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___________ D i v isions of____________________

Loan Renewable

Total Programs Collections Resources Treasury

100 Personnel $1,259,145 $281,250 $254,700 $185,520 $ 537,675

200 Travel 94,700 17,300 35,600 17,603 24,200

300 Contractual 879,200 89,000 64,000 214,000 512,200

400 Commodities 20,100 5,000 5,000 5,000 5,100

500 Equipment 67,500 20,000 25,000 15,000 7,500

600 Land 216,100 60,000 60,000 50,000 46,100

Total $2,536,745 $472,550 $444,300 $487,120 $1,132,775



Division of AJaska Loan Programs - Alaska Loan Fund 

100 - Personnel

Director - Range 27 $3,752 $ 56,280
Secretary I - Range 10 1,194 17,910
Accountant IV - Range 18 2,082 31,230

2 Loan Examiner IV's - Range 20 2,411 72,330

1 Loan Examiner III - Range 19 2,243 33,645

1 Loan Examiner II - Range 17 1,934 29,010

1 Loan Examiner I - Range 15 1,668 25,020

1 Clerk Typist III - Range 8 1,055 15,825

3281,250

200 - Travel

6 trips per year for 5 loan examiners $ 4,500

12 trips per year for 1 Director in Alaska 1,800

4 trips per year for 1 Directcr- Outside of Alaska 2,400

Per Diem for Loan Examiners - 4 days/trip 6 trips 5 @ $50.00 6,000

Per Diem for Director - 3 days/trip 1*. trips in Alaska 1,800

Per Diem for Director - 4 days/trip 4 trips Outside Alaska 800

300 - Contractual

$ 17,300

Consulting $ 25,000

Telephone 20,000

Postage 3,000

Printing/Advertising 10,000

Auditing 20,000

Equipment rental 8,000

Miscellaneous 3,000

$ 89,000

400 - Commodities $ 5,000

500 - Equipment- $ 20,000

600 - Office Space $ 60,000



D i v i s i o n  of C o l l e c t i o n s

100 - Personnel

Director - Range 27 $ 3,752 $ 56,280

Secretary I - Range 10 1,194 17,910

Accountant IV - Range 18 2,082 31,230

Cleric III - Range 8 1,055 15,825

Collection Officer IV - Range 20 2,411 36,165

Collection Officer III - Range 18 2,082 31,230

Collection Officer II - Range 16 1,798 26,970

Collection Officer I - Range 14 1,551 23,265

Clerk Typist III - Range 8 1,055 15,825
$254,700

200 - Travel

24 trips per year for 4 collection officers in Alaska $ 14,400

4 trips per year for Director Outside of Alaska 2,400

12 trips per year for Director in Alaska 1,800

Per Diem 24 trips 3 days/trip for 4 officers 14,400

Per Diem 4 trips 4 days/trip for Director 800

Per Di e m  12 trips 3 days/trip for Director 1.800
$ 3.5,600

300 - Contractual

Telephone $ 20,000

Postage 3,000

Printing/Advertising 10.0C0

Auditing 20,0(10

Equipment rental 8,000

Miscellaneous 3,000
$ 64,000

400 - Commodities $ 5,00ji

500 - Equipment $ 25,000

600 - Office Space $ 6 0 ,000



Division of Renewable Resources

100 - Personnel

Director - Range 27 

Secretary I - Range 10 

Accountant IV - Range 18 

Loan Examiner IV - Range 20 

Loan Examiner II - Range 17 

Clerk Typist II - Range 7

$3,752

1,194
2,082

2,411

1,934

995

$ 56,280 

17,910 

31,230 

36,165 
29,010 

14,925 
$185,520

200 - Travel

12 trips per year for Director in Alaska

4 trips per year for Director Outside of Alaska

24 trips per year for 2 loan examiners in Alaska

1,800

2,400

7,200

Per Diem 12 trips 3 days per trip for Director in Alaska

Per Diem 4 trips 4 days per trip for Director Outside of Alaska

Per Diem 24 trips 3 days/trip for loan examiners in Alaska

1,800 

2,400 

3,600 

$ 17,600

300 - Contractual

Feasibility Studies $150,000

Telephone 20,000

Postage 3,000

Printing/advertising 10,000
Auditing 20,000

Equipment rental 8,000

Miscellaneous 3,000
$214,000

400 - Commodities $ 5,000

500 - Equipment $ 15,000

600 - Office Space $ 50,000



Division of Treasury

100 - Personnel

Director - Range 27 $3,752 $ 56,280
Comptroller - Range 24 3,239 48,585
Secretary II - Range 11 1,275 19,125
Secretary I - Range 10 1,194 17,910
Accountant IV -.Range 18 2,082 31,230
Investment Officer IV - Range 25 3,485 52,275
Investment Officer III - Range 24 48,585
Investment Officer II - Range 22 2,794 41,910
Debt Manager - Range 22 2,794 41,910
Cash Manager - Range 20 2,411 36,165
Investment Accountant - Range 16 1,798 26,970

Accountant III - Range 16 1,798 26,970
Accounting Tech. - Range 14 1,551 23,265
Accounting Clerk III - Range 10 1,194 17,910

Accounting Clerk II - Range 9 1,122 33,660

Clerk Typist II - Range 7 995 14,925

$537,675

200 - Travel

Field/Administrative Travel In State $ 4,560

Field/Administrative Travel Out of State 3,645

Conventions/Meetings Out of State 1,335

Boards In State 4,030

Per Diem Field/Administrative in State 4,100

Per Diem Field/Administrative Out of State 1,900

Per Diem Conventions/Meetings Out of State 825

Per Diem Boards In State 3,800

$ 24,200

300 - Contractual

Communications $ 49,200

Printing/Advertising 16,500

Repairs/Maintenance 2,600

Equipment Rental - Other 38,700

Equipment Rental - Word Processing 5,800

Professional Fees/Services 104,600

Professional Fees/Services - Retirement Funds 260,000

Other Fees/Expenses 4,800

Management of Index Fund 30,000

$512,200

400 - Commodities $ 5,100

500 - Equipment $ 7,500

600 - Office Space $ 46,100
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C o m m i s s i o n e r  S t e r l i n g  G a l l a g h e r  ^
D e p a r t m e n t  o f  R e v e n u e

A l a s k a  R o u s i n g  F i n a n c e  C o r p o r a t i o n

A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y

W o h l f o r t h  & F l i n t

F e b r u a r y  6, 1 9 7 8

S e n a t e  B i l l  4 2 9  "An A c t  R e l a t i n g  to t h e  A l a s k a  
B o n d  P r o g r a m s  F u n d ,  t h e  A l a s k a  P e r m a n e n t  F u n d ,  
t h e  R e n e w a b l e  R e s o u r c e s  D e v e l o p m e n t  F u n d ,  a n d  
O t h e r  S t a t e  R e v e n u e s ;  a n d  P r o v i d i n g  f o r  a n  
E f f e c t i v e  D a t e " .

P u r s u a n t  to a r e q u e s t  r e l a t e d  to u s  b y  R. D. 
S t e v e n s o n  a n d  D e p u t y  C o m m i s s i o n e r  Ed.enso, w e  s u b m i t  h e r e w i t h  
o u r  analysis; o f  t h e  a b o v e  b i l l .

S e n a t e  B i l l  4 2 9  w h i c h  w a s  i n t r o d u c e d  in the S e n a t e  
o n  J a n u a r y  19, 1 9 7 8  a n d  r e f e r r e d  to the F i n a n c e  C o m m i t t e e ,  is 
a n  e x t r e m e l y  b r o a d  r a n g i n g  b i l l  w h i c h ,  a m o n g  o t h e r  t h i n g s ,  
s e t s  u p  a n e w  A l a s k a  L o a n  P r o g r a m s  Fun d, s e t s  t h e  d e p o s i t  
r a t e  to t h e  P e r m a n e n t  F u n d  a t  252 o f  the r e c e i p t s  f r o m  t h e  
d e l i n e a t e d  s o u r c e s ,  o u t l i n e s  the c r i t e r i a  f o r  i n v e s t m e n t s  o f  
P e r m a n e n t  F u n d  m o n i e s  a n d  c r e a t e s  v a r i o u s  n e w  S t a t e  cleissi- 
f i e d  p o s i t i o n s .  In e s t a b l i s h i n g  the A l a s k a  L o a n  P r o g  reams 
F u n d ,  S B  429 a l s o  e f f e c t i v e l y  w i p e s  o u t  a m a j o r  p o r t i o n  o f  
t h e  p r e s e n t  S t a t e  l o a n  p r o g r a m s  w i t h o u t  r e g a r d  a s  t o  w h e t h e r  
s u c h  p r o g r a m s  a r e  b e i n g  f i n a n c e d  d i r e c t l y  b y  t h e  G e n e r a l  . 
F u n d  o r  t h r o u g h  t h e  i s s u a n c e  o f  t a x  e x e m p t  b o n d s  o n  t h e  
p u b l i c  m a r k e t .  F o r  e x a m p l e ,  it w i p e s  o u t  o r  c u r t a i l s  t h e  
ac;tiv.i tier; o f  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n ,  t h e  
A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y ,  t h e  A l a s k a  I n d u s t r i a l  
D e v e l o p m e n t  A u t h o r i t y  a n d  t h e  V e t e r a n ' s  L o a n  P r o g r a m  a m o n g  
o t h e r s .  I t  a].so p r o h i b i t s  m u n i c i p a l i t i e s  f r o m  i s s u i n g  a n y  
r e v e n u e  b o n d  w h i c h  w o u l d  b e  an i n d u s t r i a l  d e v e l o p m e n t  b o n d  
u n d e r  S e c t i o n  103 o f  t h e  I n t e r n a l  R e v e n u e  C o d e .  T h i s  p r o ­
v i s i o n ,  f o r  e x a m p l e ,  w o u l d  h a v e  p r o h i b i t e d  i s s u a n c e  b y  t h e



M e m o r a n d u m
F e b r u a r y  6, 1 9 7 8
P a g e  Tv/o

C i t y  o f  V a l d e z  o f  the $ 1 , 2 6 3  b i l l i o n  M a r i n e  T e r m i n a l  R e v e n u e  
B o n d s  i s s u e d  d u r i n g  1977, a p r o g r a m  w h i c h  a d d e d  $ 1 2 , 6 3 0 , 0 0 0  
t o  the C i t y ' s  t r e a s u r y  l a s t  year-. F u r t h e r ,  t h e  b i l l  r e ­
q u i r e s  d e p o s i t  o f  S t a t e  f u n d s  i n  A l a s k a  b a n k s  v;hich o f f e r  
t h e  h i g h e s t  b i d  f o r  S t a t e  f u n d s  a n d  sets s o m e  e x t r e m e l y  
s t r i n g e n t  r e s i d e n c y  r e q u i r e m e n t s  o n  l o a n  e l i g i b i l i t y  a n d  o n  
h i r e  o f  r e s i d e n t s  o n  p r o j e c t s  f u n d e d  b y  t h e s e  l o a n s .

G i v e n  t h e  b r o a d  s c o p e  o f  t h e  b i l l ,  t h e  f o l l o w i n g  
is a n  a t t e m p t  to r e v i e w  in b r i e f  f o r m  'each s e c t i o n .

A S  4 5 . 9 6 . 0 1 0 .  P U R P O S E : T h e  p u r p o s e  c l a u s e  r e ­
c i t e s  t h a t  a s i n g l e  l o a n  f u n d  o f  the S t a t e  w i l l  p r o v i d e  a 
s t r o n g  r e a s s u r a n c e  of r e p a y m e n t  o f  l o a n s  a n d  t h e r e b y  l o w e r  
t h e - c o s t s  o f  b o r r o w i n g  to t h e  S t a t e .

A S  4 5 . 9 6 . 0 2 0 .  C R E A T I O N  O F  F U N D : T h i s  s e c t i o n
c r e a t e s  t h e  A l a s k a  L o a n  P r o g r a m s  F u n d  w i t h i n  t h e  D e p a r t m e r t  
o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  F u r t h e r ,  w i t h i n  t h a t  
d e p a r t m e n t  t h e r e  is c r e a t e d  a d i v i s i o n  of A l a s k a  l o a n  p r o ­
g r a m s  .

A S  4 5 . 9 6 . 0 3 0 .  R E V E N U E  B O N D I N G  A U T H O R I T Y ; T h i s  
s e c t i o n  p r o v i d e s  t h a t  t h e  S t a t e  B o n d  C o m m i t t e e  m a y  i s s u e  
b o n d s  a n d  b o n d  a n t i c i p a t i o n  n o t e s  in o r d e r  to c a r r y  o u t  
t h e  f u n d ' s  p u r p o s e s .  T h e  d e t a i l s  o f  the b o n d  p r o v i s i o n s  
w h i c h  e x t e n d  t h r o u g h  S e c t i o n  4 5 . 9 6 . 1 1 0  w i l l  b e  l e f t  f o r  
c l o s e r  e x a m i n a t i o n  if i t  is a n t i c i p a t e d  t h a t  t h i s  c o n c e p t  
s h o w s  s i g n s  o f  l e g i s l a t i v e  a c c e p t a n c e .

A S  4 5 . 9 6 . 1 2 0 .  U N A L L O C A T E D  R E S E R V E  A C C O U N T : . T h i s  
s e c t i o n  c r e a t e s  a s p e c i a l  a c c o u n t  c a l l e d  the " u n a l l o c a t e d  
r e s e r v e  a c c o u n t "  to s e c u r e  o b l i g a t i o n s  o f  t h e  f u n d .  Thiif 
s e c t i o n  p r o v i d e s  that t h e  i n c o m e  f r o m  t he p e r m a n e n t  f u n d  
s h a l l  b e  p a i d  to t h e  C o m m i s s i o n e r  o f  R e v e n u e  f o r  the p u r­
p o s e s  o f  t h e  a c c o u n t .  T h i s  s e c t i o n  f u r t h e r  s t a t e s  t h a t  
a m o u n t s  n e c e s s a r y  to f u n d  the c a p i t a l  r e s e r v e  a c c o u n t  
e s t a b l i s h e d  u n d e r  S e c t i o n  140 o f  t h i s  c h a p t e r ,  t h e  f i r e  
i n s u r a n c e  a n d  l i a b i l i t y  r e s e r v e  a c c o u n t  e s t a b l i s h e d  u n d e r  
S e c t i o n  160 o f  t h i s  c h a p t e r ,  a n d  t h e  l o s s  r e s e r v e  a c c o u n t  
u n d e r  S e c t i o n  1 5 0  o f  t h i s  c h a p t e r ,  are  a l l o c a t e d  tc t h o s e  
a c c o u n t s  in t h e  a m o u n t s  c e r t i f i e d  as n e c e s s a r y  f o r  t h o s e  
a l l o c a t i o n s  b y  t h e  C o m m i s s i o n e r  o f  R e v e n u e  a n d  a r e  h e r e b y



M e m o r a n d u m  
F e b r u a r y  6, 1 9 7 8  
P a g e  T h r e e

a p p r o p r i a t e d  t o  t h e s e  a c c o u n t s .  S u b p a r a g r a p h  (b) o f  t h i s  
s e c t i o n  e s t a b l i s h e s  a s u b a c c o u n t  c a l l e d  t h e  " g e n e r a l  f u n d  
c o n t r i b u t i o n  a c c o u n t "  w h i c h  c o n s i s t s  of t h e  l e s s e r  o f  a l l  
revenue, f r o m  the G e n e r a l  F u n d  f r o m  m i n e r a l  l e a s e  r e n t a l s , 
r o y a l t y ,  etc. , o r  a n y  a m o u n t s  r e m a i n i n g  in t h e  G e n e r a l  
F u n d  w h i c h  h a v e  n o t  b e e n  o b l i g a t e d  o r  for w h i c h  t h e  
a p p r o p r i a t i o n  h a s  n o t  l a p s e d  a t  t h e  e n d  o f  the f i s c a l  
y e a r .  T h e  s u b a c c o u n t  w o u l d  b e  u s e d  for a n y  p u r p o s e  f o r  
w h i c h  t h e  u n a l l o c a t e d  r e s e r v e  a c c o u n t  m a y  b e  u s e d  s u b j e c t  
t o  l e g i s l a t i v e  a p p r o p r i a t i o n .  I t  s h o u l d  a l s o  b e  n o t e d  
t h a t  s u b s e c t i o n  (b) is m a d e  r e t r o a c t i v e  to J u n e  30, 1 9 7 7 ,  
p u r s u a n t  to S e c t i o n  28 o f  t h i s  A c t .  T h e  a l l o c a t i o n  o f  
a m o u n t s  r e m a i n i n g  in the G e n e r a l  F u n d  w h i c h  h a v e  n o t  •
l a p s e d  a t  t h e  e n d  o f  t h e  f i s c a l  y e a r  is a n  u n u s u a l
f o r m  o f  a p p r o p r i a t i o n  which, s e e m s  h a r d l y  c o n s i s t e n t  w i t h  
S t a t e  b u d g e t i n g  p r o c e d u r e s  a n d  w o u l d  a t  b e s t  b e  a n  u n c e r t a i n  
a m o u n t  d e p e n d i n g  o n  l a p s e d  a p p r o p r i a t i o n s  a t  t h e  e n d  o f  t h e  
l a s t  f i s c a l  y e a r .

A S  4 5 . 9 6 . 1 3 0 .  D F 5 T  S E R V I C E  R E S E R V E  A C C O U N T : T h i s  
s e c t i o n  m a n d a t e s  that t h e  f u n d  c a p i t a l i z e  in e a c h  b o n d  
i s s u e  t h e  m a x i m u m  p e r m i t t e d  r e s e r v e  fund, c u r r e n t l y  a p p r o x i ­
m a t e l y  1 5 5  o f  the total b o n d  i s s u e  u n d e r  I R S  r e g u l a t i o n s ,  t o  
s e c u r e  p a y m e n t  o f  t h e  o b l i g a t i o n s  b e i n g  i s s u e d .  T h i s  s e c t i o n  
i s  r e p r e s e n t a t i v e  o f  a s t a t u t o r y  m a n d a t e  i n  c o n n e c t i o n  w i t h
t h e  c o n f i g u r a t i o n  o f  a f i n a n c i n g  w h i c h  s h o u l d  b e  l e f t  to
d e t e r m i n a t i o n  a t  t h e  t i m e  o f  f i n a n c i n g  w i t h i n  l e g i s l a t i v e  
l i m i t a t i o n s .

A S  4 5 . 9 6 . 1 4 0 .  C A P I T A L  R E S E R V E  A C C O U N T ;  A S  4 5 . -  
9 6 . 1 5 0 .  L O S S  R E S E R V E  A C C O U N T ;  A S  4 5 . 9 6 . 1 6 0 .  F I R E  I N S U R A N C E  
A N D  L I A B I L I T Y  R E S E R V E  A C C O U N T .  T h e  c a p i t a l  r e s e r v e  a c c o u n t  
i s  c r e a t e d” t the- t i m e  of e a c h  i s s u e  of o b l i g a t i o n s  i n  a n  
a m o u n t  e q u a l  t o  55 o f  t h e  o b l i g a t i o n s  i s s u e d .  T h e  a m o u n t  i s  *
'paid i n t o  t h e  c a p i t a l  r e s e r v e  a c c o u n t  f r o m  t h e  u n a l l o c a t e d  .
r e s e r v e  a c c o u n t .  T h e  55 p a i d  i n  r e s e r v e  w h i c h  is estcib-.
l i s b e d  h e r e  is an o b v i o u s  a s s u m p t i o n  b y  s o m e o n e  t h a t  t h i s  
a m o u n t  w o u l d  b e  s u f f i c i e n t  to c a u s e  b o n d s  o f  t h e  f u n d  to b e  
m a r k e t a b l e .  T h e  s a m e  55 r e s e r v e  is a l l o c a t e d  f r o m  t h e  
u n a l l o c a t e d  r e s e r v e  a c c o u n t  to t h e  l o s s  r e s e r v e  a c c o u n t  
e s t a b l i s h e d  u n d e r  A S  4 5 . 9 6 . 1 5 0 .  I w o u l d  q u e s t i o n  w h a t  
l o a n  l o s s  o r  b o n d  r e s e r v e  e x p e r i e n c e  g i v e s  ri5ie to t h e  
l e g i s l a t i v e  s u g g e s t i o n  o f  t h e  55 l o s s  r e s e r v e  a c c o u n t .



M e m o r a n d u m  
F e b r u a r y  6, 1 9 7 8  
P a g e  F o u r

T h e  C o m m i s s i o n e r  o f  R e v e n u e  is r e q u i r e d  to r e p l e n i s h  the 
l o s s  r e s e r v e  f r o m  t h e  IS s p r e a d  b e t w e e n  the r a t e  o f  i n t e r e s t  
p a i d  b y  t h e  b o r r o w e r  a n d  t h e  l e n d i n g  rate. S u c h  a s p r e a d  , 
e x c e p t  in t h e  c a s e  o f  c e r t a i n  s p e c i f i e d  " g o v e r n m e n t a l  
p r o g r a m s "  w o u l d  v i o l a t e  the' I n t e r n a l  R e v e n u e  C o d e  a n d  
R e g u l a t i o n s .

A S  4 5 . 9 6 . 1 6 0 .  T h e  f i r e  i n s u r a n c e  a n d  l i a b i l i t y  . 
r e s e r v e  a c c o u n t  s i m p l y  p r o v i d e s  t h a t  the f u n d  m a y  i n s u r e  
l o a n s  w i t h o u t  r e q u i r i n g  p r o o f  o f  i n s u r a n c e  a g a i n s t  f i r e  a n d  
l i a b i l i t y  if a n  a d d i t i o n a l  c h a r g e  of 6/10 o f  o n e  p e r c e n t  p e r  
y e a r  is. m a d e .  I d o  n o t  see w h e r e  a n y  a m o u n t  is a l l o c a t e d  
t o  t h i s  a c c o u n t ,  d e s p i t e  t h e  l a n g u a g e  in S e c t i o n  1 2 0 ( a ) .

A S  4 5 . 9 6 . 1 7 0 .  I N V E S T M E N T OF R E S E R V E  A C C O U N T S :
T h i s  s e c t i o n  p r o v i d e s  for* i n v e s t m e n t  of t h e  r e s e r v e  a c c o u n t s  
b y  t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  T r e a s u r y  in certi’.in 
s t a t e d  s e c u r i t i e s  a n d  p e r m i t s  i n v e s t m e n t  o f  t h e  g e n e r a l  f u n d  
c o n t r i b u t i o n  a c c o u n t  in o b l i g a t i o n s  of t h e  L o a n  P r o g r a m s  
F u n d .

A S  4 5 . 9 6 . 1 9 0 .  B U D G E T ;  A S  4 5 . 9 6  .200. A C C O U N T I N G . 
T h e s e  s e c t i o n s  p r o v i d e  f o r  a n  o p e r a t i n g  b u d g e t  f r o m  t h e  
G e n e r a l  F u n d  a n d  a c c o u n t i n g  f o r  the fund- b y  t h e  D e p a r t m e n t  
o f  A d m i n i s t r a t i o n  w i t h  r e p o r t i n g  f r o m  the L e g i s l a t i v e  B u d g e t  
a n d  /iudit C o m m i t t e e  to t h e  l e g i s l a t u r e  q u a r t e r l y .

A S  4 5 . 9 6 . 2 1 0 .  L O A N  P R O C E D U R E S : T h i s  s e c t i o n
s t a t e s  t h a t  t h e  D i v i s i o n  of A l a s k a  L o a n  P r o g r a m s  m u s t  e s t a b ­
l i s h  o f f i c e s  in J u n e a u ,  F a i r b a n k s  a n d  A n c h o r a g e ,  a n d  p r o v i d e s  
f o r  l o a n  a p p r o v a l  o f  l o a n s  u n d e r  $ 3 5 0 , 0 0 0  b y  t h e  D i s t r i c t  
D i r e c t o r  w i t h  a c o m m i t t e e  o f  tv/o l o a n  o f f i c e r s ,  w h i l e  l o a n s  
o v e r  $ 3 5 0 , 0 0 0  m u s t  b e  a p p r o v e d  b y  a. S t a t e - l e v e l  c o m m i t t e e .

A S  4 5 . 9 6 . 2 2 0 .  A L A S K A  L O A N  P R O G R A M S  E V A L U A T I O N  
C O M M I T T E E ; A S  4 5 . 9 G . 230. RKNEi/ABLK R E S O U R C E S  L O A N S 
E VAI.iUAT.iON C O M M I T T E E : T h e s e  s e c t i o n s  s e t  u p  c o m m i t t e e s
c h a r g e d  w i t h  t h e  r e s p o n s i b i l i t y  for e v a l u a t i n g  l o a n s  d e l i n ­
q u e n t  f o r  a p e r i o d  i n  e x c e s s  o f  30 d a y s  w i t h  a v i e w  t o w a r d  
r e n e g o t i a t i n g  t h e  l o a n s  w i t h  a l t e r n a t i v e  t e r m s  a n d  c o n d i ­
t i o n s  w h e r e  p o s s i b l e ,  w h i l e  a t  t h e  same t i m e  p r o t e c t i n g  t h e  
interests, o f  t h e  S t a t e .  T h e  D i r e c t o r  o f  the D i v i s i o n  o f  
C o l l e c t i o n s  in the D e p a r t m e n t  o f  R e v e n u e  a n d  t h e  D i r e c t o r  o i 
t h e  A l a s k a  L o a n  P r o g r a m s  D i v i s i o n  sit o n  b o t h  c o m m i t t e e s ;
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D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  s i t s  o n  t h e  
R e n e w a b l e  R e s o u r c e s  L o a n s  E v a l u a t i o n  C o m m i t t e e .  N e i t h e r  
s e c t i o n  s e t s  u p  a n y  g u i d e l i n e s  o r  c r i t e r i a  for r e n e g o t i a t i n g  
l o a n s  u n d e r  t h e  r e s p e c t i v e  s e c t i o n s .

A S  4 5 . 9 6 . 2 4 0 .  C O L L E C T I O N S ;  D I V I S I O N  O F  C O L L E C T I O N ;  
T h i s  s e c t i o n  s e t s  u p  a d i v i s i o n  w i t h i n  the D e p a r t m e n t  of 
R e v e n u e  to b e  h e a d e d  b y  a c l a s s i f i e d  e m p l o y e e ,  r a n g e  27.
F o r  w h a t e v e r  r e a s o n ,  it i s  p r o v i d e d  t h a t  t h e  D i r e c t o r  b e  a n  
a t t o r n e y  l i c e n s e d  to preictice in A l a s k a  w i t h  a t  l e a s t  f o u r  
y e a r s  o f  p r a c t i c e  in " b u s i n e s s  lav/ a n d  b u s i n e s s  p r a c t i c e s " .  
U p o n  a f i n d i n g  t h a t  a d e l i n q u e n t  l o a n  s h o u l d  n o t  b e  re-' 
n e g o t i a t e d ,  a n d  t h e  l o a n  i s  n o t  b r o u g h t  c u r r e n t  w i t h i n  30 
d a y s ,  t h e  l o a n  is t r a n s f e r r e d  t o  the l o s s  r e s e r v e  a c c o u n t  
a n d  t r a n s m i t t e d  to t h e  D i v i s i o n  o f  C o l l e c t i o n s  f o r  c o l l e c­
tion.

A S  4 5 . 9 6 . 2 5 0 .  L O A N  P U R P O S E S : T h i s  s e c t i o n  c o n­
ta i n s  t h e  g e n e r a l  s t a t e m e n t  t h a t  the f u n d  m a y  m a k e  l o a n s  f o r  
r e s i d e n t i a l  h o u s i n g ,  c o m m e r c i a l  p u r p o s e s ,  p u b l i c  p u r p o s e s  
a n d  e d u c a t i o n .

A S  4 5 . 9 6 . 2 6 0 .  R E S I DENT I A L  H O D S I M G : T h i s  s e c t i o n  • 
s e e m s  t o  b e  a n  e x t r a p o l a t i o n  o f  t h e  p r i m a r y  p u r p o s e s  o f  t h e  
Alask7i H o u s i n g  F i n a n c e  C o r p o r a t i o n  w i t h  s p e c i a l  p e r m i s s i o n -  
to s e l l  l o a n s  to the T e a c h e r s  R e t i r e m e n t  F u n d  o r  P u b l i c  
E m p l o y e e s  R e t i r e m e n t  F u n d  if t h e  b o r r o w e r  is a t e a c h e r  o r  
p u b l i c  e m p l o y e e .

A S  4 5 . 9 6 . 2 7 0 .  C O M M E R C I A L  L O A N S :  T h i s  s e c t i o n
p r o v i d e s  f o r  a w i d e  v a r i e t y  o f  c o m m e r c i a l  o r  o t h e r  p u b l i c  
p u r p o s e  l o a n s  o f  o n e  t y p e  o r  a n o t h e r .  S p e c i f i c a l l y  m e n t i o n e d  
a r e  f a r m e r s ,  c o m m e r c i a l  f i s h e r m e n ,  l o c a l  d e v e l o p m e n t  c o m ­
p a n i e s ,  c h i l d  c a r e  f a c i l i t i e s ,  l o g g e r s ,  etc. O n e  p r o v i s i o n  
in s u b s e c t i o n  (2) r e q u i r e s  a c o m m e r c i a l  f i s h e r m a n  t o  h a v e  
h a d  a c o m m e r c i a l  f i s h i n g  l i c e n s e  f o r  t h r e e  y e a r s  in o r d e r  to 
o b t a i n  a l o a n  f o r  t h e  u p g r a d i n g  o f  h i s  e q u i p m e n t .  A l s o  
w o r t h y  o f  p a r t i c u l a r  a t t e n t i o n  is s u b s e c t i o n  (C) w h i c h ,  
a l o n g  w i t h  s u b s e c t i o n  (9) o n  s m a l l  b u s i n e s s e s ,  a r c  b r o a d
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e n o u g h  to fit in v i r t u a l l y  a n y  a c t i v i t y .  F i n a l l y ,  u n d e r  
s u b s e c t i o n  (8) y o u  m a y  n o t e  t h a t  l o a n s  a r e  a v a i l a b l e  to 
invostor-ev.-ned p u b l i c  u t i l i t i e s  f o r  h y d r o e l e c t r i c  g e n e r a t i o n  
a n d  f o r  w a t e r  u t i l i t i e s .  It is u n c l e a r  a s  to w h e t h e r  a n  
i n v e s t o r - o w n e d  e l e c t r i c  u t i l i t y  g e n e r a t i n g  p o w e r  b y  o i l ,  
n a t u r a l  g a s  o r  c o a l  w o u l d  b e  e l i g i b l e  for a l o a n  o f  t h i s  
t y p e ,  a n d  it is u n c l e a r  w h e t h e r  a s e w e r  u t i l i t y  if i n v e s t o r -  
o w n e d  w o u l d  b e  e l i g i b l e  f o r  a n  A l a s k a  L o a n  P r o g r a m s  F u n d  
loan. (Rut the a n s w e r  is p r o b a b l y  no.) N o t e  t h a t  t h e  
d e f i n i t i o n s  in A S  4 2 . 0 5 . 7 0 1  (2) (A) a n d  (C) i n c l u d e  a l l  
e l e c t r i c  u t i l i t i e s  a n d  a l s o  i n c l u d e  s e w e r  u t i l i t i e s .  7 Q s o  
n o t e w o r t h y  is the  d e l i b e r a t e  o m i s s i o n  of i n v e s t o r - o w n e d  
n a t u r a l  g a s  d i s t r i b u t i o n  u t i l i t i e s  a n d  t e l e p h o n e  u t i l i t i e s  
f r o m  t h i s  s u b s e c t i o n .

A S  4 5 . 9  G .280 . C E R T I F I C A T E  OF N E E D  F O R  C H I L D  
C A R E  F A C I L I T I E S ; A S  4 5 . 9 6 . 2 9 0 .  VOLUNTARY ASSESSMENT ON 
S A L E  O F SALMON. T h e s e  s e c t i o n s  p r o v i d e  r e s p e c t i v e l y  f o r  
c e r t i f i c a t e s  o f  n e e d  f o r  c h i l d  c a r e  f a c i l i t i e s  a n d  . a s s e s s­
m e n t  o f  m e m b e r s  of a n  a s s o c i a t i o n  o f  l i c e n s e d  f i s h e r m e n  
to b e  b e n e f i t e d  b y  h a t c h e r y  p r o g r a m * ; . T h e s e  s e c t i o n s  exre 
i n t e r r e l a t e d  w i t h  the l o a n  p e r m i s s i o n s  p r o v i d e d  u n d e r  
A S  4 5 . 9 6 . 2 7 0 .  " '

A S  4 5 . 9 6 . 3 0 0 .  P U B L I C  P U R POSES: T h i s  s e c t i o n  is
a p p a r e n t l y  d e s i g n e d  to r e p l a c e  the A l a s k a  M u n i c i p a l  B o n d  
B a n k  A u t h o r i t y .  T h i s  s e c t i o n  p r o v i d e s  t h a t  th 2 D i r e c t o r  o f  
t h e  D i v i s i o n  o f  A l a s k a  L o a n  P r o g r a m s  s h a l l  l e n d  m o n e y  to 
m u n i c i p a l i t i e s  w i t h  p o p u l a t i o n s  o f  l e s s  -than 5 , 0 0 0  a n d  to 
c o r p o r a t i o n s  e l i g i b l e  u n d e r  .subparagraph (d) o f  t h i s  s e c t i o n .  
T h e s e  a r e  n o n - p r o f i t  c o r p o r a t i o n s  e i t h e r  d e s i g n a t e d  a s  t a x  
e x e m p t  u n d e r  503 ( c ) (3) a n d  (4) o f  the I n t e r n a l  R e v e n u e  C o d e  
o r  a p u b l i c  c o r p o r a t i o n  o r  o t h e r  m u n i c i p a l  i n s t r u m e n t a l i t y  
c r e a t e d  u n d e r  A S  2 9 . 5 9 . 0 1 0 .  T h i s  s e c t i o n  p r o v i d e s  t h a t  * 
l o a n s  to m u n i c i p a l i t i e s  s h o u l d  b e  m a d e  t h r o u g h  t h e  purclir.se 
b y  t h e  f u n d  o f  m u n i c i p a l  b o n d s  a n d  that  l o a n s  to n o n - p r o f i t  
c o r p o r a t i o n s  s h a l l  be m a d e  t h r o u g h  r e v e n u e  b o n d s  i s s u e d  o n  
b e h a l f  o f  the c o r p o r a t i o n  b y  the m u n i c i p a l i t y  i n  whir , t h e  
p r o j e c t  • s c o n s t r u c t e d . I b e l i e v e  there is a r e v e r s a l  in 
t e r m s  h e r e  a n d  t h a t  it is i n t e n d e d  t h a t  t h e  r e v e n u e  b o n d s  
be i s s u e d  o n  b e h a l f  of the m u n i c i p a l i t y  b y t h e c o r p o r a t i o n. 
U n d e r  t h i s  s e c t i o n ,  l o a n s  r.o m u r r i c r p a l i t r e s  of 5 , 0 0 0  o r  
3-css p o p u l a t i o n  c o u l d  b e  m a d e  if c e r t i f i e d  to t h e i r  l e g a l i t y
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by the b o r o u g h  o r  c i t y  a t t o r n e y  o r  if m a d e  o u t s i d e  t h e  
m u n i c i p a l i t y  b y  the D e p a r t m e n t  o f  Lav; a n d  t h a t  the l o a n s  b e  
p a y a b l e  w i t h i n  30 y e a r s  o n  a n  e v e n  a n n u a l  d e b t  s e r v i c e  
b asis. T h i s  s e c t i o n  f u r t h e r .p r o v i d e s  that t h e  D i r e c t o r  o f  
t h e  D i v i s i o n  o f  A l a s k a  L o a n  P r o g r a m s  s u b m i t  a b i d  for a l l  
g e n e r a l  o b l i g a t i o n  b o n d s  o f f e r e d  o n  a c o m p e t i t i v e  b a s i s  b y  
a n y  m u n i c i p a l i t y  if t h e  m u n i c i p a l i t y  p r o v i d e s  its b i d  f o r m  
t o  t h e  D i r e c t o r  a t  l e a s t  10 d a y s  b e f o r e  o p e n i n g  a bid. T h i s  
s e c t i o n  g o e s  o n  t o  p r o v i d e  t h a t  t h e  b i d  b e - d e t e r m i n e d  o n  
t h e  b a s i s  o f  t h e  D a i l y  B o n d  B u y e r  2 0 - b o n d  a v e r a g e  w i t h  
p r o v i s i o n s  f o r  v a r i o u s  m a t u r i t i e s  a b o v e  or b e l o w  the a v e r a g e  
d e p e n d i n g  o n  the r a t i n g  o f  b o n d s .  B i d s  f o r  r e v e n u e  b o n d s  
u n d e r  s u b s e c t i o n  (c) i s s u e d  on b e h a l f  o f  a n o n - p r o f i t  c o r ­
p o r a t i o n  a r c  a l s o  r e q u i r e d  to b e  s u b m i t t e d  b y  t h e  D i r e c t o r  
o f  t h e  D i v i s i o n  o f  Alciska L o a n  P r o g r a m s  a g a i n  o n  a b i d  b a s i s  
d e t e r m i n e d  o n  t h e  D a i l y  B o n d  B u y e r  a v e r a g e .  T h i s  s e c t i o n  is 
o b j e c t i o n a b l e  in ■’ts d e s i g n  to i n t e r n a l i z e  b o r r o w i n g  b y  
m u n i c i p a l i t i e s  i n s t e a d  o f  e n c o u r a g i n g  b o r r o w i n g  o n  the 
o r d i n a r y  t a r  e x e m p t  m a r k e t  e m d  b e c a u s e  t h e r e  i s  n o  a p p a r e n t  
r a t i o n a l e  f o r  t h e  b i d  s c h e m e  s e t  f o r t h  in t h e  s t a t u t e  
p a r t i c u l a r l y  f or r e v e n u e  b o n d s .  R e v e n u e  b o n d s  v a r y  s u b­
s t a n t i a l l y  i n  q u a l i t y  ciccording to t h e  p r o j e c t  b e i n g  f i­
n a n c e d  a n d  n o  g e n e r a l l y  a p p l i c a b l e  b i d  s c h e m e  cn.n b e  
a r b i t r a r i l y  s e t  a s  is a t t e m p t e d  in t h i s  s e c t i o n .

A S  4 5 . 9 G . 310 . D E F A U L T  O N  M U N I C I P A L  B O N D S  : Ti l.i s 
s e c t i o n  p r o v i d e s  f o r  <i d e f a u l t  p r o v i s i o n  f o r  p a y m e n t  of 
S t a t e  m o n i e s  o w i n g  t o •m u n i c i p a l i t i e s  d i r e c t l y  to the f u n d  
s i m i l a r  to t h a t  c o n t a i n e d  in t h e  e x i s t i n g  A l a s k a  M u n i c i p a l  
B o n d  B a n k  A u t h o r i t y  A c t .

A S  4 5 . 9 6 . 3 2 0 .  M U N I C I P A L  B O N D  C A P I T A L  PL:SERVE 
ACCOUNT: T h i s  s e c t i o n  s e t s  u p  a r e s e r v e  f r o m  the u n a l l o­
ca t e d  r e s e r v e  a c c o u n t  e q u a l  to f i v e  p e r c e n t  o f  t h e  o b l i g a ­
t i o n s  i s s u e d  a n d  s o l d  a f t e r  J u l y  1, 1 978. A ^ a i n ,  t h e r e  is 
n o  r a t i o n a l e  f o r  the f i x i n g  o f  t h e  p e r c e n t a g e  n e c e s s a r y  t o  
s e c u r e  the bonds, or a n y  f l e x i b i l i t y  in e s t a b l i s h i n g  a 
d i f f e r e n t  o r  o t h e r  p e r c e n t a g e  d e p e n d i n g  o n  b o n d  m a r k e t  
c o n d i t i o n s .

A S  4 5 . 9 6 . 3 3 0 .  I N D U S T R I A L  D E V IN,OP-■■KMT B ONDS:
U n d e r  t h i s  s e c t i o n  t h e  f u n d  is to m a k e  l o a n s  t o  b u s i n e s s e s  
c o n d u c t i n g  e x e m p t  activi.ti.es u n d e r  S e c t i o n  3 0 3 ( b ) ( 4 )  a n d  (5) 
o f  the I n t e r n a l  R e v e n u e  C o d e  c i t h e r  d i r e c t l y  o r  t h r o u g h  
p u r c h a s e  by the f u n d  o f  the i n d u s t r i a l  d e v e l o p m e n t  b o n d s
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i s s u e d  b y  t h e  S t a t e  B o n d  C o m m i t t e e , this s e c t i o n  is a p p a r­
e n t l y  i n t e n d e d  to r e p l a c e  the /ilaska I n d u s t r i a l  D e v e l o p m e n t  
A u t h o r i t y .

A S  4 5 . 9 6 . 3 5 0 .  E D U C A T I O N : T h i s  s e c t i o n  e f f e c t i v e l y
r e p l a c e s  the p r e s e n t  A l a s k a  S c h o l a r s h i p  L o a n  P r o g r a m ,  l e a v i n g  
t h a t  p r o g r a m  w i t h  o n l y  a g r a n t  f u n c tion. C u r i o u s l y ,  it a d d s  
t h e  f i v e - y e a r  r e s i d e n c y  r e q u i r e m e n t  of S e c t i o n  370 a s  a 
c r i t e r i a  f o r  g r a n t  o f  a s t u d e n t  loan , m e a n i n g  a n  A l a s k a  h i g h  
s c h o o l  g r a d u a t e  w o u l d  n e c e s s a r i l y  h a v e  to h a v e  b e e n  a S t a t e  
r e s i d e n t  s i n c e  e n t e r i n g  t h e  e i g h t h  grade.. T h e  f o r m e r  
s t a t u t e  s i m p l y  r e q u i r e d  r e s i d e n c y .  E v e n  m o r e  c u r i o u s  is t h e  
f<;ct t h a t  s u b s e c t i o n  (f) a l l o w s  a f o r t y  p e r c e n t  f o r g i v e n e s s  
if r e p a y m e n t  o f  the i n i t i a l  s i x t y  p e r c e n t  i s  m a d e  w i t h  n o  
d e l i n q u e n c y .  T h e  f o r m e r  p r o g r a m  r e q u i r e d  f i v e  y e a r s  r e s i ­
d e n c y  u p o n  c o m p l e t i o n  o f  t h e  c o u r s e  of s t u d y  in o r d e r  to be 
e l i g i b l e  f o r  t h e  m a x i m u m  f o r t y  p e r c e n t  f o r g i v e n e s s  - t h i s  
p r o g r a m  r e q u i r e s  nc r e s i d e n c y  f o r  f o r g i v e n e s s  p u r p o s e s .

4 5 . 9 6 . 3 6 0 .  T O U R I S M , H I S T O R I C A L  A N D  O P E N  
S P A C E  L O A N S : 'This s e c t i o n  p r o v i d e s ,  in a d d i t i o n  to S e c t i o n
2 7 0-, .loans to b u s i n e s s e s  i n v o l v e d  i n  the t o u r i s t  i n d u s t r y .
It a l s o  p r o v i d e s  l o a n s  u n d e r  c e r t a i n  c o n d i t i o n s  f o r  h i s t o r i c a l  
s t r u c t u r e s ,  b u t  f a i l s  to m e n t i o n  o p e n  s p a c e  l o a n s  s p e c i f i c a l l y .

A S  4 5 . 9 6 . 3 7 0 .  E L I G I B I L I T Y :  T h i s  s e c t i o n  b e a r s
c a r e f u l  r e a d i n g  a s  it p r o p o s e s  a f i v e - y e a r  r e s i d e n c y  r e q u i r e ­
m e n t  in o r d e r  to b e  e l i g i b l e  to a p p l y  f o r  a l oa n. In a d d i t i o n ,  
o n e  m u s t  be 18 y e a r s  of a g e ,  a p p a r e n t l y  e l i m i n a t i n g  e v e n  
a p p l i c a t i o n s  f r o m  17 y e a r  o l d  s t u d e n t s .  ' A  c o r p o r a t i o n  m u s t  
h a v e  60 p e r c e n t  o f  its s h a r e h o l d e r s  w i t h  f i v e - y e a r  A l a s k a  
r e s i d e n c y  a n d  m u s t  h a v e  a b o a r d  o f  d i r e c t o r s  a n d  c h i e f  
e x e c u t i v e  o f f i c e r  e a c h  o f  w h o m  h a v e  b e e n  r e s i d e n t s  o f  t h e  
S t a t e  f o r  a t  l e a s t  f i v e  y e a r s .  S h o u l d  a n y  o f  t h e s e  c r i t e r i a  
a s  to a c o r p o r a t i o n  f a i l  (e.g., b o a r d  of d i r e c t o r  m e m b e r  •- 
m o v e s  o u t s i d e  the S t a t e  w h i l e  h e  c o n t i n u e s  to s e r v e ) the'
J o a n  b e c o m e s  i m m e d i a t e l y  d u e  a n d  p a y a b l e .  In a d d i t i o n ,  the 
c h i e f  e x e c u t i v e  o f f i c e r  a n d  b o a r d  o f  d i r e c t o r  m e m b e r s  m u s t  
a s s u m e  f u l l  i n d i v i d u a l  l i a b i l i t y  f o r  r e p a y m e n t  o f  a n y  l o a n s  
to the c o r p o r a t i o n .  T h i s  s e c t i o n  w o u l d  a p p e a r  to b e  e x t r e m e l y  
o n e r o u s ,  and m a y  v e r y  w e l l  b e  u n c o n s t i t u t i o n a l  a s  in dcrogcition 
o f  t h e  r i g h t  to t r a v e l ,  et c.

A S  4 5 . 9 6 . 3 8 0 .  M A X I M U M  L O A N  A M O U N T S : T h i s  s e c t i o n
s e t s  u p  v a r i o u s  l o a n  l i m i t s  i n c l u d i n g  t h o s e  f o r  r e s i d e n t i a l
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h o u s i n g  a n d  u n d e r  s u b s e c t i o n  (b) f o r  c o m m e r c i a l  l o a n s  w h i c h  
m a y  b e  i n c r e a s e d  u n d e r  s u b s e c t i o n  (c) by b r i n g i n g  m o r e  
e l i g i b l e  individueils i n t o  the p r o j e c t .  P e r h a p s  w o r t h y  o f  
p a r t i c u l a r  n o t e  is s u b s e c t i o n  (e) w h i c h  p r o v i d e s  t h a t  n o  
m o r e  t h a n  t h r e e  l o a n s  m a y  b e  m a d e  to any p e r s o n  o r  to a n v  
o f  h i s  " a s s o c i a t e s " .  U n d e r  t h i s  s u b s e c t i o n  it w o u l d  a p p e a r  
t h a t  the p a r t n e r s  in a f i r m  w o u l d  b e  l i m i t e d  to t h r e e  l o a n s  ' 
b e t w e e n  them, w h i l e  e a c h  o f  t h e i r  e m p l o y e e s  m i g h t  h a v e  a n  
a d d i t i o n a l  t h r e e  l o a n s  e a c h .  T h e  s e c t i o n  a l s o  p r o v i d e s  f o r  
m  a u t o m a t i c  e s c a l a t i o n  in l o a n  l i m i t s  in r e s p o n s e  to i n ­
creases i n  t h e  c o n s u m e r  p r i c e  i n d e x  for A n c h o r a g e .

A S  4 5 . 9 6 . 3 9 0 .  A R E A  C O S T  D I F F E R E N T I A L . H e r e  a 
f o r m u l a  b a s e d  u p o n  b o t h  t h e  c o s t  o f  l i v i n g  a n d  t h e  c o s t  of 
c o n s t r u c t i o n  as d e t e r m i n e d  a n n u a l l y  b y  t he D e p a r t m e n t  o f  
T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  is u s e d  to i n c r e a s e  t h e  
S e c t i o n  380 l i m i t s ,  w h i c h  it t u r n s  o u t  are i n t e n d e d  f o r  t h e  
l o w e s t  c o s t  a r e a s  in t h e  S t a t e .

A S  4 5 . 9 6 . 4 0 0 .  A D D I T I O N A L  L OAN L I M I T A T I O N S : T h i s
s e c t i o n  p r o v i d e s  f o r  the l i m i t s  p r e v i o u s l y  e s t a b l i s h e d ,  t o  b e  
d e c r e a s e d  as m u c h  a s  5 0 5  f o r  t h o s e  w i t h  l e s s  t h a n  f i v e  y e a r s  
e x p e r i e n c e  in t h e  a c t i v i t y  f o r  w h i c h  the l o a n  i s  m a d e .
T h e r e  a p p e a r  to b e  no e x c e p t i o n s .  C l e a r l y ,  t h i s  w o u l d  b e  
d i f f i c u l t  to a d m i n i s t e r  a n d  t h e  c r i t e r i a ,  o f  c o u r s e ,  m a y  n o t  
b e a r  a r a t i o n a l  r e l a t i o n s h i p  to p r o b a b l e  s u c c e s s  i n  a p a r t i -  
c u l a r  b u s i n e s s .

A S  4 5 . 9 6 . 4 1 0 .  V A L U E  L I M I T A T I O N : In t h i s  s e c t i o n
t h e  l o a n s  a r e  f u r t h e r  l i m i t e d  to 9 02 of the a p p r a i s e d  v a l u e  
o f  r e a l  p r o p e r t y  p l e d g e d  as s e c u r i t y  f or t h e  l o a n .  H o w e v e r , 
if t h e  l o a n  i s  f o r  r e s i d e n t i a l  h o u s i n g  a n d  is m a d e  in a n  
ctroa w h e r e  FIIA m o r t g a g e  i n s u r a n c e  is not a v a i l a b l e , t h e  l o a n  
m a y  b e  f o r  955 o f  t h e  a p p r a i s e d  v a l u e .  P r e s u m a b l y ,  in a r e a s  
w h e r e  FIIA m o r t g a g e  i n s u r a n c e 1, i s  a v a i l a b l e  t h e  l i m i t  r e v e r t s  
t o  905. W h e n  e q u i p m e n t  is p l e d g e d  as s e c u r i t y  t h e  l i m i t  is 
805 o f - l o a n  t o  v a l u e .

A S  4 5 . 9 6 . 4 2 0  . M A X I M U M  T E R M S  O F  I.OAMS: L o a n  t e r m s
a r e  l i m i t e d  to t h e  u s e f u l * l i f e  o f  the p r o p e r t y .  S p e c i f i c  
l i m i t a t i o n s  a r e  act a t  30 years; o n  a 3 o a n  s e c u r e d  b y  r e a l  
p r o p e r t y ,  15 y e a r s  o r  t h e  l i f e  of t h e  e q u i p m e n t  o.n a l o a n  
s e c u r e d  by e q u i p m e n t  u s e d  f o r  p r o d u c t i o n  o f  i n c o m e  a n d  7
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ye.ars o r  the l i f e  o f  the c h a t t e l  o n  a l o a n  s e c u r e d  b y  o t h e r  
c h a t t e l s .  W o r k i n g  c a p i t a l  l o a n s  a r e  f o r  o n e  year.

A S  4 5 . 9 6 . 4 3 0 .  R A T E  O F  I N T E R E S T : F o r  b o r r o w e r s
o t h e r  t h a n  m u n i c i p a l i t i e s  t h e ' i n t e r e s t  r a t e  is s e t  a t  o n e  
p e r c e n t  o v e r  the a n t i c i p a t e d  c o s t  to. the f u n d  p l u s  the 
a m o u n t  r e q u i r e d  f o r  n e c e s s a r y  i n s u r a n c e :  In t h e  c a s e  o f
l o a n s  t o  v e t e r a n s  o r  locins f o r  a g r i c u l t u r a l  p u r p o s e s ,  t h e  
r a t e  o f  i n t e r e s t  is r e d u c e d  b y  o n e  p e r c e n t  w i t h  the d i f f e r -  • 
o n c e  m a d e  u p  b y  t h e  v e t e r a n s  o r  a g r i c u l t u r a l  r e v o l v i n g  l o a n  
f u n d s .  E x c e p t  f o r  c e r t a i n  s p e c i f i c  " g o v e r n m e n t a l  p r o g r a m s "  
t h e  I n t e r n a l  R e v e n u e  C o d e  a n d  R e g u l a t i o n s  p r o h i b i t  a n y  s p r e a d  
b e t w e e n  borrov:ing a n d  t a x  e x e m p t  l e n d i n g  r a t e s .

A S  4 5 . 9 6 . 4 4 0  . E L I G I B I L I T Y  F O R  V E T E R A N S  1 I N C E N T I V E : 
T h i s  s e c t i o n  s e t s  o u t  t h e  c r i t e r i a  f o r  the s p e c i a l  i n t e r e s t ,  
r a t e s  a l l o w e d  v e t e r a n s  u n d e r  43 0 (b) a n d  appecirs to b e  
s i m i l a r  t o  t h o s e  f o u n d  i n  .AS 2 6 . 1 5 ,  the A l a s k a  W o r l d  .
W a r  IX V e t e r a n s '  A c t .

A S  4 5 . 9 6 . 4 5 0 .  E M P L O Y M E N T  P R A C T I C E S : T h  .is sec t ion
p r o v i d e s  t h a t  in t h e  c a s e  of a n y  c o n t r a c t s  l e t  b y  a r e c i p i e n t  
o f  a l o a n  f r o m  t h e  fund, t h a t  t h e  e m p l o y e e s  o n  t h o s e  c o n t r a c t s  
b e  9 5 fo r e s i d e n t s  w h e r e  t h e y  a r e  a v a i l a b l e  a n d  q u a l i f i e d .
W h i l e  n o t  a d u r a t i o n a l  r e s i d e n c y  r e q u i r e m e n t  a s  w e  f o u n d  in 
S e c t i o n  370, t h i s  p r o v i s i o n  m a y  b e  s u b j e c t  to c h a l l e n g e .
S e e  t h e  c o m m e n t s  u n d e r  S e c t i o n  3 7 0 .

A S  4 5 . 9 6 . 4 6 0 .  C O O P E R A T I O N  W I T H  O T H E R  A G E N C I ES:
T h i s  r e q u i r e s  t h a t  o t h e r  S t a t e  a g e n c i e s  p r o v i d e  i n f o r m a t i o n ,  .
s e r v i c e s  a n d  f a c i l i t i e s  to t h e  f u n d  o n  r e q u e s t .  P r e s u m a b l y ,  
t h e  r e q u i r e m e n t  h e r e  is l i m i t e d  t o  n o n - c o n f i d e n t i a l  d a t a .

A S  4 5 . 9 6 . 4 7 0 .  B A N K  P A R T I C I P A T I O N : P r o v i s i o n  is
m a d e  h e r e  f o r  p a r t i c i p a t i o n  in a l o a n  w i t h  a f i n a n c i a l  
i n s t i t u t i o n ,  arid f o r  the f i n a n c i a l  i n s t i t u t i o n  to a c t  a s  a n  
a g e n t  f o r  t he l o a n  p r o g r a m  in t h e  i n i t i a l  p r o c e s s i n g  o f  
a p p l i c a t i o n s .  S u b s e c t i o n  ( c ) , h o w e v e r ,  a p p e a r s  to a l l o w  the 
p a r t i c i p a t i n g  f i n a n c i a l  i n s t i t u  .ion to f i x  the i n t e r e s t  
c h a r g e d  b y  it u p  t o  the l e g a l  l i m i t  p r e s c r i b e d  b y  law. I t  
is u n c l e a r  to u s  p r e c i s e l y  how' t h i s  w o u l d  o p e r a t e .

A S  4 5 . 9 6 . 4 8 0 .  A S S U R A N C E  R E Q U I R E D :  T h e  p r o h i b i­
t i o n  s e t  o u t  in t h i s  s e c t i o n  fs t h a t  n o  p e r s o n  w h o  p r o v i d e s  
s e r v i c e s  to t h e  b o r r o w e r  in t h e  p r e l i m i n a r y  p h a s e s  o f  a
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p r o j e c t  m a y  p a r t i c i p a t e  in t h e  i m p l e m e n t a t i o n  s t a g e  of t h e  
p r o j e c t .  W h i l e  the p o l i c y  b e h i n d  t h i s  is a g a i n  u n c l e a r  t o  
us, i t  .would a p p e a r  to p r e v e n t  a c o n s u l t i n g  e n g i n e e r  or 
a r c h i t e c t  w h o  h e l p e d  to d e s i g n  a p r o j e c t  f r o m  s u p e r v i s i n g  
c o n s t r u c t i o n  and, l i k e w i s e ,  w o u l d  a p p e a r  t o  p r e v e n t  an 
a t t o r n e y  f r o m  c o n t i n u i n g  h i s  r e p r e s e n t a t i o n  t h r o u g h  all 
s t a g e s  o f  a p r o j e c t .

D EFINITI ON S: - D e f i n e s  theA S  4 5 . 9 6 . 4 9 0  _______________
a n d  "the l o a n  p r o g r a m s  f u n d "  to m e a n  t h e - A l a s k a  L o a n s  
P r o g r a m  F u n d  c r e a t e d  b y  A S  4 4 .9 6.

" f u n d "

S e c t i o n  2 o f  S B  429

S e c t i o n  2 o f  SB 4 2 9  a d d s  a n e w  c h a p t e r  (AS 37.. 13) 
e n t i t l e d  A L A S K A  P E R M A N E N T  F U N D .  T h e  i n i t i a l  s e c t i o n  s e t s  up 
t h e  P e r m a n e n t  F u n d  to c o n s i s t  o f  25% o f  a l l  m i n e r a l  l e a s e  
r e n t a l s ,  r o y a l t i e s ,  r o y a l t y  s a l e  p r o c e e d s ,  f e d e r a l  r e v e n u e  
s h a r i n g  p a y m e n t s  a n d  b o n u s e s  r e c e i v e d  b y  t h e  S t a t e .  In A S  
3 7 . 1 3 . 0 2 0  "the i n v e s t m e n t  c r i t e r i a  a r e  s e t  o u t  in d e t a i l .
S e e  pciges 28 a n d  39 of S B  4 29.

S e c t i o n  3 o f  S3 429

S e c t i o n  3, b e g i n n i n g  o n  p a g e  40 o f  S B  4 2 9 ,  a d d s  a 
n e w  A r t i c l e  4, A l a s k a  R e n e w a b l e  R e s o u r c e s  D e v e l o p m e n t  
F i n a n c i a l  A s s i s t a n c e  P r o g r a m ,  t o  A S  3 7 . 1 1 .  T h e  l e g i s l a t i o n  
c o n t a i n s  a n  e x t e n s i v e  d e c l a r a t i o n  of p o l i c y  a n d  l e g i s l a t i v e  
f i n d i n g s ,  c r e a t e s  a D i v i s i o n  o f  R e n e w a b l e  R e s o u r c e s  w i t h i n  
t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  a n d  
s e t s  o u t  t h e  p u r p o s e s  o f  t h a t  d i v i s i o n .  A S  3 7 . 1 1 . 1 5 0  p r o ­
v i d e s  t h a t  the r e c e i p t s  o f  the. r e n e w a b l e  r e s o u r c e s  d e v e l o p ­
m e n t  f u n d  (AS 3 7 . 1 1 . 0 2 0 )  cire a p p r o p r i a t e d  to t h e  n e w  d i v i si oj  
T h e  f u n d  r e c e i v e s  b y  s t a t u t e  f i v e  p e r c e n t  o f  m i n e r a l  l e a s e  
r e n t a l s ,  b o n u s e s  a n d  r o y a l t i e s .  S e c t i o n  1 6 0  s e t s  f o r t h  the 
q u a l i f i c a t i o n s  f o r  t h e  D i r e c t o r ,  i n c l u d i n g  e i g h t  y e a r s  o f  
a d m i n i s t r a t i v e  o r  m a n a g e m e n t  e x p e r i e n c e  i n  r e s o u r c e  p l a n n i n g  
o r  d e v e l o p m e n t , etc:., a n d  S e c t i o n  170 s e t s  th e c o m p e n s a t i o n ,  
s a l a r y  r a n g e  27. T h e  p o w e r s  a n d  d u t i e s  o f  t h e  D i r e c t o r  
f o u n d  in S e c t i o n  190 i n c l u d e  c o n s i d e r a t i o n  o f  i n v e s t m e n t  
p r o p o s a l s  a n d  a p p r o v a l  o f  a p p l i c a t i o n s  f o r  f i n z m c i n l  a s s i s ­
tanc e .  E l i g i b i l i t y  r e q u i r e m e n t s  for f i n a n c i a l  a s s i s t a n c e  
s e t  o u t  in S e c t i o n  200 i n c l u d e  t h e  p r o v i s i o n  t h a t  the
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applicant, m e e t  t h e  e l i g i b i l i t y  r e q u i r e m e n t s  f o r  t h e  Alaskzi 
jOan P r o g r a m s  F u n d .

T h e  n e w  d i v i s i o n  in S e c t i o n  200(b) is l i m i t e d  in 
i t s  i n v e s t m e n t  i n  a s i n g l e  p r o j e c t  w i t h o u t  l e g i s l a t i v e  
a p p r o v a l  to a ’'co m b i n a t i o n  o f  e q u i t y  p u r c h a s e s  a n d  i n t e r e s t  
i n c e n t i v e s "  o f  n o  m o r e  t h a n  5% o f  the a^.iual r e c e i p t s  o f  t h e  
r e n e w a b l e  r e s o u r c e  d e v e l o p m e n t  f u n d  o r  $ 1 . 5  m i l l i o n ,  w h i c h ­
e v e r  is loss.

S e c t i o n  210, F i n a n c i a l  A s s i s t a n c e ,  l i m i t s  t h e  
d i v i s i o n ' s  f i n a n c i a l  a s s i s t a n c e  to i n v e s t m e n t  in n o t  m o r e  
t h a n  50% o f  t h e  c a p i t a l  s t o c k  or o t h e r  o w n e r s h i p  i n t e r e s t  in 
a p r o j e c t ,  p r o v i d e d  t h a t  t h e  a p p l i c a n t  h a s  b o r r o w e d  th e 
m a x i m u m  a m o u n t  a l l o w e d  b y  t h e  A l a s k a  L o a n  P r o g r a m s  F u n d  
f ir st . T h i s  p r o v i s i o n  s e e m s  i n c o n s i s t e n t  w i t h  t h e  limitci- 
t i o n  in S e c t i o n  2 0 0 ( b ) .  T h e  d i v i s i o n  m a y  a l s o  o f f e r  a n  
i n t e r e s t  i n c e n t i v e  b y  p a y i n g  p a r t  o r  all o f  t h e  i n t e r e s t - o n  
l o a n s  f r o m  the A l a s k a  L o a n  P r o g r a m s  F u n d ,  b u t  m a y  o n l y  g i v e  
g r a n t s  f o r  p u b l i c  p u r p o s e s  w h e n  t h e  a m o u n t  o f  t h e  g r a n t  h a s  
b e e n  i n c l u d e d  in the " g e n e r a l  b u d g e t "  o f  t h e  S t a t e  f o r  t h e  
n e x t  f i s c a l  y e a r .

S e c t i o n  220 p r o v i d e s  t h a t  t h e  d i v i s i o n  g u a r a n t e e  
a l l  l o a n s  m a d e  to a r e n e w a b l e  r e s o u r c e  p r o j e c t  f r o m  t h e  
A l a s k a  L o a n  P r o g r a m s  F u n d .  S e c t i o n  230 p r o v i d e s  f o r  p a y m e n t  
o f  i n t e r e s t  i n c e n t i v e s  ”ith repayment: to b e g i n  a f t e r  n e t  
p r o f i t  is g e n e r a t e d  b y  t he c o m p a n y .  S e c t i o n  2 4 0  s e t s  u p  a 
l o s s  r e s e r v e  a c c o u n t  e q u a l  to 10% o f  the e s t i m a t e d  t o t a l  
a m o u n t  o f  a l l  l o a n s  g u a r a n t e e d  b y  t h e  r e n e w a b l e  r e s o u r c e s  
d e v e l o p m e n t  fund. I n v e s t m e n t  a n d  a c c o u n t i n g  p r o v i s i o n s  a r c  
s i m i l a r  to t h o s e  s e t  u p  f o r  t h e  A l a s k a  L o a n  P r o g r a m s  F u n d .

S e c t i o n  4 o f  SB 429 f

T h i s  s e c t i o n  a m e n d s  t h e  p r e s e n t  A S  3 7 . 1 1 . 0 6 0 ,  F u n d  
P r i n c i p a l ,  b y  p r o v i d i n g  t h a t  b a l a n c e s  r e m a i n i n g  in t h e  
A l a s k a  R e n e w a b l e  R e s o u r c e s  Development; F u n d  a t  t h e  c l o s e  o f  
e a c h  f i s c a l  y e a r  lie d e p o s i t e d  in the " A l a s k a  Re nev/able 
R e s o u r c e s  F u n d " ,  r a t h e r  t h a n  in t h e  P e r m a n e n t  F u n d  a s  in 
e x i s t i n g  law. H o w e v e r ,  i t  v;ould ztppear t h a t  t h i s  s h o u l d  
r e a d  "th e  A l a s k a  R e n e w a b l e  R e s o u r c e s  P e r m a n e n t  F u n d " ?  t h e  
w o r d  " P e r m a n e n t "  f o u n d  in t h e  p r e s e n t  t e x t  h a v i n g  b e e n  

o m i t t e d  f r o m  t h e  bill.



S e c t i o n  5 to 29 of S B  429

M a n y  o f  t he r e m a i n i n g  s e c t i o n s  o f  S B  429 a r e  
d e v o t e d  to a l t e r i n g  e x i s t i n g  S t a t e  l o a n  p r o g r a m s  so t h a t  
t h e y  c o n t i n u e  o n l y  to a d m i n i s t e r  e x i s t i n g  l o a n s .  In some 
c a s e s ,  p r o g r a m s  a r e  a l s o  l e f t  w i t h  a ’g r a n t  f u n c t i o n .

S p e c i a l  n o t e  s h o u l d ,  h o w e v e r ,  b e  m a d e  of:

S E C T I O N  13 w h i c h  a d d s  a n e w  s e c t i o n  t o  T i t l e  29 
(29 .58.290) w h i c h  w o u l d  p r e v e n t  a n y  m u n i c i p a l i t y  from, issuir.: 
a r e v e n u e  b o n d  w h i c h  is a n  i n d u s t r i a l  d e v e l o p m e n t  b o n d  u n d e r  
S e c t i o n  1 03 o f  t h e  I n t e r n a l  R e v e n u e  C od e.

S E C T I O N  15 w h i c h  npv; w o u l d  a l l o w  i n v e s t m e n t  of 
s o m e  t r e a s u r y  s u r p l u s  in l o a n s  m a d e  u n d e r  the A l a s k a  L o a n  
P r o g r a m s  F u n d .

S E C T I O N  16 p l a c e s  r e s p o n s i b i l i t y  for f o r m u l a t i n g  
i n v e s t m e n t  p o l i c y  o n  t h e  D i r e c t o r  of the D i v i s i o n  o f  T r e a s u r y  
a n d  e l i m i n a t e s  t h e  p r e s e n t  A d v i s o r y  C o m m i t t e e  w h i c h  h a d  
l e g i s l a t i v e  i n p u t .  T h e  D i r e c t o r  m u s t ,  h o w e v e r ,  p r e s e n t  h i s  
p o l i c y  to the  l e g i s l a t u r e  a t  t h e  b e g i n n i n g  o f  e v e r y  r e g u l a r  

s e s s i o n .

S E C T I O N  20 r e q u i r e s  d e p o s i t  of S t a t e  f u n d s  n o t  
b e i n g  u s e d  f o r  s p e c i f i e d  p u r p o s e s  in Ai aslcan f i n a n c i a l  
i n s t i t u t i o n s  w h i c h  o f f e r  t he h i g h e s t  b i d  for t h e  S t a t e  

f u n d s .

S E C T I O N  21 i n s u r e s  t h a t  ail 1 f o u r  o f  t h e  n e w  p o s i ­
ti o n s  s e t  u p  a r e  in the c l a s s i f i e d  s e r v i c e ,  a n d  the G o v e r n o r  
m a y  n o t  d e s i g n a t e  t h e m  a s  p a r t i a l l y  e x e m p t .

S E C T I O N  25 s e t s  u p  b y  s t a t u t e  a d i v i s i o n  o f  th e 
T r e a s u r y  in t h e  D e p a r t m e n t  os R e v e n u e ,  h e a d e d  b y  a Diice.-or 
W h o s e  q u a l i f i c a t i o n s  a n d  d u t i e s  a r e  s e t  o u t  - i n c l u d i n g  
i n v e s t m e n t  and. m a n a g e m e n t  o f  State: funds , c:tc.

•> f  V- y » ’ V : ~
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S E C T I O N  25 c o n f i r m s  t h a t  a d m i n i s t r a t i o n  of t h e  
A l a s k a  L o a n  P r o g r a m s  F u n d  a n d  -the R e n e w a b l e  R e s o u r c e s  
D e v e l o p m e n t  F u n d  .is by t h e  D e p a r t m e n t  of C o m m e r c e  and 
E c o n o m i c  D e v e l o p m e n t .

S E C T I O N  27 is a f a r  r e a c h i n g  s e c t i o n  w h i c h  r e p e a l s

1. M o s t  of A S  0 3 . 1 0  ( A l a s k a  A g r i c u l t u r a l  L o a n
A c t )  .

2. P a r t s  of AS 1 4 . 4 0 . 7 5 1 - 8 0 6  ( R e l a t i n g  to l o a n s  
u n d e r  Art. 9 of A S  1 4 . 4 0  - S c h o l a r s h i p  L o a n s  a n d  T u i t i o n  
G r a n t s ) .

3. Most: of 7\S 1 6 . 1 9 . 3 0 0 - 3 7 0  ( C o m m e r c i a l  F i s h i n g
L o a n  .Act) .

4. M a j o r  p o r t i o n s  of A S  1 6 . J 0 . 5 0 0 - 6 2 0  ( F i s h e r i e s  
E n h a n c e m e n t  Locin P r o g r a m )  .

5. M o s t  of A S  1 8 . 5 5 . 0 1 0 ,  e t  s o q . ( A l a s k a  H o u s i n g  
F i n a n c e  C o r p o r a t i o n ) .

6. Most o f  A S  1 0 . 1 0 0 . 0 3 0 ,  et seq. ( H o u s i n g  
D e v e l o p m e n t  R e v o l v i n g  L o a n  F u n d ) .

7. M o s t  of AS. 1 8 . 1 0 0 . 0 7 0  (Senior C i t i z e n s  H o u s i n g  
D e v e l o p m e n t  F u n d ) .

8. M a j o r  p o r t i o n s  o f  A S  2 6 . 1 5  ( A l as k a W o r l d  W a r  
II V e t e r a n s  Act).

9. AS 3 7 . 1 0 . 0 6 5  ( I n v e s t m e n t  of A l a s k a  P e r m a n e n t  
F u n d )  [ r e p l a c e d  b y  AS 3 7 . 1 3 ] .

. 10. AS 37 .10. 0 7 5  (b) - (d) (deposit, of S t a t e  f u n d s )  
[ s u b s e c t i o n  (a ) w a s  e x p a n d e d  b y  S e c t i o n  20 o f  S H  429 to 
r e q u i r e  b i ds , b u t  limit;; to f i n a n c i a l  i n s t i t u t i o n s  w i t h i n  
S t a t e ] .

11. A S  3 7 . 1 0 . 0 7 9  ( p u r c h a s e  of b o n d s ) .

32. A S  3 7 . 1 1 . 0 3 0  (fund u t i l i z a t i o n )  [ t h i s  r e f e r s  
t o  t h e  A l a s k a  R e n e w a b l e  R e s o u r c e s  D e v e l o p m e n t  F u n d  w h i c h  is 
n o w  c o v e r e d  a d e q u a t e l y  by t h e  n o w  s e c t i o n s  in A S  3 7 . 1 1 ] .
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.13. M o s t  of AS 41.22.10,' e_t sea- ( O u t d o o r  R e c r e a­
tion ,  O p e n  S pace, a n d  H i s t o r i c a l  P r o p e r t i e s  D e v e l o p m e n t  

F u n d ) .

14. A l l  of A S  4 0 . 3 0  (area r e d e v e l o p m e n t ) .

15. M o s t  of AS 44. 33. 240, et sec;. ( C h i l d  C a r e
F a c i l i t y  R e v o l v i n g  L o a n  F u n d ) .

1G. M o s t  of 7iS 4 4 . 5 3  A l a s k a  M u n i c i p a l  B o n d  B a n k  
A u t h o r i t y )  .

17. M a j o r  p o r t i o n s  o f  A S  4 4 . 5 9  (.vlaska S t a t e  
D e v e l o p m e n t  C o r p o r a t i o n ) .

18. M a j o r  p o r t i o n s  of A S  4-4. GO (Small B u s i n e s s  

D e v e l o p m e n t  C o r p o r a t i o n  o f  A l a s k a ) .

19. /ill o f  7iS 4-4.61 (7\leskci Industrial. D e v e l o p m e n t  

A u t h o r i t y )  .

20. 7iliriost all of 7.S 4 5 . 8 6  ('Water R e s o u r c e s
R e v o l v i n g  L o a n  F u nd ).

21. A l m o s t  all of 7-S 4 5 . 9 0  ( T o u r i s m  R e v o l v i n g
F u n d ) .

22. M a j o r  p o r t i o n s  of A5J 4 5 . 9 5  (.Small B u s i n e s s

L o a n s ) -

23. M o s t  of AS 4 5 . 9 8  ( H i s t o r i c a l  D i s t r i c t  R e ­

v o l v i n g  L o a n  F u n d ) .

S E C T I O N  28 of t h e  b i l l  m a k e s  A S  4 5 . 9 6 . 1 2 0 ( b )  
r e t r o a c t i v e  to J/une 30, 1977. T h i s  is t he f u n d i n g  f o r  the 
s u b a c c o u n t  "Gen er al  F u n d  C o n t r i b u t i o n  A c c o u n t " .  S e e  t h e  
d i s c u s s i o n  a b o v e  u n d e r  S e c t i o n  1.

S E C T I O N  29, t h e  final s e c t i o n ,  m a k e s  S e n a t e  B i l l  
429 e f f e c t i v e  i m m e d i a t e l y .  T h e  b i l l  w i l l  c r e a t e  a c o m p l e t e  
d i s r u p t i o n  in the a c t i v i t y  o f  e x i s t i n g  l o a n  f u n d s  w h i c h  a r e  
o p e r a t i n g  n o w  on a r e g u l a r  b a s i s  as w e l l  a s  the c e s s a t i o n  of 
b o n d  f i n a n c i n g  a c t i v i t i e s  by the A l a s k a  H o u s i n g  F i n a n c e  
C o r p o r a t i o n  w h i c h  n o w  h a s  o u t s t a n d i n g  in e x c e s s  o f  $ 3 0 0  
m i l l i o n  in bond*; a n d  n o t e s  a n d  o t h e r  i m p o r t a n t  a g e n c i e s  s u c h  
a s  tlio^/tlnska M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  w i t h  o n g o i n g
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p r o g r a m s .  T h e  f i n d i n g s  of the b i l l  d o  n o t  s u p p o r t  a s i m ­
p l i s t i c  c o n c l u s i o n  tha t e l i m i n a t i o n  o f  a l l  b o n d  f i n a n c i n g  f 
l o a n s  b y  S t a t e  a g e n c i e s  a n d  c o m b i n a t i o n  o f  t h o s e  a c t i v i t i e s  
w i t h  S t a t e  g e n e r a l  fun d l e n d i n g  cictiv.iti.es is in t h e  p u b l i c  
i n t e r e s t .  T h e  b i l l  c o m p l e t e l y  r u p t u r e s  t h e  p a t t e r n  of 
m u n i c i p a l  b o n d  f i n a n c i n g  in the S t a t e  l i m i t i n g  l o c a l  p o w e r s  
tc f i n a n c e  in t h e  i n t e r e s t  o f  c e n t r a l i z a t i o n  in t h e  S t at e.

F r o m  a n  a d m i n i s t r a t i v e  i f  n o t  a l e g a l  s t a n d p o i n t ,  
i t  w o u l d  .seem f a r  b e t t e r  to s et an e f f e c t i v e  d a t e  of a t  
l e a s t  90 d a y s  a f t e r  p a s s a g e .  I d e a l l y ,  J a n u a r y  1, 1979 or 
e v e n  J u l y  1, 1979, w o u l d  s e e m  t o  m a k e  m o r e  s e n s e  f o r  t h o s e  
p o r t i o n s  of t h e  A c t  w h i c h  w i l l  r e q u i r e  establi s hm en t,  or a • 
t o t a l l y  n o w  s t r u c t u r e .  H o w e v e r ,  i t  is s u b m i t t e d  t h a t  the' 
w h o l e s a l e  r e p e a l e r s  find t r a n s p l a n t i n g  of f u n c t i o n s  m a n d a t e d  
b y  t h e  b i l l  is n o t  i n d i c a t e d .  R a t h e r ,  a n y  l e g i s l a t i v e  
e f f o r t  s h o u l d  b e  p r e c e d e d  b y  c a r e f u l  s t u d y  of t h o s e  .State 
l e n d i n g  p r o g r a m s  w h i c h  h a v e  s u c c e e d e d  a n d  t h o s e  w h i c h  r e e d  

iinpr o v e m o n  t .
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s u b je c t  SB-429 Alaska Permanent Fund

The following will be a brief analysis of the Senate Permanent Fund 
Bill and some of its possible ramifications.

Section 1 of SB-429 establishes the Alaska Loan Program Fund and 
provides the State Bond Committee with revenue bonding authority 
"to carry out the fund's purposes". Obligations of the fund would 
be secured by the establishment of an Unallocated Reserve Account. 
This account would receive all the income from the 25% Permanent 
Fund contribution, and other funds as appropriated. In turn it 
would fund other accounts established to service specific needs of 
the Revenue Bonds. They are the Fire Insurance and Liability 
Reserve Account, the Loss Reserve Account, and the Capital Reserve 
Account. Other expenditures could be made from the Unallocated 
Reserve Account as appropriated.

There would also be established, as a sub-account of the Unallocated 
Reserve Account, the General Fund Contributions Account. Its 
revenue would come from the lesser of two sources: either the
revenue of the 40% of mineral lease rentals, royalties, etc. going 
to the Genera] Fund; or the Unobligated General Fund amounts for 
which appropriations have not lapsed at the end of the fiscal year. 
Expenditures from this sub-account would be the same as the Unallo­
cated Reserve Account, subject to appropriation 2 .

The effect of authorizing Revenue Bonds for the Loan Program will 
be to have a multiplier effect on the available revenues from the 
Permanent Fund. It is possible that these funds could be increased 
ten-fold through the sale of Revenue Bonds. At the same time, 
while the liability of the state is limited in terms of not obligating 
the full faith and credit nor the taxing power of the state, the 
revenues and assets of the Loan Program Fund are obligated -* • . As 
stated earlier, this includes not only the income from the Permanent 
Fund, but also other funds as appropriated and General Fund amounts 
automatically appropriated to the General Fund Contribution Account.

The types of loans allowable under the Alaska Loan Program would 
be of four (or five) major types. They would be for residential 
housing, commercial purposes, public purposes and education.
(Reference Sec. 45.96.250, page 14). A fifth type for tourism, 
historical and open space loans is included under Sec. 45.96.360 
(page 27). These five types increase the scope of the current 
state loan programs immeasurably. It would appear that there would 
be very few enterprises not covered by this proposed program ^ *.
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To administ' r the Alaska Loan Program there would be established 
a Division of Alaska Loan Programs in the Department of Commerce 
and Economic Development and a Division of Collections in the 
Department of Revenue. Also established in Section 1 of SB-429 
would be two evaluations committees. One would be the Alaska 
Loan Programs Evaluation Committee comprised of the Directors 
of the two new above-named divisions, and also the Director of 
the Division of Economic Development. The other committee, the 
Renewable Resources Loans Evaluation Committee, would be 
comprised of the two new above-named divisions and the Director 
of a third new division, the Division of Renewable Resources in 
the Department of Commerce and Economic Development

Section 2 of SB-429 ^ * establishes the Permanent Fund under 
AS 37.13. Changes in investment of the Permanent Fund from 
Chapter 6, SLA 77 increase the number of allowable types of 
investment. It would be advisable to obtain professional 
opinion as to the relative security of the added types.

Und'jr Sec. 15 of S3-429 surplus General Funds are permitted to
be invested in all loans under the Alaska Loan Program, rather 
than just the current agricultural and veteran's loans. This 
could immeasurably increase the amount of illiquid General Funds.

1. Attachment "A", PP 1-38
2. At tachmen t "B"
3. A t tachment "A", Sec . 45.96.090, page 6
4. At tachmen t "C"
5. Attachment "A", Sec . 37.11.130, p . 4 3.
6 . Attachment "A", pp . 38-40
7 . A t tachmen t "D"
8. Attachment "A" , P •55.
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A N  ACT

Providing for interim management of the Alaska Permanent Fund; 
and providing for an effective date.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE O F  ALASKA:

* Section 1. AS 37.10 is amended by adding l new section in 
art. 3 to read:

Sec. 37.10.065. INVESTMENT OF THE ALASKA PERMANENT 
FUND, (a) The Alaska Permanent Fund consists of 25 per 
cent of all mineral lease rentals, royalties, royalty sale 
proceeds, federal mineral revenue sharing payments and 
bonuses received by the state. The commisrioner of 
revenue shall deposit in the Alaska Permanent Fund 25 per 
cent of the receipts from these sources at least once each 
month. The commissioner of revenue shall invest the money 
in the Alasks Permanent Fund in income-producing invest­
ments of the ollowing types:

(1) obligations of, or obligations insured or 
guaranteed by. the United States or agencies or instru­
mentalities of the United States;

(2) obligations secured by reserves paid in by 
the United States c agencies or instrumentalities of the 
United States or obligations of corporations in which the 
United States is a shareholder or member;

(3) certificates of deposits issued by United 
States domestic banks which are members of the Federal 
Deposit Insurance Corporation and secured as to the pay­
ment of principal and interest in accordance with Alaska 
law;

(A) corporate investment-grade securities;



(5) bankers' acceptances drawn on and accepted 
by United States banks which each have a combined capital 
and surplus aggregating at least $100,000,000;

(6) repurchase agreements, the securities 
underlying the agreements being any of the items in (1) - 
(5) of this subsection;

(7) deposits of federally insured savings and 
loan associations not to exceed 10 per cent of each savings 
and loan association's deposits exclusive of federal, 
state, and municipal deposits;

(8) fixed-term certificates of debentures of 
federally insured credit unions not to exceed 10 per cent 
of each credit union's shares.

(b) The commissioner of revenue may enter into 
contracts providing for custody of securities and execution 
of transactions.

(c) The commissioner of revenue shall transfer to 
whatever agency is established for the express purpose of 
managing and investing the Alaska Permanent Fund all or 
part of the securities and money in the Alaska Permanent 
Fund in accordance with Alaska law no later than two weeks 
after receipt of written notice from that agency.

* Sec. 2. This Act takes effect immediately in accordance 
with AS 01.10.070(c).

- 2 -

Approved by the Governor: March 22, 1977
Actual Effective Date: March 23, 1977



JAY S. HAMMOND, GOVERNOR

B)KB»AB8T>8B2OT QV BS EVENTS*
TREASURY D IV ISION  
March 3 , 1978

ELEVENTH FLOOR 
STATE OFFICE BUILDING 
POUCH SB
JUNEAU, ALASKA 99811

The Honorable John Sackett 
Chairman, Senate Finance Committee 
Capital Building 
Juneau, Alaska 99811

Dear Senator Sackett:

The Special Committee on the Permanent Fund in the Senate has a bill 
entitled: "An Act relating to the Alaska Loan Program Fund, the Alaska
Permanent Fund, the Renewable Resources Development Fund, and other State 
revenue; and providing for an effective date." The number of this Senate 
Bill is SB 429.

The administration has reviewed SB 429 and the following are the 
recommended amendments that the administration supports for the bill:

1. Section 1 amending AS 45 and adding a new Chapter entitled 
Chapter 96. ALASKA LOAN PROGRAMS FUND. The administration does not support 
the creation of this fund and subsequent creation of the new division within 
the Department of Commerce and Economic Development entitled the Division of 
Alaska Loan Programs, and the establishment of a new division within the 
Department of Revenue, the Division of Collections. The administration does 
support the concept that all loan programs be administered by a single 
State agency. It is the recommendation of the administration that all 
existing loan programs making direct loans be administered within the Depart­
ment of Commerce and Economic Development.

The administration does not support the separation of the collection 
functions on delinquent loans from the investment function of those agencies 
making the iaans. The separation of the collection function would remove 
an importan element of the investment function (credit evaluation 
responsibility) from the individuals within the respective agencies making 
those loans. Further, it would remove the checks and balance the Department 
of Revenue has in evaluating performance of the lending agencies.

Section 1 in Summary: The administration would support the centrali­
zation of all loans in the Department of Commerce and Economic Development.
The procedure to follow would be to introduce separate bills with the appro­
priate language to accomplish t.he agency transfers. The administration does 
not support using State debt to provide loan capital for loan programs as 
provided in SB 429. It is recommended that Section 1 of SB 429 be deleted 
in its entirety.

2. Section 2. This section creates the Alaska Permanent Fund by 
amending AS 37 and adding a new Chapter to read: CHAPTER 13. ALASKA PERMANENT 
FUND. The administration has reviewed this section and supports the principle
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of allowing the Permanent Fund to be invested in Alaska. The administration 
finds that it is desirable to provide a separate corporarion of the State 
within the Department of Revenue to provide the administration and management 
of the Permanent Fund. Further, the administration would support a composition 
of the Permanent Fund that would contribute 30i2 of all mineral lease rentals, 
royalties, royalty sale proceeds, federal mineral revenue sharing payments and 
100 per cent of bonuses received by the State to the Permanent Fund. The 
administration recommends that this committee amend Section 1 to create the 
Alaska Permanent Fund as in the attached draft bill (see Attachment A).

3. Section 3 of Senate Bill 429 creates the Alaska Renewable Resources 
Financial Assistance program. The administration supports the Alaska 
Renewable Resources Development Fund. The administration, in keeping with 
previous stated policy, would support the management of the renewable 
resources development fund direct lending activity within the Department of 
Commerce and Economic Development. The investment activity of the surplus 
funds within the renewable resources development fund should be administered 
and managed by the Department of Revenue, Treasury Division. The administration- 
recommends that this section of SB 429 be deleted and that a separate bill 
addressing the Alaska Renewable Resources Development Fund be submitted by 
the Senate Committee on the Permanent Fund. The administration has not 
attempted to draft separate legislation on the Alaska Renewable Resources 
Development Fund and has worked in cooperation with the Subcommittee of 
the Special Committee on the Permanent Fund in the House on that Committee's 
proposed legislation for the Alaska Renewable Resources Development Fund.
Tne administration recommends the deletion of Sections 3 through 28 of 
S3 429.

Jim Edenso 
Deputy Commissioner

JE:ge
Enclosure
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ATTACHMENT A

PP1, line 3, substitute the following:

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to management of the Alaska Permanent Fund;

and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

P? 1, line 10, Delete the entire Section 1 and substitute the following:

* Section 1. AS 37 is amended by adding a new chapter to read:

CHAPTER 13. ALASKA PERMANENT FUND.

P? 33, line 6, substitute the following:

Sec. 37.13.010. ALASKA PERMANENT FUND. (a) Under Art. IX, Sec. 15, of the 

Alaska Constitution, there is established as a separate fund, in the Department of 

Revenue, the Alaska Permanent Fund.

(b) There is created the Alaska Permanent Fund Corporation, a public 

corporation of the state. The corporation is an instrumentality of the state 

within the Department of Revenue but has a legal existence independent of and 

separate from the state and has continuing succession until its existence is termin­

ated by law. The exercise by the corporation of the powers conferred by this

chapter is considered an essential governmental function of the state. The 

corporation shall manage and invest the principal of the permanent fund and shall 

distribute the income earned from the permanent fund in accordance with the 

provisions of this chapter.

PP 38, line 14, substitute the following:

Sec. 37.13.020. COMPOSITION OF THE PERMANENT FUND. The permanent fund 

consists of 30 per cent of all mineral lease rentals, royaltLes, royalty sale 

proceeds, federal mineral revenue sharing payments and 100 per cent of bonuses 

received by the state. The commissioner of revenue shall deposit in the permanent



fund 30 per cent of all mineral lease rentals, royalties, royalty sale proceeds, 

federal mineral revenue sharing payments, and 100 per cent of bonuses received from 

these sources at least once each month. Incone from investment of the permanent 

fund does not become a part of the permanent fund and shall be deposited in the 

general fund annually, except that income in the following amounts may be retained 

in the permanent fund and used as indicated:

(1) the amount needed to pay the operating and administrative expenses 

of the corporation;

(2) any amount allocated to a reserve account established under 

sec. 110 of this chapter.

Add a new section to read:

Sec. 37.13.030. PURPOSE OF THE PERMANENT FUND. (a) The purpose of the 

permanent fund is to provide a means of conserving a portion of the state's revenues 

from mineral resources to the ultimate benefit of present and future generations 

of Alaskans. The revenues so conserved shall be invested in income-producing 

investments which will provide further benefits to present and future generations 

of Alaskans.

(b) Further benefits may be derived through use of the permanent fund to:

(1) assist the diversification of the economy of Alaska by making 

sound investments in Alaska's renewable and non-renewable resources;

(2) seek to smooth the cyclical pattern of growth of the Alaska

economy;

(3) encourage and assist the participation of private capital, from 

both within and outside Alaska, in private enterprises of benefit to Alaskans;

(4) promote the investment of public and private capital for 

community development purposes;

(5) supplement private investment when sufficient private capital is 

not available on reasonable terms and conditions;

(6) seek to preserve the permanent fund capital for future generations
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through sound investments in investment grade securities.

(c) The permanent fund shall be guided in all its decisions by the purpose 

sat out in (a) of this section.

Sec. 37.13.040. INVESTMENT OF THE PERMANENT FUND. (a) The permanent 

fund shall be used only for income-producing investments.

(b) At. least 50 per cent of the resources of the permanent fund shall be 

invested in investment grade securities.

(c) The corporation may invest not more than 25 per cent of the resources 

of the permanent fund to provide a reasonable proportion of longer-term investment 

capital for financing the establishment, improvement, and expansion of productive 

private enterprises which will benefit Alaskans, and for which sufficient capital 

is not available from other sources on reasonable terms. These investments may 

take the form of equity, debt, or debt guarantees.

(d) The corporation may invest no more than 25 per cent of the resources 

of the permanent fund in financing a reasonable proportion of the longer-term 

investment capital needs for community development projects of municipalities and 

public corporate entities and private dwellings in Alaska for which sufficient 

financing is not available from other sources on reasonable terms. These investments 

may take the form of debt or debt guarantees.

Sec. 37.13.050. PERMANENT FUND POLICY BOARD. (a) There is established the 

Alaska Permanent Fund Policy Board, consisting of the commissioner of commerce 

and economic development, the commissioner of revenue, and seven members to be 

appointed by the governor confirmed by the legislature. The seven appointed members 

must be Alaska residents and may not be employees of the state. Their term of 

office is four years, and they may be reappointed. Terms shall be staggered.

Initial terms are one year for one member, two years for two members, three years 

for two members, and four years for two members. Members may be removed for cause. 

Members may continue to serve until their successors are appointed.

(b) The president of the permanent fund, appointed under sec. 90 of this 

chapter, shall serve as the chairman of the policy board, but is not a voting 

member.
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(c) A quorum :or the transaction of policy board business consists of at 

least two-thirds of the members. Decisions of the board must be made by a majority

vote, including not less than a majority of the appc inted members. The board shall

hold at least cue public meeting each year.

(d) Appointed members of the policy board are not entitled to compensation 

as such but are entitled to per diem and travel allowances as provided by law for

members of state boards and commissions.

Sec. 37.13.060. DUTIES OF THE POLICY BOARD. The policy board shall:

(1) select and appoint the president and other members of the invest­

ment committee;

(2) annually review and approve long-range operating plans, to include 

an investment program based on sectoral analysis of the Alaska economy, the budget 

for the forthcoming year, and the financial plan for the following years;

(3) have sole responsibility for relations with the general public, 

legislature, executive, local communities, and special interest groups concerning 

all matters other than specific investments of the permanent fund;

(4) review quarterly reports from the investment committee concerning 

investment decisions and investment supervision;

(5) review, consider and approve policies;

(6) review and publish an annual report including financial statements 

audited by independent outside auditors;

(7) establish an audit committee, consisting of the commissioner of 

revenue and other members of the policy board to be designated by the board itself, 

which shall select the independent outside auditors, and receive all audit reports;

(8) decide appeals from interpretations of this chapter;

(9) determine the remuneration and terms of service of the president 

and other members of the investment committee;

(10) be prepared to present a complete report of investment programs, 

plans, performance, and policies to the finance committees of the Alaska Legislature 

within 30 days after the beginning of each regular session.

i

-4-
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Sec. 37.13.070. PERMANENT FUND INVESTMENT COMMITTEE. (a) There is 

established the Alaska Permanent Fund Investment Committee, consisting of the 

president of the corporation, who shall serve as chairman, and four members appointed 

by the policy board. No member of the policy board may be a member of the investment 

committee. All members must be Alaska residents, may not be state employees, and 

must be persons of recognized competence and wide experience in investments, finance, 

and ether business-management-related fields. Members may be reappointed or continue 

to serve until their successors are appointed.

(b) A quorum consists of four members of the investment committee. All 

decisions must be made by majority vote.

Sec. 37.13.080. DUTIES OF THE INVESTMENT COMMITTEE. The investment committee 

has sole responsibility to approve all investment proposals and review all 

investments in investment grade securities.

Sec. 37.13.090. PERMANENT FUND PRESIDENT. The president of the corporation 

shall be appointed by the policy board for a term of five years, may be reappointed, 

and shall serve at the pleasure of the policy board. The president

(1) has sole responsibility for presenting investment proposals to the 

investment committee;

(2) is responsible for the ordinary business of the corporation and the 

organization, appointment, dismissal, and remuneration of the officers and staff;

(3) is responsible for making investments in investment grade securites, 

subject to review by the investment committee;

(A) shall establish and maintain adequate and appropriate 

organizational, operating, and financial controls.

Sec. 37.13.100. STATUS AND POWERS OF PERMANENT FUND CORPORATION. (a) The 

Corporation is exempt from the provisions of the Executive Budget Act (AS 37.07).

The president, officers, and staff of the corporation are in the exempt service 

under AS 39.25.

(b) The corporation has all powers necessary to carry out the purposes of

/
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of this chapter including but not limited to the following:

(1) sue and be sued;

(2) adopt a seal;

(3) have perpetual succession;

(A) adopt and amend policies and operational procedures when not 

inconsistent with this chapter;

( I) make and execute contracts and other instruments;

(6) in its own name, own, exchange, transfer, lease, rent, convey,

acquire, or dispose of by other means real and personal property.

Sec. 37.13.110. RESERVES. The corporation may establish, from income 

derived from its permanent fund reserve accounts to preserve the principal of the 

permanent fund, consistent with sound financial practices.

Sec. 37.13.120. OPERATIONAL PRINCIPLES. The operations of the corporation 

shall be conducted in accordance with the following principles:

(1) the prudent-person rule of investments is applicable; in making 

investments, the investment committee and staff shall exercise the judgment and 

care under the circumstances then prevailing w’hich a person of ordinary prudence, 

discretion, and intelligence exercises in the management of his or her own affairs 

not in regard to speculation but in regard to the permanent disposition of funds, 

considering the probable income from them as well as probable safety of principal;

(2) the corporation may not undertake any financing for which, in its 

opinion, sufficient private capital could be obtained on reasonable terms;

(3) the corporation may not assume responsibility for managing any 

enterprise or project in which it has invested and may not exercise voting rights 

for that purpose or for any other purpose which, in its opinion, properly is within 

the scope of managerial control;

(4) the corporation shall only undertake its financing on terms and 

conditions which it considers appropriate, taking into account the requirements of 

Liie enterprise or project, the participation of other investors, the risks being

Oj\.

-6-
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undertaken by the corporation and the terns and conditions normally obtained by 

private investors from similar financing, unless the legislature has appropriated 

funds for subsidizing investments which, in the opinion of the corporation are of 

such high priority that special terms and conditions are appropriate;

(5) the corporation may seek to revolve its funds by selling its 

investments to other investors whenever it can appropriately do so on satisfactory

terms;

i'
5 ij (6) the corporation shall seek to maintain a reasonable diversification

'I1• i, in its investments;
II
it

- j{ (7) the corporation shall only consider investment proposals after
ij

:1 I' the applicant for an investment has submitted a detailed proposal to the corporation
ii

f !| staff, and the staff has prepared a written report recommending the investment after

a study of its merits;

ii (8) the corporation shall make investment decisions with regard to

- :• economic and other considerations, including consideration of employment income

, ■ {!’ -■ I; distribution, environment, health, social, and other factors; the corporation snail
i  J

ij
17 ji be sensitive to the views of affected local communities and shall include an

ii

-•!' analysis of those views in proposals for .large investments;
I!
i;

i

il

(9) the corporation may make investments in financial intermediaries in 

order to facilitate investment by the intermediaries in specific enterprises or 

projects whose individual financing requirements are not, in the opinion ot the 

corporation, large enough to warrant its direct supervision;

(10) the corporation shall provide for operational and performance 

evaluations (post-audits) of its investments and investment programs, ar.d report
: t

I!
;f, j, the results to the policy board audit committee;

ji. .'j (11) nothing in this section prevents the corporation, in the event of

actual or threatened default on any of the permanent fund investments, actual or 

threatened insolvency of the enterprise in which the investment has been made, or 

other situations which, in the opinion of the corporation, threaten to jeopardize

/Jii

J l

1  
-•5 II

il
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the investment, from taking the action and exercising the rights it considers neces­

sary for the protection of its interests.

Sec. 37.13.130. BORROWING POWERS. The corporation may borrow funds, and, 

in that connection, nay furnish the collateral or other security for them that it 

determines is necessary.

Sec. 37.13.140. REPORTS AND PUBLICATIONS. The policy board shall publish an 

annual report to the governor, legislature, and the public. Each report must 

include financial statements audited by independent outside auditors, a statement of 

the amount of money received by the permanent fund from each source during the period 

covered, a statement of permanent fund investments, a description of permanent fund 

investment activity during the period covered by the report, and any other information 

the policy board believes would be of interest to the governor, the legislature, 

and the public. The annual income statement and balance sheet of the corporation 

shall be published in at least one newspaper in each judicial district. The corpo­

ration may also publish other reports it considers desirable to carry out its purpose.

Sec. 37.13.150. TECUANTCAI. ASSISTANCE. (a) The corpration may provide 

financing for pre-investment activities including feasibility studies, when, in its 

opinion, the proposed investment is of high priority and the financing is not 

available from other sources on reasonable terms and conditions. Amounts so 

advanced may form a part of a later investment, if the enterprise or project is 

financed by the corporation.

(b) The corporation may provide for technical and management advice and 

assistance to proposed and actual investments as it considers necessary in the 

circumstances.

Sec. 37.13.160. CONFLICT-OF-TNTERESTS POLICIES. Members of the investment 

committee shall disclose their financial interests in an investment proposal and dis­

qualify themselves from voting on any investment proposal in which they have 

financial interests. Members of the policy board shall refrain from all attempts to 

influence the investment committee, president, officers and staff in the discharge

-8-
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of their ordinary operating duties. The president, officers, and staff of the 

corporation, in the discharge of their offices, owe their duty entirely to the 

corporation and no other authority.

Sec. 37.13.170. CONFIDENTIALITY OF INFORMATION. Information in the possessior 

of the corporation which discloses the particulars of the business or affairs of a 

private enterprise or private investor is not a matter of public record, except for 

purposes of investigation and law enforcement. The information must be kept confi­

dential except when its production is required in an official investigation or court 

proceeding. These restrictions do not prohibit the publication of statistics 

presented in a manner that prevents the identification of particular reports, items, 

persons, or enterprises.

Sec. 37.13.180. TAX EXEMPTION. The corporation Is a public corporation and 

is exempt from all taxes and assessments in the state. All security instruments 

issued by the corporation, their transfer, and their income are exempt from all taxes 

and assessments in the state.

bee. 37.13.900. DEFINITIONS. In this chapter, unless the context requires

otherwise

(1) "corporation" means the Alaska Permanent Fund Corporation 

created by sec. 10(b) of this chapter;

(2) "investment committee" means the Alaska Permanent Fund Investment 

Committee created by sec. 70 of this clipater;

(3) "investments" includes equity, debt, and debt guarantees;

(A) "permanent fund" means the Alaska Permanent Fund created under 

authority of Art. IX, sec. 15, of the Alaska Constitution;

(5) "policy board" means the Alaska Permanent Fund Pol icy Board created 

by sec. 50 of this chapter.

* Section 2. AS 39.25.110 is amended by adding a new paragraph to read:

(21) members of the policy board and investment committee, and the 

president, officers, and staff of the Alaska Permanent' Fund Corporation.

-9-
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* Section 3. AS 39.50.200(9) is amended by adding a new subparagraph to read:

(MM) Alaska Permanent Fund Policy Board and Alaska Permanent Fund 

Investment Committee.

* Section A. Investments outstanding as of the effective date of this Act, made 

from money in the Alaska Permanent Fund, shall be transferred to the corporation 

jstablished by AS 37.13.010(b), enacted in sec. 1 of this Act.

* Section 5. This Act takes effect immediately in accordance with AS 01.10.070(c). 

Delete Sec. 2 through Sec. 29.

-10-
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Index  to Comm ittee  F i les  (D ocum en ts  
listed in the index are a v a i la b le  upon 
request).

W r i t t e n  T e s t im ony
Var iou s

P ro p o s e d  L eg is la t ion
On the A la s k a  P e rm an en t  Fund
On the use o f  A la s k a  P e rm anen t Fund
ea rn ing s
O n  t h e  R e n e w a b l e  R e s o u r c e s  
Deve lopment Fund (w o rk  d ra f t )



II What the public said

In  an  a t tempt to determ ine w ha t A la s k a n s  
th ough t abou t the pe rm anen t fund , the committee 
engaged in a w ide-rang ing p rog ram  o f  public 
pa rt ic ipa t ion . T h is  p rog ram  inc luded the m a i l in g  
o f  the comm ittee ’s p re l im in a ry  report , wh ich 
conta ined a quest ionna ire  to be f i l led  ou t and  
re tu rned ; a sym pos ium  on g oa ls  o f  the p e rm anen t 
fund in Ancho rage , cosponsored by the N a t io n a l  
E ndow m en t fo r  the H um an it ie s  and  the A la s k a  
H u m a n i t i e s  F o r u m ;  p u b l i c  h e a r i n g s  in  
A ncho rage , F a i rb an k s ,  Kotzebue an d  Ju n eau ; 
and  pa rt ic ipa t ion  w ith the A la s k a  Pub l ic  F o rum  
in its quest ions on the pe rm anen t fund.

T h e  committee received va r iou s  p ropo sa ls  fo r  
use o f  pe rm anen t fund money . E v e ry th in g  f rom  
p rese rv ing  a r t i fa c ts  to t ra ck in g  w ha le s  was 
suggested. Hut severa l genera l po in ts  emerged 
from  the public pa rt ic ipa t ion  process.

F i rs t ,  the pe rm anen t fund  was created as a 
depos ito ry  fo r  m ine ra l revenues in excess o f  
cu rren t state needs.

Second , the m ine ra l revenues put in to the 
pe rm anen t fund ;the  p r in c ipa l )  sh ou ld  s ta y  there 
and no t be diss ipated by us ing it to pay  fo r  the 
ope ra t ion s  o f  s ta te g ove rnm en t o r  by inves t ing  it 
unw ise ly .

T h ird ,  where there a re  sound inves tm ents  in 
A la s k a  the pe rmanent fund shou ld  m ake  them

without dup lica t ing  f in a n c ia l  serv ices a l re a d y  
ava i lab le .

F ou rth , m oney ea rned  by pe rm anen t fund  
investments (the e a rn ing s )  sh ou ld  be used fo r  the 
identi f iab le benefit o f  cu rren t and  fu tu re  
A la skan s .

F i f th , the m anagem en t o f  the p e rm anen t fund  
shou ld  be insu la ted  f rom  po lit ics but sh ou ld  be 
accountab le  to the public.

S ix th , the m anagem en t o f  the p e rm an en t  
fund shou ld  no t m ake  dec is ions p rope r ly  m ade  
th rough ‘ he po lit ica l process.

These gene ra l po in ts  guided the committee as 
it worked on its p roposa l fo r  p e rm an en t fund 
enab ling  leg is la t ion .

In  add it ion , the pub lic  m ade  two m a in  po in ts  
011 how it wanted state gove rnm en t to ass is t it in 
sh ap ing  the fu tu re  A la s k a .

F irs t , state g o ve rnm en t sh ou ld  prov ide 
su ff ic ient funds and  p rog ram s  fo r  the p rope r 
deve lopment o f  renew ab le  resources.

Second, state g ove rnm en t sh ou ld  prov ide 
s u f f i c i e n t  f u n d s  a n d  p r o g r a m s  f o r  th e  
deve lopment o f  a lte rn a te  energy .

Again , these two m a in  po in ts  gu ided the 
committee as it worked on its p ropo sa l fo r 
pe rm anen t fund en ab l in g  leg is la t ion .

X The Renewable Resources 
Development Fund

In  add it ion  to its du ty  to review and propose 
p e rm a n e n t  fu n d  e n a b l i n g  l e g i s l a t i o n ,  the 
committee is re spons ib le  fo r  p rov id ing  fo r 
e n a c tm e n t  o f  th e  R e n e w a b le  R e s o u r c e s  
D eve lopm en t Fund  (R R D F ) .

T h e  R R D F ,  passed by the leg is la tu re  in 1974, 
receives not less th an  5 per cent o f  the receipts 
f rom  bonuses, ren ta ls  an d  ro ya l t ie s  fo r  the 
reh ab i l i ta t io n ,  enhancem en t and  deve lopmen t o f  
renew ab le  resource p rog ram s .

T h e  comm ittee fo rm ed  a subcommittee to 
exam ine  the R R D F .  The  subcommittee 's work 
ove r the in te r im  cu lm ina ted  in a wo rk  d ra f t  which 
w il l be taken  up once aga in  by the committee when 
the T en th  A la s k a  le g is la tu r e  convenes.

T h e  work d ra f t  sets up a co rpo ra t ion , ca lled 
the A la s k a  R enewab le  Resources C o rp o ra t ion  
(A R R C ) .  T he  co rpo ra t ion  is an  independent, non- 
ta xab le  pub lic  co rpo ra t ion  m anaged by a three- 
member hoard  o f  trustees. T rustees are appointed 
by the g o ve rn o r  and  con f irm ed  by the leg is la tu re  
fo r  fou r-yea r terms. T hey  a re  fu l l- t im e and

sa la r ied . T rustees a re  empowered to em p lo y  an 
executive d irec to r and  s ta f f .  T h ey  a ls o  a re  
empowered to render f in anc ia l ass is tance with in 
the cons t ra in ts  set in the wo rk  d ra f t .

T he  co rpo ra t ion  is designed to give g ran ts , 
lo an s ,  lo an  gua ran tees  and o the r f in anc ia l 
ass is tance to p ro jec ts  and p rog ram s  tha t iden ti fy  
and  dem ons tra te  new products, m a rke ts  and 
techno log ies in renewab le resources.

The  co rpo ra t ion  is subject to the same con f lic t 
o f  in terest and  repo r t ing  requ irements as the 
pe rm an en t fund co rpo ra t ions .

The  co rpo ra t ion 's  pu rpose is to prov ide 
f in a n c ia l  and  techn ica l ass is tance to pro jects and 
p rog ram s  tha t a re  o f  h igh e r  l is k  th an  's 
accep tab le to p r iva te  f in anc ia l m a rke ts . It is the 
“ lead ing  edge”  o f  the state 's e f fo r ts  to deve lop 
v iab le , s tab le  renewab le  resource businesses and 
to prov ide f in anc in g  lo r  commerc ia l,  t rad i t ion a l 
an d  common uses o f  the s ta te ’s renewab le  
resources.

XI Summary
The  House Specia l C omm ittee  on the 

P e rm an en t  Fund 's e f fo r ts  w ill result in three hi 11s 
a s  described p rev ious ly . One w ill es tab lish  the 
A la s k a  Pe rm anen t Fund C o rp o ra t ion ,  the A la ska  
Enterprise Investment Corjxinition and the Investment 
O ve rs igh t Committee . The  second will p rov ide fo r 
the use o f  the pe rm anen t fund 's ea rn ing s . The 
th ird w ill es tab lish  the A la s k a  Renewab le 
Resources C o rp o ra t ion . As yet undecided is a 
lou r th  bil l on fo rm u la  budgeting .

The comm ittee ’s package a im s  a t fou r goa ls ;
F irs t ,  to be consisten t w ith the const itu t iona l 

am endm en t and statu te c rea t ing  the R R D F .
Second, to be re spons ive to pub lic desires and 

con su ltan t  advice.
T h ird ,  to insu re th a t the public w il l rem a in  

in fo rm ed  abou t the activ it ies o f  its permanent 
fund and  R R D F  m anage rs .

Fou rth , to f i t  the p e rm anen t fund and R R D F  
into the ex is t ing  public f in anc in g  structure .



In  a c c o m p l i s h in g  th i s  l a s t  g o a l ,  the 
comm ittee ’s p roposa ls  seek to avo id  both 
unnecessa ry  r isk  to the p e rm an en t  fund and  
dup lica t ion  o f  ex is t ing  f in an c ia l  services.

In look ing  a t  the struc tu re  o f  pub lic  f in ance 
w ith the committee's p rop o sa ls  inc luded (C h a r t  5 ), 
it is conven ient to d iv ide  it in to  th ree r isk  
categories ; h igh r isk , med ium  risk  an d  low risk.

H igh risk  wou ld  inc lude po rt ion s  o f  the 
genera l fu nd ’s budge tand  lo an  p rog ram s  and  part 
o f  the A la s k a  Renewab le  Resou rces C o rp o ra t ion .

Medium risk would inc lude po rt ion s  o f  those 
listed above  and pa rt  o f  the A la s k a  En te rp r ise  
In ve s tm en t Fund .

Low risk  would include the A la s k a  P e rm an en t  
Fund C o rp o ra t ion ,  p a r t  o f  the A E IC ,  and  some 
state loan  p rog ram s .

T h is  then, is the House comm ittee ’s p rop o sa l ,  
to prov ide fo r  public purposes w ith pub lic  fu nd s  
from  high risk to low.

The  committee welcomes a n y  com m en ts  you 
m igh t have on its p roposa ls  o r  a n y  p rop o sa ls  o f  
y o u r  own. You can write to the House Spec ia l 
Comm ittee on the P e rm anen t Fund , Pouch  V , 
Juneau , 99S1 ].

I Introduction
I n  N o v e m b e r  1 9 7 6  A l a s k a n  v o t e r s  

o v e rw he lm ing ly  approved an  am endm ent to 
Section 15, A rtic le  IX  o f  the sta te  constitu tion 
c rea t ing  the A la s k a  Pe rm anen t Fund .

T he  am endm en t reads:
"A t  least twenty-five per cent o f  a l l  m in e ra l 

lease ren ta ls ,  roya lt ie s , ro y a l ty  sa le proceeds 
federa l m in e ra l revenue sh a r in g  paym en ts  and 
bonuses received by the S ta te  o f  A la s k a  sh a l l  be 
p laced in a pe rm anen t fund, the p r inc ipa l 
o f which shall be used only for those income-producing 
investments spec i f ica l ly  designated by law  as 
e lig ib le fo r  p e rm anen t fund investments . A l l 
income from  the pe rm anen t fund sh a l l  be 
deposited in the genera l fund un less otherw ise 
provided by law ."

The  am endm en t de fines the pe rm anen t fund 
in b road  terms. It leaves to the leg is la tu re  and the 
go ve rn o r  the task o f  re f in ing  the fund: what it is, 
w ha t it does and  how it works.

These re finements w il l be conta ined in the 
pe rm anen t fund enab ling  leg is la t ion  passed by 
the House and  Senate and  approved by the 
gove rno r .

T he  House Spec ia l Comm ittee  on the 
Pe rm an en t Fund was created du r ing  the p a s t 
l e g i s l a t i v e  s e s s i o n  to c o n s i d e r  p r o p o s e d  
pe rm anen t fund en ab l ing  leg is la t ion  and to 
propose its own en ab l ing  leg is la t ion . The  
committee has  been w o rk ing  du r ing  the in te rim  to 
de te rm ine what A la s k a n s  see as the pe rm anen t 
fund 's goa ls  and  how  to best ach ieve those goa ls .

( F o r  a more complete h is to ry  o f  the A la s k a  
P e rm an en t Fund , see the comm ittee ’s p re l im in a ry  
report, The Ro le  o f  the P e rm an en t F u nd  in 
A I its ha ‘.s- Futu re .)

When the second session o f  the Ten th  
Leg is la tu re  convenes (in J a n u a ry  1978), the 
committee in tends to hold public h ea r ing s  on its 
proposed pe rm anen t fund en ab l ing  leg is la t ion .

T h is  report is intended to review what the 
committee has  done and what its proposed 
en ab l ing  leg is la t ion  w il l do about the A la s k a  
Pe rm anen t Fund .
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IV What the committee did
W h i l e  g a t h e r i n g  p u b l i c  o p i n i o n  a n d  

p ro fe ss iona l advice, the committee began w o rk ing  
on its p roposa l f o r  pe rm anen t fund en ab l ing  
leg is la t ion . T h is  work focused on f ive  m a in  
questions.

F irs t ,  how  much m oney shou ld  be put in to  the 
pe rm anen t fund?

Second, w hat shou ld  be the f u n d ’s f in a n c ia l  
goa ls?

Th ird , how shou ld  the fund be m an aged ?
Fou rth , how shou ld  fund m an age rs  be m ade  

accountab le to the public?
F i f th , w h a t shou ld  be done w ith the e a rn in g s  

o f  the fund?

V How much money should be put 
into the permanent fund?

The  const itu t iona l am endm en t requires tha t 
at leas t 25 per cent o f  the specified revenues be put 
in to the pe rm anen t fund. T h is  m eans , obv ious ly ,  
th a t  m ore money could be put in to  the fund . But. in 
a l l  p robab i l i ty ,  at leas t a po rt ion  o f  the specified 
w i l l  he needed to f inance state gove rnm en t .

In  the fo rseeab le fu tu re the va s t  m a jo r i t y  o f  
p e rm anen t fund d o l la r s  w il l come f rom  the fu n d ’s 
sh a re  o f  the s ta te ’s 121 per cent ro y a l t y  sh a re  o f  
P rudhoe  B a y  oil . W h i le  the committee was 
w o rk ing , pro jec tions o f  revenue from  th is  source 
tu rned downward .

T h is  downtu rn  was caused p r im a r i ly  by two 
events.

F irs t ,  the exp los ion  at Pump S ta t ion  S lim ited 
the am ount o f  o i l f low ing  th rough the trans- 
A la s k a  pipeline. Th is , in tu rn , l im ited the am oun t 
o f  oil the state received a s  its ro y a l t y  sha re . It is 
es timated that Pump S ta t ion  S w il l be repa ired  by 
M arch  I!)7,V But unti l it is repaired the state 's 
ro y a l t y  sha re  w il l be rough ly  h a l f  o f  what had 
been antic ipated .

Second, the re jection o f  the In te rs ta te  
Com merce  C omm iss ion 's  in te rim  p ipe line t a r i f f  
put into effect su b s tan t ia l ly  h igh e r  ta r i f f s  
requested h \ the t ran s -A la ska  p ipe line ’s owners .

The t a r i f f  is the fee charged  by  p ipe line 
owners to t ran spo r t  od th rough  the p ipe line . T he  
h igher the ta r i f f ,  the lowe r the p ro f i t  per b a r re l  o f  
oil fo r  the owner o f  the oil . W ith  the excep tion  o f  
the S ta te  o f  A la s ka ,  the ow ne rs  o f  P ru d h o e  B a y  oil 
a lso  are the owners o f  the t r a n s -A la s k a  p ipe line . 
So, the in te rim  t a r i f f  re jection m eans  th a t  the s ta te  
must pay an add it iona l $1 .35 per b a rre l ,  on the 
average , to t ran spo r t  its oil th rough  the p ipe line . 
The result: the s tate loses an  ave rage  o f  $1 .35  pe r 
ba rre l p ro f it on its r o y a l t y  sh a re  o f  P rudhoe  B a y  
oil.

H ighe r tanke r cha rges and unan tic ipa ted  
field treatment charges a lso  m ay  reduce the 
state's p ro fit on its r o y a l t y  oil.

T h is  downtu rn  o f  revenue from  P rudhoe  B a y  
has had a s im i la r  effect on the s ta te ’s g ene ra l 
fund, creating a deficit in antic ipated revenue fo r  
the cu rrent f isca l y ea r  o f  between $50  m i l l io n  an d  
$100 m i l l ion  as o f  th is w rit ing .

Ad justm ents in the state 's oil ta x a t io n  po licy  
could he lp offset this genera l fund revenue defic it. 
But such ad ju s tm en ts  would not m ake  m ore  
money av a i la b le  to the permanent fund since tax 
revenues cannot go in to the pe rm anen t fund .

V9II How should the fund managers 
be made accountable to the public?

Since the pe rm anen t fund is public m oney , the 
committee rea lized the need fo r  those who 
m anaged  it to be accountab le  to the pub lic fo r  their 
ac tions . So the comm ittee ’s p roposed pe rmanen t 
fund en ab l in g  leg is la t ion  inc ludes severa l 
p rov is ion s  designed to insu re that accoun tab i l i ty .

F i rs t ,  m embers o f  the A P K C  board  o f  trustees 
and the A K IC  po licy boa rd  a re  appointed by the 
g o ve rn o r  and  con f irmed by the leg is la tu re . T h is  
insu res that the pub lic ’s elected rep resen tat ives 
must be sure that members o f  the boa rd s are 
qua li f ied .

Second, the p roposa l requires that both 
co rpo ra t ion s  report d irect ly to the public in p la in 
K ng l ish  what they have done a id why du ring 
each year .

T h ird ,  a l l  boa rd  members and emp loyees o f  
both co rpo ra t ions  are subject to th e s ta te ’seon f i ic t 
o f  interest law.

F ou rth , both c o rpo ra t ion s  are cons t ra ined  in 
severa l w ays  by  the p rov is ion s  o f  the comm ittee ’s 
p roposa l .

F i f th ,  the comm ittee ’s p roposa l creates an 
Inves tm en t O ve rs igh t Comm ittee ( IO C )  o f  the 
leg is la tu re , designed to m on ito r  the activ it ies o f  
both c o rpo ra t ion s  and a l l  o the r agencies o f  the 
state which pe r fo rm  lend ing , bo rrow ing  o r 
investm ent func tions ( th is  would inc lude the 
Renewab le  Resources D eve lopmen t Fund , the 
ex is t ing  s tate loan  p rog ram s and the Department 
o f  Revenue).

'I'he IO C  is ' imposed o f  eight members : the 
Pres iden t o f  the Senate , the Speake r o f  the 1 louse 
and  three members appoin ted from  each house. At 
least one m ember f rom  each house s h a l l  he a 
m ino r i ty  member.

In add it ion  to its m on ito r ing  responsib i l it ies , 
the IO C  must report to the leg is la tu re  its 
recommenda tions rega rd ing  the c on f i rm a t ion  o f  
suggested appointees .



OX What should be done with the 
earnings of the fund?

Tin? pe rmanent fund w il l produce ea rn ing s  
f rom  both co rpo ra t ions . The  committee found 
du r ing  its public pa rt ic ipa t ion  process that 
d e m a n d s  on  th ese  e a r n i n g s  a r e  i n f i n i t e .  
Revenue /expend itu re  p ro jec t ions indicate that 
the pe rm anen t fund w il l not produce su ff ic ien t 
e a rn ing s  to provide m oney fo r  a l l  the suggested 
pro jec ts and p rog ram s. (U n d e r  the most op tim ist ic  
p ro jec tions , a t  a h igh ly  op tim ist ic  ra te  o f  re tu rn  o f  
10 per cent, the pe rm anen t fund w il l re tu rn  .Slot) 
m i l l ion  in lOSn. Th is  is between one-fi fth and  one- 
s ix th  o f  the current f isca l year 's  budget.)

Tin* committee has  chosen to in troduce a 
separa te  piece o f  leg is la t ion p rov id ing  fo r  the use 
o f  the permanent fund's ea rn ings . Based on the 
public 's demand fo r funds fo r  energy , the 
comm ittee ’s p roposa l is to use pe rm anen t fund 
ea rn ing s  a s  a gua ran tee  fo r  bonds issued by 
gove rnm en ta l agencies fo r  power projects.

Gua ran tees  a re  a com m itm en t to pay  an y  
de fau lt  on interest o r  p r in c ipa l p aym en ts  on

bonds. Once the g ove rnm en t agency issu ing  the 
bonds m akes these paymen ts , the po rt ion  o f  
pe rm anen t fund ea rn ing s  used as the gu a ran tee  
would be freed and  f low to the pe rm anen t fund  o r  
genera l fund .

The  comm ittee ’s recom m enda t ion  is th a t  the 
ea rn ing s  be re turned to the pe rm an en t fund . 
Un le ss  th is o r some o the r recom m enda t ion  is 
approved , the ea rn ing s , unde r the con s t i tu t ion a l 
amendment, w ill go to the gene ra l fund .

T h i s  p r o p o s a l ,  a c c o r d i n g  to  f i n a n c i a l  
adv iso rs , wou ld d raw  more p r iva te  me . . „ y  a t  lower 
ra tes to A la s k a  fo r  power pro jects. It wou ld no t 
expose the fund 's e a rn ing s  to excessive r isk  o f  loss 
due to de fau lt .

The committee 's use o f  e a rn in g s  p ropo sa l is 
an attempt to assis t A la s k a n s  in the creat ion  o f  
power projects. It a ls o  is a d iscuss ion  p roposa l ,  
designed to sp a rk  fu r th e r  debate in the leg is la tu re  
and  th roughou t the s ta te on what A la s k a n s  want 
pe rm anen t fund e a rn in g s  to accomp lish .

Ill What the consultants said
In  con junc t ion  w ith its public pa rt ic ipa tion  

p rog ram , the committee h ired con su ltan ts  and 
lured ad v iso rs  to assis t it.

T he  consu ltan ts  were D r. Be lden D an ie ls  o f  
H a rv a rd  U n iv e r s i t y ’s D epa rtm en t o f  C ity  and 
R eg ion a l P la n n in g ; D r. A r lo n  Tuss ing , D r. Scott 
G o ld sm ith  and Lee Go rsuch  o f  the U n iv e rs i ty  o f  
A la s ka 's  Ins t itu te  fo r  Soc ia l and  Econom ic 
Research ; the f in anc ia l  consu lt in g  f i rm  o f  White , 
Weld and C om pany ; the f in an c ia l m anagem en t 
consu lt ing  f i rm  o f  P r ice W ate rh ou se  and 
C om pany .

T he  ad v iso rs  were D r. D on a ld  G o rdon  o f  
S im on  F r a s e r  U n iv e rs i ty ;  D r .  B a rb a r a  B e rgm an  
o f  the U n iv e rs i ty  o f  M a ry la n d ;  Robert B lix t , 
executive sec re ta ry  o f  the M inneso ta  S ta te  B oa rd  
o f  Inves tm ent ; "Perry M ag ra th  o f  F ide li ty  
M a n a g e m e n t ;  a n d  r e p r e s e n t a t i v e s  o f  
M anu fa c tu re rs  H an o v e r  T rus t .

A dd it iona l ass is tance and advice were 
ga the red  from  state o ffices and  agencies, 
p a r t ic u la r ly  the Leg is la t ive  A f fa i r s  Agency . The 
committee a lso  drew heav i ly  upon prev ious work 
d o n e  by the S t a t e  In v e s tm e n t  A d v i s o r y  
Comm ittee .

In  o rde r to keep th is report as concise as 
possib le , no deta i led e xp lan a t ion  o f  the adv ice o f  
every  consu ltan t and ad v iso r  is o f fe red here.

R a th e r ,  a  b r ie f  sum m a ry  o f  the m a in  po in ts o f  
consensus i l lu s t ra te s  the p r in c ip les  that guided 
the committee.

F i rs t ,  the pe rm anen t fund is no t necessa r i ly  a 
vehic le f o r  f in an c in g  m a jo r  com merc ia l o r  
indus tr ia l en te rp rises in A la s k a .  Such enterprises , 
i f  sound, w i l l  receive f in an c in g  f rom  ex is t ing  
sources. I f  they are not sound then they a re  not 
p rope r inves tm ents  fo r  the p e rm anen t fund. In  
some cases it m ay  benefit the state to o f fe r  
gua ran tees fo r  the f in anc in g  o f  pro jects , but such 
po licy decis ions p rope r ly  a re  m ade th rough the 
po lit ica l process.

Second, the pe rm anen t fund canno t create 
sound enterprises. I f  o the r fac to rs  a re  adverse 
( lack  o f  marke t , product cost) pe rmanent fund 
investment, w ill no t he lp .

Th ird , f in a n c ia l ly  sound sm a l l  and  meduim 
scale enterprises, p a r t icu la r ly  in ru ra l  a reas  o f  
A la ska ,  m ight be p roper pe rm anen t fund 
investments because they m ay  no t be receiv ing 
m oney from ex is t ing  sources due to in s t itu t iona l 
ba rr ie rs  ( lack o f  know ledge , d is tance) .

Fou rth , pe rm anen t fund m an age rs  ought to 
be a l lowed m ax im um  latitude fo r  m ak in g  specific 
investments cons is ten t w ith po licy  d irection .

F i f th , permanent fund m an age rs  ough t to be 
accountab le  to the public th rough  the leg is la tu re  
and  g o ve rn o r  and th rough public repo r t ing  
requirements .



These powers inc lude h i r in g  an executive 
d irecto r and  ap p ro v in g  s ta f f ,  as  we ll as 
con trac t ing  with p r iva te  f irm s .

T he  cons t ra in ts  on the trustee are a s  fo l low s : 
They  must m anage  the c o rp o ra t io n ’s assets 
p r u d e n t l y  a n d  m a i n t a i n  a r e a s o n a b l e  
d ive rs i f ica t ion  o f  investments . T hey  m ay  not 
bo rrow  m oney o r  p rov ide lo an  guaran tees . T h e i r  
inves tm ents  must be income p roduc ing and  are 
lim ited to U .S . gove rnmen t gua ran teed  bonds, 
f irs t mortgages and  co rpo ra te  stocks and  bonds. 
No more than  30 per cent o f  the c o rp o ra t io n ’s 
assets m ay  be invested in stocks. The  trustees a re  
subject to public report ing  requ irem ents  and 
ex te rna l audit.

T he  second co rpo ra t ion , ca lled  the A la s k a  
En te rp r ise  Investm ent C o rpo rta t ion  (A E IC ) ,  is 
e s sen t ia l ly  a deve lopmen t bank . It receives one- 
s ix th  o f  the revenue dedicated to the p e rm anen t 
fund up to $100 m i l l ion . When that am oun t  has  
been paid into the A E IC  th a t  one s ix th  reve r ts  to 
the A la s k a  P e rm an en t Fund C o rp o ra t ion .

T h e  A l a s k a  E n t e r p r i s e  I n v e s t m e n t  
C o rp o ra t ion  is an  independent, n on - taxab le  
pub lic co rpo ra t ion  m anaged by  a seven member 
po licy board . One member o f  the po licy boa rd  is 
appointed by the g o ve rn o r  f rom  the executive 
b ranch . The  o the r six a re  appoin ted by the 
g o ve rn o r  and con firmed by the leg is la tu re  f rom  
the genera l public. The  pub lic members a re  
unsa la r ied , pa rt-time and  serve fou r -yea r terms.

T he  po licy boa rd  members a re  empowered to 
appo in t an  executive d irecto r and  members o f  the 
inves tm ent committee, set po licy fo r the A E IC  
w ith in s ta tu a to ry  cons t ra in ts  and m on ito r  the 
c o rp o ra t io n ’s p lan s  and  pe r fo rm ance .

T he  executive d irecto r is empowered u> hire 
and fire s t a f f  and  serve as a member o f  the 
inves tm ent committee . He is re spons ib le  to the 
po licy board  fo r  the c o rp o ra t io n ’s pe r fo rm ance .

T he  o the r fou r  m embers o f  the inves tm en t 
committee a ls o  a re  appo in ted by the po l icy  boa rd .
They  a re  fu l l-t ime, sa la r ied  and  se rve fou r -yea r  
terms. The inves tm en t comm ittee is so le ly  *
r e s p o n s ib le  f o r  a p p r o v i n g  a l l  i n v e s tm e n t  
proposa ls .

4
The co rpo ra t ion  is designed to p rov ide  

f in anc ia l  ass is tance to f in a n c ia l ly  sound sm a l l  
and medium sca le  p roductive p r iva te  en te rp rises 
and community development projects. In doing so it 
m ay bo rrow  up to $100 m i l l ion , p rov ide  f in a n c ia l  
guarantees and  loan s , and  pu rchase  up to a 25 per 
cent ownersh ip  in an  en terp rise o r  project. U p  to 50 
per cent o f  its f in anc ia l resources m ay  be used to 
finance p r iva te  en terprises : the o th e r  50 per cent 
m ay  be used fo r  com m un ity  deve lopment p ’ e jects.

A l l  co rpo ra t ion  inves tm en ts  must ue made 
accord ing to m a rke t  ra tes an d  te rm s. The  
co rporat ion m ay  no t g ive f in a n c ia l  a ss is tance  o f  
more than  $2.5 m i l l ion  to a n y  en te rp r ise  o r  p ro ject 
without leg is la t ive  ap p ro va l .  T h e  co rpo  a t ion  
m ay  not use its m oney to rep lace p r iv a te  cap ita l .

The  co rpo ra t ion  is subject to pub lic repo r t ing  
requ irements and ex te rn a l audit.

Thus the House comm ittee ’s p ropo sa l sets 
aside most o f  the pe rm anen t fund as a t ru s t  to 
preserve its p r in c ipa l and  produce e a rn in g s  f rom  
secure investments . The. b a lan c e  o f  p e rm an en t 
fund revenues, up to $100  m i l l io n ,  a re  designa ted 
fo r a deve lopment b a n k  designed to find a n d  f i l l  
cap ita l gaps in A la s k a  on an income-p roduc ing 
basis. Both co rp o ra t io n s  a re  insu la ted  f rom  «
politics in the ir day-to -day op e ra t ion s  but subject 
to policy decis ions made by the pub lic  th rough  the 
po lit ica l process.

The  comm ittee ’s p roposa l ,  in sh o rt ,  is 
designed to p rov ide both f in an c ia l security  and 
reasonab le  f in an c ia l  ass is tance  to cu rren t and 
futu re A la s k an s .

T he  o the r fac to r a f fec t ing  the am oun t  o f  
m oney  a v a i la b le  fo r the pe rm anen t fund is the 
level o f  sta te  spend ing . Money spent on state 
gove rnmen t pro jects and  p r o g ram sc a n n o tg o  in to  
the pe rmanent fund.

T h is  has led some to suggest th a t  100 per cent 
o f  the specified revenues be put into the pe rm anen t 
fund so tha t none o f  the specified revenues can be 
used to f in ance  state gove rnm en t. But such an 
app roach , revenue expend itu re  p ro jec t ions show, 
would soon leave insu ff ic ien t revenue to f in ance 
state g ove rnm en t even i f  there was no rea l grow th 
( th a t  is, more d o l la r s  spent per person a fte r 
in f la t ion  effects are subtracted ) in the state 
budget. (See cha rt  1)

Such a s ituation , ca lled de fic it spend ing , is 
proh ib ited by  the state constitu tion .

P ro jec t ions , it is im po r tan t  to remember, c a r ry  
no gua ran tee . C hanges  m ay  occur ( ta r i f f s  m ay  be 
lowered once aga in , new sources o f  revenue m ay  
be found ) th a t  the p ro jec t ions do n o t  take  into 
account. T h e y  a re  p la n n in g  too ls and a re  not 
intended as ou tr igh t p ro jec tions o f  the future.

T he  committee took these pro jec tions into 
account as it worked on its proposed pe rmanent 
fund en ab l in g  leg is la t ion .

It is im po r tan t to note tha t , in add it ion  to 
w hateve r m oney  is put into the pe rm anen t fund, 
there tire p rev ious cons t ra in ts  on state revenue. 
T hese  inc lude a 5 per cent ded icat ion to the 
R e n e w a b le  R e s o u rc e s  D e v e lo p m e n t  F u n d ,  
p aym en ts  to the A la s k a  N a t ive  Fund  and  fixed 
assets in v a r iou s  state loan  funds.

T he  comm ittee ’s p roposa l puts 30 per cent o f  
the specified revenues, with the exception o f  
bonuses, into the pe rmanen t fund. T h e  latest 
revenue expend itu re p ro jec tions show th a t this 
wou ld put the pe rm anen t fund's va lu e  by 1035 
between a low  o f  $003 .3  m i l l ion  and a h igh o f  $1.5 
b i l l ion . Those f igures do not inc lude a n y  ea rn ing s  
f rom  the pe rm anen t fund that m ight be re turned 
to the pe rmanent fund. (See ch a r ts  2, 3  and  -1) 

The  committee's p roposa l puts 100 pe rcen t o f  
bonuses (m inu s  5 per cent fo r  the Renewab le 
Resources Deve lopmen t Fund and 2 pe rcent, unti l 
it is paid o f f ,  fo r  the A la s k a  N a t ive  Fund ) into the

p e rm an en t fund. T h e  committee decided that no 
bonus m oney shou ld  go in to  the genera l fund 
because such a po licy  could lead to the p rem atu re  
sa le  o f  leases s im p ly  to ba lance  the state budget.

T he  committee is con t inu ing  to s tudy its 
f o rm u la  budgeting concept, a l th ough  it is not 
con ta ined  in the committee's p roposa l.  G ene ra l ly ,  
th is  concept requires the e s tab lishm en t o f  a 
f o rm u la ,  based on the prev ious y e a r ’s budget, fo r  
se tt ing budget g row th . Once the revenue required 
by  the fo rm u la  was provided , a l l  o the r revenue 
wou ld  f low  to the pe rmanen t fund. The fo rm u la ,  o f  
course, could not a l low  the pe rm anen t fund 
con tr ibu t ion  ra te to fa l l  be low the 25 per cent 
requ ired by the am endment.



N o l i * :
In all cases |ierinaneMi liintl earning.-, are as­

sumed to return tn (he griicr.il fund. Other under­
lying  assum ptions are.'

In Chart 2, wellhead values increase 2 .a' 
annually; expenditures increase In ',  annually; 
tariffs are ahuiit $t>.25 per harrel: the Stale loses 
the dispute over deduction of treatment c o s t s  for 
royalty calculations; the stale severance lax 
"flo o r"  remains at M)c per harrel (c<|invnlent to a 
wellhead value of about Sib.fill per barrel).

In Chart .’I. the State is successful in its suit to 
halt deduet inn of field treatment eosls for royalty 
calculations and that tin* tariff dispute i- resolved 
by "splitIm>* the dilfcrenec" between 'be interim 
t a r i f f  of S 1.1)1) per barrel and the company tariff of 
$b.2T) per barrel. With those additions to wellhead 
value. and sultsc<|iicin years' oil prices in­
crease ;i.7 ,v ; annua l l y ;  the state severance tax 
"flo o r"  remains at St»•: per harrel; and slate e x­
penditures increase 10' annually.

In Chart I. the State prevails m both the 
treatment cost and tariff dispute, addin" about 
§1 2)7 per barrel over current value; oil prices rise 
~>'i annually; expenditures increase 7.:V< annually; 
the severance tax "flo o r"  remains at ."'lie per barrel

S m i l e .  1 Ji v i-.iiill ill l.i'ia l.itlU- I t i - M M f c h

VI What should be the financial 
goals of the fund?

The f in an c ia l  goa ls , g en e ra l ly ,  are dictated by 
the const itu t iona l am endm en t. On questions 
where the am endment is mute, the committee 
lo o k e d  to  e x p re s s e d  p u b l i c  o p in io n  and  
p ro fe ss ion a l advice fo r  its answers . Based on this, 
the committee m ade three basic decis ions on the 
fund 's  f in anc ia l goa ls  and  embodied them in its 
p roposa l.
F i rs t , the m a in  goa l o f  the pe rm anen t fund is 
pe rmanence ; th a t is, the fu nd ’s p r im a ry  purpose is 
to preserve the m oney put in to  it. T h is  dictates 
t h a t  i n v e s tm e n t  r i s k  be m in im iz e d ,  th a t  
pe rm anen t fund investments be as secure as 
possible.

Second, fund inves tm ents  must produce 
income. This ru les out inves tm ents  in pro jects and 
p rog ram s that w i l l not re tu rn income d irect ly  to

the fund . W ithou t d ic tating a specific leve l o f  
re tu rn , the committee decided th a t pe rm anen t 
fund inves tm en ts  must meet m a rke t  ra tes an d  
te rms to insu re , in s o fa r  a s  possib le, th e ir security 
and  ab i l i ty  to produce income.

T h ird ,  a po rt ion  o f  the pe rm anen t fund shou ld  
be used fo r the benefit o f  cu rren t A la s k an s ,  as lon g  
as tha t use is secure and income producing .

In  m ak ing  these decis ions the committee 
rea lized that it w as ru l in g  out m an y  types o f  
investments , inc lud ing  h ig h ly  specu la tive and 
subsid ized investments . It a lso  rea lized , however, 
th a t the pe rm anen t fund is o n ly  one o f  severa l 
f in anc ing  veh ic les a v a i la b le  to the state and tha t 
it was unnecessa ry , as well as unwise, to try  to 
design a pe rm anen t fund to do till th ings.

VII How should the fund be managed?
Bused on its decision on the fu nd ’s f in anc ia l 

g oa ls  the committee , w ith the ass is tance o f  its 
c o n s u l t a n t s  a n d  a d v i s o r s ,  c r e a t e d  tw o 
co rpo ra t ions .

The firs t , ca lled the A la s k a  Pe rm anen t Fund 
( 'o rpnration t A I ’ F ( '), is e s sen t ia l ly  a trust fund, ll 
receives five -s ix ths o f  the permanen t fund revenue 
unti l the second co rpo ra t ion  is paid its $1011 
m i l l ion ; then it receives a l l  the permanent fund 
revenue.

T h e  A la s k a  P e rm anen t Fund C o rp o ra t ion  is 
an independent, non -taxah ic  public co rpo ra t ion  
m anaged by a th ree -member hoard  o f  trustees.

T h e  A P F C  board 's  members tire appoin ted by 
the g o v e rn o r  and con f irmed by the leg is la tu re  fo r  
fou r-yea r te rms. T h e y  receive no s a la r y  and se rve 
on a pa rt- t ime basis . The tr islees are empowered 
to m an age  and invest the co rpo ra t ion 's  assets 
w ith in the cons t ra in ts  o f  the comm ittee ’s 
p roposa l .



E R R A T A  S H E E T

1. P a g e  7, line 26 f o l l o w i n g  the w o r d  " o b l i g a t i o n "  add:

" w h i c h  m a y  b e  i n v e s t e d  w i t h o u t  l i m i t a t i o n  as to yield ".

2. P a g e  8, line 11 f o l l o w i n g  the w o r d s  "per c e n t "  add:

" o f  the p r i n c i p a l  am ount".

3. P a g e  8, li ne  13 f o l l o w i n g  the w o r d s  "per c e n t "  add:

" o f  t he p r i n c i p a l  amount".

4 P a g e  8, li n e 16 f o l l o w i n g  the  w o r d s  "per c e n t "  add:

" o f  t he r e m a i n i n g  p r i n c i p a l  b al an ce ".

3. P a g e  8, li ne  18 f o l l o w i n g  t h e  w o r d s  "pe r c e n t "  add:

" o f  the r e m a i n i n g  p r i n c i p a l  ba la n c e " .

6. P a g e  9, line 23 f o l l o w i n g  the w o r d s  "per c e n t "  add:

"of the r e m a i n i n g  p r i n c i p a l  b a l a n c e " .

7. P a g e  10, l in e  24 f o l l o w i n g  t h e  w o r d  " i n s t r u m e n t a l i t y "  

add: "loans".

8. P a g e  20, li n e 10 d e l e t e  Lhe w o r d  " s e c t i o n "  a n d  s u b s t i t u t e  

" p a r a g r a p h " .

9. P a g e  2.0, line 18 and 19 d e l e t e  all m a t e r i a l  a n d  s u b s t i t u t e  

"(3) T h e  b o n d s  s h a l l  b e  p r e p a r e d  b y  the m u n i c i p a l i t i e s  

a t t o r n e y ,  a p p r o v e d  by the a t t o r n e y  g e n e r a l  a n d  n e e d  not:

b e  in d e f i n i t i v e  form".



10. P a g e  20, line 21 and 22 f o l l o w i n g  the w o r d  "yea rs " add

" a v e r a g e  l i f e "  a n d  d e l et e " o n  an e v e n  a n n u a l  debt

s e r v i c e  basis".

11. P a g e  24, line 15 d e l e t e  the w o r d  " m a y "  a n d  s u b s t i t u t e

" sha ll ".

12. P a g e  28, l i n e  9 f o l l o w i n g  the w o r d  " o l d e r . "  add:

" E x c e p t  f o r  l o an s m a d e  u n d e r  sec. 330 o f  the chapter".

13. P a g e  37, l i n e  1 d e l e t e  "Sec. 4 4 . 9 6 . 4 7 0 "  a n d  iiisert

"Sec. 4 5 . 9 6 . 4 7 0 "

14. P a g e  37, l i n e  18 d e l e t e  "Sec. 4 4 . 9 6 . 4 8 0 "  a n d  insert

"Sec. 4 5 . 9 6 . 4 8 0 " .

15. P a g e  38, l i n e  1 d e l e t e  "Sec. 4 4 . 9 6 . 4 9 0 "  and insert

"Sec. 4 5 . 9 6 . 4 9 0 " .

-2-



2 n d  E R R A T A  S H E E T  - SB 429

P a g e  59, line 29 f o l l o w i n g  " 1 97 7. " A d d  " F o r  the fiscal y e a r  

e n d i n g  J u n e  30, 1 97 8 the a m o u n t  t r a n s f e r r e d  is the amount 

r e m a i n i n g  in the g e n e r a l  f un d at the end o f  the f i s c a l  y e a r . "



3 r d  ERRATA SHEET - SB 4 2 9

1. Page 7, line 11 mid 12 delete "This sub-account consists of the lesser 

of" and substitute "Each year the amount equal to the greater of"

2. Page 7, line 17 following the word "year" add: ''shall be placed into 

the sub-account."

3. Page 7, line 17 delete the word "not".

4. Page 59, line 27 add: 45.86.010 - 45.86.060 (Water Resources Revolving 

Loan Fund)
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The following report explains the Senate proposed legislation regarding 
utilization and management of the Permanent Fund and the Renewable 
Resources Development Fund. Some key points of the Senate legislation 
are:

Dear Alaskan:

C O N T R I B U T E  T O  L O W E R  C O S T  O F  L I V I N G

F I N A N C I A L  D E V E L O P M E N T  F O R  

R E N E W A B L E  R E S O U R C E S

S E C U R E  P E R M A N E N T  F U N D  M O N I E S

W I T H  H I G H  G R A D E  I N V E S T M E N T

Please feel free to submit any comments you may have regarding the 
Senate proposal to:

R E D U C E  B U R E A U C R A C Y

P R O V I D E  G R E A T E R  C O N T R O L

M A X I M I Z E  B E N E F I T S  T O  A L A S K A N S

O P T I M A L  P R O G R A M  A C C O U N T A B I L I T Y

L O W E R  H O U S I N G  C O S T S

Senator George Hohman, Chairman 
Senate Special Committee on the Permanent Fund

Pouch V 
Juneau, Alaska 99811

Senate Special Committee on the 
Permanent Fund
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In November of 1976, Alaskan voters approved a constitutional 

amendment which provides that at least 251 of certain non-renewable 

resource revenues be placed in a permanent fund. The amendment requires 

that the money be used for income-producing investments designated 

eligible by the legislature. Unless the legislature otherwise stipulates, 

earnings from the permanent fund will go to the state's general fund.

Because of the impact of the permanent fund on Alaskans, various 

opinion polls have been conducted to assess public sentiment about state 

needs and priorities, with emphasis placed on the structure, management 

and use of the permanent fund (Dittman for the Senate Committee on the 

Permanent Fund, Dec., 1977; Rowan Group Report for the Office of the 

Governor, July, 1977; and the Alaska Public Forum Report, March, 1977).

In addition to using data generated by public hearings and public 

opinion polls, the Senate Committee on the Permanent Fund sent 

questionnaires to individuals in rural Alaska and the Alaska State Chamber 

of Commerce members for their input regarding permanent fund usage. From 

the responses received from both the questionnaires and the poll 

tabulations, various priorities surfaced. Many individuals feel there 

is a shortage of capital available for lending to business venture and 

far purchase and consti'uction of housing. Development of renewable 

resources (including agriculture, timber, and fishing) is a high priority. 

Community development also received support. At the same time, the 

respondents strongly urged that the permanent fund principal be invested 

in hi-grade guaranteed securities, thus maintaining the integrity of the 

fund for future generations.

INTRODUCTION
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The Senate Committee on the Permanent Fund, chaired by Senator 

George Hohman, has submitted legislation designed to address the expressed 

concerns of Alaskan citizens. The committee's legislation proposes to 

invest 100% of the permanent fund principal in hi-grade securities and 

use the earnings cts a guarantee for issuing revenue bonds. The proceeds of 

the bonds will be used to fund the Alaska Loan Programs Fund, which would 

expand, consolidate and administer the activities of existing state loan 

programs. The legislation also develops a plan for usage of the Renewable 

Resources Development Fund. The following report will address the Alaska 

Loan Programs Fund, the investment and management of the permanent fund, 

and the Renewable Resources Development Fund. There is also a section 

dealing with the Senate proposed Reserve for Capital Outlay Account which 

would be used to finance non-recurring expenditures.

MANAGEMENT OF THE PERMANENT FUND

Lombard-Wall, Inc., a New York management consultant firm, was assigned 

the task of making recommendations concerning the management of investment 

assets of the permanent fund. Lombard-Wall's senior Vice President, Mr.

Fred Branditz, came to Alaska specifically to review the structure, 

management and personnel of Treasury in order to evaluate the role that 

group might play in managing the permanent fund principal. In a report 

presented to the Senate Committee on the Permanent Fund, Lombard-Wall 

recommended the permanent fund be managed and invested by the Division 

of Treasury for the following reasons:

1) The expertise already exists within the infrastructure for most, if 

not all, the activities currently contemplated for the permanent fund.

The Treasury Division administers $1/2 billion of fixed income securities 

for the general fund an an additional $1/2 billion for 7 segregated funds.



3

2) Employing an entirely new staff to manage the permanent fund would 

present many difficulties and risks.

3) The combined resources of the permanent fund, the general fund and 

the pension funds will create a pool of assets sufficient to employ 

specialized, sophisticated investment techniques to a degree none could 

afford individually. Thus all areas will benefit from combined management.

4) The revenues accruing to the permanent fund derive from taxes and 

belong to all of the citizens of Alaska. Therefore, no conflict of interest 

can result from their management by an existing state agency.

5) Accounting techniques currently exist for allocating cost among the 

various funds.

The Lombard-Wall report also includes an analysis of the capabilities 

of the Division of Treasury. The report concluded that there is efficiency 

in management of funds currently assigned to Treasury and that the staff, 

in particular, appears capable of assuming greater responsibility. Braditz 

also recommends that the Treasury be reorganized to include delegation of 

line and staff duties, creation of several new positions, and improvement 

of certain support functions in order to maximize earnings from the larger 

pool of assets anticipated.

In addition to the study undertaken by Loinbard-Wall, letters received 

from the Treasury Divisions in other states indicate that placement of all 

state funds in the State Treasury is sound public policy.

In accordance with the above recommendations, the Senate Committee on 

the Permanent Fund has proposed a reorganization of Treasury to assure a 

program of sound investment policy, continuity and accountability to the 

legislative branch of government. A Division of Treasury would be created 

by statute, headed by a director subject to the merit system. The



4

director would be solely accountable for investment policy and management 

of the general fund, the permanent fund, and all other state funds. 

Additionally, he would be responsible for the organization and staffing 

of the Treasury Division.

The proposed legislation specifies those areas authorized for 

permanent fund investment. Primarily, it limits investment in corporate 

obligations to those with an 'A' or better rating, and allows only those 

securities which are federally insured. It may also be invested in bank 

certificates of deposit which are secured as to the payment of principal 

and interest in accordance with Alaska Law.

In order to keep the Executive and Legislative branches informed, the 

Legislative Budget and Audit Committee would provide a quarterly report 

regarding the investment activity of the Division of Treasury to the 

legislature. The legislature may exercise its law-making power to 

statutorily change the authorized investments allowable in Treasury should 

the Budget and Audit report reveal a need for such revision. Additionally, 

investment policy shall be proposed to the legislature during the first 

ten days of any regular session and only becomes effective 60 days after 

presentation unless disapproved by a resolution concurred in by a majority 

of the members of each house.

Upon recommendation of the Commissioner of Revenue, the Governor 

may disallow an investment strategy or policy of the Division. Budget 

and Audit must also receive notification and rationale for such actions 

and present them to the legislature.

RATIONALE FOR ESTABLISHMENT OF 1HE ALASKA LOAN PROGRAM

Since statehood, the Alaskan legislature has created ten loan programs 

and six independent corporations to meet the capital needs of various 

groups or to enhance development of certain industries within the State.
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Generally, these target groups were unable to obtain adequate financing 

(either loan dollar amounts, interest rates, or loans of sufficient 

duration) from private financial institutions within or outside Alaska.

Hie loan programs were not created to compete with private lenders, 

in fact, bank participation is a requirement of one loan program. Rather, 

as a matter of public policy the loan programs were conceived to provide 

funds for Alaskan ventures at terms banks could not (i.e. long term money) 

or would not (i.e. higher levels of risk) capitalize. Most of the loan 

programs are administered by the Department of Commerce and Economic 

Development, exceptions being the Agricultural Revolving Loan Fund (Dept, 

of Natural Resources); the Scholarship Revolving Loan Fund (Dept of 

Education); and the Senior Citizens Housing Loan Fund (Dept, of Community 

and Regional Affairs). The independent corporations - Alaska Housing 

Finance Corporation, the Alaska Power Authority, the Alaska Development 

Corporation, the Small Business Development Corporation, the Municipal 

Bond Bank, and the Industrial Development Authority are not within the 

direct purview of any state agency.

The history of the loan programs and independent corporations is 

somewhat dismal. Once created, these programs often fail to (1) remain 

operational; (2) comply with legislative intent; (3) operate in an efficient 

manner; (4) be known to the general population; and (5) come under 

legislative scrutiny in a timely and regular manner. In addition, there 

is little standardization among the programs with regard to eligibility 

criteria, interest rates and terms, and maximum loan amounts.

Two of the independent corporations, the Alaska Development 

Corporation and the Small Business Development Corporation, are no 

longer engaged in lending activity. The Alaska Power Authority, created 

in 1976 is still in the organizational phase, and the Industrial
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Development Authority, created in 1967, has become operational only 

as a result of amendments passed during the 1977 session expanding its 

authorized areas of activity.

Failure to comply with legislative intent is illustrated by the 

Alaska Housing Finance Corporation, established in 1971 to meet the 

mortgage needs of low and moderate income Alaskans in blighted or remote 

areas of the state where normal bank financing for home purchases is 

difficult to obtain. AHFC issues its own bonds for lending capital; 

there is a yearly legislative appropriation for the necessary reserve 

requirements that such an issue entails. However, AHFC does not come 

under the Executive Budget Act, and its operations come under legislative 

scrutiny only when performance audits are done by the Legislative Budget 

and Audit Committee at three year intervals (AS 24.20.271(2). An 

investigation by the Office of Ombudsman conducted in July, 1977, while 

not a formal audit, brought to light the facts that AHFC has promulgated 

no administrative procedures and had made loan policy changes without 

benefit of required public hearings beforehand. These facts were also 

noted in an audit performed by the Division of Legislative Audit, dated 

November 11, 19/7, and released in February, 1978. The Ombudsman also 

stated that information concerning the policy changes had been selectively 

distributed to the state's financial institutions.

AHFC's current lending activity is distributed on a ratio of 90% 

urban, 10% rural counter to the corporation's statutory mandate that 

loan activity shall be concentrated in "remote, underdeveloped or blighted 

areas" (AS 18.56.010). Although, AHFC has developed a loan program for 

rural home improvements or building material loans, according to the 

November 15 audit (Division of Legislative Audit) the program has received 

no publicity.
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Taken as a whole, internal operation of the various loan programs 

can be neither damned nor praised. There are instances of good 

management, very poor management, and the entire spectrum in between. 

Delinquency rates in the loan programs vary from 33% (Agricultural 

Revolving Loan Fund) to 2% (Veteran's Revolving Loan Fund).

Characteristic of all loan programs is that loan granting, record 

keeping and collection functions occur within the same division. While 

an inherently sound practice for private financial institutions, whose 

goal is maximization of profit, within the bureaucracy of state 

government inattention to accounting and collection aspects have 

worked against the best interest of the state, both in loss of return 

on investment and diminished public confidence in the program. 

Recommendations issued by the Legislative Budget and Audit Committee 

after performance audits are almost exclusively in the areas of record 

keeping (accounting) and collection.

Currently, administrative costs for the state loan programs are in 

excess of $2 million per year; both the Legislative Budget and Audit 

Committee and the Director of Business Loans have indicated that economies 

of scale, efficiencies of operation, and more equal opportunity for loan 

applicants would probably result were the state loan programs to be 

consolidated and/or streamlined in some manner.

The legislation proposed by the Senate Committee on the Permanent 

Fluid would dissolve all the existing loan programs and independent 

corporations now in operation. In their place would be created the Alaska 

Loan Programs Fund, which would lend in all axeas now served by these 

entities.

'The lending arm of the Alaska Loan Programs Fund will be a division
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in the Department of Commerce and Economic Development, with field 

offices initially established in Anchorage, Fairbanks and Juneau; others 

will be opened as volume dictates. These offices will provide, in 

addition to information about the Alaska Loan Program, information 

concerning state and federal grant programs, and federal and private 

sources of loans.

Provisions are made in the legislation for individuals and corpor­

ations to engage in borrowing through the Alaska Loan Program in 

cooperation or participation with the private financial institution 

of their choice.

The scope of activity includes; 1) educational loans of $4,000 for 

undergraduates, and $8,000 for graduate students; 2) commercial loans 

with a maximum of $500,000 per individual and $5 million maximum for no 

more than 10 individuals in a project, or a corporation where no more 

than 10 individuals ownin'* stock assume a personal liability; 3) residential 

loans ranging from $90,000 for a single residence to $210,000 for a 4-plex; 

and 4) public purpose leans where the Alaska Loan Program will submit a 

bid for all GO and revenue bonds offered on a competitive basis by a home 

rule borough or city or general law borough or city under the laws of the 

state, loans to municipalities of less than 5,000 population through 

purchase of municipal bonds, industrial development projects conducting 

exempt activities under federal law, and revenue bonds issued on behalf 

of a non-profit corporation with approval of the municipality.

The interest rate charged for loans will he standardized, and 

depending on the cost of the revenue bonds issued, should be in the 7% 

range. In the event that a reduction in the basic interest rate is 

deemed desirable, as for veteran's or educational loans, the difference 

in interest rates charged to the borrower and that paid to the Alaska 

Loan Programs Fund would be paid on a yearly basis from the general fund.
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The Senate legislation also addresses incentives for renewable 

resource loans. In 1974, the legislature passed a bill creating the 

Alaska Renewable Resources Development Fund. Not less than 5% of the 

receipts from revenues derived from certain renewable resources will be 

deposited in this fund. The proceeds of this fund are to be utilized to 

enhance and develop renewable resource programs.

The proposed legislation creates the Division of Renewable Resource 

Development, also within the Department of Commerce and Economic 

Development. This division will work hand in hand with the Alaska Loan 

Program by performing feasibility studies on renewable resource project 

loans and participating in one or more of three ways: 1) interest

Incentives; 2) equity participation; and 3) loar. guarantees. They may 

also make grants for eligible projects with legislative approval.

Eligibility criteria will also be standardized, the main requirements 

for individuals being Alaska residency of five years duration and 18 years 

of age or older. For loans to corporate entities, more than 60% of its co­

owner—  shareholders must be Alaska residents for five years or more at the 

time of application, and the officers of the corporation must assume 

individual liability for the loan's repayment.

Length of experience will determine the maximum commercial loan 

amounts once basic eligibility criteria have been met. Percentages of 

the maximum amount available for borrowing will be reduced if the 

applicant has less than :> years experience in the area of i< an application.

Maximum loan ;imounts have, in most cases, been increased to more 

realistically reflect current costs of living, building, or doing business 

in the state. Additionally, a cost differential formula has been added 

to the maximum loan amounts to reflect higher costs incurred in rural 

areas.
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Collateral requirements for commercial and real estate loans will be 

no less than 90% of the real property held as security, and no less than 

80% of equipment held as security.

Should a loan become delinquent in excess of 30 days, a loan 

evaluation committee shall review the loan and consider reevaluation of 

its terms and conditions, provided the loan can be restructured in such a

way as to protect the interests of the state.

Accounting for the Alaska Loan Programs Fund will be performed by

the Dept, of Administration. Reports will be made by the Depts. of

Commerce and Revenue to the Legislative Budget and Audit Committee on a

monthly basis itemizing loans which are in excess of 30 days delinquent,

and outlining the measures taken to insure compliance with conditions and 

terms of the loan.

Within the Dept, of Revenue, a division will be created to assume 

the collection function for all loans made by the Fund. Reports of

collection efforts will be made to the Budget and Audit Committee.

The Budget and Audit Committee will do a quarterly review of the 

performance and status of the lending, accounting and collection 

procedures of the three agencies involved and will present their findings 

and recommendations to the legislature for review and action.

FUNDING OF THE ALASKA LOAN PROGRAMS IOINI)

Primary funding for the Alaska Loan Program will come from proceeds 

of revenue bonds. Revenue bonds are tax-exempt under Federal law, 

resulting in lower interest costs to the borrower. Loans from the Alaska 

Loan Program are limited to $5,000,000 for any one project in a specific 

locality. There would, however, be no limit on the amount lendable for 

public purpose loans - those to local government units, public utilities, 

hospita’s, etc. Due to the Federal restrictions, ;iny violation of these
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limits could result in the loss of the tax-exempt status of the bonds.

Because of the low bond interest to the Loan Program, loans can be 

made to Alaskans at an interest below market rate; the cost of money to 

the Loan Program plus a 1% service fee for administrative costs of loan 

processing. Additionally, this type of funding would place no budgetary 

limits on the amo^ait of money available for lending in any of the loan 

categories. As the earnings of the permanent fund increase, additional 

bonds can be issued to meet the borrowing needs of Alaskans. Repayment 

of the bonds would come strictly from repayment of borrowers of the 

Alaska Loan Program. Following is a brief description of the Alaska Loan

Programs Fund and oi’ganization of the reserve accounts to be established.

1) Alaska Loan Programs Fund - All bond proceeds except those designated 

in 2) of this section to be placed in this fund.

2) Debt Reserve Account - For the purpose of securing each issue of its

obligations, the Alaska Loan Programs Fund will pay into this account the 

maximum amount permissible under Federal law and regulations for tax- 

exempt obligations. All money in this account may be used when required, 

when money is not available from the principal and interest account or 

the capital reserve account solely for the payment of the principal of 

obligations, the purchase or redemption of obligations, the payment of 

interest on obligations, or the payment of any redemption premium required

to be paid when those obligations are redeemed before maturity. Any interest 

or income from this account and any amount remaining in the debt service 

reserve account when the issue secured by the account is fully retired 

shall be paid to the unallocated reserve account.

3) Unallocated Reserve Account - All earnings from the permanent fund 

will be placed in this account. The amounts necessary to fund the capital 

reserve account, the insurance reserve account, and the loss reserve account
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will be furnished from this account. At such time as may be necessary, 

amounts in the unallocated reserve account will be transferred to the 

general fund.

4) Capital Reserve Account - the Commissioner of Revenue shall place an 

amount equal to 5% of all obligations issued and sold into this account.

At the end of each fiscal year, the Commissioner will withdraw or add to 

the account that amount necessary to maintain the 51 of the obligations 

secured. Excess funds will be returned to the unallocated reserve account. 

All money in this account may be used as required for the payment of bond 

obligation principal, the purchase or redemption of obligations, the 

payment of interest on obligations, or the payment of any redemption 

premiimi required should obligations be redeemed before maturity.

5) Loss Reserve Account - A  special account is established for the 

purpose of protecting the financial integrity of the fund. The Commissioner 

of Revenue shall pay into this account an amount equal to 5% of the 

estimated total amount of all loans to be made by the fund during the

first fiscal year of operation. At the first of each succeeding fiscal 

year and thereafter, an amount necessary to bring the balance of the 

account up to 5% of the total amou it of loans to be outstanding during the 

fiscal year shall be paid into the account. The 1% loan service fee will 

also be placed in this account and used to reimburse the unallocated 

reserve account.

6) Fire Insurance and Liability Reserve Account - The Alaska Loan Program 

may issue loans without requiring proof of insurance if an additional 

amount of .65 is made by the borrower. The account shall only be used 

for reimbursement to the Loan Programs Fund for losses of property having 

the insurance coverage.
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RESERVE FOR CAPITAL OUTLAY ACCOUNT

The Senate proposal provides that 301 of the oil and gas receipts 

will be set aside in a reserve for capital outlay account within the 

general fund. Monies from this account will be used to finance non­

recurring expenditures. Deducting the 251 for permanent fund, 51 

renewable resources development fund, and 302 for the capital outlay 

account, the Governor will be required to prepare a balanced budget 

against the remaining 402 of current receipts (less until the Native 

Land Claims are paid off). The Governor will also be required to 

perform long-range capital programming and financial planning in 

conjunction with this program. A  current inventor}' of all state 

facilities, including a projection of the serviceability of the 

facilities and projections of replacements and additions to facilities 

needed to provide the level of services programmed by the various user 

agencies, is also required in the Senate proposal.
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Lending Agency______________________ Eligibility_____________  Interest__ Terms--- Amount

Agricultural Loan Fund 
Short Term 
Farm Development 
Chattel 
Irrigation

AK resident farmer, homesteader or part­
ner of same 
2 - 3  years experience

6.0%
6.0%
6.0%
4.0%

1 yr 
30 yr 
7 yr 
10 yr

$ 25,000 
200,000 
100,000 
no max

AK State Development Corp 
(presently inactive)

legal rt 20 yr 750,000

Child Care Loan Fund Certificate of need (CRA) required 6.0% 10 yr 10,000

Commercial Fishing Loan 5 yr AK resident; 3 yr license 7.0% 15 yr 150,000

Fisheries Enhancement For non-profit hatchery permit holder 
For non-profit corporation

8.0%
8.0%

25 yr 
25 yr

300,000
3,000,000

Small Business Dev. Corp. Through Local Development Corp with/SBA 7.0% 25 yr

Small Business Loan Fund AK resident; less than 50 employees 8.0% 5-15 yr 300,000

Student Financial Aid AK resident; full time graduate
undergraduate

5.0%
5.0%

6-10 vr 
6-10 yr

5,000
2,500

Tourism Loan Fund Requires bank participation for loans 
exceeding $150,000

8.0% 20 yr 5,000,000

Veterans Loan Fund 
Personal 
Business
Vet occupied duplex 
Single family 
Multiple dwelling

AK Veteran; Veteran residing 5 years in 
state; 6 yr Nat'l Guard 7.5%

7.5%
7.5%
7.5%
7.5%

20-30 yr 
same 
same 
same 
same

10,000
125.000
83.250
68.250
110.000

Water Resources Loan Fund Public utilities 5.0% 7 yr

Senior Citizens Dev. Fund Municipalities and corporations Nop; Spccifi id

AK Housing Finance Corp. 
Conventional 

Single family 
Duplex

Owner occupants; home improvment loans 
only in rural Alaska

7.75%
7.75%

30 yr 
same

65.000
90.000

FILA/VA Insured 
Single family 
Duplex

7.50%
7.50%

same
same

65.000
90.000

Home Improvement 9.50% 15 vr 15,000

Historical Loan Fund Person, firm, or municipality 6.5% 100,000

AK Industrial Dev. Authority Industrial development projects with 
approval of local governmental unit

Through Bond 1ssuc

Municipal Bond Bank Municipalities Throi gh Bond Issuc

AK Power Authority Not yet operational

•
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STANDARD ELIGIBILITY: Five >ear Alaskan resident
Eighteen years of age or older

STANDARD INTEREST: No morn than 1% plus the cost of borrowing to the ALP

INTEREST INCENTIVES: Agricultural loans - standard interest less 1%

Veterans loans - standard interest less 1% (less additional 
1/2% for twice qualifying veterans)

Renewable Resources loans - interest incentive to be 
determined by the Renewable Resources Development Division

TERMS: 30 yr. on loan secured by real property 
15 yr. on life of equipment on loans secured by equipment 
7 yr. or life of chattel on loans secured by chattel 
.1 yr. on a loan for working capital

Category Description

Educational 1) Individual enrolled in full-time college, work study, or 
vocational program

2) $4,000 per year for under-graduate; $8,000 for graduate

3) $16,000 maximum outstanding allowable

Residential 1) $ 90,000 for single dwelling
130.000 for duplex
170.000 for tri-plex
210.000 for four-plex

2) Collateral requirements: 90$ appraised value of real property
95$ in areas lacking FHA mortgages

Commercial 1) $500,000 maximum per individual
$5 million for group of no more than 10 individuals in project 

or corporation where 10 individuals owning stock assume 
liability

2) Collateral requirements: 80$ appraised value of equipment
90$ appraised value of real property

Public Purpose 1) ALP will submit bid for all G.O. and revenue bonds offered on a 
competitive basis by home rule or general law borough or city

2) Loans to municipalities with population under 5,000 through 
purchase of municipal bonds

3) Industrial development projects conducting exempt activities 
under federal law

4) Issue of revenue bonds on behalf of a non-profit cor] uration 
with the approval of the municipality in which it is located



A L A S K A  L O A N  P R O G R A M

vO

ELIGIBILITY:

INTEREST:

TERMS:

COLLATERAL:

5 yr. Alaska resident, minimum 18 yrs. of age 

Cost of borrowing to ALP plus 1$ service fee 

30 yr. on loan secured by real property

15 yr. on life of equipment on loans secured by equipment

7 yr. or life of chattel on loans secured by chattel

1 yr. on a loan for working capital

80$ appraised value of equipment 

90$ appraised value of real property 

95$ for residential whe^e FHA mortgage not available

EDUCATIONAL RESI 5ENTIAL PUBLIC PURPOSE COMMERCIAL

$4,000 per yr/undergraduate 

8,000 per yr/graduate 

16,000 maximum outstanding

$ 90,u00 single dwelling

130.000 duplex

170.000 triplex

210.000 fourplex

Eligible Entities 

Boroughs and cities 

Municipalities

Industrial development projects 

Non-profit corporations

$500,000 max per individual 

$5 million max per group or 

corporation assuming 

individual liability
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O R G A N I Z A T I O N A L  C H A R T S

The following Organizational Charts A  through D have been prepared 
by the Senate Special Committee on the Permanent Fund.

Organizational Chart A 

Per existing state agencies

Organizational Chart B

Per House Bill 298, the Governor's Bill

Organizational Chart C

Per House Bills 596 and 682, by the House Special Committee on the 
Permanent Fund

Organizational Chart D

Per Senate Bill 429, by the Senate Special Committee on the Permanent 
Fund

Organizational Chart E

Organizational and flow chart of the permanent fund, renewable resources 
development fund and the general fund



LEGISLATIVE BRANCH

budget and 
Audit 
Committee

CC

ORGANIZATIONAL CHART - EXISTING STATE AGENCIES

Independent Corporations



LEGISLATIVE BRANCH EXECUTIVE BRANCH

3udget and 
Audit 
Committee

ORGANIZATIONAL CHART PER HB 298 
Governor's Bill

Independent Corporations



LEGISLATIVE BRANCH

Budget and 
Audit 
Committee

*
Investment
Oversight
Committee

Or>j
Alaska 
Renewable 

| Resources 
Corporation ,

l-------------1

ORGAN IZATIONAL CHART PER HOUSE BILLS 596 AND 682 
House Special Committee on tlie Permanent Fund

* Oversight Committee for Permanent Fund Corp. 
Renewable Resources Corp., and Enterprise 
Invcstment Fund.

Independent Corporations



LEGISLATIVE BRANCH

Budget and 
Audit 
Committee

ORGANIZATIONAL CHART PER SENATE BILL 429 
Senate Committee on the Permanent. Fund

1 Manages all state funds including permanent fund

2 Collection agency fcr Alaska Loan Program

3 Provides equity participation or interest incentives 
through the Alaska Loan Program

Orge izational Chart D

Cn



SENATE INTERIM COMMITTEE PROPOSED LEGISLATION

100/i Mineral Receipts

_________________i k _______

0-4
rsj

25%

V

PERMANENT FUND

Safe Inves .ents 
by Division of 

Treasury

income

5%

Lapsed ?

RENEWABLE RESOURCES 
DEVELOPMENT FUND

 7k
Income

RENEWABLE RESOURCES 
PERMANENT FUND

Safe Invesdnents 
by Division of 
Treasury

30%

GENERAL FUND

Reserve for 
Capital Outlay

Long-Range
Capital
Improvements and 
Financial Plan

ALASKA LOAN PROGRAMS FUND

Unallocated
Reserves

Initial Sale--

£■

Bond Loss
Reserves Reserves

* variable

Bond 
Proceed;

Bond
Repaid -f 
1%
Borrower
Fee

Lapsed
Funds

„LOAN PROGRAM

24%

i L
GENERAL FUND

Operating Budget

V

Annual Operating 
,Budget_________

NATIVE CLAIMS ACT| 
PAYMENTS

Lapsed or 
Unobligated 
Balance at 
Close of Fiscal Year

Organizational Chart E

Future needs of Alaslca's citizens can bo met from the savings accounts within the Alaska Loan Program. vfoich are: ail unallocated reserves
(income from Permanent Fund), unallocated reserve subaccount (General Fund contribution account).
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C O M P A R A T I V E  S A M P L E S

The following Samples A through D have been prepared by the Senate 
Special Committee on the Permanent Fund.

Sample A

A Comparative Sample of Available Residential Loans and the Senate 
Proposed Alaska Loan Program in Urban Alaska

Sample B

A Comparative Sample of Available Residential Loans and the Senate 
Proposed Alaska Loan Program in Rural Alaska

Sample C

A  Comparative Sample of Available Home Improvement Loans and the Senate 
Proposed Alaska Loan Program

Sample D

A Comparative Sample of Available Business Loins and the Senate Proposed 
Alaska Loan Program



A Comparative Sample of Available Residential Loans 
And the Senate Proposed Alaska Loan Program 

In Urban Alaska

TERM: 30 year loan

SAMPLE: $50,000 home

Monthly
Lending Agency Downpayment Interest Pymts Insurance Total Cost

Federal National 
Mortgage Association

$ 5,000 9.51

r

$ 378.39 $ 7,500.00 $ 148,720.40

State Veterans 
Loan Program

5,000 7.5% 314.65 7,500.00 . 125,774.00

Federal Housing 
Authority

1,500 8.5% 372.93 7,500.00 143,254.80

Alaska Housing 
Finance Corporation

5,000 7.75% 322.39 7,500.00 128,560.40

State Ranks 
(not available; 
pro forma only)

5,000 9.2% 368.21 7,500.00 145,055.60

Alaska Loan Program 5,000 7.0% 299.39 6,699.60 119,480.00

Veteran Incentive 5,000 6.0% 269.80 6,192.00 108,320.00

1 All the programs have a 10% downpayment with the exception of the federal Housing Authority 
which requires 3%.

2 Insurance fees are computed at a .5$ of the value of the home over a 30 year period and 
are approximate averages only. The Alaska Loan Program insurance fee is based on an 
optional .6% added to the 7% interest cost and covers the mortgage only.

Interest quoted is taken from bank questionnaires received by the Senate Committee on the 
Permanent Fund

Sample A


