
A Zero cost Permanent Fund System

The United States could quickly adapt to its new environment of sovereign wealth by organizing a state reserve system imitating the structure of the Federal Reserve.  The partial Private Sector control and partial government control satisfies most conservative’s concerns over deploying a permanent fund system. There is limited private sector control with the majority of State Reserve seats being staffed by regional and national banks and insurance companies.  There is only limited State control with a Governor appointed official as chairman of the State Reserve. There is only limited Federal control with a Presidential appointed official as chairman of the combined Reserve. There are no monopoly concerns with diversified state level participants and significant state level management. 
Each State Reserve will have its own portfolio of assets and its own mix of regional and national banks or insurance companies.  Banks and insurance companies have access to the most experienced money managers and make the best custodians for a hybrid state/federal permanent fund system. The debt reduction should be adequate incentive for performance with protecting the deposits and their investment motivator for risk abatement. 
Banks and Insurance companies subsidize the State Reserves with deposits which are then used as collateral for leverage and the accumulation of more assets and competitive returns. The deposits are treated as cash for risk management calculations. This is important for both insurance companies and savings and loans banks as all are required to keep cash reserves for risk mitigation and regulatory purposes. Deposits made into the State Reserves can continue to earn interest equal to 1 year treasury (or shorter duration). The State Reserves use the deposits as collateral and leverage up with the intent to earn returns. The investment should produce a return larger than the treasury obligations and permit for the repayment of deposits when necessary, growth of the fund in excess of annual deposits (owned by the government), and adequate debt reduction.  
Earnings are correlated between State GDP and Debt reduction allowing the permanent fund system to accommodate different levels of participation and returns. The larger states will demand larger deposits to deal with their larger state debt accumulations. The smaller states will have less demand and smaller State Reserves. All of the States are required to pay a portion of their earnings (above expenses) back to the Federal government. This permits all US jurisdictions access to assets and revenues to establish a durable and profitable permanent fund system. 
Revenues won’t be used for expansion of government. There won’t be any direct increases in government spending. Neither will revenues be used for direct reduction in taxes. Revenues will only be used for debt reduction. The debt reduction will contribute to a more secure and equitable economy for banks and insurance companies to extract rents and incomes from. Debt reduction is a goal that all participants could agree on with no competition for extra government spending or tax reductions. It protect the states and the federal government from challenges to its borrowing capacity and credit. It protects the banks and insurance companies’ investments into Treasuries by making the nation more resistant to default threats while preserving the government’s access to deficit financing. 
Deposits remain annual obligations for Reserve participants with compensation equal to the annual treasury. Deposits remain state obligations for repayment back to the participating private sector companies. All of the leverage and collateralization remains the property of the state government and Permanent Reserve system. The State Reserve assets are all off of Federal Governments balance sheet. No debt will result from losses with less risk in leverage and collateralization. The Federal government will receive a portion of the returns earned by the states and in return provide the banks and insurance companies providing the deposits and insurance against loss of the principal (similar in intent to the current FDIC but more comprehensive due to fixed values). 
After 10-20 years adequate permanent fund reserves should be accumulated at very little cost to industry or the public sector. There are no taxes. There is no confiscation of property. The deposits have a dual purpose; they contribute cash reserves for risk mitigation which is already mandatory by state laws and they provide leverage and returns for the state reserve. Leveraged deposits allow for the states to compete in an austerity environment maintaining low taxes and suppressing deficit financing. The Permanent Reserve system can be coordinated in a fashion similar to how European nations manage their pension systems like permanent funds for business intelligence and security purposes. It grants private sector executives and state level executives the opportunity to participate in the process. It also distributes the government control over a larger number of state and federal appointments. 
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