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M E M O R A N D U M

TO: Al l  S en a t o r s

FROM: S e n a t o r  V i c  Fischc

RE: P e r m a n e n t  Fun d I n v e s t m e n t  in A l a s k a

DATE: F e b r u a r y  10, 1984

A t t a c h e d  is i n f o r m a t i o n  on w h a t  the A l a s k a  F e r m a n e n t  Fund C o r p o r a t i o n  is 

d o i n g  in the ar e a  of A l a s k a  investments.

It l ooks to me as if the Fund is m o v i n g  in the r ight d i rection, and the 

Board a p p e a r s  to be a w a re  of the need to mee t  pub l i c  e x p e c t a t i o n s  w i t h  

at l east some s i g n i f i c a n t  in v e s t m e n t s  w i t h i n  the state.



Alaska Permanent Fund Corporation
Pouch 4-1000 Juneau, A laska 99802 

TEL 907/465-2047 TLX 099-46-323

Fe br u a r y  7, 1984

The H o n or ab l e  Vic Fische r 

Al ask a S tate Senate 

Pouch V

Juneau, Alask a 99811 

Dear S e n a t o r  Fischer:

You have i nquired as to w hat programs are in p la c e - - a n d  what is planned for 

the f u t u r e — -with respec t to Alaska Perma nen t Fund C or po r a t i o n  inv est men ts in 

Alaska.

Pr ograms in Place

1. The Tr us te e s  have allo cat ed $80 m il l i o n  for  investm ent s in home 

mo rt ga g e s  (owner occupied, one to fo u r  units). These are offer ed 

at m ar k e t  rates, th i r t y- ye ar  term, f l oa t i n g rate adj u s t e d once 

annually. Currently, about $30 m i lli on has been u til iz ed  and $50 

m il l i o n  is available The pr og r a m  has been in e x i s t e n ce  fo r about 

two years. Use of tne p r o gr am  has been minimal since the Alaska 

Housin g Finance Corp ora tio n provides s ubsi diz ed rathe-- than market 

rates. Ou r p r o g r a m  is p op ula r with those seekin g housing loans 

o ve r  AHFC limits and with those w is h in g  to avoid AHFC step-up rates 

and the AHFC s h orte r maturity.

2. The Fund is a pu rc ha s e r  of AHFC  taxa ble  bonds backed by Alask an 

home mortga ges . When ma rke t y i e l d s  are s at i s f act ory , we have 

p ur cha sed  up to ten percent of an AHFC bon d issue. Our curr ent  

holdings are $25 million. The Fund ca nno t buy foreign bonds and 

ca nno t p ar ti ci pat e in AHFC E urobond transactions.
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Mew P r o g r a m  - March 1984

The T r u s t ee s have  been w or k in g  on a p r o g r a m  w hi ch  could place up to S200 

m i l l i o n  in A la sk a n  banks for use in o u r  local economy. U nde r this plan, 

the Fund w o u l d  pur c h a se  c e r t if i c a t es  of d e p o s i t  f r o m  banks and wou ld 

acc ep t  Alas ka loans as c ollateral. The p ro gr a m  has been f in ali zed  and 

will be bef ore  the Tr ust ees  fo r a d o p ti on  at the ir nex t me e t i n g on March 

23, 1984. A c t i o n  on this p r o g r a m  was tabled f ro m the last m e e ti ng  when 

r e p r e s e n t a t i v e s  o f  one of A l a s k a ' s  l a r g e st  banks t e s t i fi ed  that most 

banks w e r e  a was h w it h  funds and the p r o g r a m  w o u l d  not be used. The 

T r u s t e e s  be l i e v e the pr og r a m  sho uld  be put into place now, even though 

m a j o r  banks do not need the funds, so that w he n  funds are needed, a well 

d e s i g n e d  r a th er  than "baling w ire " p r o g r a m  will be available.

On the D raw ing  Board

The T rus te es  have r etained a c o n s u l t a n t  to d r a w  a c o m p r e h e n s i v e  plan for 

real es t a t e investing. A c o m p o n e n t  of the plan will address A l ask an 

pr ope rties. It is a n t i c i p a t e d  that a p r el i m i n a r y  report will be a v a i l­

able at the M a rch  meeting. H ope f u l ly , we will be abl e to address ways 

of  i nv es tin g w h i c h  (1) will not c o m p e t e  wit h priv ate  sect or Alask an 

investors; (2) will not creat e ne w pro jec ts (shopping centers a nd o ff ic e  

bu ild in gs )  whic h, thro ugh  c om p e t i ti on , will force marginal producers 

into financial stress; (3) will not cr e a te  glu t w h i ch  could result in 

poor e arn ing s to both the Fund and the p riv ate  sector.

Stand by P r ogra m

The Fund can be a p u rc ha se r  of those p ort ion s of loans w hi ch  are 

f e d e r a l l y  g u a r a n t e e d  (i . e . , it could buy 902 o f  an SBA loan--the 

g u a r a n t e e d  portion). To date the Ala sk a Industrial D e v el op m e n t  A u t h o r i­

ty has an act i v e p ro g r a m  and is m e e t in g  the total s t a t e wi de  need. If 

A I D A  could no lo nge r solely me et  the need, the Fund could as s i s t on a 

p a r t i c i p a t i n g  basis wit h AIDA.

I am  sure y ou  a p p r e c i a t e  o ur des ire  to invest w i t h i n  Ala ska  in such a m a n n e r  

that (1) we  do not d e s t ro y the l o n g- t e r m  fo rm a t i o n  of capital and along with 

it the b an ki n g  system; (2) w e  do not d e s t ro y the e q u i l i b r i u m  of the c o m p e t i­

tive p ri v a t e  sector; or (3) we do not u t i l iz e  the Fund as a social o r  p o l i t i­

cal tool t hro ugh  hid den  s u bs id i z a t i on  r a t h e r  than u t ili ze it as a sound, 

e c o n o m i c s - d r i v e n  savings acco unt  for all of our  people.
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In vesting in Alaska is a ch al le n g e  w hi ch  will be met. It will take time and 

the e x e r ci se  of gre at care. I'm c o n f id e n t  that we can do it.

Please c on t a c t  me if I can be of f u r t h e r  assistance.

W a r m  reaards.

David A. Rose 

Execu tiv e D i r e c t o r

D AR/a ef

Enclos ure s



R E S O L U T I O N  OF T H E  3 0 A R D  OF T R U S T E E S  
OF T H E  A L A S K A  P E R M A N E N T  F U N D  C O R P O R A T I O N  

P E R T A I N I N G  T O  I N I T I A T I O N  OF A C E R T I F I C A T E  OF D E P O S I T  P U R C H A S E  
P R O G R A M  F O R  A L A S K A N  F I N A N C I A L  I N S T I T U T I O N S

R E S O L U T I O N  83-13

W H E R E A S ,  a p o r t i o n  of  the P e r m a n e n t  F u n d  p o r t f o l i o  is 

g e n e r a l l y  i n v e s t e d  in s h o r t - t e r m  U n i t e d  S t a t e s  T r e a s u r y  Bills; 

a n d

W H EREAS, this a s s e t  a l l o c a t i o n  p r o v i d e s  a c c e p t a b l e  

y i e l d s  to the Fund; and

W H E R E A S ,  the same r e t u r n  can be g e n e r a t e d  by 

i n i t i a t i o n  of a c o l l a t e r a l i s e d  c e r t i f i c a t e  o p d e p o s i t  p u r c h a s e  

p r o g r a m ;  and

W H E R E A S ,  s u c h  a p r o g r a m  m a y  a s s i s t  e c o n o m i c  

d e v e l o p m e n t  of the S t ate of A l a s k a  w h i l e  p r o v i d i n g  m a r k e t  r a t e s  

o f  r e t u r n  and m i n i m a l  risk;

N O W  THERE!-O R E  BE I i R E S O L V E D  that the T r u s t e e s  a d o o t  

the a t t a c h e d  g u i d e l i n e s  w h i c h  set f o rth an " A L A S K A  BANK 

C E R T I F I C A T E S  OF D E P O S I T  PROGRAM"; and

BE IT F U R T H E R  R E S O L V E D  Char the T r u s t e e s  d i r e c t  the 

E x e c u t i v e  D i r e c t o r  to i m p l e m e n t  sa i d  p r o g r a m ;  and

ITEM IX-B



B E  IT F U R T H E R  R E S O L V E D  that the T r u s t e e s  w i l l  a d d r e s s  

t h e  a m o u n t  of funds to be a l l o c a t e d  to the p r o g r a m  as p a r t  of  

e a c h  q u a r t e r l y  i n v e s t m e n t  review.

P A S S E D  AND A P P R O V E D  by the B o a r d  of T r u s t e e s  of  the 

A l a s k a  P e r m a n e n t  Fund C o r p o r a t i o n ,  this 2nd day of D e c e m b e r ,  

1983.

S t e v e  C o w o o r ,  C h a i r m a n  
B o a r d  o f  T r u s t e e s
A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n

A T T E S T :

D a v i a  A. Rose, E x e c u t i v e  D i r e c t o r

Page 2
R e s o l u t i o n  8 3 - 1 3
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ALASKA P E R M A NE NT  FUND 

A L A S K A  BA N K  CERT IFI CAT ES OF D E P O S I T  P R O G R A M

POLICY

The Alask a P e r man ent  Fund will pu rch ase  c e r t if i c a t e s  of d e p o s i t  issued 

by Alask n banks at floating in ter est  rates for c e r t i f i c a t e s  of d e p o s i t  

for a t hree -ye ar term. Amount of c e r t i f i c a t e s  of d ep o s i t  to be p u r­

cha s e d  and int erest rate paid are p r e d e t e r m i n e d  by e s t a b l i s h e d  g u i d e­

lines. Fl oating rates are u tilized to p ro vid e m a x i m u m  pro te c t i o n in 
v ol at il e  mark ets  to the Fund.

PURPOSE

To m ake funds av a i l ab le  to Alaskan b a n ki ng  i n st itu tio ns,  as ''oquirc-d, on 

an open and c o nti nuo us basis in an ef fo rt  to make funds a v a i l a bl e  to 

a cc om m od a t e  an e x p a n s io n o f  the Ala sk a economy. It is not in te n d e d  that 

these funds will be used for a r b i t r a g e ope ra t i o n s , al tho ugh  it is 

r ec og n i z e d that a portion may be tem po ra r i l y u t il iz e d  for that purpose. 

W hi le  not mandato ry,  this p rog ram  en vi s i o n s that banks will m a k e  f l o a t­

ing rate loans w hic h mi nim ize  risks to banks and borrowers.

PRO G R A M  GL

1. Fund. 1 be avail abl e on a c on ti n u o u s  basis. The p r o g r a m  is o p e n  
e n d e d  w i t h o u t  a de ter mi ne d  t e r m inat ion  date.

2. C er t i f i c at es  of d ep os i t  will be issued by bun ks and p u r c h a se d  by 
the Fund for a sp ecific period of three years.

3. Interest rates will float q u a r t e r l y  th rou qh ou t the thr ee -y e a r
period.



4. Interest rates will be e s t ab li s h e d  to reflec t the average T r e a su ry  

coupon e q u i v a l e n t  rate publi she d in the Wall Str eet  Journal for the 

fi rst  t hr e e-m ont h U. S. T r ea su ry  Bills au ct io n e d  in eacn cal e n d a r 

quarte r, plus 50 basis points.

5. Interest will be paid annually.

6. Funds will not be ma de  a va il abl e in increments loss than

$1 ,0 0 0 ,0 00 .

7. All cer tif ic a t e s  of deposit will be 1 0 0 colla ter ali zed .

8. All collateral will be del iv er e d  ver sus  funds at a T rus tee  bank.

9. T r u st ee  bank will m ark all collateral to m ar ke t  and will institute 

additional collateral calls as necessary. Collateral will be 

releas ed to the degree that mark to m a r k e t  w ar ra nt s ,  and if re­

que s t ed  by issuing bank.

10. S u b s t it ut io n  of collateral will be p e r m i tt ed  by the Truste e bank.

11. At maturity, all funds (principal and interest) will be d e li v e r e d 

to T r ust ee versus collateral.

12. T ru s t e e  will l iquidate collateral a ft er  three w o r k i n g  days in the 

ev en t of a fail ure  to pay e it he r  principal or interest whe n cue.

13. Collateral m u s t  be in the form of any or a com bi na t i o n  of any 

of the following; at market value:

a) o b l i g a t i o n s  of, or o b l i g a ti on s insured by or g u a r a n t e e d  

by, the United Sta'es or age nc i e s  or i ns t r u m e n t a l i t i e s  of 
the U nit ed  States;

b) o b li g a t i o n s  secured by re serves paid in by the Uni ted  

States or agencies or i ns tr u m e n ta li ti e s  of the Uni te d 

States or o bl i gat ion s of c or p o r at io ns  in w h i c h the Un it e d  
States is a s h a r e ho ld er  or mourner;

c) c o rp or at e debt securit ies  w hi ch are rated AA or better by 
a n at i o n al ly  recognized rating service;



d) the g ua r a n t ee d portion of Federal Small Bu si n e s s  A d m i n i s­

tration loans;

e) the portion of first lien real e sta te  m o r t g a g e s  g u a r a n­

teed by the Federal Ve ter ans  A d mi n i s t r at io n;

f) the portions of bus iness and industrial loans m ad e  u n d e r  

the Rural Dev el op m e n t  Ac t of 1972 w h i ch  are g u a r a n t e e d  by 

the Farmer's Heme A d mi n i s t r a ti on ;

g) the g u a r a n t e e d  portion of F arm er' s Home A d m i n i s t r a t i o n  

loans;

h) notes secured by m o r t g a ge s g r an t i n g  a first lien on 

commercial or residential real e st at e  improv ed by c o m­

pleted buildings if the m o r t g ag es  are insured by a 

priv ate  m ort ga ge  insur anc e c o rp or at i o n  w h i c h  is a u­

thoriz ed to do bus iness in Alas ka and has c omb in ed  

capital and surplus a g g r e g a t i n g  at least 5 2 0 , 00 0, 00 0 ,  and 

if l oan -to -va lue  ratios do not exc ee d 75 p erc ent  for 

commercial mort gag es and 90 perc ent  for residential 

mortga ges ; however,

(1) no mor t g a g e in surance is n e ce ss ar y for commercial 

loans having l o a n - t o - v a l u e  ratios of less than 50 

percen t and the m i n i m u m  c ov e ra g e  of o t h er  c omme rci al 

loans shall be 10 p erce nt for those hav in g a 

l oa n-t c-v alu e ratio of 50-60 percent arc! 15 p er ce n t  

for those having a l o a n - t o - v a l u e  ratio g r e a t e r  than 

60 percent but no mor e than 75 percent, and

(2) no m ort g a g e i ns ura nce  is n e c es s a r y  for resiaential 

loans having a l o a n -t o - v a l u e  ratio of less than 70 

perce nt and the r ininuim c ov e r a g e  o f  o t h e r  r e s i d e n­

tial loans shall be 10 p erc ent  for those h av in g  a

l o a n - t o-v alu e rntic g r e a t e r  than 70 p erc ent  but less

than 90 percent and 20 p e r cen t for those h av in g  a

l o a n - t o-v alu e ratio nr gg percent;

(i) notes secured by m o r t g a g e s  g r a n t i n g  ,i first lien on

commercial real esta te imoroved by c o m p l e t e d  b u i l d i n g s  if 

the o ri g i n a t i n g  financial i n s t itut ion  retains at least 

25;' of the mo rtg age  until m a t urit y;



NOTE: U n i n su r e d  loans or u n i ns ur e d  por tions of loans [see (h) and

(i) above] will be v alu ed  at 7511 of the o u ts ta nd in g

principal balance. Del inq uen t, d e fau lt or e xt en de d  loans

will not be acce pta ble  collateral.

The P er ma nen t Fund is pr epa red  to pur cha se t h r e e - y e a r  c er t i f i c a t e s  

of de po si t  issued by financial i nst itu tio ns as follows:

a. The p r ogr am will be fu nde d in such a m a n n e r  that 

each i nstitution will be assu red  that c er t i f i c a t e s  

will be pu rc ha s e d  in a total am ou n t  w h i c h  is not 

less than 2511 of c a p i t a li za ti o n  as d e te rm i ne d  by 

each i ns t i tut ion 's pub lis hed  annual or q ua r t e r l y  

report (to include p a i d -i n-c api tal , u n en c u m b e r e d  

reserves, and r etained o r  u n d i s t r i b u t ed  e arnings).

b. Additional funds mad e a va il a b l e  for the p r o g r a m  will 

be u til iz ed  to pur cha se cer tif ic at es  on a 

first-c ome , firs t-s erv ed basis r egardless of c a p i­

talization.
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The Al ask a Per manent Fund Cor poration pro vides residential real estat e 

fi nan cin g to all areas of Alaska by p r o v i d i ng  a s ec ond ary  m o r t c a a e  m a r k e t  for 

loans o r i g i n a t e d  and serviced by privat e lendin g institutions, the 

c om m i t m e n t  of the Alaska P ermanent Fund C o r p o r a t i o n  is to p r o vid e a stable 
source of funding for credit-wo rth y, e l ig ib l e  borrow ers .

HOW TO Fir.'D OUT A B O U T  

AL AS K A PER TIN ENT  FUiiD C O R P O R A T I O N  HOME MORTOAOr.S

Talk to an y p a r t i c i pa ti n g  lender listed on the last paqe of this p a m p h l et  for 
latest information.

HOW TO S FC UR F  AN 

AL A S K A PERMANENT FiJiii) C O RP OR A HOf) N I R T O A GE

The lende r will de t e r m in e if you are e li g i b l e  for homo m o r t g a g e  finan cin g and 

if y o u r  income is s uf fic ien t to make the m o n t hl y  m o r t g a g e  payment. All 

m o r t g a ge s  are o ri g i n a t e d  for the Alaska P e r m a ne nt  Fund C o r p o r a t i o n  by 

p a rt i c i p a t i n g  lenders; the Alaska Perm ane nt Fund C o r p o r a t i o n  does not m a k e  

di re ct  m o r t g ag e  loans.

HOUSIiiO ELIGI BLE  FOR M O R T G A G E  FI NAN CIN G

The Al a s ka  P er man ent  Fund Co r p o ra ti ci  fi na nc e s  on ly  p e r m a n en t  m o r t g a g e s  on 

new or e x i s t i n g  homes co nsi st in g of si ngl e - fa mi ly ,  duolex , tri-pl ex and 

four pi e x . All housinn financed must be rw nor -n cr ui n e d .



M OR T G AG E AMO UNTS. TERM. AND DOWN P AY MEN T

M a x i m u m  T er m  - 30 years. M i n i m u m  T er m  - 15 years.

10" down p a y m e n t  required for s i ng le - f a m i l y  d we ll in g loans up to $150,000.00.

20G down payment required for s in g l e - f a m i l y  d w e l l i n g  l o a ns ov er  $150,000.00.

20" down paym ent  re qui red  for two-plex, tri-plex, and four-plex 

d w e l l i n g loans re gar dl es s of amount.

A D J U S T A B L E  IN TER EST  RATE

Initial i n t e r e s t  rate is the rate o f the Federal Home Loan Bank Board Series 

of Loans R e ce n t l y  Clos ed on E xis tin g Homes (FHLBB) p re va i l i n g at the time the 

Alas ka P er m a n e n t  Fund C o r po r a t i on  makes a final c o m m it m e n t  to p urchase, plus 

J of 15.

The in ter es t rate on a con ventional a d j u s t a b l e  rate m o r t g a g e  purc has ed by the 

Alask a P e r m a n e n t  Fund C or p o r a t i o n  will be a d ju st e d  once eacn y e a r  as o f  March 

1 or  S e p t e m b e r  1, w h i c h e v e r  is n e ar er  the a n n i v e r s a r y  of the loan c l o si ng  

date, on the basis of annual chan ge of the FHLBB Series for Loans Rec e n t l y 

Clos ed on E xis ti ng  Houses; however, no c ha ng e  m a y  increase or dec r e a s e the 

interest rate by mor e than 2G. When the annual c han ge  in the FHLBB index 

w ou l d  re su lt  in a ch a n g e  of mor e than 2" in the interest rate, the excess 

c h an g e  in the index will be c a rri ed o v e r  and used  as a basis for a s u b s e o u e n t  

a d j u s t m e n t  duri ng any year w h e n  the a d j u s t m e n t  to that interest rate w o u l d  

o t h e r wi s e  be less than 2G.

O th er tnform.;rion

0 Le nd er s  are p e r m i t t e d  to char ge an o r i g i n a t i o n  fee to borrow ers .

° The A l as ka  P e r m ane nt Fund C o rp or at io n  will cha rg e a 1" c o m m i t m e n t  fee 
for a six-m ont h c ommitment.

11 M o r t g a g e s  m ay not be a s su m e d  by a n o t h e r  borrower.

0 The s e l ecti on of any m o r t g a g e  will bo mad e on the basis of its

individual mer it s and its s u i t a b i l i t y  as oart of the investment 
portfolio.

0 f!o refinancing.
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Al as ka  Bank of C omm erc e

Al as ka  Continental Bank

Al a s k a Federal Savings & Loan

A l a sk a  Mutual Bank

A la s k a  National Bank of the North

Ala sk a  Paci fic  M o r t g a g e  Co.

Al ask a S t a teb ank  

B. M. Beh ren ds Bank 

City M o r t ga ge  Co.

Fe dalaska Federal Credit Union 

First Ala ska  M o r t g a g e  A Escrow 

First Bank

First Federal Savings A Loan 

First National Bamt of A n c h or ag e 

First National Bank of Fairbanks 

General Ele ctric M o rt g a g e Co.

Home Savi ngs  & Loan 

Kissel 1 M o r t g a g e  Co.

Lomas A N e t t le to n Mo rtg age  Co.

Mt. M c K i n l e y  Mutual Savings Bank 

National Bank of Alaska 

Peni nsu la Savings A Loan 

Peoples Bank A Trust 

S ec ur it y  National Bank 

Un i t e d Bank Alaska
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