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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSSHB141(STA)

1999 LEGISLATIVE SESSION

Revision Dale/Time (Note if correction) Dept. Affected Office of the Governor

Title An Act relating to preferential voting BRU Elections
Component

Sponsor Representative Kott
Requester House Finance Committee Component Serial No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Sen/ices

Travel
Contractual 1,872.0 535.0 35.0 535.0 35.0 535.0

Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 1,872.0 535.0 35.0 535.0 35.0 535.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match
1004 GF 1,872.0 535.0 35.0 535.0 35.0 535.0

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type)
TOTAL 1,872.0 535.0 35.0 535.0 35.0 535.0

Estimate of any current year (FY99) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a sepaiate page if necessary)
The 51,872.0 includes the following: S290.0 for increase in ballot printing costs; S250.0 for programming

enhancements to the GEMS software; 51,092.0 for the purchase of 168 Accu-Vote precinct tabulators;
540.0 for voter education/advertising; 550.0 for an increase in election worker training; 580.0 for an
increase in postage and shipping; 545.0 for additional election worker payments; 525.0 for a contract with
an outside accounting firm.

The division believes that in order to get the most accurate and quickest results, an Accu-Vote precinct
tabulator must be purchased for the 168 hand-count precincts. If an Accu-Vote is not purchased in each
hand-count precinct, the inaccuracy and timeliness of the ballot count will increase significantly. The
division would prefer to deal with the logistics of shipping and storage of the additional Accu-Vote units
versus the increase risk of counting errors,in the 16° hand-count precincts.

—'TI'VCL'f'IU 6?_7"s Phone 465-3935

Prepared by  Gail Fenum'igi
' . / Date/Time */6/99 9:42 AM

Division Division of Elections

Approved by.Q, Lt. Governor R-an Ulmej'y”r" Date m '///¢&if

Agency T  Office of the Lieutenant Governor
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

(Rev 10/90) Pfnform XisOVB Page 1of 2



Fiscal Note - CSSSHB 141(STA)
Prepared by the Division of Elections, 4/6/99

Page 2 of 2

Analysis continued

The subsequent year funding includes: S290.0 for ballot printing: $35.0 for equipment maintenance;
520.0 for voter education/advertising; $40.0 for training; $80.0 for postage/shipping; $45.0 forelection

worker payments; $25.0 for a contract with an outside accounting firm.



Re: fiscal notes
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Subject: Re: fiscal notes
Date: Thu, 25 Mar 1999 10:52:16 -0900
From: Barbara Cotting <Barbara_Cotting@legis.state.ak.us>

Organization: Alaska State Legislature
To: Shari Kochman <shari_kochman@gov.state.ak.us>

Shan Kochman wrote:

> thanks for getting these in so early.

> will take care of them.

>

> Barbara Cotting wrote:

> X

>> | have scheduled the following bills for hearing in House State Affairs
> > on Tuesday, March 30, and need fiscal notes:

> >

> > HB 141 Preferential Voting Elections

>

> > HB 153 State Employee Annual Leave Admin

> > HB 157 PFD Allowable Absences Revenue
> >

> > Barbara

3/25m  10:56 AM
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Representative Scott Ogan Alaska State Legislature

House District 27 Palmer <« Greater Paimcr ¢ Sutton <« Chickaloon e« Sheep Mountain

SPONSOR STATEMENT

HB 144

As appropriators of the public's resources, legislators
need to have the legal right as stewards to reasonably
inspect both, the physical, and the fiscal condition of
any facility or program we fund.

HB 144 clearly provides such authority in statute.

Interim: 600 E. Railroad Ave. #1, Wasilla, AK 99654 » Session: State Capitol, Juneau, AK 99801 465-3878
(907) 376-4866 Fax (907) 373-4724 1(800) 862-3878 Fax (907) 465-3265



APR 13 '9S 12:51PM AK DIV OF LEG » *T JNU

FISCALNOTE

STATE OF ALASKA BILL NO. HB 144
1999 LEGISLATIVE SESSION

Revision Date/Time (Note If correotlon) .Dept. Affectt Legislature

Title An Act relating to access to public buildings or *BRU Budget & Audit Committee

public facllltea by legislators and to audit the publfo buildings or put Component Legislative Audit
Sponsor Rep. Ogan
Requester

Exponditunef/Ravenues (Thousands of Dollars) $-0-

Component Serial No.

P.2/2

O%tERﬁ[rnlc')\LﬁtsEg(clsEﬁdF%ﬁeEénﬂatlon unIestYoixhﬁ\)lee r&%ﬁ-low FYZ(DZ PYZIB FY2(D4 FYZIB

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

e TAL PERATING 00 0 0 00 00
|CAPITAL EXPENDITURES | 1 1 1 | t
CHANGE INREVENUEB () ! |f 1
FUND 8OURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type)
Y oTAL 0 00 0 0 00

Estimate of any current year (FY89) cost: $-0-

POSITIONS

Full-time

Part-time

Temporary

ANALYSIS:  (Attacha separate page ftnecessary)

This bill does not create any new mandatory audit requirements for the Division therefore
the fiscal note is $-0-.

Phone  465*3830
Date/Time 4/13)99 1:41 PM

Date  4/13/99

Prepared by  Pat Davidson
Divdion Legislative AudIt"»” >

Approved by Commteotofw
tecrhtrf N e

00

00

A1 pREPARER TOPROVIDE ALL DISTRIBUTICNCPIES TO GOVERNOR'S LEGISLATIVE GFFICE

For further distribution information, call the Governor's Legislative Office
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APR 13 '99 12:51PM AK DIV OF LFG AUDIT JNU

State of Alaska
DIVISION OF LEGISLATIVEAUDIT
P.O. Box i 13300
Juneau, AK 99811-3300

FAX TRANSMITTAL

DATE TIME.

ATTN

FAXNUMBER___ " £ --?7381

FROM fi& r4-
[ 1For your comments [ 1As you requested
[ ] For your information [1*As we discussed

[ 1Please respond by FAX or phone

[ ] Please place the attached order

TOTAL NUMBER OF PAGES, INCLUDING THIS PAGE «k _

If not all pages are received, contact us at:
Phone number (907) 465-3830 FAX number (907) 465-2347

REMARKS -

[S +her ] 0~ -bscM  ne?SnA Ao

fils. Ax". It A- fY\t* z/rviu; 1 f A3 glsc.. I

/2ito"b
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fiscal notes

Subject: fiscal notes
Date: Fri, 09 Apr 1999 07:37:32 -0800
From: Barbara Cotting <Barbara_Cotting@ legis.state.ak.us>

Organization: Alaska State Legislature
To: Pam Varni <Pam_Varni@]legis.state.ak.us>

Pam,

Shari Kochman informs me that a fiscal note for HB 144 should come from
leg affairs agency, not the governor®"s office.

I have it scheduled in House State Affairs April 15:
HB 144, Public Building and Facilities: Access and Audit.

Thanks,

Barbara Cotting, Committee Aide

lof | 4/9/99 7:37 AM
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-HOUSE COMMITTEE REPORT

(7
Date Referred to Committee: March 24, 1999 FURTHER REFERRALS: Finance

Date of Committee Action:

The STATE AFFAIRS Committee considered: HB 156

HOUSE BILL NO. 156 PERMANENT FUND INVESTMENTS

"An Act relating to investments by the Alaska Permanent Fund Corporation; and providing for an effective date."”

recommends it be replaced A 1/0\r /] IV \ [ ] the same title
with the following committee substitute Up P Nmo) [ J anew title
[ ] additional referral to Committee

| | attached amendments)

ADOPTS: Letter of Intent
ATTACHES NEW FISCAL NOTE(S): Gd) APPROVES PREVIOUS:
|  fiscal note(s) FA~N\/ [ ] fiscal note(s)

( Jzero fiscal note(s) [ ] zero fiscal note(s)




1-LS0500\D. 1
Cook/
4/14/99

AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE KERTTULA
TO: HB 156

1 Page 6, line 20:



1998 NACUBO Endowment Stud}'

0

return to table of contents
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Business Officer j Febjuary 1933

College and University Endow ments

Continue to Run with the Bulls
1998 NACUBO Endowment Study

by Jay Teixeira

Each year in Pamplona, Spain, hundreds of people from around
the world gather to watch the annual running of the bulls. The
race, wliich can be dangerous, provides a tlirill to both the
runners and observers who do not know what the outcome will

be.

Tliis past fiscal year, college and university endowments
resembled the aanual event in Pamplona. Endowment managers
worked hard to keep one step ahead, even with a bullish stock
market and a strong economy, to propel institutional endowment
earnings into the double digits.

Endowment pools for colleges and universities earned an average
return of 18 percent in the fiscal year ending June 30, 1998. This
became the seventh time in the 1990s that double-digit returns
were recorded and represents the second highest rate of return in
a decade, according to the results from the 1998 NACUBO
Endowment Study (NES). Institutional returns ranged from 38
percent to 3.7 percent, according to the annual study conducted
for NACUBO by Cambridge Associates Inc., an investment
research firm.

The equal-weighted mean return of 18 was below last year's
average return of 20.4 percent, but higher than fiscal 1996's
return of 17.2 percent. In addition, benclimark market indexes
also experienced investment growth in fiscal year 1998. The S&P
500 had a 30.2 percent return rate, above the Wilshire 50007
return rate of 28.9 percent. The Lehman Brothers Aggregate
Bond Index registered a 10.5 percent return rate. The Consumer
Price Index for the period was 1.7 percent.

The equal-weighted mean nominal total return of the 508
institutional investment pools represented in the NES was 18
percent, wliile the dollar-weighted mean was 18.6 percent. (The
dollar-weighted mean is provided as a precise measure of the
actual returns produced by aggregate invested assets of

http://www.nacubo.org/vvebsite/members/bomag/99/02/nes.html

Resource Link
Institutions that are
interested in participating in
the fiscal year 1999
endowment study should
contact Stephanie
Woodfork, program
manager in NACUBO's
Center for Accounting,
Finance, and Institutional
Management, at telephone
2-861-2518 or e-mail
oodfork@nacuho.orn

Tables

Institutional Ranking

Investment Pool Asset
Allocation

Investment Pool Nominal
Returns

NACUBO would like to
thank these firms for their
financial support of both the
1998 NACUBO
Endowment Study and the
1998 NAIS/NACUBO
Endowment Study.

PRIMARY-’
CONTRIBUTOR

Cambridge Associates
Inc.

PRESIDENT’S CIRCLE

Grantham. Mayo, Van
Otterloo & Co.,

John W. Bristol
Company Inc.

PLATINUM

Alliance Capital
Management L.P.
Bankers Trust Company
Commonfund

Dresdner RCM Global
Investors LLC

Fayez Sarofim &
Company

Fidelity Investments Tax-
Exempt Services
Company

First Union Corporation
INVESCO

Iridian Asset Management

Morgan Grenfell Inc.
Pequot Capital
Management Inc.

IpLD

Bank Boston
BARRA RogersCasey

3/14/99
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1998 NACUBO Endowment Study

participating institutions.) The median return was 17.9 percent.

Nearly 700 colleges and universities were surveyed. 503
responded, from 162 public and 346 independent institutions.
Public institutions reported a 18 percent, equal-weighted mean
nominal total return rate, while independent colleges and
universities had a nominal total return rate of 17.9 percent.

Investment Holdings Surpass $178 Billion Mark

The responding 508 colleges and universities hold S178.2 billion
in endowment assets. More than 80 percent of the endowment
wealth is held by the top 124 institutions, each with endowments
of more than $300 million. The 124 largest endowment pools
had combined total assets of $143 billion as of June 30, 1998, or
81 percent of all endowment assets reported, according to the
study. In addition, 31 institutions or 6.1 percent have endowment
assets over $1 billion. Of the total pool, $7.9 billion, or 4.4
percent, is held by 201 institutions, all with assets of $75 million
and under. The list of institutions ranked by market value of
endowment assets begins on page 32.

Of the total endowment assets reported by endowment
composition, $77.95 billion or 58.5 percent, represented true
endowments assets donated as permanent capital, with only the
income available to be spent. The remaining assets constituted
quasi-endowment ($46.6 billion, or 35 percent), term endowment
($2.81 billion, or 2.1 percent), and funds held in trust by others
(%$5.9 billion, or 4.4 percent).

Expenditures

Total expenditures from endowments were at 5.5 percent, down
0.2 percent from 5.7 percent in fiscal 1997, according to the
NES. The equal-weighted mean total expenditures for public
institutions was 5.9 percent, while the rate for independent
institutions was 5.3 percent. Total expenditures from
endowments include endowment payout, investment management
and custody expenses, and other distributions front the
endowment.

Stable Investment Patterns

As of June 30, 1998, 88.5 percent of the assets of narlicipating
institutions was invested in marketable securities (invading
common stock, fixed income, cash and cash equivalents, hedge
funds, distressed securities, event arbitrage, and high-yield
bonds), 5.2 percent in nonmarketable securities (including
venture capital, buyouts, and oil and gas), 4.3 percent in

http://www.nacubo.Org/website4nember.s/bomag/99/02/nes.himl
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Callan Associates Inc.
Evaluation Associates
Morgan Stanley Dean
Witter & Company
Nicholas-Applegete
Capital Management
Tmsco Caoital
Management

U.S. Trust Company
W.P. Stewart & Company
Inc.

SILVER

American Express Asset
Management Group Inc.
BANK ONE
CORPORATION
Brandywine Asset
Management

Capital Guardian Trust
Company

Clvy Finlay Inc.
Dimensional Fund
Advisors Inc.

Dodge & Cox Inc.

Fifth Third Bank

John McStay Investment
Counsel

Luthei King Capital
Management

Payden & Rygel

PNC Private B4k
Pricewaterhou oopers
LLP

Scudder Kemper
Investments Inc.

The Northern Trust
Company

Vaughan. Nelson
Scarborough &
McCullough. L.P.
Western Asset
Management Company

BRONZE

Columbus Circle
Investors

Jundt Associates Inc.

T. Rowe Price Associates
Inc

Tiust Company of the
West

Wachovia Charitable
Funds Management

SPONSOR

David L. Babson & Co.
Inc.

Deloitte & Touche
Frontier Capital
Management

Immtmont Counselors of
Maryland

Metlife

Montag 8, Caldw¢*Inc.
Morgan Keegan
Company

NM Capital Management

Inc 6
Sanford C. Bernstein
Company Inc.

Stute Street Global
Advisors

Tiado Straet Investment
Association Inc 6
Trevor Stewart Burtor.
Jacobsen

Trinity Investment

3/14/99


http://www.nacubo.Org/website4nember.s/bomag/99/02/nes.hlml
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noncampus real estate. 0.4 percent in campus real estate, and 1.6  Prianagement Corporation

Virchow. Krauso fi

percent In other investments. Company LLP

Investment patterns have changed veiy little over the past several
years. On average, independent institutions’ allocations to
marketable securities decreased from 88.3 percent last year to
87.1 percent in fiscal year 1998, while their investment in
nonmarketable securities grew from 5.5 percent in fiscal 1997 to
6 percent. Public colleges and universities increased their
allocation to marketable securities from 91.5 percent in fiscal year
1997 to 91.8 percent in fiscal year 1998. The average public
institution decreased its allocation to nonmarketable securities
from 3.6 percent to 3.3 percent in fiscal year 1998, the study
found.

Industry Standard

The NACUBO Endowment Study (NES), first published in
1974, provides colleges and universities with data to compare
their year-end performance results with institutions that have
similar endowment characteristics and investment objectives. The
study also presents an oveiview of changes in endowment

composition.

The NES measures the performance of a substantial majority of
college and university endowments. The study is the industry
standard for evaluating the institutional performance and
management priorities of college and university endowments.

In 1992, NACUBO began an effort to provide endowment
performance information to independent schools. The annual
NAIS/NACUBG Endowment Study, which is published in
March, is an abbreviated form of the endowment study for
members of the National Association of Independent Schools.

Ordering Information: Die 1998 NACUBO Endowment Study
(Item No. NC 1480) is available for $69.95 to NACUBO
members and $94.95 for nonmembers. The NES Executive
Summary (Item No. NC 1485) lughlights important data and
provides analysis of survey results The executive summary,
which is aimed at presidents and governing board members, is
$24.95 for members and $34.95 for nonmembers.

A 35 percent discount is offered for orders of five or more copies
of the NES or the Executive Summary. To order, send credit
card information, a check, or a purchase order to NACUBO
Publications, P.O. Box 96164, Washington, DC 20090-6164.
"NU 1231" must appear on all purchase orders.

http://vvww .nacubo.org/wcbsite/membeis/bomag/99/02/nes.htm | 3/14/99
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Participating institutions and firms that support the NES receive a
complimentary copy of the report.

The Stock Market Roller Coaster
nstitution Endowments Wake Con

Over the past several months, college and university
endowments have taken a roller coaster ride on the stock
market. Problems in Asia, Russia, and currently in Brazil, have
caused the stock market to fall by as much as 19 percent in
September, before roaring back in the final quarter of 1998.

The figures reported in the 1998 NACUBO Endowment Study
are for the fiscal year ending June 30, 1998. Thus, this year's
btudy does not reflect the current volatile conditions in the stock

market.

Upon suiveying college and university endowment managers,
most said that their institution's endowments are back on track-
earning sufficient returns. However, in August and September
of 1998, when the market was experiencing the effects of the
Asian and Russian economic crises, several college and
university endowments experienced as much as a 13 percent
decrease in their value, thereby causing many business officers
to wony that the "boom years" might be coming to an end.

"We were affected by the drop in the market... as much as 10
percent," said .Alex Huppe, director of public affairs at Harvard
University. "But we bounced back nicely when the market

rebounded."

Harvard University has the largest endowment in the country
and its recent activity’mirrored that of other's institutions across
the nation. However, college and university endowments are
bouncing hack, due to their diversified portfolios and upswings
in the market, propelled by strong increases in technology

stocks.

At the University of Texas System, the recent recovery in the
stock market has helped, but the university has not regained all
of its losses. The endowment at the university system was down
about 13 percent, said Thomas Ricks, president and chief
executive officer at the University of Texas Investment
Management Co. As of early January 1999, the University of
Texas System had recovered about 11 percent of its initial
losses, Ricks stated.

It was a similar stoiy at the University of Pittsburgh. In

http://wvvvv.nacubo.org/website/members/bomag/99/02/nes.htinl 3/14/99
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September, the Pitt endowment was down 8 to 10 percent.
However, the endowment has now recovered. The university'
has an overall endowment investment philosophy of having a
diversified portfolio, stated Marlin Pease, director of finance
and assistant treasurer at Pitt.

"We've made no changes in our investment strategy due to
recent downturns in the market,” Pease said. "We have an
investment policy that’s long-term. It's an all weather policy."”

-Jay Teixeira

EDUCATION ft: EVENTS | . NEWS : ¢ |[RESOURCE DIRECTORY |

News | Education & Events | NACUBO Marketplace | Resource Director,v | AboutNACPBO
Regional Associations | Especially for Members | Advertising / Sponsorship Opportunities | Homepage

Send comments and/or questions to Pierce McManus

©198 Ndliimul Assooiation of Gollege id I'niversity Business Otllcen

http://www .nacubo.org/vvebsite/members/bomag/99/02/nes.htinl 3/14/99
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investment Pool Asset Allocation (% )<br> As ofJune 30, 1997 Page 1of 1

K]S\/%?%ﬁgt%o%ﬁset Allocation (%)

Foreign Foreign  Domestic
Domestii  Currency Domestic Currency Cash and  Equity Mortgage

Responding Commoi Common Fixed Fixed Cash Real  Reid Faculty Venture H
Institutions  Stock Stock Income Income Equivalents Estate Estate Mortgages Capital Buyouts F
In Aggreg. ite
Equal-
Weighted
Mean 52.6 112 234 18 4.8 16 0.3 10-1 0.9 0.3 1
(Dollar-
Weighted
Mean) 45.3 14.8 174 2.5 3.5 4.0 0.1 [°.1 3.0 19
Median 53.7 11.6 231 0.0 3.2 01 0.0 0.0 0.0 0.0 0.
By Investr tent Pool Size
(DoHar-W ;ighted Mean):
$25 million
and undei 51.8 7.3 29.9 13 6.1 0.8 04 0.1 0.2 0.0 ) 1
Over $25 I
million-$10(
million 55.7 105 24.1 18 4.5 12 0.3 01 04 0.0 0.
Over $100
million-$40(
million 51.6 128 | 21.7 18 4.3 19 0.2 0.2 11 0.3 2.
Over $400
million 42.3 15.9 152 2.8 31 5.0 01 01 3.9 2.6 4.
By Type
(Dollar-W jighted Mean):
Public 515 12.8 212 3.6 3.7 2.0 0.0 0.2 12 04 0]
Independen 43.6 153 16.3 2.2 34 4.0 01 01 3.5 2.3 4,
Return to the article

3/J4/99
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Investment Pool Nominal Returns (%)

Investment Pool Nominal Returns
Years Ended June 30

Responding Institutions

In Aggregate

Equal-Weighted Main
Dollar-Weighted Mean
Median

By Investment Pool Size
(Equal-Weiglited Mean):
$25 million and imder

Over $25 million-$ 100 million
Over $100 million-$400 million
Over $400 million

By Type
(Equal-Weighted Mean):
Public

Independent

Market Indexes:

S&P500

Wilshire 5000

LB Aggregate

CPI (L)

Return to Wu* article

http://mvw.nacubo.org/vvebsite/niembers/bomag/9802/emlowment_c.hfml

1Year 3 Years 5 Years 10 Years
1995-97 1993-97 1988-97

1997

20.4
21.8
20.3

19.0
201
20.9
21.6

19.9
20.7

34.7
29.3
8.2
2.3

17.7
19.7
17.6

15.9
17.4
18.0
194

173
18.0

28.9
26.7
8.5
2.7

13.7
15.3
138

12.0
134
141
151

13.3
14.0

19.8
191
7.1
2.7

(%)

115
11.2
11.5

104
11.2
117
12.2

11.2
11.6

14.6
14.0
8.8
3.5

Page 10f 1
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Institutions Ranked by Fiscal Year 1997 Market Value of Endowment Assets

Page 1 of 16

Institutions Ranked by Fiscal Year 1997 Market Value of Endowment Assets

13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

hl1p:/Avw\v.nacubo.orgAvebsitc/members/boniag"9802/endowment b.litml

Institution
Harvard University

Texas System, University of

Yale University

Princeton University

Stanford University

Emory University

California, University of
Massachusetts Institute of Technology
Columbia University

The Texas A&M University System and Foundations
Washington University

Pennsylvania, University of

Rice University

Cornell University

Chicago, University of

Micliigan, University of

Northwestern University

Notre Dame, Utiversity of

Vanderbilt University

Dartmouth College

Southern California, University of
Case Western Reserve University
Johns Hopkins University

Duke University

Virginia, University of

Minnesota and Foundation, University of
California Institute of Technology

Brown University

Endowment
Assets
(SOOCx)

10,919,670
6,709,945
5,742,000
4,940,900
4,473,825
4,273,543
3,133,252
3,045,756
3,038,907
2,951,463
2,798,221
2,535,312
2,321,757
2,125,070
2,031,131
1,988,835
1,798,900
1,467,808
1,339,788
1,277,753
1,204,672
1,157,600
1,156,598
1,134,290
1,098,539
992,726
978,192

949,574

Reporting
Life Income Period if
Fund Assets Other Than
@

513,532
22,283
51,200
124,458
193,177 August
14,832
36,165
66,997
NA
48,188
47,381
52,044
133,785
129,934
71,218
56,402
125,000
31,369
71,392
63,530
174,830
30,297
84,465
56,170
14,438
34,056
127,124

29,961
3/14/99



Alaska Permanent Fund Corporation
P.O. Box 25500 Juneau, Alaska 99802-5500
(907) 465-2047

April 7,1999

Representative Jeannette James
Chair, House State Affairs Committee
Capitol Room 102

Juneau, Alaska 99811

Dear Representative James:

| am writing to request that you schedule House Bill 156 in the House State
Affairs Committee at your earliest convenience.

This bill, which would provide increased flexibility investment for the
Alaska Permanent Fund Corporation (APFC) Board of Trustees is an
important piece of legislation which could help the state earn an additional
$300 million per year on average over the next 20 years.

W& look forward to testifying in support of this bill at your earliest
convenience. Thank you.

With warm regards,

Director of Communications

c  Byron l. Mallott
Board of Trustees
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AMENDMENT
OFFERED IN THE HOUSE BY REPRESENTATIVE KERTTULA

TO: HB 156
1 Page 6, line 20:

2 Delete "50"
3 Insert "55 [50]"

’ nil



REPRESENTATIVE

GAILPHILLIPS
Chair

TO:

FROM:

DATE:

RE:

Alaska State Legislature

SESSION ADDRESS
State Capitol
Juneau. Alaska 99801-1182
(907) 465-2689
Fax: (907)465-3472

Legislative Budget and Audit Committee

Representative Jeannette James, Chair
House State Affairs Committee

Representative Gail Phillips, Chair
Legislative Budget and Audit Commit

April 6, 1999

HB 156 - Request for Hearing

On the behalf of the Legislative Budget and Audit Committee, | respectfully request a
hearing be scheduled as soon as possible for HB 156 “An Act relating to investments by
the Alaska Permanent Fund Corporation (APFC) and providing for and effective date”.

I have attached a sponsor statement, a sectional analysis prepared by APFC legal counsel,
and additional explanatory materials.

Thanks for your consideration of this request.

attachments

cc: Jim Kelly, APFC

GP:tm

INTERIM ADDRESS

345 W. Sterling Highway. Suite 102B, Komer, Alaska 99603 (907) 235-2021 Fax: (907)235-4008



Alaska State Legislature

SESSION ADDRESS

REPRESENTATIVE State Capitol
GAEL PHILLIPS Juneau, Alaska 99801-1182
Chair (907) 465-2689

Fax: (907)465-3472

Legislative Budget and Audit Committee

SPONSER STATEMENT / House Bill 156

“An Act relating to investments by the Alaska Permanent Fund
Corporation; and providing for an effective date”.

The Legislative Budget and Audit Committee (LBAC) is charged with oversight of the
Alaska Permanent Fund Corporation (APFC). Specific to this legislation, AS 24.20.151
(2) under purposes of the Committee reads “holding these agencies (lending or
investment entities) accountable to statutoiy intent in their performance by
recommending, where appropriate, changes in policy to the ag;ncies or changes in
legislation to the legislature”.

On March 4, the APFC submitted this legislation in draft along with explanatory
materials to LBAC members for their review. On March 23, the APFC presented this
legislation to the Committee and the members present agreed unanimously to introduce

it, without revision, in both bodies.

House Bill 156 modernizes the operations of AS 37.13.120, the statutes that set out the
“legal list” of permissible investments of APFC assets. The revisions requested in this
legislation are aimed at providing increased investment flexibility, reduced risk, and
hopefully increased returns for the Permanent Fund.

Specifically House Bill 156 allows the trustees to invest up to 5% of Fund assets to: (1)
make or retain greater asset class commitments than currently allowed; and /or (2) invest
in individual securities or instruments that are not expressly permitted. However, the
legal list approach is maintained and current asset allocations, while modestly expanded,

remain in place.

This legislation is accompanied by a detailed sectional prepared by APFC legal counsel
and a letter from the Fund’s investment consultant, Callan Associates which addresses
the need for the most significant proposed change, the 5% “basket clause”.

As you know, any revisions to APFC investment policy require careful consideration on
our part, the legislature. The APFC stands ready to assist you in your review of the more
detailed aspects of this legislation.

INTERIM ADDRESS
345 W. Sterling Highway, Suite 102B, Homer, Alaska 99603 (907) 235-2921 Fax: (907)235-4008



Alaska Permanent Fund Corporation
P.O. Box 25500 Juneau, Alaska 99802-5500
(907) 465-2047

MEMORANDUM
DATE: April 2, 1999

TO: Representative Gail Phillips
Chair, Legislative Budget & Audit Committee

FROM: Jim Kelly"-— -
Director of Communications

SUBJECT. Bill Analysis for HB 156/SB 115

Attached below isa bill analysisprepared for HB 156/SB 115, “An Act
relating to investments by the Alaska Permanent Fund Corporation;
and providing for an effective date.” Originally drafted March 4,
1999 by APFC legalcounselRon Lorensen, it has been slightly revised
to conform with the bill as approved for introduction by the
Legislative Budget & Audit Committee.

At the Board of Trustees’ request, | have prepared a draft of proposed
legislation to make a number of technical and other changes to improve and
modernize the operation of AS 37.13.120, the section that sets out the *legal
list" of permissible investments of Fund assets. Working within the
framework of the existing "legal list,”* the proposed changes are intended to
provide more internal consistency and greater flexibility for Fund
investments in light of the tremendous changes in financial markets and
investment vehicles that have occurred since the list was enacted in the early

80%.

The draft has been prepared in regular legislative drafting style, with
additions to existing text underlined and deletions shown in square brackets
and in all capital letters. These changes are summarized, by investment
category (fixed income, equity, or real estate), below. As appropriate to
illustrate a particular change, further explanation and/or ™real world
examples' of the effect of a proposal are separately set outin italicized text.



HB 15

6/SB 115 Bill Analysis

April 2, 1999

Page 2

1, Fixed Income.

(a) Amending paragraph (g)(8)(A) (at page 2, line 24) to
delete the requirement that short-term domestic promissory notes be
"of the highest ratings assigned by a nationally recognized rating
service"” and to require, instead, that these notes be "investment

grade."

"Investment grade” is the quality level required of
all other debt instruments under the statute, so this
change will provide for consistency.

(b) Amending paragraphs (g)(7) (at page 2, line 19) and
(9)(19) (at page 5, line 12) to change the existing reference to "debt
securities" to "debtinstruments."

For many purposes, the terms "debt securities" and
"debt instruments” are wused interchangeably.
However, their formal definitions as set out in
Barrons’ Dictionan' of Finance and Investment
Terms are slightly different, with  “debt
instruments” having a somewhat broader scope
than ‘'tebt securities." This change would avoid
any issue that a particular instrument does not
qualify as a 'debt security" for investment of Fund
assets. Since the quality of a particular investment
would still have to be rated investment grade, this
change would not affect applicable risk
considerations.

(c) Amending subsection (j) (at page 6, line 23), which
prohibits investment in bonds on which any regular interest payment
has been defaulted within the last five years, to substitute "debt
instruments" for "bonds."

This change would conform the terminology used in
this provision to the change in terms from ‘'tebt
securities” to 'tebt instruments™ described above at
(b). There is no apparent reason why the restriction
in investing in debt that has defaulted on interest
payments should be limited only to bonds.



HB 156/SB 115 Bill Analysis
April 2, 1999
Page 3

2. Equities.

(a) Amending subsection (h) (at page 5, line 29), which limits
the situations in which the Board may enter into futures contracts for
the sale of assets held by it, to permit the use of futures contracts to
implement asset allocation strategies in the Fund’ equity portfolio.

APFC experience has shown that there are a
number of situations in which the use of futures
contracts in furtherance of its asset allocation
strategies can improve performance in the Fund's
equity portfolio. For example, when one of the
APFC’s managers is holding cash as part of its
portfolio (either in anticipation of a planned
purchase of new or additional equities or as the
result of the liquidation of a part of its portfolio at
the direction of the APFC), the manager can avoid
the opportunity cost of not being fully invested in
equities by purchasing S&P 500 Futures contracts,
in effect 'equitizing™ the cash balance until it is
needed, at which point the S&P 500 Futures would
be sold. The same benefit from the use of S&P 500
Futures can also be seen on a larger scale when
realignments in the Fund’ investments are made
either to implement changes in the Board’s asset
allocation plan or to bring the Fund’s asset mix
back within established allocation guidelines.

(b) Amending the first sentence in subsection (i) (at page 6,
line 3), which establishes a five percent limitation on ownership of
voting stock ofa corporation, to change the word "own" to "acquire"” for
purposes of determining when the percentage limitation is to be
applied.

As presently worded, the limitation on "ownership"
might actually come into operation at some time
after the stock is purchased (acquired) by the Fund,
thus forcing the Fund to sell a portion of its
holdings in the corporation, even though the Fund
satisfied, the five percent limit at the time the stock



HB 156/SB 115 Bill Analysis
April 2, 1999
Page 4

was purchased. This could happen, for instance, if
a corporation were to buy back and then retire a
portion of its own voting stock, thereby reducing the
total shares outstanding and--at the same
time-effectively increasing the Fund's percentage
ownership of those remaining shares.

3. Real Estate.

(a) Amending subsection (e) (at page 1, line 5), which
prohibits the Alaska Permanent Fund Corporation (APFC) from
borrowing money, to explicitly permit borrowings against real estate
assets so long as the obligation to repay those borrowings is secured
and can not be enforced directly againstthe APFC or the Fund.

In connection with real estate, properly managed
leveraging may improve the rate of return on the
Fund's real estate investments or reduce risk by
reducing the cash investment in an asset. In
addition, several title-holding general partnerships
through which the Fund currently invests in real
estate have borrowed money in the past, and there is
some question whether, given the Fund's status as a
general partner in those partnerships, those
borrowings might constitute either borrowings by
the Fund or a guaranty of the obligations of
another. The change would address this
uncertainty by specifically authorizing debt
financing for a particular real estate investment
without subjecting any other investment of the Fund
to the risks ofthe borrowing.

A real world example is the Fiesta Mall in Mesa,
Arizona. A tenant of the mall requested that the
mall be expanded to accommodate its square footage
needs. Although the APFC considered the
additional investment to be appropriate, one of the
APFC's partners in the property was either unable
or unwilling to invest more cash in the property.
The only way to retain the tenant was to finance the
expansion of the property through debt which was



HB 156/SB 115 Bill Analysis
April 2,1999
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incurred in the name of the partnership and which
was without recourse to the APFC.

(b) Substantially revising paragraph (g)(16) (beginning at
pages 3, line 27), which deals with limitations on investments in real
estate. Presently, that provision includes a set of investment
limitations that apply only to real estate investments in which the
Fund has invested more than $150 million, one of which is the
requirement that the Fund not own more than 67% of an investment
exceeding the $150 million threshold. The existing provision also
effectively precludes the Fund from acquiring undeveloped real estate,
even though that real estate offers the opportunity to enhance the
value ofan existing Fund-owned property through expansion.

The proposed amendment eliminates the 67%
ownership limitation for real estate investments
that exceed $150 million. This current restriction
limits the APFC's ability to negotiate on large
transactions, since competitors are aware that the
Fund is limited to 67% ownership. A real world
example of this problem is where the contract of a
partnership or limited liability company contains a
“buy-sellnprovision in which one of the partners can
either take full control ofan asset or exit the asset by
picking a price and forcing the remaining partners
to decide whether to buy or sell at that price. The
Fund currently owns three assets with total values
exceeding $150 million. Ifa partner in one of those
properties were to exercise a buy-sell option, the
price it offered might be artificially affected because
it knows that the APFC could not legally elect to be
a buyer of more than 67% ofthat asset.

The amendment also allows the APFC the ability to
acquire undeveloped real estate tied to an existing
property in order to enhance that property and/or to
retain tenants. A real world example of the problem
this amendment addresses is where a tenant whose
business is growing decides that it needs more
space. The tenant might request that the property
owner(s) expand the building that it is currently
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renting. Sometimes this expansion can only occur
by purchasing a neighboring vacant lot and
constructing a build-to-suit project in close
proximity to the property. Under the statute as it
presently reads, the Fund could not acquire the
vacant lot for that purpose and might lose the
tenant as a result.

(c) Adding a new paragraph (21) to subsection (g) (at page 5,
line 19) to authorize the Fund to make real estate investments through
title holding corporations and “securitization” structures or other
investment vehicles, so long as the assets owned by the entity in which
the Fund invests consist predominantly of real estate equity and debt
investments ofa type in which the Fund would otherwise be permitted
to invest.

This change would address two lingering legal
questions regarding the permissible contours of the
Fund’s real eslate investment portfolio.  First, it
would make clear that the Fund may hold real
estate  assets indirectly through  separate
title-holding entities or other investment vehicles
(such as real estate investment trusts-REITs-and
commercial mortgage-backed securities programs)
by explicitly authorizing those alternate investment
forms. Second, it would allow the Fund’s real
estate portfolio to include pools of real estate assets
that might contain some foreign properties, so long
as a particular pool of assets is predominantly
made up of U.S. real estate. Currently, because the
statute limits the Fund, to investments in real estate
located in the United States, the APFC’s REIT
manager has been advised that it may not purchase
shares of a REIT which contains even one foreign
property. This restriction has precluded investinent
in several REITs from which the investment
manager believes the Fund could obtain solid
returns, even though the foreign property holdings
ofthose REITs are quite limited.

(d) Amending subsection (i) (at page 6, line 3), which
establishes a five percent limitation on ownership of voting stock of a
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corporation, to make the five percent limitation inapplicable to
interests in real estate title-holding corporations, REITs, and other
real estate co-investment vehicles.

On its face, the current language prohibits the Fund
from investing in more than five percent of the
voting stock of any corporation. A literal
application of this limitation would have the effect
- presumably not intended by the original drafters
- of precluding the Fund from engaging in the
typical institutional practice of setting up separate
title-holding corporations to insulate itself from
liabilities arising from ownership of real estate. A
real world example of this concern is a limited
liability company in which the APFC is a majority
co-owner. It may at some point be advantageous to
convert the ownership to common stock, yet the
APFC would not. be able to do this because of the
five percent limitation since the Fund would, then
own more voting stock than legally allowed.

4, General/Non-specific Changes:

(a) Revising paragraphs (9)(7), (9)(8) (beginning at page 2,
line 19), (g)(14) (at page 3, line 17), and (g)(18) (at page 5, line 9),
paragraph (i)(4) (at page 6, line 19), and subsection (j) (at page 6, line
23) to explicitly authorize investments in debt instruments and equity
interests issued by entities other than just those legally organized as
corporations.

At present, these provisions expressly refer to
'torporate™ securities, but for purposes of sound
investment policy, there seems to be no good reason
to distinguish between securities issued by
corporations and those issued by limited
partnerships, trusts, limited liability companies, or
other entities.

Examples of the effect of this change in the fixed
income area are securities such as Equipment Trust
Certificates (ETC’) and Asset Backed Securities
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CC.

(ABS’s) which would become eligible for purchase,
since they are issued out ofa trust, rather than by a
corporation. These securities are generally of higher
quality because of structured collateral backing the
investment, thereby providing relative value
alternatives that may offer greater safety, return, or
a combination of the two.

(b) Adding language to subsection (k) (beginning at page 6,
line 29) to authorize the Board to invest up to five percent of the
Fund's assets either (or both) in (i) types of investments other than
those specifically set out in subsection (g)’s "legal list;" or (ii) in
additional investments in a category of investment authorized under
subsection (g), but for which the investment percentage "caps"
established under subsection (i) (e.g., the 50 percent limitation on
equities) has been reached. Under this new language, these
investments would still have to satisfy the prudent-investor rule.

Examples of other types of investments for which
this limited authority could, be used include private
debt, venture capital, timber, gas, and
agriculture/farmland.

(© Adding a new subsection (p) (at page 7, line 13) to
authorize the Board to decide what category a particular form of
investment belongs to if that investment could be included in more
than one category for purposes of applying the asset allocation caps
established under subsection (i) (beginning at page 6, line 3).

This change would permit the Board to refine asset
allocation targets and would help clarify for the
purpose of asset allocation decisions how a
particular asset should be categorized. A relevant
example is a REIT, where the underlying asset is
real estate, but it trades like a stock and may even
be included in the S&P 500 index.

Board of Trustees, APFC

Byron I. Mallott, Executive Director, APFC
Terry Brown, CIO, APFC

Peter Bushre, CFO, APFC
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Mr. Jim Kelly

Director of Communications

Alaska Permanent Fund Corporation
801 West 10th Street, Suite 302
Juneau, AK 99801

Re: Proposed “Basket” Clause Flexibility

Dear Jim:

As promised, | want to give you my thoughts on the proposed language that
would enable the APFC to invest in a very limited way beyond the specific
securities identified in current statute.

Specifically, the proposed change would allow the APFC to invest 5% of fund
assets beyond otherwise permitted investments. This latitude could be used to:

1) make or retain greater asset class commitments than otherwise
specifically allowed; and/or;

2) invest in individual securities or instruments that are not expressly
permitted.

Clearly, the use of such flexibility would have to be prudent and appropriate for
the fund. | should at this point add the requisite disclaimer that neither Callan
Associates Inc. nor | are attorneys so my comments are offered from an
investment professional’s perspective not from a legal perspective.

Over the years, many public funds that operated under a “legal” list type of
standard have sought and obtained authority to invest beyond the detailed list. In
recent years many public entities have moved toward a “prudent” person standard
and away from a legal list. Typically, under a pure prudent person standard there
are no statutory limits with regard to either asset class restrictions or individual
securities. In other cases, public funds may have asset class limitations but no
individual security limitations and obviously there are still some that have both
asset class and security limitations. In Alaska, the State Pension Investment Board
operates under a prudent person standard without asset class or security
limitations while the APFC obviously is governed by both asset class and security

limitations.

550 KASTBTHAVEN E CENVER GOLCRADDRIB THEPHCNE SRIULIGIO FACSMLEIBHRHD



Mr. Jim Kelly
Alaska Permanent Fund Corporation

Page 2 of 3

As you know, the Institute for Fiduciary Education (IFE) maintains a web site that
includes information on a number of public funds. The information is provided by the
funds and, of course, may not be current and may be misinterpreted by IFE. Nonetheless,
we have found that it is a useful source of data regarding general trends and practices. By
searching that site, we found 24 U.S. based public funds that reported having a “basket”
clause in their investment language. Of this total, 13 were domiciled in either Michigan

or New York.

While both Michigan and New York have comparatively permissive investment statutes,
the “basket” clause provides authority for subject public funds to invest either in
securities or asset categories beyond the statutory limitations. For example, New York
has a 70% maximum equity constraint and a 15% basket limitation. A fund subject to the
statute could invest a total of 85% in equity like assets (including real estate and
alternative investments). In practice, the authority has been used by one of our clients to
invest a greater than statutory limit in foreign equities and in alternative investments.

The Michigan basket clause provides that retirement systems with assets of less than
$250 million may invest up to 5% of their assets in investments not otherwise qualified
under statute. It provides up to 10% flexibility for larger funds. In Michigan’s case, the
basket liberalization does not apply to asset class limitations. So for example, a large fund
could not use the basket provision to invest up to 75% in equities (the equity limit was

65%).

There appear to be two common themes behind trends toward liberalization of investment
provisions. The first is that investment professionals recognize that risk should be
considered primarily at the total fund level. An individually “risky” investment may well
serve to reduce overall risk by offsetting some of the risk associated with another
investment. The best illustration of this acceptance may be the Department of Labor’s
statement that in considering fiduciary conduct under ERISA the Department will utilize
a “total portfolio” standard. The second motivating factor is that investment practices and
commonly used instruments are changing rapidly. A good illustration is the evolution of
fixed income securities. For example, asset backed securities are commonly utilized in
high quality bond portfolios today. They are included in common bond market indices
such as the Lehman Aggregate Bond Index. They are not currently permitted under
APFC’s governing statute. While other proposed changes in the draft statute would
address this specific issue, we and others expect to see continued evolution of new fixed

income instruments.

In my opinion, APFC might use the basket primarily at the asset class level. As you
know, the current statutory limit for equity investments is 50%. In practice, the APFC
must actually target a slightly lower level (currently 48%). This lower level is utilized to
minimize the frequency and magnitude of portfolio rebalancings. If the basket clause
were approved, the board could consider actually establishing a 50% target. Should the



Mr. Jim Kelly
Alaska Permanent Fund Corporation
Page 3 of 3

equity market subsequently advance such that the equity exposure increased to 52 or 53%
there would be no need to mechanically reduce equity exposure and incur the resultant
transaction costs. The other potential application is at the individual security level. While
other changes included in the proposed statute address many of the obvious limitations of
the current list (e.g. asset backed securities), the change would provide the board with
flexibility to deal with other instruments that may evolve. Similarly, the basket clause
might be utilized to opportunistically purchase securities such as BB rated bonds should
spread differences more than offset the potential credit risk.

I hope that you find this letter helpful and I look forward to discussing it with you later
this week.

Sincerely,

Michael J. O’Leary, Jr., CFA
Executive Vice President

cc: Terry Brown - APFC



Application Filins Season

Why Applicants Were Absent From the State
(For Applicants Absent more than 90 days in 1997)

Dividend application forms ask applicants if they were absent from the state for more
than 90 days and 180 days. Reasons why applicants were absent from the state are

listed below.

Number of Applicants
Absence reason Adult Child Total
Enrolled as a full-time student 8,459 690 9,149
Was on vacation 5,812 611 6,423
Served on active duty in the US Armed Forces 4,419 N/A 4,419
Other reasons 2,595 800 3,395
Accompanied an Alaska resident who was eligible for a PFD 2,106 4,629 6,735
Sought employment out of the state 1,457 N/A 1,457
Cared for a direct relative with a critical life-threatening illness 890 N/A 890
Received continuous medical treatment 460 94 554
Settled the estate of a deceased direct relative 257 N/A 257
Employed by the State of Alaska 54 N/A 54
Served as a volunteer in the Peace Corps 49 N/A 49
Setved as a member of Alaska’s congressional delegation or staff 45 N/A 45
Was a member of the U.S. National Athletic Team 15 N/A 15

N/A 273 273

Part of a legal custody agreement

N/A - Not Applicable to application type
Note: Applicants may claim more than one type of absence on their application.

Effective for 1999 dividends, absences (over 180 days) for the
following reasons are no longer allowable for claiming a dividend:
Serving as a Peace Corps volunteer or member of the U.S. National Athletic Team.

Permanent Fund Dividend 1998 Annual Report - 18-



State of Alaska Employees at out-of-state Work Locations

Department Location Employee Job CUu Title Lut Hire Date  Statue

Commerce and Econ Development

Seattle

BARENESSCHERYLA ~ MARKIBTTOOSTBCIALIST WATIONToaly Bt
HAUBR OARY MARKETINGASSISTANT IUOT/1994 Totally Eurt
DELAROSAUNDAW ~ DEVELOPVENTALMANAGR  (R21/1991 Totally Bempt
DIUSCOLLIINDAM ASSTMAMETNODRECTOR ~~ (3/18/199? Totally B

HOGUECIAUDIAS FOODSERVICE DIRECTCR 01/01/29% Totally Bempt
JACKSONJ WAIN DEVELOPMENTAL MANAGER QU17/19% TUBJ'YBtaITp[
KASTANASIOHNN SRMARKETING SPEC/RESANALY  0VWI1992 Totally Bxent

[DCWARTZMARYLYNE ~ ADVDWTRATTVESUPPORTTECH  OADY/I%01 Totally Event
TARANTINOSTEPHANEM  MARKETING SPECIALIST 07/06/1994 Totally Bxept

Fish and Game

Montana

CLARKJOKNH FISHERIES SCIENTIST /11198 PiojtctLoafrTenn
Office o fthe Governor
WastuEpon, D.C.
KATZIOKNW DIR STATEANDEEDRELATIONS  01/31/1983 Totally Eaormpt
KEXTmMAANNAM. POUCY A PROGRAM SPECIALIST (020211990 Totally Kaemt
LOWEKAXAY. EXECUTIVE SECRETARY | 07/08/199 Totally Exerpt

Thundi;, April 01,1999 Pacel 0f2



The Case for Increased
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ALASKA'S
FUTURE

APFC Presentation to House State Affairs
April 15,1999



e Modernizes statutes, responsive to
current market opportunities and

challenges

e Requested change iIs conservative

and maintains the legal list approach

e Allows your Fund managers to add

INcremental value

e Improves total portfolio risk

management BTIRE



Asset class performance

Considerthe growth of $1.00 invested in
various U.S. assetclasses from Dec. 31,1925

to Dec. 31, 1995

Inflation $ 9
Treasury bills 13
Treasury bonds 34

Large company stocks 1,114

®* ¢ 6 0+ o

Smallcompany stocks 3,822



Cumulative Growthoflnvestments
U.S. Stocks, Bonds and Treasury Bills

1926-1995

Indexed Returns (Log scale)
0,000

1,000



Long-term total returns

15 years ended December 31,1998

Percent
20

17.69

12.16

10.15 10.54*

Total Fund  Fixed Income  U.S. Stocks  Non-U.S. Stocks Real Estate
*Last b Years



Opportunity Cost. 1997-1998

APFC Actual Rates of Return

Fixed Incom e U.S. Stocks D ifference
1997 9.52% 31.00% 21.48%
1998 9.90 23.62 13.72

10% of Fund Returns Increased Incom e

1997  $2.07 hillion 21.48% $324 million

1998 $2.36 hillion 13.72% $444 million

Total: $770 million (FAULMKRL\ES!\



Increased volatility In capital markets

Expected Return Expected Risk
Asset Class Index 1998 1999 Change 1998 1999 Chang
Equities
Large Cap S&P 500 9.10 9.00 -0.10 13.30 15.00 1.70
Small Cap CAIl Small 10.10 11.20 1.10 19.10 25.30 6.20
International MSCI EAFE 9.60 10.00 0.40 18.50 21.50 3.00
Fixed Income
Domestic LB Agg 6.60 5.60 -1.00 5.50 5.30 -0.20
International SB Non-US 6.55 5.60 -0.95 11.20 11.00 -0.20
Other
Real Estate CRES 8.25 8.00 -0.25 14.50 16.50 2.00
Alternatives Veco 100 12.30 12.30 0.00 35.00 36.00 1.00
Cash Equiv. 90-day T-hill 4.80 4.40 -0.40 1.00 0.70 -0.30

Inflation CPI-U 3.40 3.00 -0.40 0.95 1.75 080
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Risk Diminishes Qver Time

Range ofExpected Retums
One Year
15%
0]
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150%

1000

50%

-50%

Range of Expected Returns

Range ofExpected Returns

High: 150%
150%
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100% -
50%
21% 22%
10%
(073 : \-T eA”
0% -2% -2%
m50%
Low: -60%
Small Stocks T-Bills Govt Bonds Copt Bonds
Govt Bonds Corp Bonds S&P 500 Small Stocks

Y e ars

46%
25%
HWBmHhI
*13%
*29%
S&P 500 Small Stacks



Another way to manage riskisa POMV
distribution of incomes

e Provides more predictability and
stability in annual distributions

e Disconnects tnvestment decisions from
short-term spending considerations

e Spending provision becomes part of
long-term Investment strategy rather
than tactical response to market H j

M.l
Y

%ycles



Projected PF Realized and Total Rates of Return
Based on the Fund's 1998 Asset Allocation and

the 1999 Callan Capital Market Assumptions

CAPITAL MARKET -PERMANENT FUND--
ASSET e YN ITUL Y] o (0] N —— ASSET PROJECTED PROJECTED
CLASS INCOME RETURN EXPECTED GROWTH TOTAL RETURN ALLOCATION  REALIZED RETURN TOTAL RETURN

ESIIC |t|es
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In rnatlo al
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L

Real

NOTE:

2 § 0
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Estate: 6% 130% 8.00% 1000% 0B / 08%

Pennanent Fund projected realized returns assume that, overa live-yearperiod, active managers wd 7.33% ( 7.75%

SES

realize 100%0fthe income retum and 100%o0fthe expected growth (capital gains) and that passive managcts and

rcalcstate will realize 100%ofthe income retum and 75%oofthc expected growth. Pennanent Fund total returns Minus 3.0U% mtiation =Healn"tes ot Return/
assume all managers will realize 1()()%ofincome retum and 100%ofthe expected growth. Caphal market

assumptions are provided by Callan Assoctiles, Inc.

4.33% 4.75%



Projected PF Realized and Total Rates of Return
Based on the Fund's 1998 Asset Allocation and
the 1999 Callan Capital Market Assumptions

CAPITAL MARKET
ASSET e ASSUMPTIONS=----mmmmmmmmmmemme
CLASS INCOME RETURN EXPECTED GROWTH TOTAL RETURN
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B e owm
79@?”‘%5%6 MW i

Real Estate: 6.50% 1.50% 8.00%

NOTE: Prominent Fund projected realized returns assume that, overn five-year period, active managers will
realize 100%00t'tho income retum and 100%ol‘(hc expected growth (capital gains) and that passive managers and
realeslate will realize 100%o0l"thc income retum and 75%o0flhc expected growth. Pcnumcnt Fund total returns
assume all managcis will realize 100%ofiicome retum and 1()0%ofthe expected growth. Capital muiket
ussunptions are provided by Callan Assoeiales, Inc.

ALLOCATION

PERMANENT FUND

ASSET PROJECTED PROJECTED
REALIZED RETURN TOTAL RETURN
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10.00% 076%

7.76%

Minus d.uu% inflation = Heal wtftes ot Heiurr

~4.76% 5.22%



Key assum ptions

Projected PF Realized and Total Rates of Return
Based on the Fund's 1998 Asset Allocation and
the 1999 Callan Capital Market Assumptions

CAPITAL MARKET e PERMANENTFUND------nmmmmmmcemme -
ASSET ASSUMPTIONS - ASSET PROJECTED PROJECTED
CLASS INCOME RETURN EXPECTED GROWTH TOTAL RETURN ALLOCATION  REALIZED RETURN TOTAL RETURN

ESIIC |t|es

B w ® w B 8 3
In rnat|o al,& ume . | | |
Wa”% Ll o 1§% 6: §8 @: (%

mestjc ) 0.00% . 40.00% 2.24% 2.20%
%L”?%? SHs it B L 9
Red Estate: 6.50% 1.50% 8.00%

=oE

NOTE t Fund pr J ted r ed returns assume that, ovcra tive-ycurperiod, active managers will
ealiz I()G nd I@ ofthc expected growth (capitalgams)and that passive managers and
eal e e will realiz 10()/ ofthe ome return and 75%ofthc expected growth. Pennanent Fund total returns

assume all manages will realize 100%ofincome return and 100%ofthe expected growth. Capital market

sssss ptions are prowd ed hy Calkin Associates, Inc.



Key assum ptions

GASB

Incom e

66,816 30,442 43,035.61 18,275

GISS»EirEome s statutory net income plus the net change in unrealized gains and settlement eamings.

Per Department of Revenue's January update of the Fall 1998 Revenue Forecast.
Eamings reserve appropiated to principal. STATUS QUOWTH 7.75%

GA”"astwrome is statutory net income plus the net change in unrealized gains and settlement eamings.

Per Department of Revenue's January update of the Fall 1998 Revenue Forecast.
Faminnc rQoprvp appropiated to principal. STATUS QUOWTH 8.22%

71,986 35,671 50,346.19 18,349

GAKITOHrdae is statutory net income plus the net change in unrealized gains and settlerment eamings.
Per Department of Revenue's January update of the Fall 1998 Revenue Forecast.
Eamings reserve appi jpiated to principal. STATUS QUOWTH 8.69%

67,241

T



Key assumptions

Daily Unaudited Position
as of April 13, 1999

Fixed Income $10,752,900,000 41 %
U.S. Equities $9,727,800,000 37 %
Non-U.S. Equities $3,560,700,000 14 %
Real Estate $2,035,100,000 s %
Alaskan CDs $190,000,000 1 %
TOTAL $26,266,500,000 100 %

Source: www.apfc.org APASKES
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FTSCAL NOTE

STATE OF ALASKA
1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction) 4-15-99
Title Permanent Fund Investments
Sponsor Rules

Requester House State Affairs Committee

Expenditures/Revenues

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2000
Personal Services

Travel

Contractual 15773
Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous
TOTAL OPERATING 15773

CAPITAL EXPENDITURES 0.0
CHANGE IN REVENUES ( ) 49,067.5

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other Corporate Receipts 1,577.3
TOTAL 15773

Estimato of current year (FY99) co3t: 0.0

POSITIONS
Full-time
Part-time
Temporary

FY 2001

3,087.9

3,087.9
0.0
51,016,9

BILL NO.

Dept. Affected Revenue
Revenue Operations
Alaska Permanent Fund Corporation

bru

“Component

Component Serial No.

(Thousands of Dollars)

FY 2002

3,217.2

3,

53

2112
00

154.4

FY 2003

3,365.7

3,365.7
00
55,607.3

(Thousands of Dollars)

HB 156

FY 2004

3,527.5

3,527.5
00
58,280.6

ANALYSIS: This fiscal note assumes an increase in costs and revenues associated with a 5%

increase in public equity investments. Itis likely over the 5 year period of this fiscal note that the
APFC will use this increased investment flexibility in other asset types as well, e.g., real estate,
fixed-income, and alternative investments such as private equity. The new investments would be
entered into in order to add incremental value to a very large asset base. Investments with the

potential to add significant value may require significant increased costs. All new Investments will
be reviewed by the Board of Trustees prior to implementation and presented to the APFC's oversight
committee, the Legislative Budget & Audit Committee, for review and comment.

Prepared by Peter A. Bushre
Division
Approved by
Commissioner
Agency

Phone 465-2301

Date/Time

Date

For furthor distribution information, call the Governor's Legislative Olllco

Hb156-4/14/99

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

FY 2005

3,695.2

3,695.2
00
61,050.8

Page 1 of 1



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 156

1999 LEGISLATIVE SESSION

Revision Date/Time (Note if correction} Dept. Affecte Revenue
Title An Act relating to investments by the Alnskn  RRU Rovnntio Qpnrntions

Permanent Fund Corporation Component Alaska Permanent Fund Corporation
Sponsor
Requester  House State Affairs Committee Component Serial N o .
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001  FY2002 FY2003 FY2004 FY 2005

Personal Services
Travel

Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

15773 30879 32172 33657 35275  3,6952

TOTAL OPERATING 15773 3,087.9 32172 33657 35275  3,695.2
CAPITAL EXPENDITURES 0.0 00 0.0 00 0.0 00
CHANGE IN REVENUES ( ) 49,0675 51,0169 531544 556073 58,2806 61,050.8
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health
Other Corporate Receipts 15773 3,087.9 32172 33657 352715  3,695.2
TOTAL 15773 3,087.9 32172 33657 35275  3,695.2

Estimate of current year (FY99) cost; 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  This fiscal note assumes an increase in costs and revenues associated with a 5%
increase in public equity investments. Itis likely over the 5 year period of this fiscal note that the
APFC will use this increased investment flexibility in other asset types as well, e.g., real estate,
fixed-income, and alternative investments such as private equity. The new investments would be
entered into in order to add incremental value to a very large asset base. Investments with the
potential to add significant value may require significant increased costs. All new investments will
be reviewed by the Boaid of Trustees prior to implementation and presented to the APFC's oversight
committee, the Legislative Budget & Audit Committee, for review and comment.

Prepared by  peter A BushreANAK< /2N A g A Phone 465-2301
Division Alaska Permanent Fund Corporation Date/Time
Approved by

Commission Date

Agency

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

For further distribution Information, call the Governor's Legislative Office
Page 1 of |
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April 15th 1999
Good morning madame chair, members of the commi ittee.
This is an honor for me to be testifying before you this morning.

My name is Harold Holten and | am the representative for the Seafarers
International Union. Although I would like it clear that I'm here on
behalf of all Merchant Seaman, who are denied their permanent fund

dividend.

I was bom in Ketchikan, raised in Ketchikan, Petersburg, and Juneau,
upon my completion of 6 years in the Marine Corps, | came back to
Alaska and became a state trooper for a short period of time. lwas
a Salmon tender captain for 15 years, before becoming a union rep.

The Seafarers opened an office in Anchorage, almost 2 years ago to the
day. Our objective is to recruit Alaskans to go to our unlicensed
apprenticeship program in Piney Point, Maiyland, and give them an
opportunity to obtain good paying jobs with good benefits when they
complete the program.

| first became alerted to the fact that Merchant Seaman were being
denied their permanent fund, by a Merchant Seaman from a different
union. His name is Ross Perrine from Palmer, and he owns a home,

has an Alaska drivers license, voter reg card, etc. he has been denied the
fund since the inception. Iwent to one of our ships, and found that a
boatswain on the Tote ship Northern Lights has also experienced the
same problems. His name is John Glenn and he will be testifying this
morning.

My recruiting effort has taken me around a lot of the state, and in my
interviews with young people, 1 seem to have their interest in the
program until the question of the Permanent Fund dividend comes up,
then I am told they are no longer interested. |thought to myself and
have shared this view, that these people seemed awfully shortsighted,
until I really thought about it, this is probably the only steady money



they have ever seen, and are reluctant to let it go under any
circumstance.

One of our recent graduates (.Jessie Sharp) who will testify this morning,
that already this year he has been denied the Permanent Fund dividend

These merchant seaman being denied, do not have a choice when they
sail, as to whether they can sail in Alaska or not. Sailing is based on a
seniority system, and believe it or not, our Alaska routes, are in high
demand. The ones that have the Alaska routes Ross and John are
denied because they are not physically in state a minimum of 180 days.

All of our Alaskans have been accepted to Piney Point because they are
Alaska residents. | would hate to discourage good young people, (short
sighted as they may be) from enjoying such a career opportunity.

Right now we have 18 Alaskans who have graduated from Piney Point,
and we presently have 2 in school.

Besides the 18 graduates, we have created a Riding Maintenance gang.
These merchant seaman go on oil tankers and do preventative
maintenance. We hired 10 Riding gang a year ago, and all have done an
outstanding job. When they have a year of sea time, they will be sent
back to Piney Point and upgraded to Able bodied seaman. We will start
training and working a new crew. This crew averages $3,200.00 per
month, with full benefits. Two of these Merchant Seaman have rececently
put money down on homes in the Wasilla arear. They also will be denied
their Permanent Fund dividend.

An article in the Anch news last Monday the 12thdid an article on our
first native Alaskan. This has generated such a positive response it is
hard for me to keep up with it. The first day generated about 20 phone
calls, and yesterday I received 71 inquires. This has resulted in 6 tests
being given yesterday, and 6 more scheduled on Friday. Plus 2 in
Soldotna, 1 in Anchor Point, 2 in Kodiak, 2 in Ketchikan, and several
from Willow. These numbers are candidates that are qualified.



In my estimation, we are not talking about any more than 200 Merchant
Seaman over a ten year Period. (Although I hope for many more than

that).

This concludes my statement, | urge you to support the HB 157

| thank the committee for their time.



Anchorage
716 W. 4th Ave., #610

lllasska &tate “legislature i A

Fax (907) 269-0197

REPRESENTATIVE Slate CaJiL:gFaRuoom 414
JERRY SANDERS Juneau,B\K 99801-1182
District 19 Phone (907) 465-4945

Fax (907) 465-3476

HB157: Permanent Fund Dividend for Alaskan Merchant Mariners
Sponsor Statement

This legislation is sought to enhance maritime job opportunities for Alaskans and, in particular,

Alaskan youth.

| first learned of the need for this legislation when Ispoke to several parties involved in
Alaska’'s maritime transportation industry. Iwas advised of an effort launched to attract
Alaskans to job opportunities in the U.S. Merchant Marine. This effort has been a unique and
successful partnership between Alaska's three Private Industry Councils and the Seafarers
International Union (SIU) that has contributed greatly to workforce and economic development
in Alaska. This partnership on occasion is having difficulty recruiting as a result ofan oversight
in Alaska's Permanent Fund dividend program. Alaskans who make their living aboard deep-
sea, U.S. flag vessels may often be working aboard these ships forover 180 days per year.
This makes them ineligible for their dividend check because theirdesired profession requires
them to be aboard ships. In many cases these Alaskans could be aboard the cargo or tank
vessels serving Alaska - yet still be denied a Permanent Fund check.

Since the inception of this partnership in September 1997 to the present, 25 eligible Alaskan
residents have successfully completed the SIU apprenticeship-training program and are now

fully employed.

The average salary forthose Alaskans newly employed through this program is $32,000/year
and all receive full family medical, dental, pension, education, and vacation coverage. As
Alaskans committed to "local hire", we should not be upholding obstacles foremployment

opportunities forour youth.

More importantly, this award winning training and placement program would have an improved
ability to recruit Alaskan youth for quality training and high skill/family wage employment.

Anothercase lam familiar with is a ten-year Alaskan resident who sails aboard tankers in the
TAPS trade. He has consistently been denied the Permanent Fund dividend since his work as
a merchant seaman isnotconsidered an allowable absence. This determination is not a

question of his residency.

Passage of this bill will give these limited numberof people their rightful claim to the
Permanent Fund dividend.

Endorsement: Alaska State ChamberofCommerce
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Subject: Hb157
Date: Thu, 25 Mar 1999 10:23:06 -0900

From: Edward Burke <Edward_Burke@ legis.state.ak.us>

Organization: Alaska State Legislature
To: Barbara Cotting <Barbara_Cotting@legis.state.ak.us>

Barbara,

Please accept this e-mail as formal notice that Representative Sanders wish to have HB157 Schedule for a
hearing. The earliest date possible after Easter break.

I will provide all documents as you request.
Thank you very much.
Eddie Burke

Legislative Staff
Representative Sanders


mailto:Edward_Burke@legis.state.ak.us
mailto:Barbara_Cotting@legis.state.ak.us
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usic swelled at Chris
low's boa,voyage party. Fiddle,
guitar, dobrp and one electric key-

manned by two players -

ned two dozen voices in polkas, i
ns and Hank Williams songs,
the middle of the living room
loor sat a hat full of cash collected
m the"guests, a little spending >
oney for the trip. From the ' '
tchen wafted the smells of wild
sh and game accompanied by a
mngent hint of seal oil. *
It will be awhile before Ledlow
vors those smells again. At this
ting, he is on his way to the Sea-
frers International Unions Harry
,undeberg School of Seamanship
Tiney Point, Md.'Over the next
ew weeks, he plans to complete
training @Sd merchant mariner
a commercial sailor licensed to
ork on large cargo ships. By sum-
er, the soft-spoken, square-shoul-
dered and resolutely cheerful 19-
ycarald should be inthe enrne
room of an oceangoing vessel
somewhere out on the seven seas.
Ledlow, from the Yukon River
village of St Marys, isamong the
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— Chris Ledlow ofSi, Marys,
on becoming a merchant mariner

first Alaskans to complete the mer-
chant marine employment program
offered by the union. Upon gradua-
tion, he’ll be placed in a job making
about $30,000 a year, eligible for
rapid additional training and ad-
vancement up the wage scale.
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Continued from Page E1

That’s not a bad start for a
teenager from the Bush. As
he approached the end of
high school, Ledlow realized
that job options in rural Alas-
ka would be limited. In St
Marys, he might work at the
airport, in the volatile fishing
industry, change tires like he
did at his father’s mechanic
shop, or work at one of the lo-
cal grocery stores, which he
also did for a while.

“l was at a point | wasn'’t
really sure what to do,” he
said. “l was working at a can-
nery in Dillingham when one
of the merchant mariners
there talked to me about this
program and let me know
how to get in touch with
them.”

A few weeks after he
called the union’s Anchorage
office, Ledlow found himself
in Piney Point learning basics
of shipboard terms and pro-
cedures, nautical history,
math, first aid and how to use
a lifeboat.

He also was learning new
things about himself. The
school is run along military
lines. Students wear uni-
forms, march to meals, learn
to reply with a snappy “Yes,
sir” or “No, sir.”

“l didn’t know what to
think,” Ledlow said. “A few
years ago, | told myself that I
would never be military, nev-
er wear a uniform and never
do dishes. In three months, |
did all three and didn’t mind.”

The first land-based phase
of training was followed by
hands-on experience at sea.
Ledlow was assigned to the
Greatland, one of the large
container ships making
weekly runs between Taco-
ma, Wash., and Anchorage.

This part of the course lets
students get a feel for differ-
ent jobs and find out what
they are most comfortable
with. Ledlow .spent time
working on deck and in the
galley, but discovered that
what he really liked was the

engine room. The regime of
wiping down giant machines,
dismantling, cleaning and re-
assembling parts, reading
gauges and standing watch
struck a chord in the kid who
grew up watching his dad fix
cars and outboard motors. *

“l was down there for a
month, but it seemed like two
weeks,” he said.

The Greatlands schedule
put him in Anchorage every
Sunday, where he could
spend time with family and-
take his grandmother to
church.

Grandma — Marie Tyson
— is a well-respected tradi-
tion-bearer from the lower
Yukon. William Tyson Ele-
mentary School is named for
her late husband. It was at
her house that the bon voy-
age party took place. She told
callers she was inviting “just
a few people. Not a big
crowd.” But guests’ cars
filled both sides of the street
for a block, and a mountain of
shoes marked the entry.

“Actually, its not crowded
compared to her usual get-to-
gethers,” said Rose Tyson,
Ledlow’ aunt. “Let’s just say
you can see the floor.”

Every man in the room was
familiar with boats and water.
Most had done commercial or
subsistence fishing at some
time in their lives. But while
no special credentials are
needed to be a hand on a fish-
ing boat, you need to have the
right papers and certifica-
tions to work on a big ocean-
going vessel.

When Ledlow completes
his next few weeks of train-
ing, he’ll be the first Alaska
Native to earn those papers
through this program. The
room filled with a sense of re-
spect and hope for the young
man as friends and kin sang
the Lord’s Prayer in Yup’ik.

“We’re all so proud of
Chris,” Rose Tyson said, “and
we always have been. He’
never been in any trouble.
We’ve never had to worry
about him getting into drugs
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or anything like that.”

“My whole family’s really
enthusiastic about what I'm
doing,” Ledlow said. “Except
my grandmother. | think
she’ a little worried.”

In his final phase of train-
ing, Ledlow will g™t specialty
training in his area of interest
— the engine room. He’ll
graduate with the designa-
tion of “unlicensed appren-
tice” and immediately go to
work making about $30,000 a
year. After four months on
the job, he’ll be able to up-
grade to “aTjle-bodied sea-
man.” Advanced ratings to
“bosun” or “first mate” could
follow.

School costs are largely
covered by the companies
that contract with the union
for men and women to run
their ships. In Ledlow’ case,
he also received assistance
through the state’s Jobs
Training Partnership Act of-
fice.

Ledlow said the idea of
travel and a flexible work
schedule appealed to him.
Union members typically
work four months on, two off.
That’s plenty of time to recon-
nect with family in Alaska, .
even if his ship doesn’t call on
Anchorage every Sunday.

Anchorage union repre-
sentative Harold Holten is
betting it won't.

“Of the 18 Alaskans
whove graduated from this
program so far, not one is
working on an Alaska ship,"
he said. “And this one wont
either. | can see that glitter in
his eye.”

Ledlow grinned at that,
and his eyes did seem to glit-
ter. But he admitted to al-
ready missing one thing from
home — Grandma’ salmon.

“l had salmon down there
in Maryland,” he said. “It
wasn’t the same. | couldn’t
taste the fish.”

m Dally News arts edjtor Mike Dun-
ham can be reached by e-mail at
mdunham@adn.com.

-,
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB 157
1999 LEGISLATIVE SESSION
Revision Date/Time (Note if correction) ~ March 29,1999 Dept. Affected Revenue
Title PFD Allowable Absences BRU Revenue Operations
Component  Permanent Fund Dividend
Sponsor Rep._Sanders
Requester House State Affairs Component Serial No. 981
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Sen/ices
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of current year (FY99) cost: 0.0
POSITIONS
Full-time 0
Part-time 0
Temporary 0

ANALYSIS: (Attach a separate page if necessary)

This bill adds an allowable absence while serving on ocean-going vessels of the United States merchant marine for
purposes of eligibility for Permanent Fund dividends. As a result of this amendment, all other allowable absences in

this section are renumbered.

We do not expect these provisions to have a fiscal effect on the Permanent Fund Dividend Program.

Prepared by Nanci A Jones, ] Phone 465-2323
Division Permanent Fun  ividend Date/Time March 29, 1999
Approved by

Commissioner  Wilson L. Condon ’ Date March 29, 1999

Agency Department of Revenue

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

For further distribution Information, call the Governor’s Legislative Office
Page 1 of 1
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Subject: Re: fiscal notes
Date: Thu, 25 Mar 1999 10:52:16 -0900
From: Barbara Cotting <Barbara_Cotting@legis.state.ak.us>

Organization: Alaska State Legislature
To: Shari Kochman <shari_kochman@gov.state.ak.us>

Shan Kochman wrote:

> chanks for getting these in so early.

> will take care of them.

>

> Barbara Cotting wroth:

> >

>> | have scheduled \ e following bills for hearing in House State Affairs
>> on Tuesday, March JO, and need fiscal notes:

> >

> > HB 141 Preferential Voting Elections

>

> > HB 153 State Employee Annual Leave Admin

> > HB 157 PFD Allowable Absences Revenue
> >

> > Barbara

3/25/99 10:56 AM
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P.0. Box 240106 Anchorage, Alaska 99524-0106

Business Manager

Joseph E. Young
Anchorage

Board of Directors

John Charbonneau, President
Anchorage

Robin Lown, Vice President
Juneau

Michael Coikill, Past President
Anchorage

Tod McGiilivray, Member
Kenai
Pres. Kenai Chapter

Leo Brandlen, Member
Anchorage
Pres Anchorage Chapter

Angella Long, Member
Palmer
Pres. Mat-Su Chapter

Tonya Barnes, Member
Fairbanks
Pres. Farthest North Chapter

Robert Fletcher. Member
Juneaj
Pres. Capitol City Chapter

Leroy Mestas. Member
Ketchikan
Pres First City Chapter

Robert Claus, Member

Ciaig
Pres. Prince of Wales Chapter
John Lucking. Jr., Member

Unalaska
Pres. Aleutian Islands Chapter

Januarf 27, 2000

Representative Jeannette James
Alaska State Legislature

State Capital

Juneau, Alaska 99801-1182

Dear Representative James:

At a recent meeting of the APOA Board of Directors, we unanimously
agreed tooppose HB 159.

We oppose the proposed amendmentto AS 39.35.680(28)(B) regarding
the definition of a peace officerunder the retirement system. Qur
opposition is based on our interpretation of the amendment language.
Specifically, (B) appears to allow clerks, typists, and janitors to qualify.
We feel this amendment is inappropriate and should not be enacted.
You may contact us at the APOA office in Anchorage at 277-0515.

Sirtperaly,

tfvL.

JohnCharbonneau
State President

cc. Representative Gary Davis

FEB - 1 2000

Rep. Jeannette James
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FETIREN ENT BENEFITS FOR CORRECTIONAL W ORKERS

Assumption that start pay is $30,000

Annual
Annual Retirement Accrued Accumulated Monthly
COLA@1.5% Salary Rate Retirement Retirement Retirement Pay
Year |1 Start Pay $ 30,000.00 2.00% § 600.00 ¢ 600.00 3 50.00
Year 2 $ 450.00 ¢ 30,450.00 2.00% ¢ 609.00 ¢ 1,209.00 100.75
Year 3 $ 456.75 $ 30,906.75 2.00% § 618.14 $ 1,827.14 $ 152.26
Year 4 $ 463.60 ¢ 31,370.35 2.00% § 627.41 ¢ 2,454.54 % 204.55
Year 5 $ 470.56 ¢ 31,840.91 2.00% § 636.82 ¢ 3,091.36 ¢ 257.61
Year 6 $ 477.61 ¢ 32,318.52 2.00% ¢ 646.37 ¢ 3,737.73 % 311.48
Year 7 $ 484.78 ¢ 32,803.30 2.00% § 656.07 4,393.80 ¢ 366.15
Year 8 $ 492.05 ¢ 33,295.35 2.00% ¢ 665.91 § 5,069.70 ¢ 421.64
Year 9 $  499.43 ¢ 33,794.78 2.00% § 675.90 ¢ 5,735.60 ¢ 477.97
Year 10 $ 506.92 ¢ 34,301.70 2.00% 686.03 ¢ 6,421.63 § 535.14
Year 11 ¢ 514.53 ¢ 34,816.22 2.25% § 783.37 % 7,205.00 ¢ 600.42
Year 12 ¢ 522.24 ¢ 35,338.47 2.25% § 795.12 % 8,000.11 g 666.68
Year 13 ¢ 530.08 ¢ 35,868.55 2.25% § 807.04 ¢ 8,807.16 ¢ 733.93
Year 14 ¢ 538.03 ¢ 36,406.57 2.25% 819.15 ¢ 9,626.30 ¢ 802.19
Year 15 ¢ 546.10 ¢ 36,952.67 2.25% § 831.44 ¢ 10,457.74 ¢ 871.43
Yearl6j ¢ 554.29 ¢ 37,506.96 2.25% ¢ 843.91 ¢ 11,301.65 ¢ 941.80
Year 17 ¢ 562.60 ¢ 38,0609.57 2.25% § 856.57 ¢ 12,158.21 ¢ 1,013.18
Year 18 ¢ 571.04 ¢ 38,640.61 2.25% § 869.41 ¢ 13,027.62 ¢ 1,085.64
Year 19 ¢ 579.61 ¢ 39,220.22 2.25% § 882.45 ¢ 13,910.08 ¢ 1,159.17
Year20 ¢ 588.30 ¢ 39,808.52 2.25% ¢ 895.69 ¢ 14,805.77 ¢ 1,233.81
Year2l ¢ 597.13 ¢ 40,405.65 2.50% §$ 1.010.14 ¢ 15,815.91 % 1,317.99
Year22 $ 606.08 ¢ 41,011.73 2.50% § 1,025.29 ¢ 16,841.21 % 1,403.43
Year23 3 615.18 ¢ 41,626.91 2.50% § 1,040.67 ¢ 17,881.88 ¢ 1,490.16
Year24 ¢ 624.40 $ 42,251.31 2.50% § 1,056.28 ¢ 18,938.16 § 1,578.18
Year25 ¢ 633.77 ¢ 42,885.08 2.50% $ 1,072.13 ¢ 20,010.29 ¢ 1,667.52
Year26 ¢ 643.28 ¢ 43,528.36 2.50% $ 1,088.21 ¢ 21,098.50 ¢ 1,758.21
Year27 ¢ 652.93 ¢ 44,181.29 2.50% $ 1,104.53 ¢ 22,203.03 % 1,850.25
Year28 ¢ 662.72 ¢ 44,844.01 2.50% $ 1,121.10 ¢ 23,324.13 % 1,943.68
Year29 ¢ 672.66 ¢ 45,516.67 2.50% $ 1,137.92 ¢ 24,462.05 § 2,038.50
Year 30 ¢ 682.75 ¢ 46,199.42 2.50% $ 1,154.99 ¢ 25,617.03 ¢ 2,134.75
Year3l ¢ 692.99 ¢ 46,802.41 2.50% $ 1,172.31 ¢ 26,789.34 % 2,232.45
Year32 ¢ 103.39 ¢ 47,595.79 2.50% $ 1,189.89 ¢ 27,979.24 § 2,331.60
Year 33 ¢ 713.94 ¢ 48,300.73 2.50% § 1,207.74 ¢ 29,186.98 § 2,432.25
Year 34 ¢ T24.65 ¢ 49,034.38 2.50% § 1,225.86 ¢ 30,412.84 § 2,534.40
Year35 ¢ 735.52 ¢ 49,769.89 2.50% $ 1,244.25 ¢ 31,657.09 % 2,638.09
20 yr employee
3 highest yrs $ 39,808.52 1sttenyears =10X .020 = $ 7,844.62
$ 39,220.22 2ndtenyears =10x .0225 = $ 8,825.20
$ 38,640.61 Total Annual Retirement $ 16,669.82
$ 117,669.35 Monthly retirement $ 1,389.15
divided by three $ 39,223.12

Calculated on Excel lof I’



25 yr employee
3 highest yrs

divided by three

30 yr employee
3 highest yrs

divided by three

35 yr employee
3 highest yrs

divided by three

© B B BB

42,885.08
42,251.31

41,626.91

126,763.30
42,254 .43

46,199.42
45,516.67

44,844.01

136,560.10
45,520.03

49,769.89
49,034.38

48,309.73

147,114.00
49,038.00

Ist ten years - 10 X .020 =
2nd ten years = 10 x .0225 =

Total Annual Retirement

Monthly retirement

1st ten years =10 X .020 =
2nd ten years =10 x .0225 =

Total Annual Retirement

Monthly retirement

1st ten years =10 X .020 =
2nd ten years =10 x .0225 =

Total Annual Retirement

Monthly retirement
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Calculated on Excel

8,450.89
9,507.25

17,958.13
1,496.51

9,104.01
10,242.01

19,346.01
1,612.17

9,807.60
11,033.55

20,841.15
1,736.76
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Alaska State Legislature

Representative Gary D avis

April 7, 1999

MEMORANDUM

TO: Representative Jeannette James, Chair
House State Affairs Committee

FROM: Representative Gary Davir>£>—

RE: Request for Hearing on Houee'Bill 159 "An Act granting certain employees in
correctional facilities status as peace officers under the public employees’

retirement system ™

Please schedule a committee hearing on the House Bill 159 at your earliest
convenience. Attached are the following materials for inclusion in the committee

packet:

« Sponsor Statement
« Sectional Analysis
« Affected Statutes
« Letters of support

Thank you for your consideration of this request. If you have any questions or would
like additional information, please contact Deb Davidson of my staff.

Attachment

Session:State Capitol, Juneau, AK 99801 *Phone 907/465-2693 or 800/463-2693 « Fax 907/465-3835
Interim: 145 Main St. Lp., Stc. 223, Kenai, AK 99611 « Phone 907/283-7095 or 907/224-2051 « Fax 907/283-3075
Email: Representativc_Gary Duvis@Icgis.state.ak.us
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Alaska State Legislature

Representative Gary Davis

HOUSE BILL 159

SPONSOR STATEMENT

Correctional officers, like police officers, parole officers and tire fighters have the
opportunity to retire after acquiring 20 years of service. This opportunity is offered
primarily as an employment incentive. The state recognizes thatthese individuals are in
a highly stressful and dangerous type of emplin'-ment and offers this as an inducement

to them to remain with their careers.

Correctional officers, however, are not the only employees at Alaska's facilities faced
with stressful, dangerous situations. Nor are they the only ones who have consistent
contact with inmates on a daily basis. Most other employees also have constant
contact. It doesn't matter whether they are working in the kitchen, in the infirmary, in
maintenance, in the library or in the administrative offices. These employees work
alongside of inmates every day. |Ifthere is a problem requiring a "lock down" situation,
these employees are included in that lock down. It is this type of stress that can and
does lead to high employee turnover. Allowing them to retire after 20 years of service
instead of the current 30-year requirement can provide the incentive needed to keep

them on the job.

House Bill 159 provides non-correctional officer employees this opportunity and
incentive. In essence, itallows an individual to retire after 20 years of credited service
at a correctional facility. The required employee contribution increases from 6.75
percent to 7.5 percent to match that of correctional officers. Credit for prior correction
facility employment may be purchased for the cost of the additional employee
contribution plus any required interest. Like correctional officers, these employees
would be able to irrevocably terminate this coverage ifthey so chose.

House Bill 159 recognizes tnat any type cfemployment at correctional facilities can be
stressful and dangerous. It provides individuals who work there with an incentive to
remain at their jobs. It can also result in benefits to the state. With less employee
turnover, fewer funds are needed to train new employees. These savings can revert to
the general fund, or they can he used to provide additional on-going training for existing

personnel.

~Session: State Capitol, Juncan, AK 99801 « Phone 907/465-2693 or 800/463-2693 « Fax 907/465-3835
Interim: 145 Main St. Lp, Stc. 223, Kenai, AK 99611 « Phone 907/283-7095 or 907/224-2051 « Fax 907/283-3075
Email: Rcpresentative Gary_ Davis@legis.state.ak.us
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