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FACT SHEET

ON
STATE VETERANST
7% vs 8%

LOANS

1. Present Inventory
a. Present "book"™ value of State owned Veteran®"s loans: $48.1 million,
b. Present average interest rate of State portfolio: 6.5% (net)
c. Present average interest rate (assumed) 1in the money market: 9%
d. Present "market" value of State portfolio: $35.6 million
e. Loss to the State: $12.5 million
2. Ongoing Inventory
Average: $36 million a year.
Assumption: Money market at 9%
$36 MILLION
Market Value Loss to
at end of yr, 7% 8% the State
1st $27 million $30.6 million 3.6 million
2nd 20.25 26.0 5.75
3rd 10 .2 22.1 6.9
$16.25 million
Impact on Veteran
a. Assume $55,000 ho: ,e loan
b. Assume $19,000 income
c. Fact: difference between 7% 8% = $480 a year 1in interest.
d. Assume 28% combined Federal State tax bracket.
e. Net $ impact on average veteran = $480 x .72% = $345 per year.

Conclusion

a. Veteran"s loans at 7% vs 8%
per year.
b. Impact on individual Veteran averages $345

C. Veteran®s loan of 8% still

costing State average of $5.42 million

per year.

below prevailing market rate.



The Matter of Veteran Loan Interest Rates

1. The purpose of the veterans®™ 1loans program 1is making low
interest loans to returning veterans for the purchasing, build—
ing and remodelling of homes and businesses and multi-dwellings,

and in a more limited sense for personal reasons.

2. The program has Tfunctioned exceptionally well since 1946
without expense ~0 the taxpayers of the State. The interest-
received from the loans has paid all operating costs and made

modest profits over the years.

3. Increasing interest rates from 7% to8% 1is a 14 1/4% increase
which 1is clearly inflationary at a time when inflation in all
other areas has already reduced the standard: of living for millions
of Americans. AlIl of Alaska"s citizens have been affected by
higher food costs, service increases, utility charges and svcry
other commercial fee.

The 1increases in taxes and insurance costs have been higher
than other rising cost or living items. Not only has the millage
rate been increased in most localities, but the value of the real
estate has oxcafated fear beyond the original cost to the owner.
Higher valuation has required more insurance coverage to incura

- i re > iiur ?2 <« »\ > n e *'u d >V st e ;i 'm

ether costs.

4. Vietnam veterans are just completing their educationand find—

in employment in Alaska* Many are juststart in. ami lic -, aid



this is what the increased interest rate would mean to them:

3.

a) on a 50,000 dollar loan for 25 years, payments at 7% for
RSI are $353 per month. At 8% payments are $385 per month,
a difference of $32 per month or $384 per year. This 1is a
substantial amount of money.

b) The total cost oi a $50,000 home at 7% for 25 years 1is
$105,900. At 8% the cost is $115,500, almost $10,000 more.
c) This additional money should be savings for emergencies,
education costs .or children, or to improve their* "quality
of living."

d) There 1is a very important item that must be considered
in any loan program that affects the veteran, the community
in which the property is located, and the state money 1in-—
volved. The maintenance of a home requires constant expen—
ditures lor labor and materials to insure the value of the
property will not depreciate. The extra interest cost: could
very well 1icopurdin- this c-ritical element. A reduction in
regular maintcnance generally costs more to the veteran in
emergency situations that could Impair his ability to repay
the loan. History shows that the last time interest rates
were increased the d< linquency t ite was the highest in the

history of the progranm.

lien e«in s oi lae low interest rate program have, been many and

the genera | citizenry of Alaska have profited along with the

vc toran popti lalLion .

a) It has stimulated home construction, repair end housing

in



general. In most cases home building has been with the vet-—
erans labor. The tax base needed to build schools, provide
Utilities, and maintain communities has been enhanced not
only by the cost of new construction, bui: by the value of
individual labor. Merchants have sold the materials for
building and durnishing, transportation companies hauled the
materials, laborers and skilled mechanics have been paid

for plumbing, heating, electrical and carpentry costs.

b) The veteran and his family have had a higher standard

of living or "quality of life" if you please, as a result of
the fruits of his labor.

c) Housing is critical in Alaska and has been throughout
the history of the territory ind the state. Thousands oi

units built under the veterans Loan program have aided 1in

alleviating that shortage. Itt Is not. enough but it has
helped. Mousing 1is still in short supply in every area of
the state.

d) The remote areas of Alaska have been specially aided by
the program. Loans in 60 small communities have reaped

untold benefits forl the rural community residents. Again,

not sufficient help, but a great assist 1in a cash short state,
a1 veterans h IV. none to school . » ilkd u 'cgon* hi 1 ... that
uou Id . MU:I. i .U .nG.i 11 , tJnt , bv i3t b" 1j I1leO r,
proved their "quality of life"” through use of 1low interest

veterans®™ loans.

The action to increase interest rates is taken at a time

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



have admitted that the reduction of home building in the U.S.
have created a depression. It has also created a housing shortage
that results 1in higher housing costs to those persons in the
lower 1income groups who ¢ an least afford it. The returning
veterans who are just finding employment are in the worst
crunch. Every $35 creates a reduction in living standards.

Alaska if facing a period of population growth that ex—
ceeds any prior period of history of the state.

Housing costs have skyrocketed in the pipeline impact area
because of lack of units being vuilt during the national policy
of "tight money”™ and high interest rates. We will not catch
up by discouraging building and reducing the money supply.

This 1is a time to encourage individual effort 1in home
building, 1improve prospects Tfor the small businessman and en—

courage individual production.

7. There 1is no need improv- the profit picture of the

Veterans loan program. In J° J97"i the not: profit was $767,00(1.
in lhe lipsf @months of 1Y 1075, ilie net profit was approxi—
mately v?1JU,UU(Q). Tin* progr-un pays all operational expense and

enjoys a good reputation in the state.

. The claim that: a I% increase will make $i|(jn,non ulditional

. Ic*i  ell IS 1im3e> oj” "1l 2.1 AfLLTrin lisl T r.im
loans wit 1 be sold and the VoLr. Revolving fund will get 7J/? of
. for servicing it coul I take $80 ini ilion 1in loans to generate
a gross of $000,000.

Actually if tp <program loans $75 million in ¥ 1075 at Jf



it wiil generate $125 ,000 in gross income 1in service fees for the
program. IT it made 50 million in loans which 1is not likely, but
is possible then $250,000 would be tennrated 1in gross income

from service fees. $250,000 is 1% of $25 million. This ammount
will make 2 1/2 business loan of $100 ,000-, "1 multi-dwelling loans
of $60 ,000 ; or 5 home loans of $50 ,000 each. The bend fits do

nc. support the adverce afreets on the majority oi veterans in

reducing their "ouality of life”.

0. The most important point is that every dollar invested in
veterans loans has been spent .in Alaska for the citizens and
veterans of Alaska. The state recicves a good interest rate

on the 1investment 1in veterans loans. There is a cash flow

oi more than $600 ,000 per- month vac.k to the general fund in
principal and interest on this 1investment. It generates business

and tax base.

10. Il in not a time to d.i ;courage housing, and business
starts in Alaska by 1increasing interest rates or penalizing
Vvetnam Veterans. It is 1 time to encourage idie veterans of
A Lanka to utilize their persons) labor.: and efforts to build

better homos and businesses to (he benefil oi all Alaskans.
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