


"An Act r e l a t i n g  to v e t e r a n s’ l o a n s . 1'

C O M M I T T E E  R E P O R T

H O U S E

Mr. Speaker: Date ‘ r ,)tl|jar

The Committee on ■ has had

under consideration. A Major i t y of the members of the Committee 

( ) recommends it DO PASS

( ) recommends it DO NOT PASS

( ) recommends it DO PASS WITH ATTACHED AMENDMENT (S)

( ) recommends it BE REPLACED WITH CS FOR ________________  AND THAT

CS FOR _____________________  DO PASS

( ) "and" recommends it BE REFERRED TO THE ____________________________

COMM ITTEF

( j reports it back WITHOUT RECOMMENDATION 

( ) "other"

Members signing the Major i ty report:

Members NOT concurring in the Ma j o r i ty report:

__________________________  recommends:

_______________________  recommends:

__________________________  recommends:

__________________________  recommends:

recommend s :

C ha i rma n



S T A T E  O F  A L A S K A  

Inter-Department Route Slip

t o :
MAIL STATION NUMBER. 3 ' / ^ /

A T T E N T I O N .

m

S/p 'Jyj &  <3'r. //*

rj Approval 

| Signature 

] C o m m e n t  

) Contact M e  

| Prepare Reply 

) For Your File

| Note &  Return 

LJ Initial &  Return 

T Return As Requested 

| | Return For Approval 

[ | Necessary Action 

1,4 Your Information

Oi 3

FROM:DEPARTMENT   -----------
b y  ,  A  »•'' r ' J i v n .  DATE

02-002 inrv.il/i2i



s %

F A C T  S H E E T  
O N

S T A T E  V E T E R A N S '  L O A N S  
7% v s  8%

1. P r e s e n t  I n v e n t o r y
a. P r e s e n t  "book" v a l u e  o f  S t a t e  o w n e d  V e t e r a n ' s  lo a n s :  $ 4 8 . 1  m illion,
b. P r e s e n t  a v e r a g e  i n t e r e s t  r a t e  o f  S t a t e  p o r t f o l i o :  6 . 5 %  (net)
c. P r e s e n t  a v e r a g e  i n t e r e s t  r a t e  (assumed) in t h e  m o n e y  m a r k e t :  9%
d. P r e s e n t  "ma r k e t "  v a l u e  o f  S t a t e  p o r t f o l i o :  $ 3 5 . 6  m i l l i o n
e. L o s s  to the S t a t e: $ 1 2 . 5  m i l l i o n

2. O n g o i n g  I n v e n t o r y
A v e r a g e : $36 m i l l i o n  a year.
A s s u m p t i o n :  M o n e y  m a r k e t  a t  9%

$36 M I L L I O N

M a r k e t  V a l u e  
at end of  yr, •7% 8%

L o s s  to 
the S t a t e

1 s t
2nd
3rd

$27 
2 0 . 2 5  
15

m i l l i o n

,d .2

$ 3 0 . 6  m i l l i o n  
26.0 
22.1

3.6
5.75
6.9

m i l l i o n

$ 1 6 . 2 5  m i l l i o n

I m p a c t  on V e t e r a n
a. A s s u m e  $ 5 5 , 0 0 0  ho: ,e loan 

A s s u m e  $ 1 9 , 0 0 0  i n c o m e  
F a ct: d i f f e r e n c e  b e t w e e n  7%

b.
c .
d.
e .

8% = $ 4 8 0  a y e a r  in i n t e r e s t .  
S t a t e  t a x  b r a c k e t .A s s u m e  28% c o m b i n e d  F e d e r a l  

N e t  $ i m p a c t  on a v e r a g e  v e t e r a n  = $ 4 8 0  x .72% = $ 3 4 5  p e r  year.

C o n c l u s i o n
a. V e t e r a n ' s  l o a n s  at 7% vs  8% c o s t i n g  S t a t e  a v e r a g e  of  $ 5 . 4 2  m i l l i o n  

p e r  year.
b. I m p a c t  o n  i n d i v i d u a l  V e t e r a n  a v e r a g e s  $ 3 4 5  p e r  y e ar.
c. V e t e r a n ' s  l o a n  of  8% s t i l l  b e l o w  p r e v a i l i n g  m a r k e t  rate.



T h e  M a t t e r  o f  V e t e r a n  L o a n  I n t e r e s t  R a t e s

I

1. T h e  p u r p o s e  o f  t h e  v e t e r a n s '  l o a n s  p r o g r a m  is m a k i n g  low 

i n t e r e s t  l o ans to r e t u r n i n g  v e t e r a n s  f o r  t h e  p u r c h a s i n g ,  b u i l d­

in g  a n d  r e m o d e l l i n g  o f  h o m e s  a n d  b u s i n e s s e s  and m u l t i - d w e l l i n g s ,  

a n d  in a m o r e  l i m i t e d  s e n s e  for p e r s o n a l  r e a s o n s .

2. The p r o g r a m  h a s  f u n c t i o n e d  e x c e p t i o n a l l y  w e l l  s i n c e  1946 

w i t h o u t  e x p e n s e  ~o t h e  t a x p a y e r s  of the State. T h e  interest- 

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

m o d e s t  p r o f i t s  o v e r  t h e  years.

3. I n c r e a s i n g  i n t e r e s t  r a t e s  f r o m  7% t o  8% is a 14 1/ 4 %  i n c r e a s e

w h i c h  is c l e a r l y  i n f l a t i o n a r y  at a t i m e  w h e n  i n f l a t i o n  i n  a l l  

o t h e r  a r e a s  has a l r e a d y  r e d u c e d  t h e  standard: of  l i v i n g  for m i l l i o n s  

of A m e r i c a n s .  A l l  o f  A l a s k a ' s  c i t i z e n s  have b e e n  a f f e c t e d  by 

h i g h e r  f o o d  c o s t s ,  s e r v i c e  i n c r e a s e s ,  u t i l i t y  c h a r g e s  a n d  svcry 

o t h e r  c o m m e r c i a l  fee.

Th e  i n c r e a s e s  in t a x e s  and i n s u r a n c e  c o s t s  h a v e  b e e n  h i g h e r  

t h a n  o t h e r  r i s i n g  c o s t  or living items. Not o n l y  h a s  t h e  m i l l a g e  

r a t e  b e e n  i n c r e a s e d  in m o s t  l o c a l i t i e s ,  but the v alue of  the r e a l  

e s t a t e  h a s  o x c a f a t e d  fear b e y o n d  the o r i g i n a l  co s t  t o  t h e  owner. 

H i g h e r  v a l u a t i o n  has r e q u i r e d  m o r e  i n s u r a n c e  c o v e r a g e  t o  incur a

- . . i i i .  r e  > i i u r  ? •. »\ > n  • • ' u  d  > V  ■>:t •' ; i '■

e t h e r  costs.

4. V i e t n a m  v e t e r a n s  a r e  j u s t  c o m p l e t i n g  t h e i r  e d u c ation and f i n d­

in e m p l o y m e n t  in Alaska* Many are just start in. ami 1 ic •, aid



t h i s  is w h a t  t h e  i n c r e a s e d  i n t e r e s t  r a t e  w o u l d  m e a n  to them:

a) o n  a 5 0 , 0 0 0  d o l l a r  l o a n  for 25 y e a r s ,  p a y m e n t s  at 7% for 

xD SI a r e  $353 p e r  m o n t h .  At 8°6 p a y m e n t s  a r e  $385 p e r  m o n t h ,  

a d i f f e r e n c e  of $32 p e r  m o n t h  o r  $384 p e r  y e ar. T h i s  is a 

s u b s t a n t i a l  a m o u n t  o f  m o n e y .

b) T h e  t o t a l  c o s t  oi a $ 5 0 , 0 0 0  h o m e  at 7% f o r  25 y e a r s  is 

$ 1 0 5 , 9 0 0 .  At 8% the co s t  is $ 1 1 5 , 5 0 0 ,  a l m o s t  $ 1 0 , 0 0 0  more.

c) T h i s  a d d i t i o n a l  m o n e y  s h o u l d  be s a v i n g s  for e m e r g e n c i e s ,  

e d u c a t i o n  c o s t s  . o r  c h i l d r e n ,  or  to  i m p r o v e  their* " q u a l i t y  

o f  l i v i n g . "

d) T h e r e  is a v e r y  i m p o r t a n t  i t e m  t h a t  m u s t  be c o n s i d e r e d  

in a n y  lo a n  p r o g r a m  that a f f e c t s  the v e t e r a n ,  the c o m m u n i t y  

in w h i c h  the p r o p e r t y  is l o c a t e d ,  a n d  the s t a t e  m o n e y  i n­

volved. T h e  m a i n t e n a n c e  o f  a h o m e  r e q u i r e s  c o n s t a n t  e x p e n­

d i t u r e s  lor l abor a n d  m a t e r i a l s  to ins u r e  the v a l u e  of the 

p r o p e r t y  w i l l  not d e p r e c i a t e .  T h e  e x t r a  i n t e r e s t  cost: c o u l d  

v e r y  w e l l  i c o p u r d i n -  t h i s  c-riticaJ e l e m e n t .  A r e d u c t i o n  in 

r e g u l a r  m a i n t c n a n c e  g e n e r a l l y  c o s t s  m o r e  t o  the v e t e r a n  in 

e m e r g e n c y  s i t u a t i o n s  that c o u l d  Im p a i r  h i s  a b i l i t y  t o  r e p a y  

t he loan. H i s t o r y  s h o w s  t h a t  the l a s t  t i m e  i n t e r e s t  r a t e s  

w e r e  i n c r e a s e d  the d< linquency t ite w a s  the h i g h e s t  in the 

h i s t o r y  of  the pr o g r a m .

3. lien • i n  s oi Iae low i n t e r e s t  r a t e  p r o g r a m  have, been m a n y  a n d  

the g e n e r a  I c i t i z e n r y  of A l a s k a  h a v e  p r o f i t e d  a l o n g  w i t h  the 

vc to ran popti I. a L ion .

a ) It has s t i m u l a t e d  h o m e  c o n s t r u c t i o n ,  r e p a i r  end h o u s i n g  in

\



g e neral. In m o s t  c a s e s  h o m e  b u i l d i n g  h a s  b e e n  w i t h  the v e t­

e r a n s  labor. The t a x  b a s e  n e e d e d  t o  b u i l d  s c h o o l s ,  p r o v i d e  

U t i l i t i e s ,  a n d  m a i n t a i n  c o m m u n i t i e s  h a s  b e e n  e n h a n c e d  not 

o n l y  b y  t h e  c o s t  o f  n e w  c o n s t r u c t i o n ,  bui: by  t h e  v a l u e  of 

i n d i v i d u a l  labor. M e r c h a n t s  h a v e  so l d  t h e  m a t e r i a l s  for 

b u i l d i n g  a n d  d u r n i s h i n g ,  t r a n s p o r t a t i o n  c o m p a n i e s  h a u l e d  the 

m a t e r i a l s ,  l a b o r e r s  and s k i l l e d  m e c h a n i c s  h a v e  b e e n  p a i d  

f o r  p l u m b i n g ,  h e a t i n g ,  e l e c t r i c a l  a n d  c a r p e n t r y  costs.

b) T h e  v e t e r a n  a n d  his f a m i l y  h a v e  h a d  a h i g h e r  s t a n d a r d

o f  l i v i n g  o r  " q u a l i t y  o f  l ife" if y o u  p l e a s e ,  as a res u l t  o f  

t h e  f r u i t s  o f  h i s  labor.

c) H o u s i n g  is critical in Alaska and has been throughout 

the h i s t o r y  of the territory ind the state. T h o u s a n d s  oi 

units built under the veterans Loan p r o g r a m  have a i d e d  in 

a l l e v i a t i n g  that shortage. It: Is not. enough but it has 

helped. M o u s i n g  is still in short supply in every area of 

the state.

d) The remote a reas of A laska have been s p e c ially aided by 

the program. Loans in 60 small c ommu n i t i e s  have reaped 

untold benefits for1 the rural comm unity residents. Again,

not suff icient help, but a great assist in a cash short state, 

a 1 V e t e r a n s  h  iv • none to school .  n  i i,d u: '  ' cgon* hi I • •: that 

U O U  l d  • M U :  I . i  . : U . n G . i  11  , ' J ' .  t  ,  b v  i  3 t  b "  1 j  I l e O  ! ,

p rove d their " q u ality of life" through use of low interest 

veterans' loans.

The action to increase interest rates is taken at a time 

h no nat ionally Interact rates are being reduced. Hcononi l.s



have a d m i t t e d  that the r e d u ction of home b u i l d i n g  in the U.S. 

have c r e ated a depression. It has also created a h o u s i n g  shortage 

that resul ts in h i g h e r  h o u s i n g  costs to those persons  in the 

lower income groups who c a n  least afford it. The r e t u r n i n g  

veteran s who are just f i nding  em ployment are in the w o r s t  

crunch. E v e r y  $35 creates a reductio n in living standards.

Alaska if facing a period  of population growth that e x­

ceeds any p r i o r  period of h i s t o r y  of the state.

H o u s i n g  costs have skyroc keted in the pipeline  impact area 

b e c a u s e  of lack of units being vuilt during the n a t i o n a l  policy 

of "tight money" and high  interest rates. We will not catch 

up by d i s c o u r a g i n g  b u i l d i n g  and reduci ng the money supply.

T h i s  is a t i m e  to e n c o u r a g e  i n d i v i d u a l  e f f o r t  in ho m e  

b u i l d i n g ,  i m p r o v e  p r o s p e c t s  for the small b u s i n e s s m a n  a n d  e n­

c o u r a g e  i n d i v i d u a l  p r o d u c t i o n .

7. T h e r e  is no n e e d  improv- the profit p i c t u r e  of the 

V e t e r a n s  l o a n  pro g r a m .  In J'Y J97'i the not: p r o f i t  was $767,00(1. 

in I he I i ps f (■> m o n t h s  of l’Y 1075, i lie net p r o f i t  w a s  a p p r o x i­

m a t e l y  v?IJU,UU(). Tin* progr-un pays all o p e  rat i ona I e x p e n s e  and 

e n j o y s  a g o o d  r e p u t a t i o n  in the state.

cl. The c l a i m  that: a  I ‘5 i n c r e a s e  w i l l  make $i|(jn,non u l d i t i o n a l
• ! c * i ell is 1 i ■ ’ • • > • i' '1 ■ ’ 11 ?.!. Afi.'r in !i ■' 'i r.i ■

loans w i t  1. be s o l d  a n d  the VoLr. R e v o l v i n g  fu n d  wi l l  get ]/?. of 

L'.’i f o r  s e r v i c i n g  it coul I take $80 ini i 1 ion in loans to g e n e r a t e  

a g r o s s  of $ 0 0 0 , 0 0 0 .

A c t u a l l y  i f  t p  < p r o g r a m  l o a n s  $ 7 5  m i l l i o n  in  1*Y 1 075 a t  J.‘f.



it w i i l  g e n e r a t e  $125 ,000 in g r o s s  inc o m e  in s e r v i c e  fe e s  for the 

p r o g r a m .  If it m a d e  50 m i l l i o n  in l o ans w h i c h  is not l i k e l y ,  but 

is p o s s i b l e  t h e n  $ 2 5 0 , 0 0 0  w o u l d  be t e n n r a t e d  in g r o s s  i n c o m e  

f r o m  s e r v i c e  fees. $ 2 5 0 , 0 0 0  is 1% o f  $25 m i l l i o n .  T h i s  a m m o u n t  

w i l l  m a k e  2 1/2 b u s i n e s s  l o a n  o f  $100 ,000-, 'I m u l t i - d w e l l i n g  l o a n s  

o f  $60 ,000 ; o r  5 h o m e  l o a n s  of $50 ,000 each. The bend fi t s  do 

n c . s u p p o r t  t h e  a d v e r c e  a f r e e t s  on the m a j o r i t y  oi v e t e r a n s  in 

r e d u c i n g  t h e i r  " o u a l i t y  of l i f e”.

0. T h e  m o s t  i m p o r t a n t  p o i n t  is th a t  e v e r y  d o l l a r  i n v e s t e d  in 

v e t e r a n s  l o a n s  h a s  be e n  s p e n t  .in A l a s k a  for the c i t i z e n s  a n d  

v e t e r a n s  of  A l a s k a .  The s t a t e  r e c i c v e s  a g o o d  i n t e r e s t  rate 

o n  t h e  i n v e s t m e n t  in v e t e r a n s  loans. T h e r e  is a c a s h  flow 

oi m o r e  t h a n  $600 ,000 per- m o n t h  vac.k to the g e n e r a l  f u n d  in 

p r i n c i p a l  and interest on this i nvestment. It g e n e r a t e s  b u s i n e s s  

a n d  tax base.

10. II in not a time to d.i ; c o u r a g e  h o u s i n g ,  a n d  b u s i n e s s  

s t a r t s  in A l a s k a  by i n c r e a s i n g  interest r a t e s  o r  p e n a l i z i n g  

V v e t n a m  V e t e r a n s .  It is i time to e n c o u r a g e  idie v e t e r a n s  of 

A  Lanka to u t i l i z e  t h e i r  p e rsons) labor.: a n d  e f f o r t s  t o  b u i l d  

b e t t e r  h o m o s  and b u s i n e s s e s  to (he benefil oi all A l a s k a n s .
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