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Since the House Special Committee on the Permanent Fund is in the final
stages of structuring legislation for consideration by the 1978 legislature,
it is time to consider the use of the income of this "Permanent Fund'.

The provisions of the Permanent Fund Constitutional Amendment include that
"the income from the Permanent Fund shall be deposited in the General Fund unless
otherwise provided by law'. According to the best estimates of the Department of
Revenue, the minimum amount (25%) of the funds received as mineral lease rentals,
royalties and other payments will result in an accumulation by 1985 of some $1.8
billion. The investment income from that amount, at an average 7% rate of return,
would produce approximately $126,000,000 in any one year. As the Permanent Fund
continues to grow, its increased capital will provide additional annual income
in excess of the aforementioned figure, however, for the sake of perspective,
the ensuing discussion will be confined to the $126,000,000 projected income.

If the estimates are correct as to the principal accumulated in the
Permanent Fund by 1985 at a 25% rate, the remaining balance accumulated in the
General Fund should amount to some $5.4 billion. The effect of the addition of
$126,000,000 to suci. »n accumulation would increase the 1985 accumulation by
approximately 27%. Such an increase is minimal in relation to a General Fund
accumulation of the magnitude as anticipated.

Therefore, the income of the Permanent Fund should be dedicated to doing
more than just adding a small increment to the General Fund. Even though it
may eventually return to the Permanent Fund, it should be channeled into pro-
jects with revenue >roducing capability that provide benefits for the majority
of Alaskans, and simultaneously allow for long-term financings at the lowest
possible interest rate.

The House Special Committee, during the conduct of public hearings, has
received many proposals for the use of Permanent Fund's income., Many of these
proposals appear to be meritorious from numerous points of view. However, in
turn, many of these same proposals would seem to be better responded to through




the actions of the legislature and addressed through the General Fund
as opposed to the Permanent Fund's income.

Essential to the lifestyle of all modern societies is the availa-
bility of electric power. Advocates of no growth, modest growth, rapid
growth or controlled growth all share a need for power. The availability
of power often determines whether desirable economic growth can take place.
The cost of such power is of course, an important element. All other things
considered, the cost of power influences the future direction in any modern
society.

Whether power generation occurs through capital-intensive projects (hydro-
electric) or fuel-intensive projects (coal or gas-fired) its financing is
generally through issuance of long-term debt. Production costs of hydro are
generally stable since the fuel (water) costs are practically non-existent.
Production costs of coal or gas-fired facilities are subject to continually
escalating costs of the fuel necessary for the electric generation.

Long~term debt sold for the construction of either type of facility, without
regard to the operation and maintenance expense of each, must be amortized through
the service of debt; principal and interest payments annually until the debt is
extinguished. The total cost of the debt service is affected by the rate of
interest which investors demand for the long ferm loan of money.

A 40 year debt instrument in the amount of $100,000,000, bearing an interest
rate of 647 will require a level debt service (principal and interest) of $7,069,400
annually to liquidate the debt. If the interest rate is 5%7, the annual debt service
requiicment is $6,232,000. This represents a difference of $837,400 per year and

over a 40 year period involves a saving °f $33,496,000,

Since debt service is a major factor in determining the rates users must pay
for electric usage, the rate of interest at which a debt instrument is financed
1s a significant element in the total cost to the consumer. Bonds payable solely
from the revenues of the utility are judged by investors on their credit-worthiness.
The more credit-worthy, the lower the interest rate, the less credit-worthy, the
higher the interest rate.

Alaska possesses many sites which are suitable for hydro-electric generating
facilities. However, in some instances, these sites are not located near :he
population centers which require the power generated. Due to its topography,
long-range transmission lines bringing power to the load-centers are often not
feasible. 1In other instances, the best development of such capital-intensive
projects may require large-scale projec:s which in the near-term, produce a
surplus of power. Smaller scale generation facilities using coal or gas-fired
power production are required in those areas without large load demands or without
good potential hydro sites. The fact that the latter use a precious commodity
which is non-renewable is not the point. 1If the power is needed, it must be
produced. Nevertheless, if the project can be financed at a lower interest cost,
a benefit will accrue to the user through a lower cost of service.




It is suggested that the future power needs of Alaskans can be delive. :d at
a lower cost whether such power is provided through hydro or fossil fuels. The
ability to affect the interest rate on whatever long-term project is financed,
can accomplish this. The following paragraphs suggests how this can be done
without depriving the Permanent Fund of other uses of its income.

The income from the Permanent Tund will be derived from "investment grade"
securities and as such represents a highly reliable and secure cash flow. This
annual cash flow can be dedicated to assuring that principal and interest require-
ments on bonds issued to construct revenue producing power projects are met in
the event of a revenue short-fall from the revenue producing project. The effect
will make it possible for the revenue bonds to receive a high c¢redit rating and
high evaluation in the market place which will result in a significantly lower
cost of borrowing for the project construction. At the end of a given period,
(debt service year or monthly), income from the Permanent Fund dedicated to the
revenue bonds debt service requirements not needed is released to the General
Fund or for any other purpose directed by law.

The dedication of Permanent Fund income to revenue bond debt service would
not be accomplished in the legislation itself, but rather in a "guarantee agreement"
between the Permanent Fund and the entity issuing the revenue bonds and the
"guarantee agreement' would actually appear on the face of the debt instrument.
From the investor -nd rating agency point of view, if the guarantee is in the
legislation it is =gally subject to change by suceeding legislatures. If the
guarantee is in an agreement as part of the revenue bond issue it is dedicated for
as long as the bonds are outstanding.

It must be assumed for the purpose of this guarantee arrangement that the
Permanent Fund will receive 257 of the oil and gas income because of the terms
of the Constitutional Amendment. Based on that assumption, estimates (by the
State) of the size of the Permanent Fund in 1985 will be $1,800,000,000.

A reasonable assumption of 7% income from investment produces an annual
cash flow available for guarantees of $126,000,000. An annual cash flow of
this magnitude, assuming a 6% interest cost on guaranteed bond issues, will support
approximately $1,800,000,000 of bonds.

The various projects to be supported by the guarantee would be financed by
revenue bonds of any state agency or any subdivision of government in Alaska for
electric generation and transmission. Each bond issue would capitaiize interest
during censtruction and iund its own debt service reserve to conform to the
demands of the market for such bonds at the time of financing.

The act providing for a guarantece should be broad in form. The covenants
relating to, and provisions of, each project will be structured into each bond
issue,




There might be some merit in including in the act certain findings and
directives to the Board of the Permanent Fund, but it probably is more
appropriate for the Board to outline its own guidelines as it relates to such
guarantee on bonds of projects to be financed in its administrative rules and
reg. lations. By this is meant, for example, considerations by the legislature
in its deliberations leading to the approval of a project such as economic
need, economic feasibility, geographic locations, social benefit, impact on
locality, ete,

A draft of a bill has been provided to your committee which would,
subject to redraft to conform to custom, constitutional requirements, the
Permanent Fund Act and language usage in Alaska, creates the mechanism for
such a debt guarantee program. A brief analysis of this draft follows.

Section 1. (reates the mechanism by authorizing the Board of the
Permanent Fund to enter into guarantee agreements.
Linits the guarantee to income only. Provides for agreements
with any entity of cstate or local govermment. Provides
guarantee of principal payments, sinking fund payments and intzrest
but prevents use of Permanent Fund income for optional early
retirement of guaranteed debt. Limits the guarantee to electric
generation and transmission. Leaves the details of guarantee
agreements to the Board of Trustees.

Section 2., In effect limits the amount of debt that ~an be guaranteed.
This adds to the credit-worthiness of the 3juarantee from the
lenders point of view. Depending somewhat on the actual
portfolio of investments in the Permanent Fund, it is important
to consider whether or not to limit the total of guarantees to
gsomething less than 1007% of the Fund income. This could be done
in the Act, which does not happen in this draft, or it could be
a rolicy matter of the Board of the Fund.

Seétion 3. Provides that the guarantee article appear on the debt instrument
which clearly establishes that it survives as long as the bonds
are outstanding., This definitely is stronger and distinguishes
the guarantee from any similarity to the so called "moral-
obligation" pledge. '

‘Section 4, Provides that a guarantee agreement can be entered into on the
debt of projects only after approval by the legislature. Part
of the thrust of this scction is in contemplation of a centrally
controlled State-vide power devclopment plan that considers the
needs and best interest of all of Alaska.

Sections These sections are simply "boiler-plate' provisions.
5&6




The draft bill clearly does not contemplate any subsidy of electric costs
to energy consumers. However, there is no prohibition that any subsidy to
energy users deemed to be appropriate by the State can be accomplished by the
legislature through appropriationfrom the General Fund or other sources which
would not interfere with the value of this guarantee program to finance the
capital costs of meeting the power needs of Alaska.

Respectfully yours,

7 |
(] /\5\ /

fheodore P. Swick
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August 20, 1976

Sterling Gallagher :
Commissioner
Dejprartment of Revenue
PoLch S

Junecau, Alaska 99811

Senator Jalmar M. Kerttula
Alaska State Legislatnie
Box 2

Palmer. Alaska 9°645

Represnntative lugh Malone
Alaska State Legislature
Box 9

Kenai, Alaska 99611

Gentlemen:

This letter is for the purpose of presenting certain summary
information for the first meeting of the expanded State Investment
Advisory Committee in Anchorage on August 26, 1976.

Our firm has been retained by the State Investment Advisory

Comnittee through Commissioner Sterling Gallagher, Department of
Revenuve, to provide consulting scrvices concerning the establ: sh-
ment and operalion of a Permancnt Pund for the Statc of Alacska.
Specifically, for this initial meeting, we have been asked to

A (1) outline the possible uses and advantages of the tax exempt
financing privilege that could be available to the Permanent Fund,
and (XI) summarize our review to date of similar funds in other
states and countries.

() Outline of Possible Uses and Advantages of Tax Exempt Financ-
ing Privilege for the Permanent Fund




Once the Perm~ nent Fund has been established, the legislature
may create a variety of structures to facilitate taking advantage
of the tax exempt privilege enjoyed by state and local government
in the United States to finance public purpose projects within the
limitations of federal, state and local scatutes and regulations.
Examples of public purpose projects which are traditionally financed
in this manner are: (a) housing construction and rehabilitation;
{b) educational facilities; (c) airports, harbors, highways and
other transportation facilities; (d) power generation, transmission
and distribution; (e) public recreational facilities; (f) pollution
control and solid waste disposal and resource recovery facilities;
(h) hosp®tals and health care facilities; (i) industrial development;
() water and sewer facilities.

Tax exempt bonds are of two basic kinds: (1) tax supported and
(2) user-pay. The first is used to provide non-revenue producing
public services which are supported by the general taxing power of
local government and the second are revenue producing projects that
can be self supporting from income derived from charges to those
who use the facilities. Briefly the bond purchaser, or lenders of
money, look to the prospects of repayment of their loanad funds
plus u fee, or interest rate, for the use of their money and the
calculated risk they assume in making the loan, i.e., buying the
bonds. The less tlie risk the lower interest rate they are willing
to accept.

The principal role the Permanent Fund can play is in assisting

the State of Alaska in providing services for its citizens as well
as stimulating economic expansion and diversification and develop-
ing natural resources. Once the needs of the State have been
studied and defined and political priorities have been established,
the assets of the Permanent Fund can be used in a great variety of
ways and combination of ways within the structure of the tax exempt
market to maximize its effectiveness and impact on solving the
needs cf Alaska and achieving its economic goals.

Briefly stated, some of the opportunities are: 1) direct
guarantee of debt, 2) make-up of revenue short-fall, 3) loans to
projects or pelitical subdivisionz, 4) combination financing with
public utilities or private industry, 5) industrial development
financing, 6) pledge of specific assets and/or income of the Fund
for cestain projects and 7) others. We envision our role in the
future as working with others on the task force to accomplish the
defined goals by exploring and adopting traditional techniques and
devising possible innovative combinations or new techniques which
will maxim. ze the effectiveness of the Permanent IFund.
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(II) Summarizacion of Our Review to Date of Similar Funds in
Other States and Countries

Alberta Heritage Savings Trust Fund

This fund appears to be the most closely related, of any so
far investigated, to what we understand to be the purpose, goa:s
and source of capital of the Alaska Permanent Fund.

The purpose of the Trust Fund is stated to be the setting
aside of certain revenues accruing to the Provincial Government
from the sale of non-renewable natural resources in a separate
trust fund rather than in the General Revenues cof the Government.
Such trust funds are not to be utilized for normal operating and
capital budgetary requirements, but are to be set aside for invest-
ment to assure that future generations of Albertans may have a
better oppecrtunity to sustain the same level of prosperity and
benefits being enjoyed by present citizens.

The goals and objectives of the Trust Fund include the utili--
zation of funds in investments which will help to create more and
better jobs through a more diversified economy, less reliant on the
sale of depleting resources. Further goals are to improve and
sustain the quality of life within Alberta in the future and to
earn interest and dividends to strive to maintain low personal
taxation.

Further guidelines for the Trust Fund are that its resources
should be invested with a minimum of interference with private
sector activity and any investments should not unduly disrupt
existing financial institutions. IJn addition it is planned that
most investments will be made within All" -ta and only normal com-
mercial or money market investments will be committed outside the
Province.

Legislation creating the Trust Fund was enacted May 19, 1976
and there is presently being transferred total assets of $1,500,000,000
from the General Revenue Fund of the Province to the Heritage Saving
Trust Fund. This sum is composed of previously accrued royalty
payments through the end of the 1975-76 fiscal yecar. No investments
have as yet been made by the Trust Fund. The Trust Fund s admin-
istered by an investment committee made up of all members of the
Executive Council of the Province. ‘The Executive Courcil consists
of the cabinet level appointees of the Go.ernor.

Thirty percent of non-renewable resource revente received in
each fiscal year is to be transferred from the Gencal Revenue Fund
to the Trust Fund but only if the transfer is authosized by a Special
Act enacted by the legislature in the preceding firccal year.




The assets of the Trust Fund shall be used for the following
purposes:

a) Investments in projects which will provide
long-term economic or social benefits to
the people of Alberta but which will not,
by their nature, yield a return to the
Trust Fund.

Investments by way of loans to:
(1) The Canadian Government
(ii) Any other Province of Canada

(1i1) Any other person, if the repayment
of the loan and the payment of the
interest thereon is guaranteed by
the Canadian Government or any
Provincial Government of Canada.

Investments which, in the opinion of the
Investment Committee or in the opinion of the
Legislative Assembly as expressed in a reso-
lution of the Assembly:

(i) will yield a reasonable return or profit
to the Trust Fund, and

(ii) will tend to strengthen and diversify
the economy of Alberta.

Investments referred to in subsection (Aa) shall only be made
1f moneys are first appropriated from the Trust I'und by an Act of
the Legislature specifically for a purpose described in subsection
\a) and these investments shall not exceed 20 percent of the assets
of the Trust Fund.

Investments in subsection (b) shall be made or
approved by the Investment Committee in accordance with directions
contained in any resolution of the Legislative Assembly and these
investments shall not exceed 15 percent of the assets of the Trust
Fund.

Investments referred to in subsection (¢) shall be made or
approvcd by the Investment Committee in accordance with directions
contained in any resolution of the Legislative Assembly.




The Legislature retains control of the Trust Fund in several
ways as can be seen in the above listed criteria and restrictions.
All funds are held and administered by fthe Provincial Treasurer.
The Provincial Auditor is required to audit the Trust Fund at least
once each year.

Government Development Bank for Puerto Rico

We have not as yet reviewed the operation and structure of
the Government Development: Bank for Puerto Rico (GDB) in as much
depth as the Alberta Heriftage Savings Trust Fund because it did
not appear to us that there would be sufficient similarity to the
operation and structure of the Alaska Permanent Fund. The only
source of capital available to GDB is borrowing in the public or
private money market. '

GDB is an instrumentality and public corporation of the
Commonwealth of Puerto Rico. It was created in 1948. The GDB
charter provides for its perpetual existance and no amendment to
this Charter or any law of the Comnonwealth shall impair any out-
standing obligations or commitments of GDB. The Development Bank
was created as an industrial development bank. The governing body
is a 7-member Board of Directors who sexrve 4-yecar overlapping terms.
The Board is appvointed by the Governor with approval of the Council
of Secretaries {equivalent to the Cabinet of the Executive Branch).
GDB is exempt from budgetary controls of the Executive Branch of
the Commonwealth and frem provisions of Puerto Rico Banking law.
GDB is, however, subject to supervision and examination by the
Commonwealth's Secretary of the Treasury.

GDD serves primarily as fiscal agent for the Commonwecalth and
its various public agencies. As fiscal agent, GDB is responsible
for the timing and sale of bonds and notes by the Commonwealth aad
its agencies. Thoere is no limit to the amount of debt that can be
issucd by GDB which is not guaranteced by the Commonwealth. Debt
which does carry this guarantec is limited to $450 million. The
limit was raised from $300 million in May, 1976.

From its inception through the 1975-76 fiscil year, GDB had
arranged or provided for nearly $11 billion of borrowing by various
governmental units. GDB also arranges or provides loans for the
private sect.r. As of 6/30/75 GDB has rcportedly disbursed over
$337 million in such loanz (approximately 47% for manufacturing,
22% for commercial buildings, and 6% for hotels). As of 6/30/76
there were $165.4 million business loans outstanding (45% industrinl,
14% commercial buildings, 3.6% hotels). The Bank also issues its :




own full faith and credit notes. As of 6/30/75, these amounted
to $40 million issued to major mainland and Puerto Rican Banks.

On 9/11/75 GDB negotiated a $612 million note purchase agreement
(guaranteed by the Commonwealth) with major mainland and Common-
wealth Banks to provide a revolving line of credit for the Common-
wealth and its public agencies.

In June, 1974 a subsidiary of GDB, Government Investment
Company of Puerto Rico was formed to provide venture capital for
economic development. The total amount of such capital provided
to date is $2,600,000

Pennsylvania Industrial Development Authority

The Authority was created 'in 1956 for the purpose of making
loans through local industrial development agencies for industrial
development in areas of high unemployment' . Such areas are determined
solely by the Authority. Historically, the Authority's primary
source of funds for these loans were appropriations from the State
of Pennsylvania General Fund and income received from payments on
outstanding loans. In 1973 the Authcrity was authorized to issue
tax exempt revenue bonds (primarily sccured by earnings of its loan
portfolio) to finance its loan programs. To date the Authority has
sold two bond issues totaling $70 million. From 1956 through 1975
some $350 million of industrial loans have been made by the Authority
for some 1300 different projects which had a total estimated develop-
ment cost of over $987 million and have reportedly provided somao
166,000 new jobs within the state. The primary ingredient for suc-
cess of this program is that the rate of interest chargerd by the
Authority on these lcoans has been significantly below prevailing
commercial loan rates.

Perhaps a portion of the proposed Alaska Permanent Fund could
be designated to initiate a similar program. Properly administered,
such a program could become self-supporting and require no additional
capital outlays from the Permanent Fund.

University of Texas, Permancnt University Fend

The Permanent University FPund of Texas came into existance in
the nineteenth century by certain acts of the Republic of Texas and
later was re-organized and perpetuated by constitutional provisions
by the State of Texas. Its assets are now 2,100,000 acres of land
in several western counties in the State. Practically all of the
acrcage i1s under grazing leases which create income in excess of




$1 million per year. In addition, the proceeds from sale of
leases for oil and gas exploration and extraction become part of
the Fund. State Supreme Court decisions and opinions of the
Attorney General of the State decree that the Permanent University
Fund shall be kept forever intact. The assets of the fund may be
invested in certain securities, the earned income of which may be
used to secure loans for capital construction of University facil-
ities.

Permanent University Fund tax exempt bonds are secured by
covenants which require (1) that assets of the Fund equal in amount
to bonds outstanding will be invested in direct U.S. Government
Obligations, (2) that the income from said U.S. Obligations equal
at least the maximum annual interest payments of the bonds, and
(3) that the entire income of invested funds equal at least 1%
times the maximum debt service requirements on all outstanding
bonds. 1In addition, total bonds may be issued only in amounts not
to exceed 20 percent of the total assets of the Fund. Income is
defincd as net proceeds after 'und management expenses which may
never exceed 1/5 of 1% of the value of the I'und.

We have initiated resecarch on several economic development
funds that exist throughout the world and will report on them at
a later date., We refer to such areas as the World Bank, foreign
aid activities of the U.S. State Department, Saudi Arabia, etc.

We have also contacted appropriate officials in the Province

of British Columbia to investigate any such devclopment funds they
may have crecated. We were informed that no such funds have been
created or arc presently contemplated. The Provincial Government
has been subsidizing some public and private ventures from general
fund revenues. These have been mainly railroads, ferrys and high-
ways.

This summary of White, Weld's cfforts to date in reviewing
existing funds and development authorities which may be of interest
to the Alaska State Investment Advisory Committee with regard to
the ereation of the Alaska Permanent Fund is not intended to be a
complete and final analysis of all possible arecas of interest. It
is presented to inform the Committee of our progress to date and
to stimulate comment and discussion. We would expect to proceed
with further investigations into other possible arcas of interest

and to investigace in more depth some of the arcas already discussed.




We look forward to working closely with the Committee on this
important and interestingy assignment in whatever capacities we
agree would be mutually beneficial.

Sincerely,

WRB ey

Kenneth R. Butler, Vice President
Western Regional Manager
Municipal Bonds

KRB:yqg

cc: JJames B. Rhode
Agent for the Commissionen
943 West Sixth Avenue
Suite 30
Anchorage, Alaska 99501

Bob Richards

Senior Vice President
Alaska Pacific Bank

Box 420

Anchorage, Ai=aska 99510
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This memorandum is a summary of significant concepts
brovght out during a meeting requested by Wiite, VWeld & Co. with
Moouy's Investors Sexrvices held on Monday, August 23, 1976, at
White, Weld & Co. offices in New York.

The purpose of the meeting was to discuss the proposed
creation of an Alaska Permanent .Fund and the impact ¢f creating such
a fund on the rating agenciecs perceptions of Alaslka.

In attendance from Moody's were Claire Cohen, Vice
President and permanent member of the rating committee and Bill
Bunce, oil company analyst.

Summary of Concepts Discussed:

(1) Permanent. Fund vs. Development ™and. Js the name propeilv
descripwive? ‘The investment community hae prior defini-
tions ol these terms,

(2) Financing of General Fund deficits from non-renewable
resource rnvenues is of strong concern to theni.

(3) Alaska has large capital needs. PFormation of Developmaent
Fund to coordinate and direct the raising cf this capital
looked on as positive stepn.

(d4) lieavy demands and pressure for immediate assistance From
Permanent Tund almost a cevtainty. Assigning priorities
and criteria will be difficult bhut erucial as for as

Moody's 13 concerned.

(5) Cannot. comment. specifically on effect of Pevmanent Fund
on ratings, berrowing capacity, ete. until more details
of structure and operation are kaown.

—
=\
_—

Would like to work clesely and be koot informed in

timely manner concerning developuents.
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House of Representatives

May 3, 1978

Mr. Ted Swick

Senior Vice-President
White, Weld & Co.

One Liberty Plaza

91 Liberty Street

New York, New York 10006

Dear Ted:

Good to see you and Sam again last week. In line with our
conversation of April 28, would you please supply our
Committee with a memorandum covering the questions we
discussed concerning SB 429. Hopefully, you can send us
your comments as soon as possible on the following topics:

1) The legality and/or workability of the arbitrage
mechanism envisioned in SB 429, i.e. the one percent
"service fee for administrative costs" over the cost of
borrowing to the Alaska Loan Program.

2) The legality of the use of tax-exempt borrowing
under present statutory and Treasury restrictions for
the purposes of the Alaska Loan Program in SD 429.

3) The likely reaction of bond market investors to
packages of tax exempt bonds which aggregate mixed
purpose issues as envisioned in the Alaska Loan Program.
(Sec.45.96.030 of SB 429).

4) The likely impact on the credit rating of the State
of Alaska of aggregating the various existing public
issuing agencies into one blanket issuer, the

-y = e - o~ ==y Dy
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Mr. Ted Swick -2- May 3, 1978

5) The relative strengths or weaknesses of CSHB 596
(Finance) and SB 429 in insuring the safety of the
Permanent Fund principal.

6) Any cther matters in your area of expertise relating
to the two bills which you would like to bring to the
attention of the Committee.

At the moment I am unable to say when hearings of the free
conference committee on the Permanent Fund will begin but
testimony on these issues may be requircd sometime during
the week of May 15, 1978. I would like to arrange a con-
ference call with you for sometime between May 11 and May 15
to discuss your response to these issues. Any expenses you
incur in responding to this inquiry will be approved from
the Committee's funds.

Cordially,

Representative Clark Gruening

CG:jl
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A PILL

For an act entitled: An Act providing for guarantees pay-
able from certain income derived from
the Alaska Permanent Fund of indebted- 2
ness issued by governmental agencies
of the State for power projec’ :.

Y Section 1. Subject to the approval by the legisla-
ture as provided in Section 4 hereof, the board of . trustees
of the Alaska Permanent Fund is hereby authorized to enter
into agreements$ with any public authority of this State or
any borough or other governmental agencies of this State, pro- \
viding for a guarantee, payable solely from the income derived
from the Alaska Permanent Fund established by AS
(other than income derived from the Alaska Enterprise Develop-
ment Fund established by AS ) of the pavment when
due, whether at maturity or by sinking fund redemption but not
by acceleration of maturity, of the principal of and interest
on bonds, notes or other indebtedness of such governmental
agencies issued to finance a project or projects for construc-
tion of electric generating and related transmission facili-
ties. Such agreements shall contain such terms, provisions
and covenants in furtherance of the purposes of this act as
said board of trustees shall determine.

Section 2. No bonds, notes or other indebtedness
shall be guarantced pursuant to this act unless said board of
trustees shall determine that the debt service for any year
with respect to all such bonds, notes and other indebtedness
will not exceed the amount of annual income estirated by such
hoara of trustees to be derived during such year from said
Alaska Permanent Fund (other than income from said Alaska
Enterprise Development Fund). Such determination shall be
made by resolution of said board of trustees prior to the
execution of any guarantee agreement pursuant Lo this act.

Section 3. Any bonds, notes or other indebtadness
guaranteed pursuant to the ac: shall have on the face therceof
an endorsement of such guarantee by the chairman of said
board of trustees or any designee of such officer.

Section 4. No bonds, notes or other indebtedness
shall be guaranteed by said board of trustecs pursuant Lo the
act until the facilities to be financed with the proceeds of
such bonds, notes or other indebtedness have been approved by
a joint resolution of the legislature.




Section 5. If any term or provision of this act
shall be declared unconstitutional or ineffective in whole or
in part by a court of competent jurisdiction, then to the ex-
tent that it is not unconstitutional or ineffective such term
or provision shall be enforced and effectuated, nor shall such
deermination be deemed to invalidate the remaining terms or
provisions hereof.

Section 6. This act shall take effect immediately.
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Mr. Ted Swick

Senior Vice-President
white, Weld & Co.

One Liberty Plaza

91 Liberty Street

New York, New York 1000¢€

Dear Ted:

Good to see you and Sam again last week. In line with our
conversation of April 28, would you please supply our
Committee with a memorandum covering the questions we
discussed concerning SB 429. Hopefully, you can send us
your comments as soon as possible on the following topics:

1) The legality and/or workability of the arbitrage
mechanism envisioned in €B 429, i.e. the one percent
"service fee for administrative costs" over the cost of
borrnwing to the Alaska Loan Program.

2) The legality of the use of tax-exempt borrowing
under present ctatutory and Treasury restrictions for
the purposes of the Alaska .Loan Program in S8 429.

3) The likely recaction of bond market investors to
packages of tax =xempt bonds which aggregate mixed
purpose issues as envisioned in the Alaska Loan Program.
(sec.45.96.030 of SB 429).

4) The likely impact on the credit rating of the State
of Alaska of aggrejating the various existing publ ic

purposa issuing agoncies into one blanka% issuer, the

Alaska Loan Progran.
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5) The relative strengths or weaknesses of CSHBE 596
(Finance) and SB 429 in insuring the safety of the
Permanent Fund principal.

6) Any other matters in your area of expertise relating
to the two bills which you would like to bring to the
attention of the Committee.

At the moment I am unable to say when hearings of the free
conference committee on the Permanent Fund wil. begin but
testimony on these issues may be required sometime daring
the week of May 15, 1978. I would like to arrange a con-
ference call with you for sometime between May 11 anc May 15
to discuss your response to these issues. Any expenses you
incur in responding to this inquiry will be approved from
the Committee's funds.

Cordially,

Representative Clark Gruening
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October 1, 1976

Alaska State Investmen- Advisory Committee
State of Alaska

Dear Committee Member:

In accordance with your request, we have undertaken a survey cof
domestic, foreign and international development banks, funds and develop-
ment programs for your usc in determ ining the future structure and objec-
tives of the Alaska Permaneat Fund. In performing our survey, we have |
selected those banks, funds ¢r development programs which are of major !
importance, as well as those which are particularly relevant to Alaska's
situation in that they are either based upon natural resource revenues or
confined to a limited geographic areca,

Our analysis of domestic permanent funds focused on those states
which received income from a fiaite natural resource and the manner in
which that income was expended. The majority of states receiving income
from fimtc natural resources spead that income on a current basis. Those
statcs and the application of incon.e are set forth in tabulation form. States
which accumulate natural resource income in a trust fund are set forth indi-
vidually,

Flach state has created progriums to assist and encourage economic
developments. A description of the Covernment Develonment Bank of Puerto
Rico and the Pennsylvania Industrial Development Authority has been inzluded
in this study. A summary of state gen=ral assistance, incentives and special
services to industry has also been inclided. In depth information on each
particular economic development progrim has been requested from each
state's development agency and will be sent along, as received, to Mr. Edenso
forinclusion in the source file of all background information’we are putting to-
gether for the Committee.

Substantially all of the less developed nations of the world, and a J

certain number of the more developed natio1s, has o povernment owned or
controlled entitics whose purpose is to parti-ipate in the financing of local

economic development projects. In most of _he small nations, these entities
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function principally as the vehicle through which development funds are dis-
persed to the economy by the government and are consequently heavily invol-
ved in the internal political process. In miiny cases, these entities also act

as the conduit through which development funds provided by the larger inter-
national development banks and funds are invested in smaller projects in the
country concerned. One of the advantages of the latter process is that the

use of the local bank as a vehicle permits the larger institution's loan to re-
ceive a government guarantee, which is commonly a prerequisite for the ex-
tension, or the initial extension, of credit to the country. In most countries,
the development banks and {unds that perform the ajove functions also serve
as the means through which internal economic growth is directed and channeled
in accordance with national economic policies and are, in effect, extensions of
the local economic ministry.

The institutions covered by our survey which fall into this category
are the Swedish Investment Bank, Japan Development Bank and National
Financiera S. A. (Mexico). All of these entities are government owned insti-
tutions which both borrow funds in various capital markets and lend domestic-
ally for development purposes. In cach case, the institutions are responsible
for carrying out national economic policy through their activities and enjoy
various degrees of autonomy from the national political process. The most
independent is the Swedish Investment Bank and the least is National Financ-
iera S. A, Both National Financiera and Japan Development Bank appear to
be heavily involved in the political process in their respective countries, and
the former has acted as a conduit for World Bank lending in Mexico.

The larger development banks and funds are international institutions
whose memberships consist of several countries and whose purpose is to foster
the economic growth and development of a particular region or its members.,

In general, these entities represent potent world-scale economic forces and
tend to be both non-politica! and commercial in their operations. The finan-
cial stength of these entities is typically based on the uncalled capital subscrip-
tion: of their members, and virtually all of them borrow heavily, both locally
and in the international cap:tal markets, Substantially all of the activities of
these irstitutions consist of direct lending for specific projects in the various
countries, and lending policins appiar to be determined on social benefit as
well as economic grounds. As a result, and to the extent that many major
industrial nations are commonly among the larger contributing members of
these institutions and receive no benefits, they can be viewed as quasi '"foreign
aid" banks.

Among such international and regional development institutions covered
by our survey, the most significant 's the International Bank for Reconstruction
and Development (World Bank), both in terms of its worldwide membership and
the irternational scope and signilicance of its lending activities. Importantly,
all of the other international institutions inciuded in our review (Inter-American
Developmaent Bank, Asian Development Bank and African Development Bank)
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have . created with the assgistance of, or modeled after, the World Bank,

both operationally and in financial strurture. Of these three derivative insti-
tutions, only the African Development vank is not a significant international
borrower and depends heavily on loans from other institutions, such as the
World Bank., This characteristic results from the fact that its uncalled capi-
tal funds are to be provided by countries that are not viewed as being parti-
cularly strong by the world capital markets ard that a significant private
capital market in black Africa does not exist. Two other institutions which
fall somewhat into this category i: that their activities are regionalized are
the European Investment Bank and the European Coal and Steel Community,
both of which are related to the Eurupean Economic Community (Common
Market), Significantly, while bot" borrow in varicus capital markets and re-
lend for projects consistent with their purpose, the credit strength of the
European Coal and Steel Community is based fundamentally on the strength
of the private steel industry in Europe. European Investment Bank is modeled
along the lines of the World Bank and depends on the credit of the various
EEC member states.

The rer -ining type of institution is one which functions in a limited
geographic area or within a particular industry to promote economic growth
and development o~ o achieve a social objective and is based on local or re-
gional resources. OfF the three basic groups of international development insti-
tutions, this group contains the smallest number of entities and is, perhaps,
the most analagous to the situation in Alaska. These devulopment institutions
or funds are new and, to a large degree, based on natural resource revenue,.
Significantly, only two are international in scope; others are modeled after the
Waorld Bank but limited in their activities to a dxfined geographic region, ethnic
grouping or social purpose. The remainder are '""national’ investment funds,
The majority of thesre funds are based in the Middle East and dependent upon oil
related revenues, Those that have an international scope are the Saudi Develop-
ment Fund and the Arab Bank for Economic Development in Africa, both of
which were created after the increase in world oil prices in recognition of the
balance of payments and development problems created in the developing states
by such increase. The remaining funds (Arab Fund for Economic and Social
Development, Abu Dhabi Fund for Arab Economic Development, the Islamic

{ Development Bank and the Kuwait Fund for Arab Economic Development), al
though created at approximately the same time, reflect in both the source of
their capital (member states' subscriptions or allocation of national revenues)

v and their purposes the Arab nationalism which emerged after the Mid-East
wars. Importantly, most of these funds have yet to become fully operational,
and it is too early to judge their potential significance. The two ''national"
investment funds, the two which you may find are the most directly related to
the proposed Alaska Permanent Fund, are the Fondo de Inversiones de Venezuela
and the Alberta Heritage Savings Trust Fund, The similarities extend to both
gsource and purpose, as can be seen in the studies included herewith,
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It is premature to recommend to the Committee certain key fea-
tures of any one of these banks, funds or developrnent programs over the
others until it has had a chance to digest the information in our survey and
to review the source file we are also providing. We are available to detail
the differences as we see them and to discuss other alternatives available
to Alaska.

Following the Committee's meeting on October 13, which we will
be attending, we will want to sponsor visits by Committee members at least
to Alberta to meet with their Heritage Savings Trust Fund counterparts.
Visits to New Mexico and to New York would also appear advisable.

1 We look forward to our next meeting in Anchorage.
Sincerely yours,

P R T

Charles J. Fuhrmann II
First Vice President

CJF:yu !
Attachment .
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Institution:

Location:
Size:
Capital Funds:

P upose:

Source of Funds:

Management Structure:

Management of Funds:

Fortfolio:

Income;

(Montana) Resource Indemnity Fund
ereated in 1974

Helena, Montana

$4.5 midlion

The Resource Indemnity Fund was created to accumulate
income from a Severance Tax on Coal and other minerals
for the purpose of providing moneys to enhance the
State ecological environment and rectify damage thereto.
Accumulations in the Fund shall continue until the TFund
reaches $100 million.

Moneys are deposited in the Fund from a severancz it x
on various minerals and 23% of the Severance Tax or. Joal.

Moneys are collected and deposited in the Fund Ly the
Department of Revenue. Investments in th= Fund are made
in accordance with puidelines established by the State
Board of Investments which is composed of five privaie
citizens tppointed by the Governor for 5 year terms.

Moneys are invested in debt instruments authorized by
State Statutes.

Moneys are currently invested in corporate bonds that
have been rated A or better by Moody's Investors Service
and Standard & Poor's Corporation.

Income from investments remain in the Fund until $10
million has been accumulated. After the accumulation
of $10 million, income may be used for enhancement or
repair of the environment.




Institution:

Location:
Size:
Capital Funds:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

Portfolio;

Income:

(Montana) Resource Indemnity Fund
created in 197k

Helena, Montana

$4.5 million

The Resource Indemnity Fund was created to accumulate
income from a Severance Tax on Coal and other minerals
for the purpose of providing moneys to enhance the

State ecological environment and rectify damage thereto.
Accumulations in the Fund shall continue until the Fund
reaches $100 million.

Moneys are deposited in tie Fund from a severance tax
on various minerals and 2?5 of the Severance Tax on Coal.

Moneys are collected and deposited in the Fund by the
Department of Revenue. Investments in the Fand are made
in accordance with guidelines established by the State
Board of Investments which is composed Jf five private
citizens appointed by the Governor for 5 year terms.

Moneys are investied in debt instruments authorized by
State Statutes,

Moneys are currently irvested in corporate bonds that
have been rated A or better by Moody's Investors Service
and Standard & Poor's Corporation.

Income from investments remain in the Fund until $10
million has been aceumulated. Af'ter the accumulition
of $10 million, income may be used for enhancement or
repair of the enviromme L,




Institution:

Location:
Size:

Assets:
Capital Funds:

Purpose:

Source of Funds:

Management Structure:

Management of Munds:

Portfolio:

Income:

(New Mexico) State Permanent Fund
ereated in 1898

Santa Fe, New Mexico

10 million acres
$675 million

The State Permanent Fund was established to collect
royalties and other income from the lease of State-
owned land. Income from the Fund is applied to the
New Mexico public school systems and educational and
eleemosynary institutions.

Moneys in the Fund were initially provided from the sale
of State land. Currently, revenues to the Fund are pro-
vided from royalties and income from State-owned lands
under lease. Such revenues include oil and gas royalties
and grazing and timber leases. In addition, any capital
gains on investments remain in the Fund.

The State Permanent Fund is managed by the State Invest-
ment Council. Members of the Council include the Governor,
the State Treasurer, the Commissioner of Public ILands,

the Finance Officer and four public members who ere
appointed by the Governor for terms of five years.

The State Investment Officer is responsible for investing
moneys in the State Permanent Jund. Fifty per cent of
the Pund must be invested in Federal Securities. The
remainder may be invested according to State Statutes.

The Fund is ecurrently invested as follows: 18) cquity,
32% corpornte oblipgations and 50} U.8. Government and

Federal Apency Oblipntions.

Income from the Pund is distributed to the public school
system (Y7)) nnd the remainder to educational and
eleemosynary institutions.




Institution: (New Mexico) Severance Tax Bonding Fund, created in 1941

Location: Santa Fe, New Mexico
Size:
Capital Funds: $9,040,756.02

Purpose: - The Severance Tex Bonding Fund was created to secure
tax-exempt bonds issued for public capital projects.

Source of Funds: Moneys derived from the levy of the New Mexico Severance
Tax on severed natural resources are paid in their entirety
to this Fund. Additionzl sources of income include revenues
from projects financed with Severance Tax Bonds and receipts
from ground rentals of Public Buildings. Moneys in excess
of the next two semi-annual payments on all outstanding
Severance Tax Bonds are transferred to the Severance Tax
Permanent Fund.

Management Structure: The Fund is managed by the State Treasurer under the super-
vision of the State Board of Finance. The State Board of
Finance consists of the Governor, Lieutenant Goverror and three
private citizens appointed by the Governor for two year
terns. The St' se Treasurer is responsible for repayment. of
principal and interest on Severance Tax Bonds.

Manapgement. of Funds: Moneys in the Iheid are invested in debt instruments author-
ized by State 8 .atutes.

Portfolio: N.A.

Income: All moneys in the Severance Tax Bonding Pund except an
amount sufficient to repay principal and interest on the
severance Tax Bonds on the next ensuing semi-annual peyment

date 1is transferred to the Severance Tax Permmnent Fund.

Indebtedness Limitation:The State Board of Finance may issue additional Severance
Tax Bonds payable from the Severance Tax Bonding FMund pro-
vided that apgregate nnnunl debt service on Bonds outstanding
including the proposed issue be equal to no more than 50}, o”
previous [iscal year's deposits into the Severance Tax
Bonding Fund.




Institution:
Location:

Size:

Capital Funds:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

Portfol:o:

Income:

(New Mexico) Severance Tax Permanent Fund created in 1971

Santa Fe, New Mexico

$103 million, currently accruing at rate of $4 million
per month.

The Severance Tax Permanent Fund was created to encourage
economic development in the State of New Mexino.

Moneys in the Severance Tax Permanent Fund are provided
from the New Mexico Severance Tex levied for the privilege
of severing natural resources including oil and gas, potash,
copper, uranium, timber, coal and certain other minerals.
Proceeds from the Severance Tax are deposited in the Sever-
ance Tax Permanent Fund after the reauired payments to the
Severance Tax Bonding Fund.

The Fund is mar-.ged by the State Treasurer under the super=-
vision of the State Board of Finance. The State Board of
Finance consists of the Governor, Lieutenant Governor and three
private citizens appointed by the Governor for terms of two
years,

Moneys in the Fund may be invested at the diseretion of the
State Board of Finance. Moneys currently are invested by
the State Treasurer in Certificates of Deposit of State
banks who in turn make loans for capital projects to the
private sector. Loan feusibility and appropriateness of the
capital project is left entirely up to the bank. Partici-
pation by the ¥und in sizeable loans by State banks requires
the approval of the State Board of Finance. The principal
of the Fund may be used for economic development purposes
upon the approval of the State Board of Finance. An amend-
ment to require 3/h'5 approvel of the legislature prior to
invasion of the principual of the Severance Tax Fermanent
Fund is on the November ballot.

Approximately $OW million of the Fund is invested in Certi-
ficates of Deposits of State banks maturing one to five
years at a floating rate of short term treasury obligations
plus 50 busis points. The remainder is invested under Re-
purchase Agreements. '

lncome from the Severance Tax Permanent Mund is transfer-
red to the Severance Tax Income Fund.




Institution:
Iocation:
Size:

Capital Funds:

Purpose:

Source of Funds:

Menagement Structure:

Management of Fund:

Portfolio:

Incoire:

(New Mexico) Severance Tax Income Fund created in 1971

Santa Fe, New Mexico

$2.2 million as of 9/27/76

The Severance Tax Income Fund was created to finance
public capital improvement projects.

Income from the investments »>f the Severance Tax
Permanent Fund is deposited in this Fund.

Moneys are invested and disbursed by the State

Treasurer under the supervision of the State Legis-
lature.

Pending appropriation for capital projects, moneys
are invested under Repurchase Agreements.

NUA‘

Income from the Fund is transferred to the State General
Fund.




Institution:
Location:
Size:

Assets:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

Texas Permanent University Fund created in 1881

Austin, Texas

2,100,000 acres of land in nineteen West Texas counties

Book value 8/31/75 $781,771,634 .49

Fund created by provisions of the Texas Constituion' in
order to enable the State Legislature to carry out the
purpose, as declared by the Republic of Texas and later
in early State Constitutions, of creating a State
University. The Constitutional Provisions set aside
&ll lands previously appropriated for the creation of
a State University, together with the Proceeds of any
sale thereof, to create a Permanent University Fund.
All moneys available in the Fund are to be invested in
securities, the income from which will be appropriated
by the Legislature, in order to accomplish the purpose
of creating, miintaining, supporting and directing a
university fo. the promotion of literature, and the arts
and sciences, including an agricultural and mechanical
department, §

Funds are :.ccumulated annually in the Fund from oil,
gas and water royalties, gains on iuvestments, mineral
lease rentals, lease bonuses, and any proceeds of land
s0ld. The Permanent Fund shall be forever kept intact
and all annual income shall become part of the Fund.

The Tund is held by the Treasurer of the State of Texas
and invested by direction of the Board of Regents of the
University of Texes. The Board of Regents consists of
nine members who serve without compensation. They are
appointed by the Governor for six year terms subject to
approval by the Senate.

The Fund is invested in permitted securities which are
bonds of the United States, the State of Texas, or
counties of the State, or in school bonds of municipalities
in the State, or bonds of any eity in the State, or in
bonds issued under the Federal Farm Loan Act. In addition,
the Fund may be invested in securities, bonds or other
obligations issued, insured or guaranteed in any manner

by the U.S, Government, or any of _is agencies, and in
bonds, debentures, or obligations, and preferred and

common stocks issued by corporations, associations, or
other institutions as the Board of Regents deem to be
proper, provided that not more than 1% of the Fund will




Management of Funds:

continued

Portfolio:

Income:

be invested in the securities of any one corporation
nor more than 5% of the voting stock of any one
corporation be ovmed. In addition. stocks purchased
will be only in companies incorporated in the U.S,
and who have paid dividends for at least five con-
secutive years and, except for oank or insurance

company stocks, are listed on a registered stock
exchange.

Capital Funds (August 31, 1975)
Securities, cash and equivalent at cost $781,771,634.49

U.S. Governments

Direct Obligations 106,828,987.45
Guaranteed 103,089,999.03
Corporate Bonds 279,571,990.53
Convertible Debentures &

Preferreds 16,440,190.64
Comuon Stocks 25h,h25,102,52
Short Term Securities &

Cash 21,415,364.32

Total $781,771,634.49

The income from Fund investments is appropriated annually
by the State Legislature; two-thirds to the University
of Texas and one-third to Texas A % M. The income of

the Fund may be used only for permanent improvement and
not for current expenses. Prior to the distribution of
the income of the Fund, provision is made for the
expenses of administering the Fund,




Institution:
Location:
Size:

Assets:
Capital Iunds:

Purpose:

Source of IMunds:

Management Structure:

Managemeni of Funds:

Port{olio:

Income:

(Wyoming) University Permanent Land Fund created in 1881

Cheyenne, Wyoming

34,492 acres
$8,565,000

The University Permanent Land Fund was created to receive
income from lands granted to Wyoming to be used for the
financial benefit of the University of Wyoming. Income
from the Fund is used to support capital projects of the
University.

Moneys in the Fund are provided from income received on
specific State-owned lands.

The State Treasurer is responsible for investing the Fund.
Income from the Fund is transferred to the Treasurer of the
University of Wyoming.

The State Treasurer invests the Fund in debt instruments
authorized by State Statutes.

N.A.

Income from the Fund is transferred to the University of
Wyoming.




Institution:
Iocation:
Size:

Capital Funds:

Purpose:

Scurce of Funds:

Management Structure:

Mouagement of Funds:

Portfolio:

Income:

(Wyoming) Permanent Mineral Trust Fund createg in 1974

Cheyenne, Wyoming

$51,250,000

The Permanent Mineral Trust Fung Was created to retain
moneys collected from a Severance Tax on all minerals,
Moneys in the Funa may be used for loans to political
subdivisions upon legislative approval,

Collections of a Severance Tax on all minerals are pPlaced
in the Fund.

The State Treasurer is responsible for managing and investing
this Fund,

Moneys are invested in debt instruments authorized by State
Statutes,

N.A.

Income from the Permanent Mineral Trust Mund is transferred
to the State's General Fund.



Institution:
Location:
Size:

Assets:
Capital Funds:

Purposes:

Source of IFunds:

Management Structure:

Management. of Funds:

Portfolio:

Income:

(Wyoming) Government Royalties Fund created in 1973

Cheyenne, Wyoming

million acres

3.1
N.A.
Moneys collected in the Fund are cpplied as follows:

50% to Public School System

35% to State General Fund

9% to University of Wyoming for capital projects
6% to counties

Mineral royalties end lease payments from operators on U.S.
Government-owned lands in Wyoming are divided between the
U.S. Government and Wyoming. Prior to 1976 the State of
Wyoming received 37 1/2% and the U.S. Government 62 1/27%.

As of 1976 the U.S. Government ang Wyoming divide the mineral
royalties and lease pbayments equally.

Mineral royelties and lease payments are collected by the
U.S. Government and disbursed to the State semi-annually.

Moneys remitted to the State are deposited with the State
Treasurer, The Wyoming legislature intends to address the
management and application of additional income received
pursuant to the State's increased share of mineral royalties
and lease payments,

N.A.

N.A.
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The following is & summary of States that have not created permanent trust funds
to receive income derived from taxation on or royslties from finite natural re-

sources.

Alabama

Arkansas

California

Colorado

Idaho

Kansas

Kentucky
e ———

APPLICATION OF SEVERANCE TAX AND ROYALTY INCOME

Proceeds of the Timber Severance Tax support State Conservation
Department timber restoration activities.

The Coal Severance Tax is used to pay debt service on Alabama
State Docks Department, Seaport Facility Revenue and Special Tax
Bonds. $15,000,000 originally issued. $13,075,000 presently
outstanding. No additional bonds may be issued with the Coal
Severance Tax as security.

Revenue from severance taxes are returned to the county level
after the State deducts all claims against the county, plus a
’k 1/2% charge. The 1 1/2% charge is deposited in State General.
Fund.

Fifty-six percent for capital outlay programs in California's
Higher lLiducation System.

Twenty-two percent for special projects including irrigation
aqueducts and improvement in navigable waterways.

Eipht percent to State Conservation Department to support various
activities.

Fourteen percent depeosited in State General Fund.
Severance tax deposited in State General Fund
Severance tax deposited in State General Fund.

All reveme from Oil, Gas and Minerals Severance Tax is deposited
in State General IMund.

All revenue from Sand and Gravel Royalty Tax is returned to
counties.

Proceeds from severance tax are placed in short term investmente.
Semi-annually counties receive money for special projects. All
remaining moncy is deposited in State General Fund.




STATE APPLICATION OF SEVERANCE TAX REVENUE

Louisiana Ninety percent of severance tax revenue is retained by the State
for general purposes. The remaining 10% is allocated to parishes
(counties).

Minnesota Minnesota deposits 107, of the Taconite Production Tax in their
general fund. Ninety percent is returned to districts where
taconite is produced.

All proceeds from the Ore Royalty Tax are deposited in State
General Fund.

Mississippi Of the Timber Severance Tax, 50% is allocated to the Forest
Redevelopment Fund, 25% is returned to counties and 25% is de-
posited in State General Fund.

The State levies taxes on gas production with 30% going to parti-
cipating counties and 707% to State General Fund.

Mississippi also imposes a tax on oil production. Counties re-
ceive 307 of the first $600,000, 10% of the next $600,000 and 5%
thereafter. The balance is deposited in State General Fund.

North Dakota Thirty-five percent of the taxes which North Dakota levies on
coal extraction goes to the Coal Tmpact Office. The Office then
allocates money on the basis of application for public projects
in the areas where coal is mined.

Thirty percent is allocated to the Iand Board Trust Fund, Two-
thirds of this is used to finance environmental studies. One-
third is invested with interest proceeds deposited in State General
Ffund.

Thirty percent is deposited in State General Fund.

Remaining 5% allocated to counties.

Scventy-five percent of severance taxes are used for the restora-
tion of orphaned strip mining land.

Twenty-five percent is allocated to replug abandoned oil und gas
wells which are deemed as hazards.,

Ok lahoma State General Fund receives 85% of severance tax revenue. Fifteen
percent is allocated to counties.

Ut.ah All revenue from severance taxes is deposited in State General
Fund. Expenditures are then allocated by State legislature.
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Institution:

Location:

Size:
Assets:

Purpose:

Source of Munds:

Management Structure:

Management. of Tunds:
Portfolio:

Ifunections:

Government Development Bank of Puerto 1ico

San Juan, Puerto Rico

$782,101,951 - 1975

The Goverument Development Bank was created in 1948 as
an instrumentslity and public corporation of the Com-
monwealth uf Puerto Rico. Its two principal functions
are to act as fiscal agent for the Commonwealth, i%s
municipalities and public agencies, and to make loans

to private enterprises which will aid in developing the
economy of Puerto Rico. The Bank Charter provides that
no changes in law may be made that impair the obligations
of the Bank, thnt it shall have existence and that it is
exempt from Commonwealth Banking Law.

The Bank was originally capitalized by legislative ap-
propriations., Its capital is received from operations,
capital notes (some of which are guaranteed by the Com~-
monwealth) and lines of credit with U.S. and Commor-
wealth banks,

The governing body is a seven-member Board of Directors
who are appointed by the Governor and serve four year
overlapping terms. Appointment ic subject to approval
by the Council o Secretaries of the Commonwealth. The
Bank is under the supervision of and subject to exam-
ination by the Commonweulth's Secretary of the Treasury.

N.A.
N.h'

As fiscal agent, the Bank is responsible for the timing
and sale of bonds and notes by the Commonweanlth a. 3 its
agencies, and, during the period 19Wh-75 it arranged or
provided for nearly §11 billion of Vorrowings by these
povernmental units. The Bank also arranges or provides
loans for the private sector. From 1944 to 6/30/75 it
reportedly has disbursed over $337 million loans to pri-
vate business (about 497 for manutacturing, 22% for com-
mercial buildings, G for hotels). As of 6/30/76 there
were $165.4 million business loans outstanding (45% in-
dustrial, 3.69 hotel and restourant, 14% commereinl

buildings, 4 hospltal, and remainder interium and other).

The Bank also issues its own full faith and credit notes
($40,000,00C ¢ = of 6/30/75 issued to major mainland and
Puerto Riecan Hunks). The Bank is Cthe eentral clearing
house for checks in the Commonwealth. On fVll/Tﬁ the
Bank nepotinted a $612 n!llion note purchase agreement
(puarantecd by the Commouwealth) wibh mator mainland
and Commonwealth Banks Lo provide u revolving line of
eredit for the Commonwealth and ite various public
agencies. This line of eredit will decline to $352
million by 7/15/79.




Institution:

Iocation:
Size:

Assets:
Capital Funds:

Purpose:

Source of Funds:

Manopzement Structure:

Management of Funds:

Portiolio:

The Pennsylvania Industrial Development Authority
created in 1973

Harrisburg, Pennsylvania

$266,357,736 (as of March 31, 1976)
$226,309,289

The Authority was established to alleviate unemployment and
economic stagnation within the Commonwealth of Pennsylvania
by the promotion and development of industrial and manu-
facturing enterprises, research and develcpment enterprises
and agricultural enterprises in those areas where criticsl
unemployment exists. To accomplish its purposes, the
Authority is authorized to make mortgage loans to non-
profit Industrial Development Agencies. The Agencies
utilize funds borrowed from the Authority to finance in- ]
dustrial development projects on behalf of private industry i
at below market interest rates.

Moneys to make mortgapge loans have been provided from aggre-
gate legislative appropriations of $191,140,000 during '
fiscal years 1955 through 1975, from the proceeds of tax- .
exempt bond issues in the total prinecipal amount of $72,500,000
and from repayment of principal and interest on outistanding
mortgage loans.

Membership of the Authority consists of the Secretary of
Commerce who serves ag Chairman, and the Secretaries of
Labor and Industry, Community Affairs, Agriculture and
Banking. In addition seven members are appointed by the
iovernor for tcoms of seven years. The Board meets monthly
to review mortpgage loan applications.

Disbursement. of mortiapge loan proceeds and receipt of mort-
gage loan repayments are the responsibility of a desipgnated
Trustee bank, Moneys held by the Trustee are invested
according to State Statute.

s of March 31, 1970 the Authority's portfolio was invested
in $206 million mortgapge loans yielding from '{/8 of 1% to
W, per annum. In addition the Authority has $56.5 million
invested in U.S. Treasury Securities. '




et il My bt

i’

Pennsylvania Incdustrial
Development Autnority

Income: Income from investments remains with the Authority.

Indebtedness Limitation:sdditional tax-exempt bonds may be issued provided that
estimated net revenues over the life of all outstanding
bonds, including the proposed issue, will equal not less
than 200% of the annual principal and interest requirements
on all bonds to be outstanding.
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South Carolina
South Dakola
Puerlo Rico

Notth Catolina
Tennessee

Massachusells
New Hampshire
New Jersey

Mabama
Arkansas
Calilornia
Colorado
Conneclicul
Delaware
Winois
Kenlucky
Louisiana
Maine
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Minnesola
Mississippi
Missoun
New Merico
Oklahoma
Oregon
Pennsylvania
Rhade Island
Vermonl
Vitginia
Washinglon
Wesl Vitginia
Wisconsin
Wyoming
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Feotnntes for Tablos on pages 12,

“13, 14,

) ==I'ermitied only in specilied mumicipalibes
=Sl allows ©lws or counlins lo olfer
hinansial s tor exishing plant expansions In
Lowsiana, state linancing and 15 directly in-
volved anly in the case of those porl author-
ties whese abligations are backed by the full
Lath el credit ol the stale
d-+ Achvily vs limited to Anchorage Ford Author-
iy i Alaska, 1o Porls Authonty i Georgia
and lo porl districts in Oregon  In Washing-
ton, porl disinels are mumecpal corporations
operaling under specal state enabling legisha-
tion and are the only pubhc bodies authol-
1zed lo issun either revenie or general obliga-
lion bonds to linance industnal development
A—Authorized bul none s aclive
Y=-State-sponsored but prvately operated non-
prahi Hegional Job Development Corporations
may be established i low ncome areas 1o
provide loans fo small husinesses
G-Stale guarantee of loans from prvately oper-
aled non-prohl Regional Job Development
Corporations serving low-ncomo areas
7--Limited to ) DA designated areas
B=Lloans also cover working capilal, sile im-
provements and inventones
9--Vermilied tor processing products ol agncuyl-
ture including lorestty and imber production
10—New York Job Development Authorty and
Newi York Urban Development Gorp have the
power loassue non guarantecd bongds
I1=-New York Job Development Authotity 1s em
powered 1o parhicipate in loans for machinery
and cquipment in new manulactuiing plants
12- Under the Kew York Job Incentive Mropram,
d corporle hranchise or  pnincorporated
busmess tax credil a5 allowed 10 hims
locating, capanding or improving lacilibes an
a low-income sechion of a city of 50,000 or
more populaion or 0 3 low income rural
counly  The tuem must create or retain al
Ieast live jobs and provide an approved ran-
mng progeam in addimon the lapest share of
the Rohly’s volume ol busness mpst be
lrom outante e eligible aiea i whicn ot 15
located, s i manoli tunng or whaolesahng
The coedit is given tor up 1o 10 years  The
2% credhl desenbed an lootaote 16 myy be
Iaken nstead of the job wncontive ciedit
Uader the Job ncentive Progeam e nropet
Ty fam cxemphion s o local oplion
L3 =Permitted tor electne penctation and frans
mission laciliies a0 North Dakola, and lar
electoe generation and transmssion L ililes
amd o wastewaler treatment  lacililies
Teanas
1= State and local progiam ol participation n
bulding constrgetion
Fhe-State toan puarantess of up 1o 8250 000
LO- Vo acquinng and devirlopig sites
L2 = Authonized ot a one mill, mulle purpose
levy i approved by local volers
IB-A 1 reduetion i assessed valuation of
business mventones is allowe 4 Business in
vemenes anclude aw  matenals psed i
manutactuting
19 <1 semplion & allowed on certann typrs of
equpment, i leding ol leght cars, celam
walercrall amd wessels ol more than 1,000
tons burden
20=Applies only Lo pollution control sguipment
21~ Law allaws ieduenon m ties bt 1ol eaemp
Lo Goods i lansit mveatones ang raw
malerials are asaessod ary
22 Cotporate income 1ae ciedil s allowid only
lor the cost o pollution control equpment
20 Fgupment and machnery arquired attetr e
1523 assessment date s cvempt ttom local
property tae
24<Delyware and New York do nol collec! eacise
Iaa
h-<Nevala, 0o, Texas and Washington do not
lan corporate or personal i omie losda and
New lampstire do not L personal income
20~ Raw matenals are dssesced a1 %% while
most other Langible personal property 1s as

TR AT e TR

sessed al | 00%

21=00% ol federal lax pard 15 exerpl

28<Hirst $SA500 of assessed fasable valul of
peesonal property 15 exempt

29—Inventory is laxed only on jhe value of raw
malerials

30-Applicable 1o Industrial Revenue Bond li-
nanced property only A i0-year exemplion is
allowed

31-—In Kentuchy. Rhode Island and Teanessee
the exemplion 15 applicable al the local teyel
only In Maryland, the exemphon may bie ap-
plicable at the counly or local leve! In Vir
fima, localiies have the oplion ol exempling
all ar pant of certitied pollulion control facil.
ihes and equipment trom real or persunal
property taxes

32--Applicable under the lax equalization law only

33—Exemplion applicable to capitalimprovements
oily

Jd—Allowed excepl ior sales/use tax when pur-
chased lor use as an ingredient in lanpible
personal properiy lor sale

35-A 1% tax credit, based on wages paid, 15 al-
lowed tor the hist three years 1o new and ex-
panding mdustry engaged in the mechynical
or chemical transformation of matenals or
substances into new products “Expanding”
means lo expand a presen! operation so as
lo increase tolal prrmanent jobs by 30%%

36=Taxed a1 2% instead of usual d ¥4

IT=RED equipment 1< classilied as manulactyr-
ers” machinery and equipment and, as such.
15 ehguble for tax wsemplions

J8=Local option, n designated redevelopment
aIeps

J9-Heducrd 79%

A0=Eremphion 1s alloved on separate, detachabie
accessory lools and equipment which have a
uselul life of less than |2 months

A1=Slale does not collect sales use 1ax

121976 buswess inventones are allowed 3
50%% exemphon. 1977 ang therealler, a
62 555 exemphion will he altowed

A3 Applicable o goods stored in bonded ware
houses

Ad-=New Jersey cibons employed in New York
and Pennsylyama ate not exempt

1h~Noise abatement coavs recommended by
state lor gdophon hy mumicipalities

6-A tax eredit equal to 2 ol qualilied caputal
invested in new produchon lcililies may be
apphied apanst 2 business cotporate lran
chise. ymncorparated business income of
persomal meome fas atility  The tae eredi
15 restncted 1o investment i bBuddings
equpment and Rcdiies which have 3 uselul
We ol at least lour years and are used n
manulactufing, frocessimg, assembling, re
fimng, minmg. apocultural o commetcigl
hshng  Experimental receach ang develop
ment acililies may olect s oplion in plicy
of e winte-oll described i footnote 47 A
pathicular investment s nol ehpgible Tor boih
e nvestment ciedil and other state 13 in
centives Corporate franchise taepayers will
continue 1o be requned (o pay 3 mimimam
e of $12% annualiy  Any credit remaining
may be carned torward

A7--Costs paid of ncurred in g tacable year by
meerporated or urpcorporated business lor
eapenmental RED fachbes, 1or industil
wWaste freatment Lycities and<or tor aif pol
lhon contial faciibes may be deducted
fram nel income tor faa putposes The 28
credit descnbied i lootnote 36 may be taken
i biew of thas ceeidn

A8~ Tangible and intangitile personal properly 15
not subyect to ad valorem taves

A0=New equipment 15 2owed 3 pieterential rate
O 125 with a masimum tax ol $80 per athile

SO=teat tobaceo s Moweid an caemplion of LOE!
of L 1ate, bales of catton. G075, g pea
ms, 200k

Sle<baemplion extonds only 1o hew consbiuction

S2=Tan credits allowed 10 manulacturers ana
processors 1or properly taves paut on pouds
Nprocess

Sl<bFaemption alowed while facity o5 undet
construchon only

o RO 5 P AR TR

S4—Exclusion Irom sales and use fax on indus-
Irial purchases used direclly in indusinal
production and research

55—Exclusion of langible personal properly lrom
laxation al local level

56~ Rhode Island’s sales/use lax is being phased
oul over live years

97-In Tennessce, tax credils are allowed flor
produclts of slale soil In Flonda, lax credil
apphes only fo alcoholic beverages pro-
duced from specified Florida-grown agricul-
tural products

58~Seven-year annexation or de-annexalion
exemplion

59-Allowable depreciation is similar lo thal which
15 permitled under federal laws

60—Exempt Irom sales/use tax, bul not from
business capital lax

(i—Local governments m .y classily separately
the tangible personal roperly of research
and development lirms 1:9m that of other tax-
payers and (ax it al dilferent rates

62—Deduction is allowed for sales laz paid on
energy

63-80% credit

64—Reduced rate of 159 (19 2 and 5%
'ocal) applied 1o industrial m._.anery, instal.
lation and repairs

G5—Provided only in rare instances In California,
a lew cities and counlies will lease land they
own a1 naminal rates

66~Limited o technical assistince

67—Facilitics available on 3 contract basis

68—Sltate vocational education program beyed lo
lederally funded program

69-Carned out through local development
corparalions

70—Available 1o industey on a contract and/or
consulling basis

71=City-owned land only Cities may not purchase
fand tor purpose ol providing Iree land fo
industry

12—Highway Commission will build lirst two miles
of road nto new skiareas

13=Maryland Industnal Developmeny Financing
Authonity will guaranter up to B0 of the
morlgages for land and 07 for equipment
for recreahional projects

Ta=Actvity imited to certain umis

Ih=State supphes 75% of cost of administenng
Programs, no reimbursement 1o trainees

76~Citiez and counties are authorized 1o wse mll
levy lor andustoal development purposes
Speculative buldings and tree land have boen
provided in some instancey

11—Porl disticts nnty

18=Funds are trom Pubhic Health lor solid wasle
disposal projects

= State malches tunds iom U § Dept ol Hous
g and Urban Development
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Institution; Swedish Investment Bank Ltd.

«Location: Stockholm, Sweden

Size; 12/31/74
Asscts: U. S. $672.8 million
Capilal: U. S. $270.9 million

Purpose: “wedish Investment Bank Ltd. (''SIB'") was established in
1967 by an act of the Swedish Parliament to assist in the
financing of industrial and commercial projects in Sweden
which encourage economic rationalization, structural
adaptation and development. The act establishing SIB
contempla.tecl that its lending will be consistent with
national economic policies. All of the capital stock of
SIB is owned by the Swedish Government. In addition,
the Swedish Government has extended a limited guarantee
of SIB's obligations.

Source of Funds: Subscribed capital, reserves, net income, cash flow from
lending operations and borrowing.

Management Structure: Governed by a Board of Directors (9) and Deputy Directors
(9). Ongoing operational responcibility rests with Managing
Director and Staff. Total employces; 31, 22 of whom are
managerial or professional. In certain loan and credil
evaluations, SIB engages special consultants.

Management of Funds: Internal. Bank's staff consists primarily of '"lending
officere' with previcus commercial and investment banking
experience,

Porlfolio: SIB makes medium (5-10 years) and long-term (10-20
years) loans and puarantees thereof principally to or for
privale Swedish companies to finance industrial projects
in Sweden and, to a lesser extent, Swedish exports. Such
financing is not generally available from other sources in
Sweden and may involve additional risks especially those
related to long-term developments, which would not
normally be assured by conventional Swedish lending
institutions. SIDB is also authorized to make equily invest-
ments.,

In assessing individual projects, SIID pays particular
attention to the commercial viability of the project
concerned. SIB also considers the impact of the use




Swedish In.veatment Bank Ltd. -2-

Portfolio:
(cont'd.)

Capital Structure:

Income:

of proceeds on the Swedish economy. One of SIB's
objeclives is to earn a satisfactory return on its equity
capital and it applies credit standards and negotiates
loan terms consistent with this purpose,

At 12/31/74, SIB's outstanding loans totalled U. S,

$517.6 million and its guarantees outstanding totalled
U. S. $15,8 million.

12/31/74
Debt U. S. $487.8 million 64 .,3%
Capital U, S, 270.9 million 35.7
U. S, $758.7 million 100, 0%

10% of net income allocated to statutory reserve.
Substantially all net income to date retained by SIB.
Income not exempt from taxation.
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Institution: Japan Development Bank

Location: Main office in Tokyo. Other offices in 9 cities in Japan
and in Washington, D, C., New York City, London and

Frankfurt, i

|

Size: 3/31/76 |

I

Assets; ¥ 3,521,391 million ($11,433 million) I

Capital . ¥ 233,971 million ($759.6 million) !

Purpose: Established in 1951 as a Japanese Government financial |

institution pursuant to the Japan Development Bank Law .
Purpose is to supply long-term funds for the promotion

of industrial development and economic and social progress,
JDB makes loans to provide funds: (1) for acquisition and
construction or improvement of plant and equipment; (2)

for reclamation of land; (3) for acquisition of land and
construction of buildings and equipment for urban redevelop-
ment projects, A related authority (which JDB has not yet
exercised) permits JDB to provide funds by subscription

to corporate debentures issued to raise funds for above
purposes. JDB can guarantee repayments of loans and

has authority to make equity investments in large-scale
industr .l complexes in underdeveloped regions in Japan,

Source of Funds: Principal sourcesare borrowings from Japanese Government,
repayment of loans and internal sources. Outstanding gov-
ernment loans to JDB as of 3/31/76 amounted to $9.3 billion.
Other sources have consisted of foreign currency borrowings
from the World Bank, all guaranteed by the Japanese Gov-
ernment. Also, there have been 6 dollar issues (including 5
registered issues publicly offered in U, S, ), 1 Swiss franc
issue and 1 Deutsche Mark issue of external loan bonds
and notes. JDB is authorized to borrow an amount equal to
10x its capita! and statutory reserve,

Management Structure: JDB is managed by a Gove rnor, a Deputy Governor and 8
Executive Directors. JDB also has 2 audilors and 6
Counsellors. The Gove rnor, the Deputy and the Auditors
are appointed by the Prime Minister for terms of 4 years.,
The Executive Directors and Counsellors are appointed by
the Governor for terms of 4 years and 2 years, respectively,
The Governor is the CEO. The Executive Directors exercise
various management functions in accordance with delegations
from th: Governor, Final authority to make decisions for
JDB in all matters resides exclusively with the Governor.




‘Japan Development Bank

Management of Funds:

Portfolio:

Capital Structure:

Income;

JDB makes its loans at fixed rates no greater than rates
charged by private financial lenders and in most cases at
lower rates. Maximum rate has been 9.2% since 11-75.
JDB has limited foreign currency loans to amount of
borrowings from the World Bank and charges the same
interest rate plus 0.3%. JDB charges 0.2% to 0.3% per
annum on oulstanding amounts of foreign credits guaranteed
by it. JDB makes most of its loans with original maturity
of 10 - 15 years. Most of JDB's lending operations involve
the financing of projects in cooperation with private financial
institutions, with JDB taking the intermediate and longer
term maturities and private banks taking the shorter-
maturities.,

From inception to late 1960's, JDB's lending activities
were directed primarily to electrical power, ocean ship-
ping, coal mining, and the iron and steel industry. In the
late 1960's and 1970's, TDB began to become more involved
in urban development and pollution control. As of 3/31/76,
portfolio was as follows: urban development 16.9%;
regional development 12.5%; pollution control 14,2%;
quality of life improvement projects 2.8%: resources and
energy 15.7%; ocean shipping 21.6%; technological develop-

ment 7.6%; other 8.2%; foreign currency loans 0.5%.

3/31/76 ($ Millions) %

Long-term borrowing
from government $ 9,299
Guaranteed long-term
borrowing from
World Bank
Guaranteed external
loan bonds and
notes 228
Capital and statutory
reserve 1,437 13.0
Total capital $11,019 100,0%

For fiscal year ending 3/31/76 JDB earned $105.6
million. Of net earnings, $78.9 million were put into
the statutory reserve, and $26.7 million was paid to the
Japanese National Treasury,




Institulion;

Location:

Size:
Assels:

Capital:

Purpose:

Source of Funds:

Management Structure:

Management of Funds;

Portfolio;

National Financiera S.A.
Mexico City, Mexico., Offices in New York and Tokyo.

12/31/75
U. S. $6.1 billion
U. S, $555 million (including reserves and special funds)

National Financiera S,A., ('"Nafinsa'') was established in
1934 and is the principal instrument of the Mexican
Government for the financing of economic development in
Mexico. By law, the Government must own 51% of
Nafinsa's capital stock., At 12/31/75, the Government
owned, directly and indirectly, 68% of such stock, with
the balance owned by other Mexican institutions,

Nafinsa's broad purpose is to assist in the financing of
development projects which (1) create employment;

(2) improve personal income; (3) expand regional develop-
ment; (4) centralize industry; (5) promote exports; (5)
stimulate capital formation; (6) foster economic independence.

Capital funds contributed by the Government, borrowings,
retained earnings and cash flow from lending operations.
Principal source is borrowings. By law, the Government
can call up additional capital subscriptions from certain
Mexican financial institutions. Nafinsa also administers
209 special purpose development trust funds for the
account of the Government.

Managed by Board of Directors (Ministe r of Finance is
Chairman). Director Gencral is responsible for ongoing
operations and policy. President of Mexico may veto
resolutions of Board under certain circurnstances. Total
staff approximately 1,600,

Internal.

Nafinsa may pacticipate in the financing of development
projects through direct loans, loan guarantees or equity
investments, all of which may be extended to or made in
or on behalf of both public and private sector entities.
Principal activity is direct lending (U, S. $4.9 billion
outstanding) with public sector borrowers accounting for







Institution:

Location:

Source of FFunds:

Management Structure:

Management of Funds:

Internalional Bank for Reconstruction and
Development (World Bank)

Headquartered in Washington, D.C., U.S.A.
Offices in London, Paris, Tokyo. Missions in
20 countries.,

3/31/176

(000's)
U. S. $29.5 billion
Authorized Capital: U, S. $30.9 billion
Paid-in-Capital: U. S. $3.1 billion

Established 6/24/46 pursuant to articles of agreement
drawn up at Bretton Woods Conference of July, 1944,
Initial membe rship 29 soverign states. Present member-
ship 127 soverign states.

Purpose of World Bank is to function as intergovernmental
financial institution to (a) assist in the reconstruction and

development of member states by facilitating investment

of capital for productive purposes; (b) supplement private

foreign investment through guarantees of or participation

in private iavestments; (c) supplement private investment

via loans from ils own resources or borrowed funds. See
"Affiliated Institutions' below.

Capital provided by subscriptions o’ member states and
borrowings in international and U, S. capital markets.
Supplemented by internal cash flow from lending activities
and sale of loans.

Governed by Board of Governors composed of one from
each member state. Executive Direclors (20) appointed
by Board function as Board of Directors. President
selected by Executive Directors and is responsible for

all operations. Operations are organized by geographic
area, industry, and function, Totai employees:
approximately 3,500,

Internal, All loans to or guaranteed by member states.
Loan portfolio monitored with respecl to industry and
country in relation to worldwide economic condilions .
The bank has not suffered any losses on its loans to date
and does nol take part in debt rescheduling agreements




‘,llnl.c rnational Bank for Reconstruction
and Development {'World Bank)

Portfolio:

Capital Structure:

Income;

Affiliated Instlitutions:

Loans made generally in conformity with 5 principles:

(1) loans must be to governments, government agencies

or authorities, or if to private enterprises, guaranteed

by a government (only member governments eligible);

(2) loans must be for productive purposes based on bank
analysis; (3) bank must exercise prudence in making loans
and consider ability of borrower to obtain foreign exchange
necessary for loan service; (4) Bank does not make loans
obtainable privately on reasonable terms; (5) use of proceeds
supervised by Bank. Since inception, loans totalling $31.1
billion have been made to 95 countries. Current lowns
outstanding total $27.7 billion. Largest borrowers are
Brazil, Mexico, Korea, Yugoslavia, Columbia, Iran,
Turkey, Philippines and Nigeria. Loans made for extended
terms at fixed rates (1/2% above money cost to Bank
adjusted quarterly),

Debt 73 ,2%; Capital Stock 26.8%. Capital Stock funds

may only be used for lending with consent of each member
state; otherwise such funds must be used for administra-
tive purposes or to support guarantees and borrowings only.

Generally retained by Bank except portion transferred to
International Development Asgcu=iation.

International Finance Corporation. Makes loans and
investments to private enterprises in member countries
without government guarantee, 104 governments are
members. Sources of funds are members' subscriptions
and loans from Bank. Staff is substantially identical to
that of Bank.

International Development Association. Purpose is to
promote economic development in less developed member
countries. 110 countries are members., Loans generally
made for terms of 50 years without amortization, Service
charge of 3/4% on outstanding balance levied in lieu of
interest. Staff substantially identical to that of Bank,




Institution:

Location:

Size:

Assels;
Capital:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

Inter-American Deve lopment Bank

Headquartered in Washington, D,C., U.S.A.
Field offices in 23 South American locations

12/31/75

U. S, $2.98 billion
Authorized Capital: U. S. $6.3 billion

Paid-in-Capital: U. S. $983 million

Established 10/1/60 pursuant to Inter-American Development
Bank Agreement of December, 1959, Membership consists
of 24 North and South American Governments, plus Belgium,
Denmark, Israel, Japan, Spain, Switzerland, U.K., West
Germany and Yugoslavia,

Purpose of Bank is to further individual and collective
economic and social development of regional develcping
member countries via: (1) promotion of public and private
investment for development purposes; (2) financing, directly
or through guarantees, of development and economic growth
of members; (3) encouragement and/or supplement of
privale investment in development projects: (4) co-ordination
of members! development, economic growth and foreign
trade; (5) provision of techncial assistance on development
projects.

Capital provided by members!' subscriptions plus borrowings
in U, S, and international capital markets, in‘ernally
generated funds and sales of loan participations., Sece also
"Special Funds' below.

Governed by Board of Gove rnors, one from ecach member
stale; executive powers delegated to Executive Directors
(i1), one U, S, 2 non-regional and 8 regional, Administra-
tive responsibility centered in President, appointed by
Board, and Executive Vice President, appointed by Executive
Directors. Operations organized by region and function.

Internal. Loans made direclly to or guaranteed by member
governments (98%). Loans monitored with respect to country,
industry and regional economic conditions. Since inception,
defaults have occurred on 2 loans totalling $11.2 million,
resulling in net loss of $1.8 millien, The Bank does not

take part in debt rescheduling agreements .



Portfolio;

Capital Structure;

Income:
)

Special Funds:

Inter-American Development Bank -2-

Loans made pursuant to 6 principles: (1) loans made

only on basis of formal analysis presented to Executive
Directars; (2) in evaluating loan or guarantee, Bank must
take: 1.0 account ability of borrower to obtain private
financing on terms it believes reasonable; (3) Bank must
consider ability of borrower or guarantor to meet loan
obligations; (4) in opinion of Bank, interest rate and othe r
loan charges plus amortization schedule must be appropriate
for the project being financed; (5) the Bank must receive
adequate compensation for risks assumed by guaranteeing
loans made by others; (6) loans made for special pr jects
only and directly, except when amounts too small to warrant
bank supervision. Since inception, Bank has made or
authorized 889 loans aggregating $8.7 billion. Largest
borrowers are Brazil, Mexico, Argentina, and Columbia.
Loans made for terms of 10-25 years, including grace
periods, at fixed rates. Current lending rate is 8%.

Debt 53.6%, capital funds and reserves 46.4%. Capital
subscriptions of member states available for general
use unless specifically restricted. :

Income retained as reserve for loan losses,
Social Progress Trust Fund., Administered by Bank

from grant provided by U. S. Government. Resources of
Fund may be used to improve land use, land settlement,

low income housing, water supplies, sanitation or education,

Assels consist of 119 loans agpgregating U, S, $537.2
million.

Special Operations Fund, Established by Bank from

separate contributions by members to finance projects
to which special circumstances apply, principally need
for loan terms to be more liberal than those normally

offered by Bank. Assets consist of 453 loans aggregating
U. S. $4.2 billion.

Venezuclan Trust Fund. Administered by Bank from U. S.
$500 million grant provided by Venezuela in 1975, Purpose
is Lo contribute to the financing of projects and programs
that would have significant effect on development of Bank's
smaller members. Approved loans aggregate U, S, $83.7
million.
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Institution:

Location;

Size:
Asscts:

Capital:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

Asian Development Bank
Principal office in Manila, Philippines
3/31/76

U. S. $2,834,910
Authorized Capital: U. S. $3.3 billion
Paid-in-Capital; U, S. $1.1 billion

Established in 1966 as an international inte r-governmental
institution pursuant to an agreement initially signed by 31
countries.

Purpose is to foster economic growth and cooperation in
Asia and the Far East (the '"region") and to contribute to

the acceleration of economic development in the develop-
ing member countries in the region, collectively and
individually, The Bank's principal functions include:

(1) promotion of public and private investment, (2)

financing economic growth: (3) assisting in coordination

of members' economic growth, plans and policies; and (4)
providing technical assistance for the preparation, financing
and execution of development projects and plans,

Capital provided by subscriptions of member states and
borrowings in member countries and elsewhere. General
principle is that borrowings should be diversified as to
country of borrowing. Thes2 sources supplemented by
internal cash flow from lending activities .

Managed by Board of Governors, Board of Directors,
President, Vice Presidents, other officers and staff.
All powers are vested in Board of Governors (with
certain powers which may be delegated to Board of
Directors), with cach member selecting a Governor and
an alternate Governor, The Board of Directors (12) has
responsibility for the direction of the general operations
of the Bank,

Internal. Bank may make, participate in or guarantee
loans to Lthe governments of its developing member
countries, to any of their apencies or political subdivisions
and to public or private enterprises operating within such
countries, as well as to international or regional entities




_ “Asian Development Bank

Management of Funds;
(cont'd.)

Porlfolio:

Capital Structure:

Income:

concerned with economic development in the region. The
Bank has not suffered any loan losses in its ordina ry
operations to date and follows a policy of not taking part
in debt rescheduling agreements.

Loans made generally in conformity with the following
principles: (1) the Bank's loans cover only a portion of
the total costs of each project financed; (2) goods and
services must be purchased in the loan country, with
competitive bids to be received on such; (3) realistic
economic, technical, and financial feasibility of projects
involved; (4) adequate borrowing capacity; (5) beneficial
effects on domestic savings and balance of payments; and
(6) assistance in expansion of employment opportunities.
Loans made for projects in 15 member countries, including
industrial development banks (27.3%), utilities (35.7%),
transportation and communications (21.8%), agriculture
(14.3%) and education (0.9%).

Debt 46.5%; Capital Stock 53.5%,

Generally retained by Bank.




Institution:
L.ocation;

Size:

Purpose:

Source of Funds:

Management Structure:

/ Management of Funds;

Portfolio;

African Development Bank
Abidjan, Ivory Coast

Authorized Capital: U.A. 400 million;
Issued Capital: U.A. 370 million (1 Unit of Account =
] special drawing right of the IMF)

Established by African Governments in 1964, commenced
operations in July 1966. Present membership consists

of 39 of 42 countries which are members of Organization
‘or African Unity, including 16 which are included in U, N.'s
list of 25 least developed nations,

Purpese of Bank is to promote the economic development
of its member couatries and social advancement of their
peoples through gradual integration of their economies.

Subscribed capital, borrowings and retained inccme, Bank
also operates African Development Fund, established from
grants from 16 non-African exporting countries, which
makes 50 year interes* {ree loans and SIDFIDA, a Geneva-
based internationally funded organization of private enter-
prises which assists in the mobilization of international
privat: capital for development projects in Africa,

Board of Governors, one from cach member, oversees
operations, Management responsibility and policy co-
ordination rests with Board of Directors (9), President
and staff,

Internal. Bank oversees projects for which funds have
been dispersed.

Alone or jointly with others, Bank (1) utilizes available
resources to finance investment projects or programs
consistent with its purpose; (2) promotes private and

public capital investment in Africa; (3) provides technical
and [inancial assistance in project evaluation and structure.
All loans and investments in private sector musl be pov-
ernment guaranteed. Portfolio at 9/30/74 consisted of

one or more loans or equity investments in 31 countries
totalling U, S, $192 million. Loan terms keyed to ability
of b« rrower to repay “ud service debt,



African Development Bank -2- i

Capital Structure: Believed to be solely members' capital subscriptions,
plus retained income. Discrepancy between issued
capital and outstanding loans not reconcilable from
cxisting data.

Income: Believed to be reinvested in operations.
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Institution:
Location:
Size:

Assets:
Capital:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

European Investment Bank
Luxembourg

12/31/75
U. S. $6.4 billion
Authorized Cupital: U, S, $4.1 billion
Paid-.in-Capital; U. S. $471.9 million
Capital Subscriptions Due: U. S. $177.0 million

The EIB was established by the Treaty of Roure in 1957
which also established the EEC. The members of the

EIB are the nine member states of the EEC. The purpose
of the EIB is to contribute to the balanced and orderly
development of a common market among the member
states. The IEIB grants and guarantecs long-term loans

to finance projects which are related to the development

of the less advanced regions of the Common Market or the
development of its conversion areas, where traditional
activities are being supplanted by newer economic activities
which serve the common interests of several member states,
By unanimous decision the EIB grants loans for projects
outside the EEC,

The EIB finances its loans from the capital paid in by the
member states, from internally generated funds and from
borrowings in European and inte rnational capital markets.,

The EIL is administered and managed by (1) a Board of
Governors composed of one government minister (usually
the minister of finance) appointed by each member state;
(2) a Board of Directors composed of 18 Di ectors and ten
Altlernative Directors each appointed by the Board of
Governors for a 5 year term on nomination by the member
states and the Commission of the European communities;
(3) a Management Committee, consisting of a President
and four Vice Presicents appointed for 6 years by the
Board of Governor- on recommendation of the Board of
Directors,

Management of funds is internal, and the EIB has not
experienced any defaults on its loans or guarantees,




European Investment Bank

Portfolio;

Capital Structure;:

Income;

Loans and guarantees .re made according Lo the following
policy: (1) for projects that improve less developed regions
of the EEC and that are of common interest to the member
states (such projects preferably assist in the coordination
of markets and the integration ol the economies of member
states), (2) for projects that are of sufficient size to avoid
widespread dispersal of its resources; (3) loans made shall
only supplement the resources otherwise available to the
borrowers for such projects; (4) special attention is given
to projects in which member countries' capital is invested.
The EIB does not generally lend more than 40% of the cost
of a project. At December 31, 1975 it had loans disbhursed
as follows: 30.5% energy projects; 24.8% industry; and
17.5% to transportation.

80% Funded Debt, 11% Capital, 9% Statutory Reserves.
Subscribed capital is $4,129.5 million of which $648.9
is or will be paid in by members. Calls on subscribed
capital are required to be in proportion to members'
percentage of subscription obligations.

Income is appropriated to statutory reserve. EIB's assels

and income are exempt from all direct taxes of the member
states.




Institution:
Location;

Size:

Purpose;

Source of Punds:

Management Structure

-
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European Coal and Steel Community (""ECSC")
Brussels, Belgium; Luxembourg

At December 31, 1975, the assets of the ECSC amounted
to U. §. $3.5 billion, ECSC's '"capital" is provided
solely from retained earnings and reserves.

Established 4/18/51 pursuant to treaty. Initial member-
ship of 6 European nations. Present membership 9
European nations. Purpose is to aid the development of
the economies of the member states through the creation

of a common market for coal and steel. Also, ECSC
tecilitates the financing of capital investment programs in
coal, coke, iron ore, iron, steel and scrap by lending
funds which it obtains primarily through its own borrowing.
[LCSC also responsible for coordinating production in
above-named products by methods such as determining
general objectives for modernization and expansion of
productive capacity, reviewing investment programs,
making research grants, enforcing fair competition,

fixing prices in emergencies and imposing fines for
infringement of ECSC rules. Also active in promoting
better livirg and working standards for workers in the

coal and steel industries through housing loans and retraining
and research grants,

Capital provided by: (1) a regular revenue levy collected
monthly in the respective currencies of the member states
from steel producers, Levy payments to be made in 1976 are
expected to be $104.9 million; (2) borrowings through bonds
or notes, both public and private. As of 3/31/76 ECSC had
atstanding $3.3 billion of funds borrowed,

Governed by a Commission comprised of 13 members who
are nationals of the member states, not more than 2 of
whom may have the same nationality, Over the Commuission
is a Council consisting of one representative of each member
state. Certain actions of the Commission require the assent
of the Council. The ECSC is also responsible toa European
legislative assembly - the European Parliament, which
consists of 198 representatives elected by the legislatures

of the 1.ember countries. It reviews the ECSC and by a vote
of consensus can compel the resignation of the members of
the Commission. Also, the Court of Justice of European

Communities, comprised of 9 judges, interprets and applies
the provisions of the lreaty. Decisions are binding.
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Management of Funds:

Portfolio:

Capital Structure:

Income:

]

The Commission has the responsibility of borrowing,
financing and managing funds. The primary responsibility
for specific capital investment programs rests with the
individual borrowers who decide what capital projects they
want to undertake and whether to seek the assistance of the
ECSC. The criteria appiied by ECSC in selection of
projects to be financed are based on normal banking practices.
ECSC borrows in whatever currencies appear most advan-
tageous to it and under the best conditions prevailing at the
time in the capital markets in which the ECSC operates.

In order to minimize risks, ECSC matches principal,
interest rates, maturities and currencies of loans made
with its own borrowings. A general policy is also to secure
loans by guarantee of country, banks or industrial concerns
or mortgages on the financed projects.

Since inception ECSC has granted loans (both from borrowed
funds and from its own resources) aggregating $3.4 billion
through 12/31/75, of which, as a result of repayments by
the borrowers, $2.7 billion was then outstanding. Of this
amount, about 26% was guaranteed by the member countries,
25% by banks and 18% by industrial concerns, and 27% was
secured by mortgages on the projects financed. Since
establishment, there have been defaults on 3 loans, Lotal-
ling $1.8 million, less than 0.1% of the total amount of

loans granted by the ECSC. Rescheduling of principal and
interest payment dates and delays in the receipt of loan
service charges have been insignificant. Guarantees granted
by ECSC since inception have aggregated to $65,3

million through 12/31/75, of which $24.3 were outstanding
at that date. ECSC's guarantees are secured by

guarantees from member countries, banks, industrial
concerns or by mortgages on the projects financed. ECSC
has never heen required to make payment on a guarantee.

12/31/75

Borrowings $2,786 million 82.1%

Reserves 338 9.9

Revenue I'unds 271 8.0
Total Capital $3,395 million 100, 0%

In 1975 revenues of $307.95 million: 57.9% from interest
on loans; 26.,6% from levies and 15.6% from contributions,
interest investments and other. 55,3% went to pay interest
and fees payable; 6.3% for administration; 7.5% for
research;and 14,9% went for other. Most of the 16%
excess went to the Guarantge Fund, housing projects, and
reconversion, technical and economic research,







Institution: Saudi Development Fund

Location:

Riyadh, Saudi Arabia

Size:

Capilal: SR 10 billion (Saudi Riyals)
Purpose: Established in September 1974, the SDF participates in
rinancing development projects in the developing states
by providing loans.

Source of Funds: Believed to be direct contribution from Saudi Arabian
revenues.,

Management Structure: The Fund is managec by a six man Board of Directors
comprised of a Deputy Chairman, the Minister of
Finance and National Economy, and four other members
selected for three year terms of office by the Council
of Ministers. '

Management of Funds: Internal

Portfolio; The Fund will grant loans to projects of economic or
social benefit to the recipient state on the condition
that the loan is repaid in Saudi Riyals and that any one
loan does not exceed 5% of the Fund's capitalor 50% of
the overall cost of the project being financed. In addition,
any one country may nol be extended loans totalling more
than 10% of the I"und's capital. To date the Fund has
extended more than {ifty loans to a large cross-section
of developing countries including Indonesia, Egypt,
North Yemen, People's Republic of Congo and Niger.

Capital Structure: N.A,

Income: Believed to be retained,




Institution;
Location:
Size:

Purpose:

Source of Funds:

Management Structure:

Management ol Fund;

Portlolio:

Arab Bank for Economic Development in Africa
Khartoum, Sudan
Authorized and subscribed capital: U. S. $231 million

Established in 1974 under aegis of Saudi Arabia and

League of Arab States. Operations commenced in 1975,
Membership consists of 18 Arab states which have

contributed from U, S, $50 million (Saudi Arabia) to

U. S. $1 million (Jordan, Bahrain, Sudan, Syria, Egypt,
Mauritania, Palestine) to initial capital. Purpose is

threefold: (1) assist in financing economic development

in African countries; (2) stimulate the contribution of Arab .
capital to African development; (3) help provide technical
assistance required by Africa's economic development,

Anticipated to be: capital subscriptions by member states,
plus borrowings (up to a limit of 2x paid in capital and
reserves), deposits and retained earnings, Special funds
also authorized.

Board of Governors (one from each member country)
oversces general operations and policies. Initiation and
implementation of policies and direction of management
via Board of Directors (12, based on share ownership)
through President (Chairman of Board of Directors) and
staff.

Inte rnal policies prohibit disbursement of funds withoul
prior provision for supervision of related project by
banlk staff.

Operations of bank may take the form of (1) loans and
guarantees granted to development financing institutions;
(2) particiration in financing of major economic projects,
especially agriculture and industry, to make up any deficit
from exlernal sources of financing; (3) technical and
financial assistance aimed at identifying and structuring
economic development projects, especially Afro-Arab
projects; (4) technical and financial aid with respect to
technological development. Eligible recipients limited

lo (1) African governments and agencies; (2) public and

private companies, organizalions and projects in African
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Arab Bank for Economic
Development in Africa

Portfolio:
(cont'd.)

Capital Structure:

income;

countries, majority owned by Aftrican governments or
citizens; (3) mixed, African or Afro-Arab economic

development companies. Present portfolio believed to
consist of 20-25 loans in 20 African states. Maximum

participation by Bank in any one project to be lesser of
U. S. $10 million or 50%; term of loaus to vary based on
project; and interest charges to vary from 1% to 6%. All
loans and investments must be guaranteed.

See "Source of Funds'" above.,

Allocated to reserves or members' capital accounts by
Board of Governors.




Institulion:

L.ocation:

Size:

S(}u rce of Funds;

Management Structure:

Management of Funds;

Portfolio:

Capital Structure:

Income;

Arab Fund for Economic and Social Development
Kuwait City, Kuwait

Authorized Capital: KD 400 million (KD = Kuwaiti Dinars)

The AFESD was organized by the Arab Council of the

Arab League in 1968. Operations did not commence

until 1973 at which time the Fund had acquired 21 country
members. The purpose of the Fund is to participate in
financing economic and development projects in all Arab
member states through: (1) financing economic develop-
ment projects on easy terms to governments and to public
or private organizations and institutions, giving preference
to economic projects vital to overall Arab development and
to joint Arab projects; (2) encouraging directly or indirectly
the investment of public or private capital in such a manner
as to ensure the development and growth of the Arab
economy; (3) providing technical expertise and assistance
to the various ficlds of economic development.

Believed Lo be solely member subscriptions at present.
Believed to be internal.

Internal. Interest rates for loans made during 1975 ranged
from 4% -~ 6%.

Loan criteria emphasizes those projects that (1) assist
less developed Arab countries in narrowing existing income
differentials; (2) have infrastructures that link Arab
countries: (3) facilitate cross-border funds flows;

(4) intensify exploitation of agricultrual resources; (5)
contain new ideas for public and private co-operation
investment projects. Since 1973 the Fund has granted
loans totalling KD 93.2 million for eighteen projects

in nine countries., During 1976 AFESD is planning a

major expansion of activities with cumulative loan commit-
ments projected to rise to KD 177 million,

Of the KD 400 million committed capital, KD 102 million

was paid up by the member states as of February 1976.

The outstanding balance is to be paid over the next three
years.

No information available on disposition of income.




Institution:
L.ocation;

Size:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:

Portfolio:

Capital Structure:

Income:

Abu Dhabi Fund for Arab Economic Development

Abu Dhabi, United Arab Eurates

Authorized Capital: DH 2 billion; Paid-in-Capital
DH 1 billion (DH - Dirhams)

To offer economic aid to Arab countries in support of
their economic development through loans, participations,
or guarantees. Also economic aid to African, Asian and
other Islamic countries,

Believed to be internal allocation from Abu Dhabi revenues.

N.A,

Believed to be internal,

Loans outstanding to 11 countries totalling $500 million
at December 1975. Mostly connected with industry and
manufacturing .

Believed to be solely paid-in-capital at present,

No information available with respect to distribution of
income .,




Institution:
Localion:
Size:

Capital:

Purpose:

Source of Funds:

Management Structure:

Manpagement of Funds:

Islamic Development Bank
Jeddah, Saudi Arabia

ID = Islamic Dinars (equal to 1 Special Drawing Right
of the Internaticnal Monetary Fund)

Authorized Capital: IC 2 billion

Paid-in-Capital; ID 752 million

Bank established in 1975 based on agreement signed by
members of Islamic conference in 1974. Purpose is to
foster economic development and social progress of
member and Muslim communities in accordance with
Islamic principals. Present membership 29 countries .

Bank permitted under agreement to (1) purchase equity
in productive projects in member countries, (2) partic-
ipate in economic and social infrastructure projects in
member countries; (3) make loans to public and private
sectors for project financing in member countries:

(4) establish and operate trust or special funds; (5)
accept deposils and borrow funds: (6) assist members

in matters relating to development, foreign trade and
economic co-operation; (7) invest surplus funds. Bank is
to be non-political and governed by economic conside ra-
tions only.

Members' capital subscriptions. Leverage permitted,
but not yet used. Cash flow and income will also be
used o fund activities of Bank in future,

Board of Governors, composed of one from each member
state, to appoint Ixecutive Directors and President, to be
responsible for operations and selection of personnel,

All officers of Bank must be from member states.
Executive Direclors approve all loans,

All conlracts will provide for internal follow-up and
inspection by Bank,
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s slamic Development Bank 4=

Portfolio: Selection and determination of investments to be based
on the following criteria; (1) due regard to be paid to
safepuarding interests of Bank, including obtaining
guarantees; (2) the abilily of recipient aud/or guarantor
to meet obligations to Bank; (3) consistency with
principles of promotion of complimentary economic
development among members, promotion of social and
economic well being in member states and enlargement
of employment opporcunities; (4) avoidance of concentra-
tion of loans and investments in one country and maintenance
of reasonable relation of loans and equity investments in
each country; (5) reasonab!~ diversification of equity
investments; (6) in all ca:es, priority to be given to
co-operative economic projects.,

Loans to be for terms based on project requirements.
In view of interest prohibition under Islamic law, service
fee to be charged.

Capital Structure: Presently all member states' equity.

Income: May be distributed to members after genera! reserve
equals 25% of subscribed capital.




Institution:
L.ocation:
Sivze;

Capital:

Purpose:

Source of Funds:

Management Structure:

Management of Funds;:

Portlfolio;

Kuwait Fund for Arab Economic Development

Kuwait City

Authorized Capital: KD one billion;
Paid-in-Capital : KD 328 million (KD - Kuwaiti Dina rs)

To assist Arab and other developing states iy imple -
menting development projects by making KD loans. The
Fund may also guarantee the obligations of such states or
corporate entities. The Fund may not finance more than
50% of non-local project cost.

400 million KD's out of government reserves according Lo
the needs of the FFund. 600 million KD's out of public
revenues of the State. Amount to be appropriated determined
annually. '

Prime Minister - Chairman of Board of 9 Dirvectors elected
for an initial term of two years, Chairman appoints
Dircctor - General of the Fund (upon recommendation of the
Board) who has responsibility for financial and administra-
tive matters,

Net profits of the Fund are credited to a reserve accounl
until reserves equal 20% of capital. Thereafter profits

are added to the capital of the Fund.

(KD Millions)

Cash ) |
Bank deposits 174.5
Securities 110.4
l.oans 62.0

Parlicipations in
Arab development
instilutions 25.9

Accrued interest 6.9

Total 184.8




lKuwall kund for Arab
Fc¢onomic Development

Capital Structurc:

Income:;

Loan Disbursement;:

The Fund may borrow funds and give guarantees up to
twice capital and reserves,

Paid-in-Capital KD 328 (March 1975)
(Genecral Reserve KD 56

Financial information limited.

Total Income KD 16 .6 million
Income from Investmentls 14 .4
Income from lLoans A

I.oans made to 12 countries by sector

Transport and storage 35.6%
Agriculture 23,2
Industry 20,6
Power 20.6

100. 0%




Institution:
l.ocation:
Size:

Assels:

Capital:

Purpose:

Source of Funds:

Management Structure:

Management of Funds:
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FFondo de Inversiones de Venezuela

Caracas, Venezuela
12/31/75

BS 22,470,317,537 (1 Bolivar (BS) = U, S. $0.233)
BS 20,532,175,000

Fund established by Presidential decree in June 1974 1%
following OFEC's increase in oil prices and consequent
increase in Venezuelan government reserves. Stated
purposes are fourfold: (1) to create a professionally
managed reservoir for public funds that would be kept

cut of domestic money supply until needed, thereby
avoiding inflationary pressures caused by over-rapid
money supply growth; (2) to invest in external capital
markets funds not immediately needed in Venezuela:

(3) to assure a rational and diversified internal invest-
ment program designed to reduce Venezuela's dependence
on oil revenues; (4) to generate economic growth that
creates full employment, redistributes national income
and encourages technological independence.

Yearly allocation of oil revenues, the size of which is
determined at the highest level of government and
approved by President, Allocations in 1974 and 1975
aggregated slightly in excess of U, S. $5 billion.

Fund operations overseen by General Assembly (consisting
of State Ministers and high level gove rnment officials)
which has power to dictate policy. Major policy directives
typically originate from high level political sources and
the Fund's internal Executive Directorate (2 internal and

2 external) and are ratified by Assembly. President ot
Fund (State Minister) is crossroads for policy and routine
management operations. Major investment decisions made
by Exccutive Directorate and all external investmen's
discussed at senior management level committer meetings.

Internal stalf divided into 3 proups by function; International
Financial Group (investments in external markets):
International Financial Cooperation Group (analysis and
monitoring of loans to International and non-Venezuelan
Government Agencies); National [Investment Group (review
and monitoring of debt and equily investments in Venezuelan

entities). All proups have speciahized sub-groups,




Institulion:
IL.ocalion:

Size:
Capital:

Purpose:

source of Funds:

Alberta Heritage Savings Trust Fund

Edmonton, Province of Alberta, Canada

C $1,500, 000,000

Fund established in May 1976 to invest a substantial
portion of non-renewahle resnurce revenues for the
benefit of the people of Alberta in future years,

Fund permitted by Legislative Act to (1) invest vp to 20%
of its assets in projects which will provide long-term
economic or social benefits to the people of Alberta but
which will not by their nature yield a return to the Fund,
provided the moneys are first specifically appropriated
from the Fund by an act of the Legislature; (2) invest up
to 15% of its assets in loans to the Crown in right of
Canada or of any other province of Canada or in loans
guaranteed by the Crown in right of Canada or of any
other province of Canada: (3) make investments the
Investment Committee, or the Legislative Assembly as
expressed in an Assembly resolution, feels will yield a
reasonable return or profit to the Fund and will tend to
strengthen and diversify the economy of Alberta; (4)
invesl or reinvest moneys not invested according to

I, 2 or 3 above in any or all of the following: (a)
evidences of indebtedness of, or fully puaranteed by,

the Canadian Government, any Canadian provincial
government, any Canadian municipal corporation, the
povernment of a country other than Canada, a chartered
bank or treasury branch, or any corporation if authorized
by the Canadian and British Insurance Companies Act; and
(b) mortgages or hypothecs of real cstate or leaseholds in
Canada under certain circumstances.,

Original funding of Canadian dollars $1,500, 000, 000 plus
50% of the non-renewable resource revenues to be received
in fiscal 1976-77 (and each fiscal year thereafter if the
Lepislative Assembly enacts a Special Act autho rizing such
annual transfer from the General Revenue Fund) on a
monthly basis,
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Alberta Heritage Savings Trust Fund

Management Structure:

Management of Funds:

Porltfolio:

Capital Structure;

Income:

Heritage Savings Trust Fund Investment Committee
consisting of all 24 members of the Provincial
Executive Council (including Provincial Ministers and
Treasurer) responsible to the Legislative Assembly in
the operation of the Fuad. Actually managed in the
Provincial Treasurer's Office.

The Provincial Treasurer holds and administers the
Fund in accordance with the Act. Fund has separate
accounting record. The Investment Committee, except
when directed by the Legislative Assembly, approves
investments and dispositions of investments, although the
Provincial Treasurer invests, reinvests and disposes of
such with respect to Find activities in investment
catepory 4 under "Purpose' above. While all funds are
managed internally, outside advisors may be used to
review and package potential investments,

As under "Purpose'" above. No authority to guarantee
the credit of others nor is itintended to allow for other
than shoit-term borrowings from the General Revenue
Fund in anticipation of fund transfers (i.e. - no leve rage
allowed).

See "Source of Funds', "Portfolio" and "Income'',

i’he income of the Fund accrues to and forms part of
the Trust Fund.,




September 30, 1977

Ted Swick

White, Weld § Company, Irc.
One Liberty Plaza

91 Liberty Street

Nww York, NY 10006

Dear Mr. Swick:

Enclosed is the original of the contract between the
Division of Legislative Finance and your firm,. If you
fand it in order, please sign it and return it to our
office.

Under the contract, we would like your firm to:

13 Be present to offer financial advice to the Committee
at the Southeastern Hydropower Conference on
October 13 and 14 in Sitka,

2. Prepare & report for the Committee's October 20 and
21 meeting in Junesru, The report should includes but
not be limited to, descriptions of principles in
management of trust funds, peeformance of various
sorts of trusts and recommendations to the Committee
on how to structure the Permanent Fund as a financially
viable, politically accountable trust- fund.

3. Collect any available information on the existence
and location of any capital gap in Alaska and be
prepardd to offer comment on any other capital gap
studies being compiled. "

To help you in planning for the meetings, the imnformation is
as follows:

October 13--1:30 p.m. Centennial Builcing, Sitka:

October 21--9:00 a.m. Conference Room 123, Juneau,
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Additional information on rTequirements for October 14 and
20 'will' be forthcoming as: soon as I get my hands ou it.

Sincerely,

7
VIAL G

’

I

gt
Mike Doogan :
Admimistrative Assistant
MD:LAD

Enclosure

<
s




WHITE, WELD & Co

INCORFPORATED

ONI LIBERTY PLAZA
O] LIBERTY STRELRT, NEW YORIK, N.Y. 10000

THEODORE P, SWICK
FIRST VICE PRESIDENT

212/ 285-2153 CABLE ADDRESS- WHMITEWELD"

March 17th, 1978

Special Committee on “he
Alaska Permanent Fund
Pouch V

Juneau, Alaska 99811

Gentlemen:

In performing our duties under contract with the House Special Committee on
the Alaska Permanent Fund we have attended drafting and discussion sessions, re-
commended provisions and language, opined on alternatives, advised on reports of
other consultants, provided definitions and customary mecanings of phrases and words
and, in general, participated in the deliberations of the Committee in the creation
of House Bill No. 596 in the Legislature of the State of Alaska, Tenth Legislature-
Second Session.

We are satisfied that Bill No. 596 is a workable bill that facilitates and
accomplishes the will and intent of the Committee.

It was a pleasure for us to have participated in this project. Messrs.
Fuhrmann, Greeley, Plaia and others of our firm congratulate you on the Bill and
wish it smooth traveling through the legislative process. We understand that we
may be called upon for further consultation during the legislative session.

Very truly yours,

/
/.,-,f.'r f{

Theodore P. Swick

TPS/vmr






