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3 _FROM:

Office of the (Governor

Thi: memo is 1ntnnﬁad to 1n£orn 111 conuinionnxl about the

- Governor in his efforts to develop and refine enabling

All Commissioners
DATE '+ July 25, 1977

Fran Uimn:yfnirector MR SUKECT  aAlaska Permanent Fund
Policy Development and Planning ' Working Group

recently created Alaska Permanent Fund Working Group. If
you are not presently designated as a member and wish to be,

please contact me at your convenience.

On Wednesday, July 13, the firat meeting of the Working
Group was held. Unfortunately, very few commissioners were
able to attend. We are presently attempting to schedule
another meeting and would appreciate notice of whether you
could attend either July 29 or August 3.

The purpose of the Permanent Pund Working Group is to coordinate
the Administration's efforts on the Permanent Fund through
direct involvement of the agencies' personnel and research
capability. Attached is a preliminary work plan drawn up by

the Division as an example of the kind cf efforts to be
undertaken under the direction of the Working Group. The

Group will work toward coordinating agency efforts so that

they will be neither duplicative nor conflicting. The

ultimate task of the Working Group will be to advise the

legislation for the Permanent Fund and to prepare for eventual
implementation of the Fund. The Group will help all agencies
be prepared to respond to legislative inquiries for information
and to provide support for this effort next saession.

As defined in the attached letter from Governor Hammond to

Repressentative Gruening, Chairman of the House Special

Committee on the Permanent Fund, the Division of Policy

E;Ielog:-nt and Planning (DPDP) will serve as coordinator of
s effort.

The Division will attempt to circulate all available information
and reports to all participants, communicate regqularly with
the i.ginlativa committees and periodically convene briefing
sessions.




The Growth Policy Council has selected the Permanent Fund as
one of the foar major issues to discuss in this fall's

Public Forum program. One of the first items on the Working
Groap's agenda must be the review of the Public Forum questions
on the Fund. We should alsc discuss and dsvelop a consensus
on the work agenda and deadlines for work products ol all

participants.

mtothouqnitudoandlworﬂmotth.mtm
question, your personal participation is requested. In
addition, please consider designating a member of your
department to serve both as a liaison with the Working Group
and as manager of your department's actual work efforts.

Thank you.
Attachments

PAU/TS/1)s
cc: Governor Hammond



PLEASE NOTE: THE. FOLLOWING PAGES WERE TREATED
AS A UNIT IN THE ORIGINAL DOCUMENT.
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of ALASKA

L Fran Ulmer, Director
DPDP

June 27, 1977

Russ Cahill Permanent Fund Work
Bill Luria ., Program

Dona Lehr “ - : : »

Tom Singer

In his Jetter of transmittal of HB 298, the Governor identi-
fied several unsettled policy issues conceriiing the Permanent
Fund which require further investigation. Attached is a

work program which we feel addresses the Governor's major
concerns, identifies and cocrdinates State information
capabilities and reeds, and provides the information necessary
for Administration policy-making.

The Governor expressed great concern that the public should
be widely consulted concerning the goals for and uses of the
Fund. He also identified the need for crileria to guide fand
expenditures. Finally, he observed that the complex issue
of the proper mix between political and professional control
over the fund required further exploration. The work cate-
gories described below reflect these concerns as well as our
evaluation of additional data and research needs. The
specific work items are attached in chart form,

¥ Overview

This work area contains ongoing informalion gathering
and distribution efforts, as well as analysis and pre-
paration of information ir a format useful to decision-
makers (from DPDR's viewpcint, specifically for the
Governor). Tasks include continuing consolidation and
distribution of reports .nd data, fiscal planning, and
analysis of the implications of alternative proposals.

Goals Eor the Permanent Fund

The goals for the use of the public monies carmarked
for the Fund rightly must be derived from the public.
Thus, work in this area relates to coordinaltion of the
several public participation efforts and the management
of the Administration's activities in this area. Once
the public has expressed goals and aspirations for the
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III.

IV.

VI.

use of the Permanent Fund, the task emphasis

shifts to the interpretation of these goals, and
efforts to incorporate the goals into enabling legis-
lation. The various alternative fund structures must
be analyzed in terms of their ability to attain the
public goals.

Criteria and Performance Evaluation

DPDP is currently working in this area with the active
participation of other State agencie Once the goals
and major criteria areas are identif..:d through the
public participation process, specific effort can be
directed toward the refinement of criteria and the de-
velopment of performance measures.

Political/Professional Mix in Fund Decisions

One of the most difficult questions associated with the
Permanent Fund structure is how to maintain public
a.countability and control over Fund usecs while freeing
the fund operations from undue political pressures or
abuse. There are no handy models or obvious theoretical
answers to this question, as State investigations to
date have shown. There likely does, however, exist
expertise around the country which can be further
applied to this problem. We propose an approach which
would bring together in Alaska nationally prominent
bankers, fund managers, political scientists, economists,
etc., to discuss the question in a roundtable seminar.
Transcripts of this meeting, and subsequent evaluation

of the opinions expressed should contribute greatly to
GHtate poliny-maliers (both in the Administration and ina
the Legislature) attempting to develop or refine enabling
legislation.

Uses of Permanent Fund Earnings

The Governor's memo describing his new "tracking system"
allocates activities related to the Alaska, Incorporated
Working Group. The results of that working group, |
along with study of other suggested uses of Fund earnings
(e.g. reserve accounte, inflation hedge, Fund operating
expenditures) should be coordinated with the analysis

and development of enabling legislation for the Permanent
Fund principal.

Miscellaneous

Continued legal research is necessary to clarify allowable

options for Permanent Fund use as specified in the
constitutional amendment which cstablished the Fund.
LExamples include definition of "permanent" and "income

producing" .
Lastly, continuing effort must be expended to maintain
coordination with the legislative committees which are
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developing their own proposals for enabling legis-
lation.

Attached are specific work items designed to implement the
six generalized categories given above.
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TASK REQUIREMENTS - END PXODUCTS SUGGESTED
RESPONSIBILITY

a. Coordination a. In cooperation with Legislative a. Ongoing with monthly a. DPDP
! Allaluu,.COREDlidatG nast and status memos for agency
o existinc efforts and information distribution.
on Permanent Fund---Tussing report
on Alaska's cepital markets; STIAC
efforts; consultant efforts; legis-
lative committeses,; State agency
efforts.
o Fiscal Planning ba Analvsis of Etate revenue and expen- b. Revenue/Expenditure D [evenue, <
diture patterns uncder various Report; Fiscal Tocls Budgetd-Marn-
scenarioF implicetions for Permanent Evaluation (include agement |
; . Fund contributions; identification strengths and weax-~ T e Copg
i and E‘i_“dt¢Oﬂ of fiscal tocls avail- nesses); Recurring

able for State econcemic intervention Revenue Analysis

(Loan wrograms, bonds, CIP, Renewaple

Resources Revolving Fund, others):

alternatives available to move finan-

cing ci goveramert expenditures to a
i recurring basis.

Alternatives Evaluation c. Analysis and critique oif proposed al- C. Lvaihut101 of sffgres, Xn- c. DEDP ‘and
ternatives for the ermanent Funds saall alan ciuding growth, fiscal Revenue
consultantd work; coordination of and cconomic policy con-
agency comments. siderations; Reports to the

Governor.
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TASK REQUIREMENTS

* END PRODUCTS .

SUGGESTED
RESPONSIBILITY

Goals Formulation

Coordéinatcion

Issue Identification

Analy rsis

Public Prcfcrcnce
Evaluati
(J1~~a ca ﬁ ublic Forum
recsults now i

(871

=

n

Tdentification and coordination
of all public participation pro-
grams related tc Permeanent rund;
coordination of agency inputs:

Assist in structuring cuestions
for public discussion; assist and
in the preparaticn of background
information.

Analyze the implications of public
preferences and State policy con-
concerning the alterna:ives for the
Permanent Fund.

Develop mathodology tor Zncorporating
public fcrum responses into State
policv-making and buage ting process;
Inplementation.

RePewahble Resources Investigation

e.l.1 Secctoral Analysis relating to
renewable resnurces.

e.1.2 Program plans for enhancing
renevable rasource areas.

@.1.3 ILoan Programs LEvaluation

e.l.4 :?::v1+1L; of Revelopment
snocialicts in *orustry,
ficheries, tourism, agri-
culture.

Community Development Needs and

Potentials

Report on existing State investment

activity and performance and other
in-8tate cxneriences (Wative Corps,
employeecd pension funis).
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TASK REQUIREMENTS

END PRODUCTS

SUCGESTEI
RESZONSIBILITY

Criteriz & Performance Evaluat
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Develcem
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Preparaticn Zor Seminar a.
~a = an c -
Syntnesis Ol sSeominar h,

Results

- ~ - » 13wy 1 -
Use of Pormanent Fund Income
ek WL R,

C i & L
L™l s e T -,

Development of
embedy the goal
Permanent Fund uses.

Status rcport on largz scale project
evaluation criteria -

Development of perfovﬂance evaluation
measures o determine the performance

of fund management in achieving suhtnd
gOGlS.

Identification of seminar purticipantﬂ
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DLuC 16510n paper ovt;::Jng seminar
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Coordination with Alaska Inc. Working

\Group.

To be determined
Ongoing, with Status

Reports
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DPCP with broad
agency partici-
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_RT TASK REQUIREMEN1S END PRODUCTS SUGGESTED
RESPONSIBILITY
Micellazeous
a. Legal Analysis a. Define and “income pro- Dept. of La
ducmng“ 0I? cver-all vs.
sroject? e tc né or indivi-
duals?). Outlinas implilicacions as
these definiticns rsiatz to "prudent
person", inflation, resexve accouncts,
% put.into fund (greatzer than 25% ~
can it be withdrawn, interest={can
it bhe withdrawn?), etc. Summary of legal opinions
obtained by Logisla;;vc
conmittees.
Cocrdinasicn of Admini b, Maintain infermation £low among variou - oPD?
stratics and Legislativ participants.
activitaies.
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EFFORT

TASK REQUIREMENTS

END PRODUCTS

SUGGESTED
RESPONSIBILITY

35 Overview

a. Cooréination

e
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MRRE e
LEAL ACEY

Fiscal Planning
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Alternatives Evaluation c.
/
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In cooperation with Legislative
Affairs, consolidate past and
existing efforts and information

on Permanent Fund--Tussing report
on Alaska's capita’. markets; SIAC
efforts, consultant efforts; legis-
lative cummittees, State agency
efforts.

Analysis of State revenue and expen- b.
diture patterns under various
scenario’; implications for Permanent
Fund contributions; identification
and evaluation of fiscal tools avail-
able for State economic intervention
(loan programs, bonds, CIP, Renewable
Resources Revolving Fund, others);
alternatives available to move finan-
cing of government expenditures to a
recurring basis.

Analysis and critigue of proposed al- C.,
ternatives for the Permanent Fundgoemd
consultantg work; coordiration of

agency comments.

Ongoing with monthly
status memos for agency
distribution.

Revenue/Expenditure
Report; Fiscal Tools
Evaluation (include
strengths and weak-
nesses); Recurring
Revenue Analysis

Evaluation of efforts, in-
cluding growth, fiscal

and economic policy con-
siderations; Reports to the
Governor.

Revenue,-and
Budgety-Man-
agement)?muuAmﬁ
C < Teneg  Comm i

DPDP and ;
Revenue




‘I"T'E_u';ﬁ“:ur‘(twt p "-'_-"-Lj»_‘i"_' A |V A AL iy -.”!,_.._--”_,.‘. i -{".": i -__\-»_.-;__‘:_v:,_u_.-.-.;,u—r-- ¥ AT, ..-. ANENT FUND WUK i .,_ O s e _1:_{,_.::, TN .,‘._-'_:',_'.-\.:_?:. ,.’1.';'\ }.':.'T?' i-, SRR .

EFFORT TASK REQUIREMENTS END PRODUCTS SUGGESTED

RESPONSIBILITY

IL. Goals Formulation

a. Coordination ' a. Identification and coordination a. Ongoing, with monthly a. DPDP

: of all public participation pro- status memos for agency
)ﬂﬂ/ﬁ grams related to Permanent Fund; distribution.
coordination of agency inputs.
b. Issue Identification b. Assist in structuring gquestions b. List of specific questions; b. DPDP and
‘ /?_§V7ﬁ gor public discgssion; assist and Background information. Revenue
L«aff )ﬁ7 2 - 3 in the preparation of background
s fdﬁ\[”ﬁmﬂbﬁgj information.
C Analysis " C. Analyze the implications of public Cs Report including means fox G+ DPDP
_ re §€ K preferences and State policy con- refining enabling legis-
\jﬁf% ) 1) Js ~WIRT ;_(4 concerning the alternatives for the lation.
;e#~—*”/;5lhkfuff S~ Permanent Fund.
d. State Budget Process d. Develop methodology ior incorporating a. Ongoing d. DPDP and
N § UM public forum responses into State . R+ A
/)pg;“' policy-making and budgeting process;
' Implementation.

c. Public Preference e.l RePewable Resources Investigation I
Evaluation e.l.1 Sectoral Analysis relating to t.l.1 Report e.l.1 Revenue
(based on Public Forum renewable resources.
results now in hand) e.l.2 Program plans for cnhancing e.l.2 Report e.l.2 ADF&G

,,1;'5 renewable resource areas.
ff{JLL ' e.l.3 Loan Programs Evaluation e.l.3 Report e.l.3 B & M
) S i e.1l.4 Activities of Development e.l.4 Report e.l.4 CED
g specialists in forestry,
fisheries, tourism, agri-
culture.
e.2 Community Development Needs and e.2 Report e.2 DCRA and
Potentials CED
e.3 Report on existing State investment e.3 Reports e.3 Revenue
activity and performance and other
in-State experiences (Native Corps,
employeeg pension funds).
Rayaw of , (
e.4 Repest_on_"shares in Alaska" concepte e.4 Report e.4 B &M o
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EFFORT

TASK REQUIREMENTS
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IT1I.

ad.

Criteria & Performance Evaluation

Loan Criteria a.l
Development

G c“’\
7.,.._6 4

J é’_,y!‘

Performance Evalu-
ation Development ﬁ

gh 56 o {reran
s

Political/Professional Mix

Preparation for Seminar a.

Synthesis of Seminar b
Results P
: V¥

VEAT

Development of loan criteria which
embody the goals determined for
Permanent Fund uses.

Status report on large scale project
evaluation criteria.

Development of performance evaluation
measures to determine the performance
of fund management in achieving stated
goals.

Identl icati of seminar participants
f ¢7--23 n-ﬂ--ﬂ\--\ o-\p?‘\'\l_ B—‘-""‘E)\-—k-
Discussion paper outllnlng seminar
results and the implications for
alternative Permanent Fund structures.

To be determined

Ongoing, with Stetus
Reports

To be determined

Seminar, Transcript

Report

To be determined

DPDP with broad
agency partici-
pation.

To be determined
Q&ﬂﬁm&th)vYDﬁ
Toa' M\ L)

To be determined

DPDP

To be determined

Use of Permanent Fund Income (Coordination with Alaska Inc. Working
\Group. A\
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EFFORT

TASK REQUIREMENTS

END PRODUCTS

SUGGESTED
RESPONSIBILITY

VI. Micellaneous

a. Legal Analysis

CamC NS
y A
J ¢ 6

A

Coordination of Admini- b.
stration and Legislative
Activities.

Define "permanent" and "income pro-

ducing"

(market ROI? over-all vs.

project? income to fund or indivi-

duals?).

Outline implications as

these definitions relate to "prudent
person", inflation, reserve accounts,
% put into fund (greater than 25% -

can it be withdrawn, interest—f{can
it be withdrawn?), etc.

Maintain information flow among various

participants.

A.G. Opinionss

Summary of legal opinions
obtained by Legislative
committees.

Dept.

of Law
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TO:
r_Fran Ulmer
Director .
RS  alaRrTy
FROM: SUBJECT:
Tom Singer : Revenue/DPDP Permanent Fund
Senior Planner Memos

I have three basic problems with Comm. Gallagher's memo of 6/27:

1. It is not clear to me that the SIAC or the Dept. of Revenue have
established primacy in the Adnminjistration policy - making effort
for the Permanent Fund. Has the Governor ordered this? Does he
‘really .want them to.be.the '"top box"?

2. Comm. Gallagher's breakdown of the issues into economic diversifi-
cation (development?), Savings, and Community Development assumes
certain decisions and catagories of use which have not yet been
adequately supported by public input or technical analysis. 1f his
catagories stand, they should

a. be subject to both analytical and theoretical scrutiny to
help provide a systematic and clearly justified basis for
government intervention in the State's economy - what market
imperfections or public entreprenecurship is government
addressing, and

b. be clarified to explicitly eliminate certain types of large
scale industrial development projects which are neither desired
by the public nor in need of public capital if they are truly
economically viable,

5. The policy and decision - making process embodied in the present
Administration bill is wholly inadequate. The SIAC's proposed Fund
structure could be almost perfectiy insulatcd Crom any form of public
control.

As for the bulk of the Memo, 1 have no great objection to any
of the specific efforts rccommended by Comm. Gallagher. We do need
his support for scveral of our more important proposals, however;
(or do we?) specifically I.c Alternatives Evaluation (DPDP in "top

woatE B Fet Rawt kB f malTH Efushat WA A TPYIT T
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box"), II.b Issue Identification, II.c Analysis, and IV. Political
/Professional Mix.

A few more specific criticisms of Comm. Gallagher's memo follow:

* Comm. Galagher's laundry list of agencies on the first page
is followed by little thought as to what these agencies should
do.

* The Revenue-dominated SIAC's rapport lies with White Weld,
ADL, and Price Waterhouse, etc. and Alaskan developers, not
with "Alaska's various interest groups."

* Using the first meeting of the Working Group to assign tasks
offers little time for member agencies to figure out what needs

~doing.

* Again, Comm. Gallagher's approach begs the question of where,
why, and how to structure cconomic intervention by the State,
and eliminates such alternatives as 'maximize return »nr safety
(invest outside) or the provision of more direct benefits by
expanding existing State loan programs such as eduaccion loans.

* Regarding economic diversification, can the 'one-shot' pro-
vision of capital insure the long-term success of any enter-
prise or industry which was not already operating or success-
ful - why didn't the market already respond to that oppor-

tunity?
* The potential role of the Permanent Fund in community develop-

ment has been inadequately addressed with respect to needs,
opportunities, or pricing.

* What is being done about Alaska, Inc? Is that the only use of
Fund income being considered?




ALASKA PERMANENT FUMD INTERIM ACTIVITY

fuke

Wi o & uﬂéﬁ(

e Wa!’u[ o Uj

tm

Dept. of Revenue

M

w/dmk WIC and

M / J State Investment
on /e / Advisory Committee

%%d M

Admindistrative
Worling Group

iy /171 x,va i?ﬂé*“ N v L foa et “” Alaska
@ﬁﬁ/ Permanent TFund
//.?(’.A.a![// mzz/r/\ f"'r"’(/"’" t ‘, ;i

Econonic Community
Diversifii- Savings Development
cation Account Investments

Public
Information
and
[npul
. Dept. of Commerce & Economic ~ . Dept. of Revenue . Municipal Bond Bank . Division ol Policy
Development . Dept. of Comnerce & e Authoricy Deve lopment: & Planning
Dept. ol Revenue Economic Development . Dept. of Community & » Depty of Revenue
Dept. of Labor s« Div. of Budget & Repional Affairs . Dept. of Community *

Governor's Office ( 111'\ Management . Dept. of Revenue Regional Affairs
Dept. of Natural Resources fA . Dept. of Administration Dept. of Transportation . Governor's Office

Division ol Policy Develop- » Dept. of Administration . Dept. of Commerce & .
ment & Planning Div. of Budget & Leonomic Deveiopment
N Management
/ J . Div. of Policy Develop=

3 | > ‘ Policy Do
) /2 (}L/( {( f /)L/) /(//() ‘ : ment & |.|.II1I1III,_

Dept. of Commerce & g

S{'/f- p ,,‘Lf I Feonomice Development

e




ALASKA PERMANENT FUND WORKING GROUP
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The Governor appointed the Department of Revenue as the lead agency for the

/ ﬁﬂv@%%{

administration in the development of the Alaska Permanent Fund. Turther, the

Governor appointed the State Investment Advisory Committee to aid the State in Lhe

development of the Alaska Permanent Fund (the S.I.A.C. is statutorily mandated to

advise the State on investment policy). It is my recommendation that the proposed

administrative Alaska Permanent Fund Working Group report to the State Investment

Advisory Committee in order to continue the rapport already established with Alapka's

various J'.nterc'.s{@ The purpose of the Working Group will be to develop

recommendations on policy for the S.L.A.C. based on public input and State agency

Progrims.

wa}ﬁ‘f-‘:’—ﬂ /L[(h'/""/‘" (':; _{x/?./(:“rk’.. 0}; /

The Division of Policy bevelopment and Planning will be responsible for

coordinating the efforts of the Working Group. 1t will monitor report preparation

and distribution to all agencies.  EBEach apgency will be responsible for the preparation

of reports and subscquent presentatlon to the Working Group.  The Division of
| |

Policy Development and Planning and the Department of Revenose will be responsille

for jointly preparing a final report to the State Iovestment Advisory Committec,

The membership off the proposed Working Group be comprised of the following:

Department
Department
Department
Department
Department
Department
Department
Department

Governor's

of

ol

of

Revenue/Commissioner's Of( {ee
Commerce & Fconomic Development/Commissioner's Offfce

Community & Regfonal Affalrs/Commissioner's Office

of Transportation/Commissioner's Of (e
of Administration/Commissioner's OfMee
of Labor/Commissioner's Office
of Natural Resources/Comnmissioner's Offlee .

q |" .

e AN e
of Law/Attorney General's Off fee —7 7/ d ]

{24 4 ‘; (e 2 .';."_ .-",'J“
‘ . /

Office/Kent Dawson y 2 /,4',,’
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Office of Budget & Management/Ron Lind
Division of Policy Development & Planning/Director's Office

Alaska Municipal Bond Bank Authority/Dave Rose

The Working Group should be sub-divided into the following categories for partici-

pation purposes:

a. Public information and input
fV,/ jf\m, Uy Sl f/7
[, a‘_;{-‘m/u»“ /A-!? /} /»: f‘/./u-( 1/ %‘:;’/‘
. J(‘.fﬁ ) V/ f‘f)‘/ {()t_ / F LV r /:’ AT

d. Economic diversification ///,,,,,,,,m

b. Community development investments

c. Savings account

" " J f"":"" :
£f 4 J
zf’fd‘ s f 2 /Pbk assignments will be made at the [irst
ol 5( i) N s e
¢ u‘-‘ ) J(m‘b:nynlnont should take into coasideration each ageney's major area of activity and

J ')lui\

ee

ting of the Working Group. Each

expertise, c.p., Community and Pepional Affairs be assigned in the community develop-
/\/0 ment arca; Divislon of Policy Development and Planning for agency coordination

((N’!g'fn ulating reports for comments, t[n-ltllil;")" ete.), and so on.
w//i’ﬁ/ LOU}(/I‘/‘ o) JR 1HEI

Specific Questions Lo be Addr esse l| Iw l l"ll_ nl aska Pe rmanent Fund Wor lcm Group:
SpeCLric Juest 101 b AR S 5 l

L I'nl)lh Comment .uu[ lnlut'n:linn [nput

How should the Alaska Permanent Fund monies be invested? /! /) x
N .4,
Y c')-: /

A. TInvestments in the private sector. V7 ot
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1. Investments In capital intensive sectors versus fovestments in labor 4,0 %
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2. TInvestments which subsldize project development through interest rates ,‘4'
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lower than market rates of interest. P
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3. Investments at market rates of interest. g




4. Investments to diversify the cconomy In order to eliminate seasonal

effects of certain industries, implement new industries, and to broaden the State's
L.t
recurring tax base. '““!\/‘5-67 So~€ f’%c 17/ C ‘V&/J/(“' C/ift/ Kﬁo TUT =

5, Investments which minimize environmental impact. (ﬂA./ /ﬂ) VI S Jans (jf{
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B. Community development investments. @zf/(/fé /‘k.
Some types of community development projects which need to be considered
by the public include: /‘]5/( (g T A /%/8
1. Housing.
2. Infra-structure development (to include utilities, transportation,
communications, power development, ete.).
3. Financial assistance to communitics through providing trust, guarantee,
and other types of apreements for municipal securities.
Questions which need to be asked pertinent to community development include:
1. What kind of housing: single family, multiple, large housing develop-
ment projects (condominium development)?
2. Would there be a limitation on infra=structure development assistance?

3. Should there be a specific J;tmmml. allocated for community development
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C. Savings account,

The savings account concept means that the Alaska Permanent Fund could be
cither partially or wholly invested in the finaneial sceuritices markets,.  This concepl
fopl Fes dnvestments of the Alaska Permanent Fund monies In U. S, government securition,
BAa scecuritices, and other scceurities of a similar rating. The objective is Lo carn
the preatest amount of income while minimizing the amount of risk in order to iInsure

the preservation of the Permanent Fond.,  Questions to be presented to the publie

"~ ‘. ’
A AL
include: J/ snstin Lgon ) A

e J ol
f.r.,-',J P A A f} bt

e 8




1. What percentage of the Alaska Permanent Fund should be allocated to the

savings account concept?
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D. Alaska, Inc.

1I. State Agency Data and Studx..:¥%$gﬂ§7

A. Investments in the private sector.
Information concerning Alaska's economy may be useful in evaluating invest-

ment proposals submitted to the Alaska Permanent Fund. The development of a sectorial

dqnalysis of the State's economy to provide information to be used for evaluating

Mvestment proposals is an important aspect of the State agency and deta area. Such
r
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questions as the following may be asked: doplve VT Wl

1. What scctors of the State's economy are more attractive for investment
cnc? " 3] 4 il 7 :_- O
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2. What sectors of the State's economy should be considered [or purposes of
prioritizing investments from the Alaska Permanent Fund in the State's economy?

3., Should there be an allocated amount of Alaska Permanent Fund monices

designated for investment purposes into a particular sector of the Alaska economy?

B. Community development investments.
1. Regional prowth rates (actual, projected, limitations).
2. Projected housing needs.
3. Mutual options for community Investments in the categories of electric
power, utilities, transportation facilities, and communication.
4. An inventory of community investment opportunitics. (a4
5. An dinventory of community credit characteristics.
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C. Savings accomt (financial management and investments).
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1. The State's investment management experience in the security market.

2, Investment management experience of other investment managers.

D, Other technical questions.
1. Legal meaning of "permanent" and "income producing".

2. Comparison of cost of administration of other State investment funds.

E. Alaska, Inc.
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™ [ phe Honorable Clark Gruening

FROM:

The Honorable Terry Gardiner
DATE 1 May 6, 1977

Dona Lehr, Acting DirectorSms ol suslct: Permanent Fund Work
Bill Luria, Principal Planner &e&¢ Prcgram

Policy Development and Planning

Office of the Governor

At your request, we have taken a look at the various work
efforts you and your staff people have identified as heing
needed to develop the enabling legislation for the Permanent
Fund. We have tried to organize the efforts involved in a
logical order, as well as to include some of our own thoughts
and recommendations. Attached is a breakdown of the range
of suggested research,/censultanl efforts geared toward
generation of enabling legislation for the Permanent Fund.
Included are specific task suggestions, rationale for each
task, end products and possible areas of responsibility.
(Excep!: for certain elements of the Fiscal Planning effort,
we have not taken a hard look at how the Renewable Resources
Revolving Fund will be integrated into the Permanent Fund
work cffort.)

It should be noted that an exact delineation of each task

effort, and who should do whal, is not necessary at this

time. More specific rcequiremerts - in-house vs. consultanks

for example - will evolve as the program proceeds. The

important point is that the program get started immediately.

Not attached, but available, is a flow chart depicting what

we think should be accomplished and when, as well as highlighting
critical milestones/decision points and public input and

internal review points. The chart can secrve as a tool for
monitoring the progress of the effort.

Our initial recommendations are:

1, Pool the collective knowledge and back—-up material of
your staff people, SIAC, DPDP and the Public Forum so
that a refined set of goals, obhjectives and arcas of , )(
concern can be identified. This will then form the VP[% 4
basis for refining the attached as well as: (a) generating
a detailed outline of what will go into the Legislative
Report and the Public Forum Document; and (b) defining
and ascigning specific rescarch/consultant efforts that
should start soon; /
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2. The following research efforts should be started immediately
in order to provide back-up for the Legislative Report
and the Public Forum Document:

* gverview of the general implications/impacts of
the Permanent Fund on Alaska;

* preliminary investigations of alternative fund
management strategies;

* continuation of the legal analyses; and

* initial State fiscal planning, looking at the
strengths and weaknesses of existing fiscal tools.

3. Delegate (or hire) one person who's responsibility will
include monitoring the progress of the work effort as
well as coordinating the various legislative, executive
and consultant inputs; and

4. Clarify the relationship between the Executive (DPDP,
Revenue and the SIAC) and the Legislative (House and
Senate) branches regarding the overall work effort.

DPDP can provide the following: 1) coordinate State agency
participation; 2) assist in monitoring program progress; 3)
assist in defining and monitoring consultant efforts; and 4)
participating directly in research efforts (particularly

fiscal planning), goals formulation and Public Forum workshops.

DKL/BL/1js

Attachments

cc: Fran Ulmex
Brian Rogers




PERMANENT FUND WORK ELEMENTS

(Excluding Public Input)

Page 1 cf 5

SUGGESTED
EFFORT TASK REQUIREMENTS RATIONALE END PRODUCTS RESPONSIBILITY
Summary of
Background

Information

.Public Forum

« SIAC

.Misc.

General
Implications

.Broadbrush

.Analytics

What has been said; what directions were
given; what can't be determined; what
problems were highlighted (comprehensive,
absence of back-up material); what can
back-up material provide?

Summary of SIAC consultant inputl's, future
plans, coordination pwossibilities.

Prior consultant advice; legislative/staff
points of view and information; types of
investments, management, results, per-
formance of other major investment efforts
in Alaska (e.g. Native Corporat:ions).

|
!
|

Think piece on potential impact of fund on
Alaska, in-state vs. out-of-staie invest-

ments; efficiency of capital markets, loan
vs. direct expenditures.

l
{ Analytical evaluation of above-impacts on

| population, per capita income, and growth.
|

|
|

|
!

Provides basic input
for formulating refined
set of goals and for
generating Legislative
Report and Public Forum
Document.

Same as above plus input
to developing fund man-
agement strategies.

Same as above plus pro-
vides some guidance for
individaal investment
investigations.

Provides back-up infor-
mation for Legislative
Report and Public
Forum Document as well
as helping to define
more specific areas of
investigation.

Same as above.

Preliminary list
of goals, objec-
tives and prior-
ities, and areas
of concern.

Summary memc of
information.

Summary memo.

Memo-type
report.

MAP-model
Report.

Legislative staff,
DPDP, Jack Kruse.

SIAC, Revenue.

Legislative staff.

Legislative staff,
ISER (Arlon i

Tussing) . ~. g/
INE

ISER.
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PERMANENT FUND WORK ELEMENTS

EFFORT

TASK REQUIREMENTS

—(Excluding Public Input)

PRe e

RATIONALE

END PRODUCTS

SUGGESTED
RESPONSIBILITY

Legal Analysis

.Preliminary

.Final

Fiscal Planning

.Initial

.Preliminary

.FFinal

Define "permanent" and "income producing"
(market ROI? over=-all vs. project? income
to fund or individuals?).

Refine above plus defining "prudent person,"
inflation, reserve accounts, % put into
fund (greater than 25% - can it be with-
drawn, interest (can it be withdrawn)?

' P
_ Fin tc. pafeEy e 101

<) paiCy

Definition of fiscal tools (iocans, bonds,
CIP, Renewable Resources Revolving Fund,
general fund, etc.) strengths and weak-
nesses. :

Short- and long-term possible expenditure
patterns combined with alternative revenue
projections. Investigate size of "surplus"
in general fund, implications for Permanent
Fund contribution, context for cvaluating
alternative uses of earnings moving the
financing of covernment expenditures to a
recurring basis.

Continuation of above.

Provide back-up infor-
mation for Legislative
Report.

Highlights constraints
to fund management
strategies and indivi-
ual investments.

Back-up input to legis-
lative Report.

Provides input to in-
terim goals formulation
and Public Forum Report.

Provides input to
selecting optional
fund management
approach (es) .

Internal memo
with recommen-
dations.

Same as above.

Internal memo.

Same as above.

Same as above,
but effort is
on-going beyond
Permanent Fund
effort.

Legislative staff,
Law.

Same as above.

DPDP, B&M, Revenue
Legislative staff.

Same as above and
ISER.

Same as above.




PER'IANENT FUND WORK ELEMENTS
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EFFORT

{Excluding.

TASK REQUIREMENTS

ublic Input)
pusy

RATIONALE

END PRODUCTS

SUGGESTED
RESPONSIBILITY

Legislative Report

- Public Forum
Report

Fund Management
Activities

.General

.Interim

.Final

Generate reports including back=-up informa-
tion and tabloid-ready questions.

Critique of present enabling legislation
overview of CDC, Development E .nks, State
Banks, credit unions, consumer ccops, etc.
- traditional goals.

Refinement of above including a comparative
evaluation, pros & cons, implications, re-

lationships to State goals, general selec-

tion criteria, test strategy with types of

investments.

More detailed anianalytical evaluation of
selected management fund strategies in-
cluding analysis of practicality, conflicts,
with existing legislation, implications,
political considerations (special interest
groups) .

Forms basis for public
information/public
input process.

Background information
for Legislative Report,
Public Forum Document
and interim goals form=-
ulation.

Part of decision-making
process to narrow down
management funds to a
select fuw.

Part of decision-making
process to select op-
tional management strat-
egy (ies), input to fund
structures and legis-
lative decisions.

Memo-type
report.

Report (s) with
recommendations
for selected
management
strategies.

Report(s) with
recommendations
for optional
management
strategies.

Legislative staff,
Public Forum
staff.

Legislative staff,
consultant mix

(straights,
freaks, ISER, Tom
Singer).

Same as above.

Same as above.




PERMANENT FUND WORK ELEMENTS
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Page

(Excluding Public Input)
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EFFORT

TASK REQUIREMENTS

RATIONALE

END PRODUCTS

BEUGGESTED
RESPONSIBILITY

Fund Management

§Eructure

.Preliminary

.Final

Investment
Studies

.General

.Interim

.Final

For selected management alter-
natives, investigate structural
make-up potentials-control, or-

accountability, performance
evaluation, flexibility to
change, safety and maintenance
of fund

Refinement of above, including
investment criteria, staffing,
funding, location (centralized
or regional), pilot projects
requirements, sunset concept

Overview of investment oppor-
tunities, sectoral and region-
al analyses, State programs,
evaluation (in terms of market
return/viability)

.Refinement of above, including
rationale, criteria for project
selection, measures of success-
long-term implications, sensi-
tivity analyses, specific in-
vestments comparative cvalua:-
tions

Effort is an on-coing responsi-
bility of fund managers

ganization, operating procedures,

input to final
structure
decision

basis of enabl-
ing legislation

general back-
ground infor-
mation, back-
up input to
Public Forum
Document

provides in-
put to enabl-
ing legisla-
tion, as well
as to the al-
ternate fund
managers

memo-type report highlighting
strengths and weaknesses and
initial recommendations

report with final organization-
il recommendations

report outlining investment po-
tentials and relationship to
fund management alternatives

report detailing initial invest-
ment opportunities

SIAC, legislative staff,
~ronsultants

Same as above

Same as above plus various
State agencies

Same 1s above




PERMANENT FUND WORK ELEMENTS

(Excluding Public Input)
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SUGGESTED
EFFORT 'ASK REQUIREMENTS RATIONALE END PRODUCTS RESPONSIBILITY
Enabling Bringing together all the above - - legislative staff
Lecislation into formal legislation
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July 5, 1977  FOLIcy py

Hon. Terry Gardiner
Alaska State Legislature
P. 0. Bcx 6092
Ketchikan, Alaska 99901

Re: Permanent Fund
Dear Terry:

We have finally come out from under long enough to
give you a short answer to your questions on this. In orxder
of your inquiries, the answers are as follows:

(1) The creation of the permanent fund did not
legally obligate the legislature to keep the income of the
fund abreast of inflation. There almost certainly is an
implied obligation to manage as a prudent person, which
means that reasonable efforts to make profitable investments
with an eye on inflation are probably a legal requirement.
We confess that we cannot be sure. We will have to compare
the language establishing our permanent fund with that of
others and see what the cases say.

(2) Appropriations made to the permanent fund by
law may not be withdrawn even cthough they arc in cxcess of
the amount required by the constitution. Only the income of
the fund is available from the fund. Of course, a standing
appropriation could be repealed, and if so, no further money
would go into the fund from it.

Please advise if you require more on this., We
realize that there will be hundreds of questions, We cannot
conduct unlimited research on all of them. Fox the most
part, we believe it will be best to limit our research to
the issues which are of practical application. FEven then,
we will be stretched.

Sincerely,

AVRUM M, GROSS

ATTORBLEY GE y!f WAL
A f

Y =X ‘:"\ ."“\"

~
" Rodger V. Pegues
RWP:chp Assistant Attorney General

ce: Clark Gruening,
Fran Ulmer
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TO:
r_Fran Ulmer

FROM:

BATE: ' .2\ July 18,1977

/y
y&e g ,
Tom Singer {/4\~ s Permanent Fund
; ‘Work Status

Fran, the following items need to be addressed before ycu
meet with Clark Gruening on Priday. Unless your ideas for
DPDP on the Permanent Fund have changed, the strategy of
working closely with Clark remains our best (only?) alter-
native. Here's what we need to do:

1, Work efforts on the Permanent Fund need a clearinghouse
so that all participants are informed about what everyone
else is doing and what results are coming in. You need
to get Clark's and Edenzo's agreement on this. Implementa-
tion entails: a) compiling a master list of names and
addresses of participants; and b) getting Revenue,
legislative committees, Legislative Affairs, etc. to
agree to send us information for general distribution
(we've tried to do this before, and failed).

2 Clark wants to use the Public Forum. On Saturday he
axpressed the hopa that the full committee would attend
the first forum. How are he, Judy Brogan, Barry Quinn,
and I (and others) supposed to coordinate - when, work
plarn, etc? What is the schedule and who has the lead
(crganizing responsibility) here?

3. By Friday, I will give you a preliminary conceptual
outline of a proposal to study the public participation
and accountability question to show to Clark. Hopefully,
he will add either his own concerns not addressed
and/or suggest more or other consultants. From this
will hopafully come an agreement between you and Clark
to receive a detailed, final proposal, which, if accepted,
will be funded jointly by DPDP and the committea.

4. By Priday, I will give vou an overview of pending
consultants”Y suggestions for further research on the
Permanent Fund focusing on Tussing and Daniels. Hope-
fully, you and Clark can use this to decide priority
research areas, and develop a means for Clark, Judy
Brogan, Brian Rogers, etc. to coordinate with Dona and
I (and others) in developing specific work plans &and in
managing the consultants to insure we get the work we
ask for. We'd like a shot at what the consultants are
doing.

T5/13j3

cc: Russ Cahill
Dona Leahr
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