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CONSTRUCTION AND BUILDING MATERIALS

AFRICA 1969=72

Research in several ‘areas into ways of promoting
improvements in -..ie efficiency of building operations at
in'ermediate levels in developing countries, followed by
tlile publication of teaching manuals on small contractor
training; undertaken on behalf of the Ministry of Overseas
Development,

GHANA 1972-73

Development of low=cost, self-helf building techniques in
collaboration with the Department of Housing and Planning
Research, University of Scimnce and Technology, Kumasi;
supported by Christian Aid and Scottish War on Want,

INDIA 1973-74

Research into small-scalc buililding materials industries in
India and the possible transfer of the technology employed
to the African continent; supported by the Wates Foundation.

SUDAN 1973=-74

Development of prototype forro-cement river craft for local
construction and use on the Upper Nile, carried out on
behalf of the Sudan Councilil of Churches in collaboration
with the Southern Region Ministry of Cooperatives and

Rural Development and supported by Christian Aid,

GHANA_ 1974
A study of the feasibility of establishing small-scale

manufacture of lime pozzolana undertaken at the request of
the Ghana Bulilding Research Establishment,

TANZANIA 1974

Advice to the Tanzanian Governmont on tho establishment of o
production/training centro for smr .il-scalo lime production and
other building materials,

SUDAN 1975=-76

Advice and assistance to tho S,Sudan Regional Development
Corporation on the up=-grading of tho local building matovianls
industry and the establishment of labour-intensive bricks and
tiles manufacturing facilities; undortoken at tho roquest of tho
Corporation and the Sudnn Council of Churches,
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LESOTHO 1976

A market study for the development of the brick, block, stone

and related building materials industries, with special reference
to the feasibility of local manufacture on behalf of the
Coumonwealth Secretariat through the Commonwealth Fund for
Technical Cooperation, . - '

TANZANIA 1976

A technical assessment of prosnects for small-scale lime=
pozzolana manufacture in Arusha region, undertakan on behalf
of the Small Industries Development Organisation,

TANZANIA 1976

Advice and assistance in establishing production/trﬂining

in brick and tile manufacture by village cooperatives.
Undertaken on behalf of the Ministry of Overseas Dcvelopment
at the request of the Small Industries Development Organisation
of the Government of Tanzania,

TANZANIA 1977

Examination of manpower, education and tm..ning aspects of tho
construction end related industries for tho Ministry of Works

on behalf of SIDA, as part of the Tanzania Construction Industry
Study.

TANZANIA 1977

Preparation of course material for, and lecturing at, tho
ILO Africen Regional Course for construction management “rainers
on behalf of ILO/NORAD,

GENERAL

Repo.t for the Building Reseoarch Establishment describing the
range of brickmaking technologies in devoloping courncries (1977).

In addition to the above, the Group's resident civil cngineer
has participated in ILO missions to Indonesia (:..974 - site and
sorvice schemes rolative to rosottlemont programmes), Lesotho
51975 - labour intensive coad construction methods) and Sudan
1975 = rogonecration of locaol building industrinn).




SMALL INDUSTRIES « GENERAL

KENYA 1969

Advice on the development potential for mirnl induestries with
special reference to sisal, wood, metal and leather work,

TRINIDAD AND TOBAGO 1969

To advise on the development potential for small-scale
industries in rural arees; a joint ILO/ITDG mission,

TANZANTA 1969

A report for the ILO on small industry potential in rural areas,

BOTSVANA, LESOTHO AND SWAZILAND 1970

A study of small enterprises and recommendations for
entrepreneural development in the countries cuncerned,
conducted at the request of the Ministry of Overseas Development,

TOGO 1970

Survey of the most effective means of establishing small-scale
industries, undertaken at the request of the Economic Commission
for Africa in collaboration with UNIDO experts,

CAMEROON 1971 and 1976

Assistance in establishing a rural crafts industry; followed
up in 1976 with a further visit to report on development progross,

NIGERIA 1971~

Research into the feasibility of establishing light industry
production/training capability in the Northern States, followed
by the establishment of a prototype workshop at Zaria to manu-
facture hospital equipment, school and domestic furniture,
agricultural implements, otc., at the requost of the North
Central Stato Govornment, on behalf of tho Ministry of

Overscas Devclopment,

MAURITIUS 1972

Survey and report to the Ministries of Economic Planning and
Development and of Finance on the development of employment
generation programmes using intermodiate, solf-help techmniques,

7




A techno=e¢conomic feasibility study of the possibilities of
developing mini-plants for the manufacture of basic ehemicals,
fertilisers, insecticides, essential pharmaceuticals and
minerals with particular reference to the selection of products,
the scale of operation, availability of local inputs, viability,
financial profitability and safety control requirements carried
out at the request of the Government of Pakistan, on behalf

of the Ministry of Overseas Development,

GUYAN:._ 1974

A survey and report on the development of small industries

with particular reference to the utlisation of natural resources
and waste products, undertaken on behalf of GUYBAU ~ (Guyana
Bauxite) Ltd,

TANZANTA 1974

Survey and recommendations to the Small Industries Development
Organisation on the development of small industry possibilities,
undertaken on behalf of the Commonwoalth Fund for Technical
Cooperation,

SUDAN 1975=77

L two=yocar projoct undertaken on bohalf of Christian Aid and
the Sudan Council of Churches to construct ferro-cement rivor
craft and to examine the feasibility of establishing a local
boat building industry in Southern Sudan,

KENY/4 1976

To advisc the Governmont of Kenya on improved procurement and
marketing of hand tools and oquipment for tho Rural Access
Road Progpramme on behalf of tho Ministry of Ovorscas Dovelopment,

TANZANIA 1976

Advico to the Small Industries Developmont Organisation on
tho developmont of small=scole loather goods production,
including the identification of appropriate machinery;
undertalkon on behalf of tho Ministry of Ovorscas Development,




WATER DEVELOPMENT

BOTSVANA 1967-68

A pilot project carried out at the request of the Central
District Council and the Department of Education, Botswana
to research into and introduce rainwater catchment tanks and
micro-irrigation systems, '

SWAZILAND 1970-773

At the roquest of the Government of Swaziland, the establishment
of rainwater catchment tanks in rural areas, on a self=help
basis, as on extension of the pilot project undertaken in Botswana,

ETHIOPIA 1971

Recommendations for the introduction of village water supplies
and small-scale conservation works in Tigrai Province.

JAMAICA 1971-73

A techno-economic survey carried out at the request of the
Department of Geological Surveys, Jamaica and the Ministry

of Overscas Development, Londan of the feasibility of establishing
rainwater catchment tanks in thelimestono regions of Jamaicaj
Tfollowed by the construction of a prototype installation,

BRAZIL 1973-74

A project to introduce end develop low=-cost methods of rainwater
coneervation in the Fundacao Ruralista project, N,E, Brazil
undertakon at the request of the Brazilion Government on behalf
of the Ministry of Oversoas Development,

ETHIOPIA 1973-74

The identification of sites and construction of prototype surface
water retontion and sproading systems for irrigation of fodder
crops in the N,E, Rangelands of Wollo Province; undortanken at

the request of tho Ethiopian Government's Livestock and Ment
Board as part of its relief programme, on behalf of tho Ministry
of Overseas Dovolopment,

ETHIOPTIA 1974-76

Provision of a senior consultant to the National Water Resourocs
Authority to advise and assist in the planning and establishment
of low=cost rural). water supplicsj undorteken on behalf of the
Ministry of Overscas D0v010pmont.
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ETHiO0PIA 1975=77

A two=year pilot projéét~f6”e§€ah11dh'village watex s pplies
through self-help programmesjy undertaken on behalf of
OXFAM, Quebec.

ETHIOPTIA 1975
Advice on the adaption and up-grading of locally

manufactured windmills for irrigation; undertaken on behalf
of OXFAM, UK,

GENERAL

1977 = Advice on the need and potential for a Journal on water
supplies and sanitation in developing countries for the
International Development Research Centre (IDRC),




-/ DEVELOPMENT .. INSTITUTIONAL AND RURAL

TANZANIA 1968

Report to Tanzanian Government on a strategy for economic
development to promote small-scale, ruruel industrial. developuent,

L

ZAMBIA 1969

Advice on institutions and methods to promote the developmmnt
of rural areas in Zambiaj; undertaken at the request of
H,E, the President of Zambia,

GHANA 1971

Advice and assistance on the establishment of a Tuchnology
Consultancy Centre at the University of Technolcgy, Kumasi,

CANADA 1973

A report on the feasibility of establishing rural development
programmes among Metis communities; undertaken on behalf of
the Metis Association of Canada,

PAKISTAN 1973

Advice to the Government of Pakistan on the establishment of
an Appropriate Technnlogy development unit and on the intro-
duction of intermediate technology programmes into its
National Rural Development Plan; undertaken on bohalf of the
Ministry of Overseas Development,

KENYA 1974

Survey and report to the Kenya Government on progress in the
ostahlishment of village polytechnicsj undertaken in conjunction
with NORAD,

RWANDA 1974
An evaluation of existing trades schools and recommendations

for the establishment of a training centre for urban youth;
undertaken on behalf of Christian Add.

SRI LANKA 1975

Advice on the establishment of a national Appropriate Technology
Centre undertaken on behalf of the ILO, '




Advice to the State Government on plans for the generation
of lornal industrial activity and employment creating opportu-
nities over the next 5 ylarsj; undertaken on behalf of the
Government of Tasmania,

CANADA 1976

Assessment of the Treaty 3 Community Development Programme
and to advise on a future programme on behalf of the Grand
Council Treaty No. 3, Kenora, Ontario.

CARIBBEAN 1976

Study tour to Barbados and the Eastern Caribbean to assess
possibilities for the creation of small, employment-generating
enterprises on Lehalf of HM Foreign and Commonwealth Office
and the Ministry of Overseas Development, .

CARIBBEAN 1976

Consultant to USAID mission to prepare recommendations for the
creation of appropriate technology institutions for the
Commonwealth Caribbean nations,

KENYA 1226

An investigation of appropriate transport systems for rural
communities, with emphasis on the goods transport needs of the
small-scale farmer, A jodnt mission on behalf of the Internas=
tional Bank for Reconstruction and Development,

COLOMBIA 1977

Consultancy undertaken at the request of SEN/A, the Colombian
national training and apprenticeship organisation, to advise

on the sctting up of an cppropriate tochnology group with special
reference to agricultural moachinery needs and equipment of urban
small industries in the informal sector on behalf of UNDP,

UN ECONOMIC COMMISSION FOR AFRICA 1975 -1978

Advisor on Low Cost Technologies, three yocar secondment 1975-78,
to assist governments to identify requirements for low cost
technologies and thoir application in selected African countries,
and to stimulate national IT centres for research and development,
Countries visited include Tanzania, Kenya, Zambia, Lesotho,
Botswana, Niger, Upper Volta, Sierra lLoone, and Ghnna.

Village Technology Expert Pan-African Training and Research Centro
for Woman, three year soecondment 1975-78, to advise governments

and local groups on programmes and project implementation concern-
ing appropriate technologies for women's activities in rural areas,
Countries visited include Sudan, Tanzania, Kenya, Gambia,

Sierra Leone, Liberia, Ghana and Nigeria.
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PLEASE NOTE: THE PRECEDING PAGES WERE TREATED
AS-A UNIT IN THE ORIGINAL DOCUMENT.




mbgy Development Group Lid

8 King Street, London WC2E 8HN, U.K.

Telephone: 01-836 ©434/39; 836 6379 28th September 1977
Cables: IT/DEV, LONDON WC2

Company Reg No 871954

Vice Presidents; <. C. Cadhury, H. Hanning
Dr. Dudley Seers, Sir George Sinclair, CMG, OBE, MP.

Representative Clark Gruening
940 Tyonek Drive,

Anchorage,

Alaska 99501

UsSA

Dear Representative Gruening,

You may alr ady have learned from other sources of the recent

death of Dr, H. ¥, Schumecher, Chairman of our Group, about a
fortnight am. The .iew? ol his death came as a great shuck to all
of us here at the Group and to his many friends around the world.
Having spent a typically ' usy workweek vith the Group end his other
activities in England, he .1 given a ms jor address on Saturday

in Switzerland, On Sunday, €1 route by train to another engagement
he was suddenly taken ill., Ie was taken from the train but died
from heart failure before reaching hospitul.

Words of sympathy and appreciation for the man and his ideas have
flowed in from all over the wcrld, from leaders and common people
who felt he expressed '"their" ideas, concerns and hopes. THose
expressiona have been deeply appreciated by the family and his
close colleagues in his many works. lie will be madly missed by
all of us, but we in his Group look forward to carrying on the
work he inspired,

In the week preceding his death, our Grouy held a Board of Directors
Workshop out of London to consider our current situation and explore
future needs and actions, In the course of one of our discussions
the subject of Alaska was raised by Ir. Scivmacher and we then
became aware of the fact that he had receivel a letter from you
directly at home (I-Ia.rch 8, 19?7) and our office had received one
from Mr, Brian Rogers (March 22, 1977). Since we Aid not have
direct access to our files at the time, Dr. Schumacher promised to
forward his file to me., He did so Just prior to his departure for
Switzerland with an accompanying nnte reporting that he did not have
time to lccate his anawer, if any, to your letter, but would look
further upn his return, He further noted that he was deeply in-
terested i: pursuing the matter further and felt that the Group
should be .ctively responsive,

Perharne .n tha ccurse of time we shall sort out his perscnal files
and locate his response to your letter. However, I have located

osesin our/

Diwctors Dr E F Schumacher CBE  (Charmant, D H Frost M M Hallett CBE . A L Latham Koeniy

G. F McRobie, J P M Parry MBE. Mrs J K Porter. P § Reid P H Stern, J V Wood
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in our files our response to Mr. Hogers, but fail to locate
anything fuarther from him. I beliews our letier of May 3, 1977
to him indicates our various activities and capacities, However,
I would like to reiterate the interust we indicated in that letter
as underscored by Dr. Schumacher's final directive. We would
appreciate hearing further about prospects for collaboration on
the problems and alternatives facing Alaska and would welcome any
opportunity to participate with you in those 1irections. In our
letter Mr, Froat, our Director of Operations .pecifically men-
tioned the particular qualifications of Mr, John Davis and I would
hope that it might be poseible at some point for Mr, Davis, per-
haps along with Mr. Froet or another senior staff member might

be helpful to you in discussing and initiating further action,

We look forward to hearing further f{rom you.

Sincerely,

K M

Dr. W. E. Adams,
wconomic Adviser, ITIG

cc: Mr, D. H, Frost 2 D0

Mr. J. Daviy J




CATERHAM
SURREY

IT!L Caterham 42506

9th March,1977.
Mr, Brian Rogers,

Administrative Assistant,
Alaska Permanent Bund Committee,
Pouch V, '

Juneau, Ak 99811.

Dear Mr. Rogers,

Re: Your letter to Dr,E.F.Schumacher
dated March 3, 1977,

Dr. Schumacher is at present on an extended lecture tour
through the United States and has asked me to acknowledge

pquipt of your letter, inviting him to contribute ideas

and proposals towards the objectives of the Permanent Fund.
Dr. Schumacher will, no doubt, greatly appreciate your
invitation, and will reply to you personally upon his return

to this country early in April.

Yours sincerely,

Lﬁ(_“:(' { (,-(&_ ey

Loli Carter (Mrs,)




’ ~ Intermedia ogy

o . - J |
‘.i 556 Santa CruzAverue Menlo Park, California 94025 (415)328-1730
~il 15 july 1977

Dear Brian:

I'm not much of one for writing formal-type letters, but
the enclosed one isn't too funky, so that you can give it
to your legislators, other colleagues and so on.

What I thought I might tell you for your personal information
is that I have been hooked on Alaska for many years, starting
with a personal friend who told me tales about the country

in my childhood in the 1930s.

In the mid-50s I spent 18 months based at Fort Richardson,

and my work in the army took me to some fairly weird and remote
places, out on the Chain and up to Point Hope and Point Wales
and so on. I have told many people many times that one weekend,
in which two other guys and I borrowed a car and drove down

and spent the night at our base on the Kenai, then spent the
next day in Homer and ate crab at the tiny little restaurant
which then aat out on the end of the hook-shaped peninsula,

was one of the most memorable times of my life.

My father, now dead, was a geologist. In the early 1960s I put
topether a group which for several years held underwater
mining rights on I don't know how many thousand acres of

the Seward Passage and other inland-passage waters. Then

a little stock market crash of that period called "Blue Monday"
mopped up some of the necessary capital and everybody had to
0 on to other things.

But the net result of all this is that if I and my colleagues
are ever able to do anything that would help Alaska to get

on a more stable and healthy and broad-based economic footing,
it would be profoundly gratifying to me personally.

Rust
s

P.S. Are you in fact located in Anchorage, or Juneau, or
back and forth? That is, which address is better for you?
I'm sending this to Anchorage simply because your letter was
sent from there.

pNg,

Honorary Chalrman: E, F, Schumacher, C.B.E, Executive Officers: Peter N. Gillingham, Sandra C. Goff
Directors: Elizabeth Duveneck Dana, Patricla C. Higgins, John C. Jeavons, Lawrence A. Klein, Richard H. Raymond, Ellie Shelling




556 Santa Cruz Avenue ~ Menlo Park, California 94025  (415)328-1730
15 july 1977

Mr. Brian Rogers, Administrative Assistant
House Permanent Fund Committee

528 West Fifth Street, Suite 270
Anchorage AK 99501

Dear Mr. Rogers:

The Postal Service managed to take ten days to deliver
your letter postmarked July fifth, perhaps out of eagerness to
collect a grand total of eleven cents postage due. The letter
was put in my in-basket when I was lighting my pipe with a
match from a folder left by a friend which reads "Bird House
-- 27 Miles South of Anchorage.." Considering the fact I haven't
set foot in your state, other than the Anchorage airport, since
1955, maybe somebody is trying to tell me something.

If I could help by performing consulting services for the
Committee I should be delighted. Intermediate Technology charges
$500 per day plus expenses for my work on a short term basis,
which we call "brain-picking" and are doing less and less of.

I spent fifteen years on the international development "capitol-
city-Hilton jet set" traveling-expert circuit and I am firmly
against doing any more of the shoot-from-the-hip stuff on the
basis of what is usually slender detailed knowledge of local
realities. If the Committee is interested in a package which
could, if necessary at a lower cost per day, let me do some
intensive homework and then spend perhaps one to three weeks
in Alaska before writing my report, I would be interested.
Most of our other consulting work with States and smaller
units is set up on a similar basis, looking toward what may
be hard work over the long haul. As you probably know,
Montana has a situation which is vaguely analogous to yours,
with their extraction tax on coal and with about 85% of new
college praduates having to leave the state to find work.

My near-term commitments here are heavy, particularly
the need to complete my part of Good Work, which Dr. Schumacher
and I are contracted to deliver to Harper & Row by September.
What I might be able to do, assuming we can reach an appropriate
arrangement, is to catch him during his Canada visit in October
to discuss my preliminary work and approach on the Alaska project
and pet his reactions and advice. (I've already checked and a
side trip for him to Alaska is completely impossible this year.)
Then I might be able to come north in late October or early
November, if such a schedule fits in with your own priorities,
or later of course., Having never shot a bear I still qualify
as a tenderfoot, but cold weather doesn't scare me as much
as tourists or black flies.

PNG 1 ms Sincere 1%@11—1\_'

¢t Dr. E.F. Schumacher, CBE Peter N, Gillingham

Honorary Chalrman: E. F. Schumacher, C.B.E. Executive Officers: Poler N, Gillingham, Sandra C. Goff
Directors: Elizabsth Duveneck Dana, Patricla C. Higgins, John C, Jeavons, Lawrence A. Klein, Richard H. Raymond, Ellie Shelling
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EXECUTIVE SUMMARY: RESUME OF DR. JOSEPH A. SONNEMAN

306 S. Willoughby
Juneau, Alaska 99801
(907) 586-3850

Education

Ph.D. Government (Public Finance
M.A. Government Fellowship)
B.S. Management (Honors Day)

rofessional Experience

e

President, Consulting Firm

Graduate Economics Instructor

State Departmental Internal Auditor

State Program Budget Analyst

State Administrative Assistant

Fedeval Administrative Assistart

Cormorate Assistant Convention Coordinator

Political Experience

Finance Officer, State Central Committee
Alternate, National Convention

Delegate, State Conventions

Borough Committeeman

Mayoral Candidate

State Hcuse Candidate

Voter Registrar

Experience

Producer, Political Television Spots
Director & Producer, Film

Reporter & Broadcaster, Television News
Cameraman, Television

Announcer & Engineer, Radio
Photographer

World" Experience

Rig Oiler, Alaskan Pipeline
Commarcial Fisherman, Glacier Bay
Laborer, Pinnell Mountain Trail

Military Experience

Radar, Avionics & Radio Repair, US Army

Personal

Birthdate: April z2, 1944
Birthplace: Chicaqg»o, Illinois
Hair: Black Eyes: Green
Height: 5'10" Weight: 190M
Marital Status: Single

Dissertation Synopsis

Generally, budgeting is incremental in
"normal" times and is comprehensive in
"crisis" periods: specifically, in Alaska.




RESUME OF: JOSEPH A. SONNEMAN 306 Willoughby

Juneau, AK.
Position

‘ED or 421
Applied for: E{kcoviss WV &R, Clare T CA 91711

SO I o
Cont

November 1976--Present Job: Co inag Doctoral research
at Claremont Graduate School, Claremont, California 91711. Topic:

"Decision-making in Government Finance," with particular reference

to changes in Alaskan budgeting style following the 1969 receipt of
$900 million for the sale of North 3Slope oil leases.

Reason for leaving: Graduation (Ph.D.) by June 1977.

EXPERI!'NCE

April 1976--October 1976 Job: Rig Oiler (I.U.O.E.#302)
Working on and maintaining heavy equipment--principally truck and
tracked cranes/(to 75 ton)=-and, as a service oiler, maintainina
pickups, buses, and trucks for various construction companies on
the Trans-Alaskan Pipeline.

Salary: $1200-1400 per week Hours: 70-90 per week

Reason for leaving: Work on campaign, return to school thereafter.

November 1975--March 1975 Job: Continuing Doctoral research
at Claremont Graduate School. Details as above. Also performed
research assistant work on Medi-Cal drua purchasing study.

Reason for leaving: Income opportunities and requirements.

July 1975--October 1976 Job: Riqg Oiler (I.U.O.E.HK302)
Working on and maintaining heavy equipment--principally cable and
hydraulic backhoes, briefly ditcher, crane, and clam; working as
a welders' helper, preparing work surfaces and providing welding
supplies; briefly assisting grader operator in road construction
in Juneau--other jobs for various construction companies on the
Trans-Alaskan Pipeline.

Salary: $850-1400 per week tiours: 70-98 per week

Reason for leaving: Return to graduate school.

January 1975--June 1975 Job: Graduate School Instructor
Employer: University of Alaska, Juneau, Alaska 99801

Oraganizing, researchinag, preparina and delivering class lectures
for the graduate-level class "Economics and Public Policy;" also
encouraged student participation and ewaluated student work.
Salary: $1050 per semester llours: 4 class hours per week
Reason for leaving: Completed semester.

March 1975--May 1975 Job: Television News Reporter
Interviewing and photographina elected Alaskan officials; collating
and editing news to TV format; presenting leaqislative news on-camera
to state-wide audience via ATS-6 communications satellite.

Salary: S35 per show (weekly) llours: B8-10 per week for %hr show
Reason for leaving: U.S.State Dept. & NASA moved ATS-6 to India.




January 1975--March 1975 Job: Television Cameraman

Employer: Office of Telecommunications, State of Alaska, Juneau
Operating TV camera, setting lights, arranging sets, calming and
instructing guests, monitoring sound levels, constructing sets and
preparing graphics.

Salaray: $50-10U per week Hours: 10-20 per week

Reason for leaving: Promotion to Television News Reporter.

May 1974---Present Jobh: Photographer (Self-employed)
Documenting construction of the Trans-Alaskan Pipeline using an

8x10 view camera; performing reqular photographic services on demand.
Salary: Varies llours: Varies

Reason for leaving: Ncne; will continue as avocation.

May 1974---Present Job: Consultant (Self-employed)
Performing orgauizational and budgeting studies for business and
governments.

Salary: Varies Hours: Varies

Reason for leaving: None; will lie dormant during employment.

June 1973--May 1974 Job: Departmental Internal Auditor
Employer: Dept. of Health & Social Services, State of Alaska, Juneau
Preparing budget for new agency:; researching special topics for
Commissioner; reviewing field audits for correctness: developing

information system for Federal requlations; reviewing full-cost-of-

care institutions' rates.

Salary: $340-380 per week Hours: 37% per week /
Reason for leaving: Opportunities for personal growth.

November 1972--June 1973 Job: Program Budget Analyst
Employer: Div. of Pudget & Management, State of Alaska, Juneau
Participating in budget preparation and administration; testifying
in hearings before Governor's Budget Review Committee: discovering,
researching, and reporting on Alaskan issues (from "Training for
Accountants" to "Economic Impact of the Pipeline.")

Salary: $275 per week Hours: 37% per week (+ unpaid o.t.)
Reason for leaving: Promotion to more responsible position.

June 1972--July 1972 Job: Proqrar Budget Analyst (Temp.)
Employer: Dept. of Fish & Game, State of Alaska, Juneau

Preparing Fish Hatcheries budget according to Legislative and
Executive directives.

Salary: $200 per week Hours: 37% per week

Reason for leaving: Ccmpleted budqget.

April 1972--May 1972 Job: Administrative Asst. (Temp.)
Employer: Dept. of Health & Social Services, State of Alaska, Juneau
Managing Case Service Unit, supervising 5-8 pecople in the assignment
of unique numbars to Social Service cases, meeting varied deadlines.
Salary: S188 per week Hours: 37% per week

Reason for leaving: Participate in State Democratic Convention.




September 1971--January 1972 Job: Graduate School Instructor

Employer: University of Alaska, Juneau, Alaska

Teaching graduate-level class, "Fconomics and Public Policy." For
details, see identical job above.

Salary: $900 per semester Hours: 3 class hours per week
Reason for leaving: Completed semester.

June 1971-~September 1971 Job: Commercial Fisherman
Employer: M/V Teal, Ken Marlowe, Captain, Glacier Bay, Alaska
Painting, cooking, oiling, steering: baiting, throwing, pulling
and repairinqg shrimp pots;cleaning and freezing shrimp: other
duties as required.

Salary: One Share Hours: Extensive

Reason for leaving: Not enough shrimp; began teaching.

June 1970--Semptember 1970 Job: Administrative Asst. (‘Summer)
Employer: N.A.S.A., Manned Spacecraft Center, Houston, Texas

Compiling educational materials for cross-traininag of budaet and
procurement personnel; compiling contract record list for Preventive
Medicine Division of Lunar Receivina Laboratory--on own initiative,
devised low-cost computerized contract record system, later implemented.
Salary: $160 per week llours: 40 per week

Reason for leaving: Return to graduate school.

June 1969--September 1969 Job: Laborer

Employer: Dureau of Land Management, Fairbanks, Alaska

Building isolated mountain hiking trail 100 miles north of Fairbanks,
using hand tools, living in tents, rotating as camp cook, backpacking
supplies.

Salary: 5240 per week llours: 48 per week

Reason for leaving: Return to graduate school.

June 1968--September 1968 Job: Assistant Convention Coordinator

Employer: 1llinois Bell Telephone Company, Chicago, Tllinois
Organizing work flow of pre-engincered circuits for Democratic
National Convention, maintaining Convention cable records, answering
customer and installer inquiries.

Salary: $145 per week Hours: 40 per week

Reason for leaving: Attend graduate school.
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EDUCAT ION

From: September 1968 Subject: Government Degree: M.A. (Ph.D.) {
To: January 1971 School: Claremont Graduate School
(Also 11/75-4/76,11/76-) Honors: Lincoln School of Public Finance Fellow

From: March 1966 Subject: Management Degree: B.S.
To: June 1968 School: University of Illinois at Chicago Circle
Honors: Dean's List*, Honors Day ('67,'68)

From: September 1961 Subject: Physics
To: January 1963 School: University of Illinois at Urbana
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From: February 1963 M.O0.S5.: Radar Repair Specialist

To: February 1966 Service: U.S. Army in Missouri, New Jersey,

Discharge: Honorable Colorado, Korea, & Wisconsin
School: Radar Repair School, Ft. Monmouth

PERSONAL
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Birthplace: Chicaqo 1966-68: Colleae of Business Representative
Hair: Dark Brown to Circle Center Board, Dean of Students
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Marital Status: Sinqle Sailing Club, Pottery Instr., Photography, AK§
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State Democratic Conventions: Juneau Mayoral
and State louse Candidate; American Economic
Association; National Press Photoaraphers
Association; Juneau Democratic Committeeman
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MENT. COMPLETE AND SPECIPIC ANSWERS WILL AID IN RAPID AND ACCURATE PROCESSING OF THE APPLICATION.
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YEAR, AND PART TIME WORK, SHOULD BE SUBMITTED TO THE DIVISION OF PERSONNEL AT ONE OF THE ABOVE ADDRESSES.
PLEASE UBE TYPEWRITER OR PRINT LEGIBLY WITH INK.

S T::’ﬂ::u? Tyezovwe Deems %gﬁ-?:.venm Qmp

PERSONAL DATA
2. SOCIAL SECURITY NO.

39,

‘3. NAME {Lam)

l : | NAME, IF DIFFERENT, UNDER WHICH PRE-
| sonwEMAN ., . . . |Joseph ., . ., |a] wiousivemeioveo:

4. ADORESS (Street B/or P.O. Do)

| 306, S, Willowghbwy, o 4 . . I LEARNED OF THE POSITION FOR WHICH | AM
APPLYING FROM: (ENTER CORRECT CODE IN sox
(Clzy) AT LEFT)

A n i A I L " L " A _.‘Yl '-ﬂ.ﬂ. Bwution

8. TELEPHONE (Home) (Business) :‘7-"'- Station

O DATE OF BIATH . | AM APPLYING POR: (ENTER CORRECT CODE IN
ey BOX AT LEFT)
REPORT ADDRESS AND
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SOUAL OPPORTUMITY TMPLOVYMENT: THE STATE OF ALASKA T~ TEMPORARY EMPLOYMENT
I8 REQUIRED BY FEDERAL LAW TO HAVE AN AFFIRMATIVE
ACTION PROGRAM WHICH WILL ENSURE FAIR EMPLOYMENT
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Claremont Graduate School- 9/68 - 6/70 Transcgtipts on Yes | M.A. | Governnant
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'READ CAREFULLY THE ANNOUNGIHIHT FOR THE JOB Pﬂl»mlcﬂ YOU ARC APPLYING,. YOUR NAME WILL ST MADE
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ECONOMIC POSSIBILITIES FOR THE PERMANENT FUND: ALASKA

In September of 1969, the State of Alaska sold its

fabled North Slope oil leases for $900 million; the State
‘budget for that year was about $150 million.

Sincé that time Alaska's operating budget has grown
faster than recurring revenues: the windfall $900 million
has now been exﬁausted and the State's budget for fiscal
1978 alone is now projected at $900 million.

The Alaskan people, while appreciating the funds
spent on their behalf, have become concerned that future
oil lease sale bonuses and oil and gas royalties highf be
spent at the same rapid rate. However, the Alaskan Constitution,
a model document when drawn up in 1959, specified that all
revenues of the State would go directly into the General
Fund--the disbursement of which is gontrolled by the Legis-
lature and the Governor. Accordingly, the Legislature put
before the people constitutional amendments which would
permit the establishment of a "permanent fund", reserving
at least 25% of future bonus and royalty principal from the
spending authority of the State. On November 2, 1976, the
Alaskan citizenry voted to adopt those amendments.

Governor Hammond of.hlaska, whosei style runs toihigh
use of councils, committees, and task forces, has appointed
a Growth Policy Council to advise him on directiocns for
development in Alaska. The Growth Policy Council will also
advise the Governor on the use of monies in the Permanent

Fund.




Recently, the Growth Policy Council has asked the

Alaskan citizenry for their advice; the Council has set
up a series of public meetings, called "Public Forum", to
discuss Alaskan issues--including the question of how the
principal of the Permanent Fund should be used to earn
interest. W%hile Public Forum will debate the relative
merits of loans to industry, individuals, communities and
renewable resource development, we will not duplicate that
discussion here.

Instead, concentrating attention on the potential
stabilizing effect of the Permanent Fund, we note that the
economic history of Alaska has been one of persistent booms
and busts. The 18th Centmsury Russian invasion for furs
to the 19th Century stampedes for ¢gold, the more recent
rise and fall in interest in Alaskan copper and salmon--
all tell the story of rapid depletion of economic resources.
The prevailing philosophy appears to be "Get it while you can."

Now oil development is said to be different. In a
study of economic effects of the pipeline contracted by
Alyeska, Mathem;tical Sciences Northwest concluded that
"there will not be a boom and a bust. Instead, there will
be a period of rapid growth followed by a steady period."

There is in economics a relationship between the rate
cf economic growth and new inveatment known as the "accelerator

principle." DBriefly, the accelerator principle shows that

investment is dependent upon economic growth--if an economy




does not grow, then there will be no new investment even if

the economy had been at a very high level. Then "rapfd

growth followed by a steady period" translates as "a period

in which new.investment is high followed by a period in which
there is no new investment." And this in turn translates
into "a boom and a bust", the very results which that early
study attempted to deny.

Now there is no denying that Alaskans like some aspecta
of the boom period. There are even some who profess to like
the bust that always seems to follow, for the economic depression
sends back home all the "Outsiders" that came up to get rich
quick. In actual fact, however, many of the newcomers stay
and settle in the state, despite the economic hardships of
the post-boom eraa, and many old~timers suffer economic
difficulties during the boom period as well, usually because
their income sources are 10t tied to the new industry that
causes an extreme inflation in prices.

The point of all of this is that the permanent fund
can and ought to be used in such a way as to lessen these
adverse cffects, to lesusen the wildness of the boom and
the disaster of the bust. 7Tt ia not hard to do in theory--
the State need only concentrate its investments in Alaska
during the busts, shoring up a sagging economy, and send
Permanent Fund monies out of the state when Alaska is

along on its own. In ita simplest expression, this

saving money for a rainy day.




The stabilizing use of the Permanent Fund will be more

difficult--though not impossible--to_ensure in practise.

Even in boom times, there will be those who will profit
by additional investmeﬁta Typically, one may expect some
portion of those anticipated profits to go into lobbying
efforts and campaign contributions designed to sway Alaskans'
government from the stabilizing course set forth above. The
strong feelings of many Alaskans that Alaskan money should
be used to promote the Aiaskan economy all the time will
likewise be hard for candidates to ignore--and equally
difficult for elected officiaﬁ to turn aside. 1In part, it
is the relatively short terms of office--two or four years--
which keep Alaska's government representative at the same
time as itwthose same short terms which prevent the long-
range view necessary to the solution of this problem.

What, then, is to be done?

The structure of the Federal Government provides a
clue. Just as the Federal Reserve wios created as an
independent agency whose qgoal is to promote stable growth
and whose Chairman is appointed for a l4-year term, so thé
Permanent Fund Commission in Alaska should be created as
an independent agency whose goal is to promote stable
growth and whose Fund Manager is appointed for a 10-year term.

It is the purpose of this paper, then, to show that
both the economic problem and the political problem are

capable of solution and to suggest that the solutions be

carried out.




Government pepartment
Claremont Graduate School
Claremont, California 91711

March 21, 1977

Robert B, Atwood
Editor & Publisher
Box 40, Anchorage Alar .a 99510

Dear Mr. Atwood;

Thank you very much for your extended letter of March 10
and for the sincere and interested tone you use in it, My concerns
about your possible reactions appear to have been groundless, for your
genuine nature is better by far than that ascribed to you by your enemjecs--
or even by your supposed friends,

You are right, too, in much of your assessment of Alaska's
economic growth. You say, quite correctly, that Alaska's economic his-
tory has been "a sequence of periods when growth was rapid, separated by
periods when grecwth was not so rapid." The metaphor I like to use is that
Alaskan economic growth is like a series of waves coming on to shore in
a rising tide: each wave, as it advances and retreats, leaves the tide

line of flotsam and jetsam at a higher level than the one preceding.

While Alaskans overall are certainly better off now than
the Natives alone were before 1741--there are prubably some iconoclastic
lovers of primitive conditions who might argue this with us--the effects
of those receding waves have not always been particularly pleasant, es-
pecially for those who understandably hoped for the crest to continue to
rise,

Why this should be so ks perhaps explalned most clearly by
example; here follows the explanation of the accelerator principle by
Rlichard G, Lipsey and Peter 0, Steiner, Economics (New York: Harper and
Row, Publishers, 196%), pp. 567-570; (Other standard economic texts say
much the same thing about tha accelerator principle; see Paul A, Samuel-
son's Economics, for example.)

Very well. Flrst let us distinguish between replacement
investment and new investment. If we have five machlnes, say printing
nrasses for example, which have each a life of five years, have each
been hought {n a succeeding year, and have each the same cost, we will
have to continue to buy a new press every year to replace the one which
{s Just wearing out: this Is just replaecement Lnvestment, If, however,
populatlion grows and with that growth comes a greater demand for the
newspapers turned out on the presses, we may have enouph potential sales
to justify the purchase of a sixth machine: this Ls new investment, also
called net {nvestment,




_ Somebody will have had to save ({nvest, not consume imnedi-
ately) in order for there to be money available for the purchase of this
sixth machine; it does not matter for our purposes whether the savings
have occurred by the newspaper owner or by the depositors at the bank
from which a loan i{s secured or by investors who buy stock or bonds of
the newspaper company. For growth to occur, someone, somewhere must have
postponed fmwnediate sstisfactinns to save and invast the capital that will
be requirved for grewth,

How in our wythlcal mewspsper businese a certain amount of
capital stock s raquired to run the business: buildings, presses, staff,
newsprint, wire services, darkroom equipment, and so on, Let's assume
that for a newspaper with annual sales of $10 million, this initial cap-
fital stock is $50 million. Economists would say the business had a
capital-output ratio of 5:1. Let's also assume, in this simplified model,
that the capital-output ratio remains at the same level of 5 to 1 over a
fairly broad range. (Economists are forever making models with unrealistlc
assumptions and Insist that the models be judged on the results, not on
the realism of the assumptions,)

Then the history of the firm may look like this:

Change in Required Net
Sales Capital Stock Invest-
(5:1 c-0 ratio) ment

$50
$50 1
$55 ¢
$65 1t
$30 |

$95 i




This is a particularly interesting table, for it shows that
a period iu which growth is not rapid--a '"steady period"--may mean that
there is no net lavestment, even though sales may be at more than double
the initial level. See years 19-22, Perhaps growth i{s limited by the
amount of money which has been saved up, perhaps it is limited by external
reasons for slowing sales (the population does not grow quite so fast,
for example,- or the developuent of television provides a caumpetitive al-
ternative); this is not our conern hera, The question is: what are the
requirements for investment and grewth?: (Negative net investment just
meaus that ordinary replacement {nvestwent does not take place: the pub-
lisher of this lwaginary vewspaper lets one of his presses wear out in
year 21-22 and does not replace it; two worn-out presses are not replaced
in year 22-23,) :

"The main prediction of the' accelerator theory
s that rising, rather than high, output and sales
are nceded to maintain a high level of investment.
As long as output and sales are rising at a constant
anount per year, investment will be a constant amount
per year, Should output and sales stabllize at a
constant level, however, i{nvéstment will fall off
drastically. The accelerator theory thus also pre-
dicts that the economy may show unstable tendencies,
As soon as the rate of expansion of a boon slows up,
fnvestment will fall off, and this will tend to re-
duce the level of national fncome, which will depress
{uvestment still further,"

Now, to be fair, the accelerator theory is a theory like
manyother theorles in ecconomics: some people flnd it persuasive and some
do not; the statistical evidence is--as it seems nearl!y always to be--mixed
and inconclusfve., 1If, however, the accelerator princ:ple has a germ of
truth in Lt, then we have real reason to be concerned over these "sready
perlods" and tfues of "limited retrogression,"

To smooth out the inflationary effects of booms and avoid
the declines and disasters and unemployment of recessions and busts, the
permanent fund can be used to provide additional investment capital for
Alaska when the wave of development appears to be receding; permanent

fund fuvestmentis vust be withdrawn €ron alaska vhaen Lthe wave af develop-
went s advancing, howavar, fn order to avold wild nflation and a proveh
rate which cannuk. be gustalned, (This Is speakingz in general terms; ((

davelopmaent is regional, vather than state-wide, P,F. investments should
go to areas where development Ls in a decllne. Perhaps, f[or example, both
Fatrbanks and Anchorage will necd P,F, I[nvestments to avold (1l effects of
the winding down of pipeline construction in the next few years.)

It {s true that talking about good times to come can help
to instill the confidence in investors that In fact lecads to good times;
considering potentlal recessions may perhaps bring then about. It (s also
true, however, that realism is healthy; '"steady periods" and "lim{ited
retrogressions' seem, in the light of the accelerator principle, to be
cuphemisns for "recessiona)'"depressions"or'"busts,” 1f we consider that
the Alaskan econany may head downward on occasfon unless helped, then




we can also think of ways to help it L{f {t does turn down.

I think we should plan ways of helping it "just in case,"
The potential of the Permanent Fund for smoothing out Alaskan business
cycles {s such a plan, ideally resulting in a steadier rate of growth
which avoids wild Inflation and severe depressions. The enactment of
an Alaskan Full Employment Act, paralleliny the 1946 Act on the federal
level, would be a useful preliminary step in this direction, You can,
and I hope you will, use vour influenttnl editorials to argue in favor
of these ideas and plans,

To reply briefly to your other points: 1., Up until the
Natlve Land Claims Act, over 997 of Alaska was already owned by one or
another governmental budy; while the goveruments could buy up the rest
of Alaska, they fortunately sezm to be releasing their heldings, although
at a fairly slow rate, 2, Alaska's change to Statehood status, which you
helped to bring about, meant that {t assumed greater responsibilities for
roads, for the Judiciary, [or its own affairs in many fields; it (s not
likely that the Legislature would then be able to meet for the limited
times customary {n Territorial days. 3. While the Legislature {s Iin-
deed subject to many pressures and has many flaws, the Executive branch
is hardly free of pressures and flaws itself; we fortunately have both,
plus a Judicfary, to prevent the excesses of any one part. -

Thank you for your interest in the dissertatlon, which {s
nearly finished. Perhaps I have made it too long In order to make it
complete; at about 350 pages, even a Xerex copy costs about $15, 1
will be glad to send you an abstract in the near future gratis, so that
you may decide Lf the work ftself foterests you, It {s not so much on
the use of the Peymanent Fund as Lt is upon changes In budgeting styles
during "erisls" and "normal" pertods; nearly half {s a reasonably thorough
history of Alaska that you may enjoy, however, If accepted, mleroflilm
coples will eventually be avaflable through Uniwurﬂlgy 7|ur0fllm£.

Thank, too, for 2our continulng jntarest i hapcoving
alaska's econumlbc stability. OV tiLe comacai. o Aoocartber cavd, 1
hope you will rewaaber wnl s vy wishaa for ATy ok, Parr‘fh‘. Du'.
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Government Department
Claremont Graduate School
Claremont, California 91711

February 28, 1977

Robert B. Atwood, Editor & Publisher
The Anchorage Times

Box 40

Anchorage, Alaska 99510

Dear Mr. Atwood:

Thank you for your courteous reply of February 18.
Your brief words cause me to do considerable thinking to
compose an appropriate answer; in the meantime I finished
up the Alaskan history section (1741-1971) of the disserta-
tion I'm working on here.

Your newspaper and you personally appear throughout
much of the modern history of Alaska. Your chairmanship of
the Statehood Committee, your part in promoting Richfield's
entry to the Kenai assure you an ineradicable position in
the story of Alaska. Your newspaper constitutes a record of
the oil years which I have read so closely and often as to re-
veal, from often repeated editorial comments, your stance on
several issues. (If you write the editorials, that is.)

It seems more productive to dwell on areas of agree-
ment rather than disagreement, so I will suggest one relative-
ly innocuous difference only. From repeated editorials, you
seem to wish for a limited length for Legislative sessions:

I would just as soon have them meet year-round and take all
the tin.: they need to do the job right.

I am a grac ‘"e student of government finance who
came to Alaska to do research on changes in budgeting style
caused by the $900 million; Alaska's beauty captured me and
got me more interested in living there instead, though my
dissertation is finally nearing completion after all. I have
had an Alaskan variety of jobs in the 'meantime, indoor and
out; in one of them, as a budget analyst for the State, I
testified to the Alaska Historical Commission--and Evangeline
Atwvood--on the need for an oral history program in the Pioneers'
Homes. Therc was a populist movement in the traditional
American model of government by the governed which intrigued
me; I joined Ad lloc and eventually served as the Finance Of-
ficer for the Democratic State Central Committee.

Little of this has to %P with the economics of the
state except my training in econmics and government finance.
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Okay, economics lessons. (I know you are smarter
than you make out; your understanding is intuitive, while
I have to learn the darned stuff in school.)

It used to be thought that government should preity
much keep its hands off the economy. The workings of the
business cycle were supposed to be such that periods of ex-
pansion and contraction wouid follow one another without
either wild inflation or extreme depression and, as long
the economy was in fact relatively stable, this seemed like
a good idea: keeping government and business in separate
categories, that is.

The Depression of the 1930's changed all that,

What John Maynard Keynes did for economics was to
show the theoretical reasons for what the whole world knew
in all too sad practical reality: that the lowering of the
interest rate to prowvide easier capital for businesses would
not always result in a new expansion, for there was some in-
terest rate that was so low that investors would rather hold
on to the money instead.

From this and other analyses, Keynes showed that
government spending was the economic variable capable of
control (and few of them can be controlled) which could bring
the country out of a depression. Ideally, the reguirements
of deficit spending to recover from depressions would be off-
set in the long run by lowered government spending and/or in-
creased taxes during boom times. The hitherto apparently un-
important element of government was proved to be a controlling
factor in the overall business economy.

This is incredi®ly brief; hope you can make it th:uugh
my thick prose.

In the federal government, the Kennedy Tax Cut of
1964 is a clear example of Keynesian economics. Congress and
the President now annually consider explicitly what used to
be ignored: the effect of government spending on the economy
and the relation of oxpenditures to receipts.

One reason for this behavior, politically speaking,
is the Full Employment Act of 1946; Conqgress then established
full employment as a national goal, setting up the Council of
Economic Advisors and giving the Federal Reserve, the President
and future Congresses the justification for keeping the econ-
omy (supposedly) on the track of smooth and stable qrowth.

So much for the nation: now for the state.
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The economic history of the state of Alaska is one
of recurring booms and busts. The Russian fur rush, the
1898-1902 gold rushes, the 1930's copper boom, the 1940's
war boom and the i950's cold war defense construction boom
all tell the story of brief pericds of expansion followe'’
by quiet, poverty, and recession.

From your editorials ycu seem to hope the oil 'in-
dustry will prove different, evan though the completed pipe-
line will employ about 80N people instead of the 20,000 on
it during the construction period. Another economics lesson
suggests why you may wish to reconsider.

There is in economic theory something called the
"acceleration principle." Without going into the details,
this basically shows that growth is dependent’fhet additions
to investment. Paradoxically, wou can't get a net addition
to investment unless the economy is growing at an ever-faster
rate. If the economy is steady, even at a very high level,
disinvestment is taking place and a downturn will follow.

So, in this light, what do you make of the Mathemat-
ical Sciences Northwest Study commissioned by Alyeska which
forecasts that the pipeline's economic effects will be rapid
growth followed by a steady period? If you are with the brief
reasoning given here, you'll agree that "rapid growth follow-
ed by a steady period" is just using other words for, what
they did not want to say, "a boom and a bust." The Fairbanks
experience after the "mini-boom" of 1970 is a good example
of how unpleasant a "steady period" can be.

What can be done about all this? The politicians,
who should have raised taxes in Alaska during the construction
period to slow inflation and lowered them afterwards to en-
courage other industries, often have political reasons for
not doing what is economically rzsquired. The creation of the
permanent func offers a pot of money big enough to be used as
an economic balancing tool, despite the possibly less than ap-
propriate actions by other elements of state government.

When Alaska is booming along quite nicely by itself,
the monies in the P,F. should be invested outside the state,
in order to avoid the dangers of inflation. When the tide
turns, as history shows it generally does, P.F. funds should
be brought back into Alaskan investments to keep the economy
of the state from sliding into a depressed situation. This
procedure of putting the money where it's needed may or may
not increase P.F. earnings: it definitely will help the gen-
eral Alaskan economy and the businesses and employees in it.




Atwood ; ' Februar'y 28, 1977

Now, far from Alaska though I presently am, I under-
stand that the Permanent Fund concept will remain under leg-
islative study until next year.

There is still something to be done this year, how-
eve .

Just as the Full Employment Act of 1946 gives Con-
ssional justification to federal agencies for their at-
‘empts at balancing the economy on the path of stable growth,
s> Alaska could use a similar Act to justify its future ef-

fcrts in maintaining this ideal state.

Since Alaska is in any case the state with the high-
est unemployment rate (in most years), there is sufficient
reason for the Legislature to establish the goal of full em-
ployment for all Alaskans irrespective of any consideration
of the P.F. Such an Act is suggested here and in earlier
letters named the "Alaska Full Employment Act."

You are quite right that this is not yet a hot topic
in the legislative halls on the second floor of the Capitol.
You can, however, help make it of greater interest by editor-
‘ializing in its favor in the Times, a newspaper which is not
only "The Largest In Alaska" but is also the most influential:
copies are delivered daily to the Senators and Representatives.

Because you seem to have such a strong feeling of
support for the business conditions in the state, I hope you
agree that your sponsorship of an Alaskan Full Employment
Act can, without once mentioning this year the relation to
the P.F., set the groundwork for the Permanent Fund's eventual
use in maintaining excellent business conditions on a contin-
ving basis in Alaska.

Hope this helps explain things; if not, perhaps I'll
go back to fishing in Glacier Bay or building trails through
the Crazy Mountains. )

SiPcegelg énd cordially,

. "
)9 U e

/Jﬁsephﬂnf Sonneman
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r-: DIVISION OF INTERNAL AUDIT POUCK C-JUNEAU 83801
I

Novenber 28, 1973

Mr. Jack Baker, Supervisor
Division of Legislative Audit

Dear Mr Baker:

Coopers and Lybrand's audit report on the Alaska State Development
Corporation was reviewed by the Department of Commerce, the agency and the
Department of Administration,

The agency concurs with audit recommendations presented in the report.
Comments were considered fair and presented in a helpful mamer.

The matter captioned, Lnabling Legislation, is presented without
recomnendation or solution. We will review this subject when we examine
the agency for cifective compliance to other comments. Since the progran
administrator just changed, we feel it advisuble to postpone our action.

Sincerely,

f}é’?d’-z':.,t« [?/ ¢ % u.;Z-IZ/

Richard A. Smith
State Internal Auditor
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Legislative Audit Committee
The Honorable Governor of Alaska

The Board of Directors
Alaska State Development Ccrporation
Juneau, Alaska

We have examined the balance sheet cf Alaska State
Development Corporaticn as ¢f June 30, 1973 and the related
statement of changes in fund balances and statement of revenues
and expenditures - General Revenue Fund for the year tihen ended.
Our examination was made in accordance with generally accepted
auditing standards, and accordingly included such tests of the

accounting records and such other auditing procedures as we
considered necessary in the circumstances, The prior year
financial statements, which have been restated (Note 7), were
not examined by us and are included in this report ior com-
parative purposes only.

In our opinion, the aforementioned firancial statements
present fairly the financial position of Alaska State Develcp-
ment Corporation at June 30, 1973 and the results of its oper-
ations for the year then ended, in conformity with generally
accepted accounting principles applied on a basis consistent

with that of the preceding year.
./’{}0\-/,%4"; // » 4&&0“-{’/

Anchorage, Alaska
September 28, 1973




ASSETS (Note 2)

Current assets:
Cash
Investments, at cost, which
approximates market value (Note 6)
Current por~zion of development loans
receivable
Current portion of notes receivable
Accrued interest receivable
Other receivables
Total current assets
Development loans receivable, net of
current portion
Notes receivable, net of current
portion and allowance for doubtful
note of $5,760
Furniture and equipment, at cost,
of accumulated depreciation of
$8,347 (Note 1)

Organization costs, net of accumulated
amortization of $35,398 (Note 1)
Bond issurance costs, net of accumulated
amortization of $99,395 (Note 1)

Interfund accounts

net

ALASKA STATE DEVELOPMENT CORPORATION
COMBINED BALANCE SHEETS - ALL FUNDS

Juite 30, 1973
General Development Loan Loss Principal June 30,
Revenue Loan Reserve Reserve . 1972
Fund Fund Fund Fund All I'unds Combined
$ 8,740 S 8,740 $§ 54,151
270,066 $1,293,465 $515,736 $600,000 2,679,267 2,367,544
335,000 335,000 325,000
1,694 1,694 1,600
62,416 62,416 75,617
4,924 4,924 9,811
347,840 1,628,465 515,736 600,000 3,092,041 2,833,123
3,605,204 3,605,204 4,185, 386
6,887 6,887 7,040
827 827 827
10,080 10,080 20,160
101,059 101,059 111,139
551,650 (551,650)
118,853 4,156,854 (551,650 - 3,724,057 4,324,552
$466,693 $5,785,319 $(35,914) 5600,000 56,816,098 $7,158,275

See notes to financial statements.

(2)




LIABILITIES

Current liabilities:
Note payable (Note 4)
Current portion of Class A revenue
bonds payable
Accrued interest payable
Other accrued expenses
Foreclosure expenses payable

Total current liabilities

Long-term debt:
Revenue bonds payable (Notes 2 and 5):
Class A, net of current portion
Class B
Class C certicates payable (Notes 2
and 3)
Accrued interest on Class C certificates
payable (Notes 2 and 3)
Note payable, State of Alaska (Note 4)

['UND BALANCES

Restricted
Unrestricted

June 30,

General
Revenue

Fund

$ 95,000

87,771
834

183, 605

175,000
175,000

358, 605

103,425

4,663

108, 088

$466,693

Development
Loan
Fund

Loan Loss
Reserve

Fund

Principal
Reserve
Fund

June 30,
1972
All Funds Combined

$ 600,000
600,000 -
2,950,000
1,500,000
$515, 736
84,411
4,450,000 600,147
, 050,000 600,147
(636,061)
735,319
735,319 (636,061)
$5,785,319 $(35,914)

$ 95,000
600,000 $ 600,000
87,771 96,521
834 1,296
24,578
- 783, 605 722,395
2,950,000 3,550,000
1,500,000 1,500,000
515,736 515,736
84,411 74,096
175, 000 270, 000
= 5,225,147 5,909,832
- 6,008,752 6,632,227
$600, 000 67,364 (85,132)
739, 982 611,180
600, 000 807, 346 526,048
$600,000 $6,816,098 $7,158,275




COMBINED STATEMﬁﬁT OF CHANGES IN FUND BBLAHéES - ALL FUNDS
for the year ended June 30, 1973

General Revenue Development Loan Loss Principal All
Fund Loan Reserve Reserve Funds
Unrestricted Restricted Fund Fund Fund Combined

Balance June 30, 1972, as previously reported $ 23,640 $113,925 $671,680 $ (814,600) $600,000 $594,645
Prior period adjustments:
1) Cancellation of Class C certificate received
in bankruptcy proceeding in 1970, not previously

recorded 5,500 5,500
2) Interest on Class C certificates, not previously
accrued (74,097) (74,097)

3) Adjust unrestricted fund based on 1/12th of budgeted

current expenses, as defined, for the year ended

June 30, 1973 (17,380) 17,380 -
4) pPartial recovery of development loan receivable

previously written off, credited to Development Loan

Fund instead of Loan Loss Reserve Fund (84,140) 84,140 -
Balance June 30, 1972 as restated 6,260 113,925 604, 920 (799, 057) 600,000 526,048
Excess of revenues over expenditures 167,554 167,554
Transfer per Section 505 of the trust indenture (167,554) 167,554
Reduction in reserve for payment of principal and interest

of Class A revenue bonds for the next six months (10,500) 10,500
Payment of Class A revenue bond principal 600,000 (600, 000)

Transfer of unrestricted funds due to the reduction of

budgeted current expenses, as defined, for the

following month (1,597) 1,597
Transfer 1/4 of 1 percent of development loans receivable

balance at June 30, 1973 per Section 5107 of the

trust indenture (9,850) 9,850
Transfer 1 percent of development loans receivable balance

at June 30, 1973, per Board of Directors' authorization (39,402) 39,402
Partial recovery of Seldovia Inn development loan

receivable pr:viously written off 20,820 20,820
Reduction of allowance for doubtful notes 83,239 83,239
Reduction of estimated foreclosure expenses 20,000 20,000
Class C certificate interest expense for year ended

June su, 1973 (10, 315) (10, 315)
Transfer of funds to meet the next principal payment

requirement of Class A revenue bonds = (420, 349) 420,349
Balance June 30, 1973 g 4,663 $103,425 $735,319 $(636,061) $600,000 $807, 346

See notes to financial statements.

(3)




COMBINED STATEMENT OF CHANGES IN FUND BALANCES - ALL FUNDS

for the year ended June 30, 1972

Balance June 30, 1971, as previously reported
Prior period adjustments:

1) Cancellation of Class C certificate received in
bankruptcy proceeding in 1970, not previously
recorded

2) 1Interest on Class C certificates not previously
accrued

3) Adjust unrestricted fund based on 1/12th of budgeted
current expenses, as defined, for tne year ended
June 30, 1972

4) Correction of Class C certificates outstanding
previously reported as treasury shares

Balance June 30, 1971 as restated

Excess of revenues over expenditures

Transfer per Section 505 of the trust indenture

Reduction in reserve for payment of principal and interest
of Class A revenue bonds for the next six months

Payment of Class A revenue bond principal

Transfer of unrestricted funds due to the reduction of
budgeted current expenses, as defined, for the
following month

Transfer of 1/4 of 1 percent of development loans
receivable balance at June 30, 1372, per Section 510
of the trust indenture

Transfer 1 percent of development loans receivable balance
at June 30, 1972, per Board of Directors' authorization

Partial recovery of development loans receivable previously
written off

Class C certificate interest expense fcr the year ended
June 30, 1972

Transfer of funds to meet the next principal payment
requirement of Class A revenue bonds

Write off of development loans receivable

Balance June 30, 1972

General Revenus

Fund
Unrestricted

Restricted

$ 26,150

(19,133)

7,017

119,642
(119,642)

$ 6,260

$124,425

124,425

(10,500)

$113,925

See notes to financial statements.

(4)

Development Loan Loss Principal All
Loan Reserve Reserve Funds
Fund Fund Fund Combined

$512, 286 $ (790, 399) $600,000 $472,462
5,500 5,500
(63,781) (63,781)
19,133 =
(60,500) (60,500)
531,419 (909,180) 600, 000 353,681
119,642
119,642
10,500
600, 000 (600, 000)
757
(11,480) 11,480
(45,918) 45,918
84,140 84,140
(10, 315) (10,315)
(469,101) 469,101
(21,100) (21,100)
$604, 920 $(799,057) $600,000 $526,048




STATEMENT OF REVENUES AND EXPENDITUﬁES £
GENERAL REVENUE FUND
for the years ended June 30, 1973 and 1972

1973

Revenues:
Interest income from:
Development loans receivable $293,133 $332,992
Time certificates of deposit 74,897 63, 247
Savings and loan certificates 42,269 32,256
U.S. government securities 15,837 8,347

426,136 436,842
Jther income 543 303

426,679 437,145

Expenditures:
Salaries and administrative services 12,693 20,956
Bank service fees 9,653 13,903
Trustee charges 5 MR o . 1,981
Travel and per diem 989 2,273
Insurance and bonding 548 848
Telephone and telegraph 544 705
Payroll taxes 202 786
Legal - 9,164
Bad debt - 10,800
Other operating expenses 164 R DD
Amortization of organization costs 10,080 10,082
Amortization of bond issuance costs 10,080 10,080

46,725 84,103

r.terest expense:

Class A revenue bonds $136,600 $157,600

Class B revenue bonds 72,000 72,000

Note payable 3,800 212,400 3,800 233,400

259,125 317,503

Excess of revenues over expenditures $167,554 $119,642

See notes to financial statements.




NOTES TO FINANCIAL STATEMENTS

The Corporation:

The Alaska State Development Corporaticn is a tax exempt
corporation created by the State of Alaska Legislature to
provide development loans to encourage and assist develop-
ment of new business and industry in Alaska and to
rehabilitate and expand existing business and industry in
the State.

The significant accounting policies of the Corporation are
as follows:

a) Furniture and equipment have been depreciateéd over their
estimated useful lives, to their estimated salvage value,
principally by the straight line method. There is no
depreciation expense for the year ended June 30, 1973.
Depreciation expense for the year ended June 30, 1972
is $454,

Organization costs were being amortized over twenty
years by the straight line method until June 30, 1971.
Beginning July 1, 1971 the remaining balance is being
amortized over three years, by the straight line method.
The effect of this change is to increase amortization

by $§7,560 and to decrease excess of revenues over
expenses by a like amount for the year ended June 30,
X972,

Bond issuance costs are being amortized over twenty years

(the original lives ol the bond issues) by the straight
line method.

Funds and Restricted Assets:

The Alaska statutes establish four separate funds to be
operated by the Corporation; t'ie bond trust indenture defines
more specifically the composition of each fund and its
function. These funds are a) the General Revenue Fund, b)
the Principal Reserve Fund, c) the Loan Loss Reserve Fund and,
d) the Development Loan Fund.

The assets of the General Revenue Fund are restricted to
payment of current expenses, as defined by the trust
indenture, and the interest on Class A and Class B revenue
bonds.

(6)




NOTES TO FINANCTIAL STATEMENTS, CONTINUED

Funds and Restricted Assets, Continued:

The assets of the Principal Reserve Fund are restricted to
payment of the current maturities of the Class A revenue bonds
and, as approved by the Board of Directors, to retire Class B
revenue bonds at maturity.

The assets of the Loan Loss Fund are restricted as collateral
for the payment, at maturity, of the principal and accrued
interest of the Class C certificates. This fund is charged
with all development loan receivable losses and is credited
with the proceeds of amounts recovered.

The assets of the Development Loan Fund are pledged as
collateral for the Class A and Class B revenue bonds payable.

3. Class C Certificates Payable-

Borrowers of development loan funds receive 95 percent of
their loans in cash and 5 percent evidenced by Class C
certificates payable with interest at 2 percent. The
certificates and accrued interest are subordinated to the
Class A and Class B revenue bonds and mature on August 1,
1983.

4. Notes Payable:

Notes payable of the Corporation at June 30, 1973 are as
follows:

Non-interest bear.ng note, payable to the

State of Alaska at such time as the surplus

of the corporation makes reimbursement

possible, subordinate to all other debts of

the corporation, not collateralizead. $175,000

Note payable to Governmental Statistical
Corporation at 4 percent interest, payable
annually, due August 1, 1973. $.95,000




NOTES TO FINANCIAL STATEMENTS, CONTINUED

Notes Payable, Continued:

The note payable to Governmental Statistical Corporation was
assigned to a third party; the identity of the legal owner

of the note at August 1, 1973 is uncertain. A $95,000 escrow
account was established on August 1, 1973 for payment of the
note upon the determination of the legal owner.

Revenue Bonds:

Class A revenue bonds are collateralized by the full rescurces
and credit of the Corporation and take priority in payment of
principal and interest to Class B revenue bonds and Class C
certificates.

The Class A revenue bonds mature serially from 1973 thru

1983 and bear interest from 3.7 percent toc 3.9 percent payable
semi-annually. The Class A revenue bonds are redeemable in
whole or in part, under certain conditions, cn August 1, 1973
and thereafter on interest payment dates at redemption prices
declining from 101-3/4 percent of face value tc face value on
and after August 1, 1977.

The Class B revenue bonds mature August 1, 1983 and bear
interest at 4.8 percent, payable semi~annually. The Class B
revenue bonds are redeemable in whole or in part, and under
certain conditions, on August 1, 1973 at 104 percent of face
value and at each interest payment date thereafter at de-
clining redemption prices. The Class B bonds shail not be
redeemable, either in whole or in part, unless there shall
have first been deposited in the Principal Reserve Fund, an
amount equal to the principal amount of the three largest
annual maturities of the Class A bonds.

Investments:

Investments owned by the corporaticn are as feollows:
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NOTES TO FINANCIAL STATEMENTS, CONTINUED

Investments, Continued:

June 30,
1973 1972
Time certificates of deposit $1,890,000 $1,500,146
Savings and loan certificates 727,230 689,223
Federal Land Bank bond
maturing January 21, 1974 100,044 -
Federal Home Loan Bank kond 50,193
U.S. Treasury ncte o - 89,975

$2,679,267 $2,367,544

Restatement and Reclassification of June 30, 1972 Financial

Statements:

The June 30, 1972 financial statements have been restated as
explained by the adjustments in the statements of changes in
fund balances.

Certain amounts have been reclassified in the June 30, 1972
financial statements, principally current assets and current
liabilities, to conform to the classifications presented in the
June 30, 1973 financial statements.






COOPERS & LYBRAND

CERTIFIED PUBLIC ACCOUNTANTS

i PRINCIPAL AREAS

OF THE WQRLD

October 5, 1973

Legislative Audit Committee
The Honorable Governor of Alaska

Board of Directors,
Alaska State Development Corporation
Juneau, Alaska

Gentlemen:

We have examined the financial statements of Alaska
State Development Corporation for the year ended June 30, 1973,
and have issued our report thereon dated September 28, 1973.

As a part of our examination, we reviewed and tested the Company's
system of internal accounting control to the extent we considered
necessary to evaluate the system as required by generally accepted
auditing standards. Under these standards the purpose of such
evaluation is to establish a basis for reliance thereon in deter-
mining the nature, timing, and exten. of other auditing procedures
that are necessary for expressing an opinion on the financial
statements. :

The objective of internal accounting control is to provide
reasonable, but not absolute, assurance as to the safeguarding of
assets against loss from unauthorized use or disposition, and the
reliability of financial records for preparing financial statements
and maintaining accountability for assets. The concept of reason-
able assurance recognizes that the cost of a system of internal
accounting control should not exceed the benefits derived and also
recognizes that the evaluation of these factors necessarily requires
estimates and judgments by management.

There are inherent limitations that should be recognized
in considering the potential effectiveness of any system of internal
accounting control. 1In the performance of most control procedures,
errors can result from misunderstanding of instructions, mistakes of
judgment, careclessness, or other personal factors. Control proce-
dures whose cffectiveness deponds upon segregation of dulties can be
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circumvented by collusion. Similarly, control procedures can be
circumvented intentionally by management with respect either to the
execution and recording of transactions or with respect to:the
estimates and judgments required in the preparation of financial
statements. Further, projection of any evaluation of internal
accounting control to future periods is subjeci. to the risk that
the procedures may become inadequate because oif changes in condi-
tions and that the degree of compliance with the procedures may
deteriorate.

Our study and evaluation of the Company's system of in-
ternal accounting control for the year ended June 30, 1973, which
was made for the purpose set forth in the first paragraph above,
would not necessarily disclose all weaknesses in the system. How-
ever, such study and evaluation disclosed the following conditions
that we believe to be weaknesses. Our detailed findings and recom-
mendations are included in this report which are indexed on the
following page.

should you have any questions concerning the matters

in this report or any other matter relating to our examination, we
shall be pleased to discuss them at any time.

Aopsess Fyteant!
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I.

Accounting Controls:

A.

Controls over cash receipts could be improved.

We recommend that cash receipts by mail should be listed

by the person opening the mail. The list should indicate
date received, payee and amount. The list should later be
compared to the cash receipts book listing and bank deposit
slips, by someone independent of the cash receipts functions,
to ascertain that all receipts are accounted for by the
Company and recorded by the bank on a timely basis. These
procedures are recommended to strengthen controls of cash
receipts.

Vendor's invoices paid are not now being cancelled to
indicate payment.

We recommend all invoices be appropriately marked "Ppaid"
and the check number be inserted in an appropriate space
on a block stamp imprint, before the check and related
invoices are routed to the check signer. All duplicate
invoices should be destroyed upon receipt. This procedure
should m* .mize the likelihood of duplicate payments.

An accounting manual is not now in use.

We recommend an accounting manual be prepared to provide

descriptive analysis of the accounting system and the
various accounting functions. The manual should define
the various items in the chart of accounts and should
interpret the fund accounting regulations and restrictions
as set forth in the Company's enabling legislation and
trust indenture.

The advantages of such a manual are that operating and
management decisions need he made only once. Without
such a manual, decisions are often made at a clerical
level and with turnover of personnel, the probable result
is inconsistency in recording, summarizing and reporting
financial data. The manual also provides a written docu-
ment which can be useful in training new personnel.

(1)




I% Accounting Controls, Continued:

Internal audit functions performed by corporate personnel
are not formalized.

We suggest that certain reviews of clerical accounting
and operating functions be made monthly by someone inde-
pendent of the clerical group, and the reviews be docu-
mented by having the reviewer initial and date the docu-
ments reviewed. We suggest these reviews include the
following: |

a) Review of distribution, summarization and posting of
cash receipts and cash disbursed to the general ledger
and subsidiary ledgers.

Review of non-recurring journal entries.

Review of computation and posting of standard -journal
entries.

Review of bank reconciliations and investigation of
unusual reconciling items.

Review reconciliations of subsidiary records to the
general ledger for development loans, interest receiv-
able, etc.

Review of funded reserves activity.

Review of collectibility of receivables, particularly

development loans and related interest.

Enabling Legislation:

During our review of the development loan portfolio, three
violations of the Alaska Statutes Title 44 Chapter 59 (the
enabling legislation for Alaska State Development Corporation)
were noted. They are:

a) Secction 44.79.350; the present terms of the Matanuska

Maid development loan results in a maturity date later
than the maturity date of the Class B bonds. The

(2)




" 'II, Enabling Legislation, Continued:

development loan receivable balance at the maturity
date of the Class B Bonds approximates $50,000 pro-
viding that Matanuska Maid, Inc. continues to amor-
tize their loan according to the present agreement.

Section 44.59.310; the loan to Mr. & Mrs. A. W.
Jurgeleit is wholly owned by the Company with no
participation by a lending institution.

Section 44.59.380; the loans to Fourth Avenue Invest-
ments and Matanuska Maid, Inc. had principal balances
at June 30, 1973 greater than ten percent of the sum
of the principal outstanding on the Class A and Class
B Bonds.

Neither the statutes not the trust indenture with Franklin
National Bank indicate any remedies that may be available to
the holders of the Company's securities when violations of the
above type occur. However, these viclations are brought to
your attention for your further consideration as to any coxrp-
orate action you may feel necessary.

Trust Indenture:

The Company's current policy is to carry one-twelfth of
total budgeted annual expenditures (including interest) in
the unrestricted portion of the Ger :ral Revenue Fund. The
unrestricted portion of the General Revenue Fund should
have a bhalance equal to the ensuing month's budgeted current
expenses as defined in the trust indenture. This definition
makes no mention of interest on Class A and Class B bonds
and Class C certificates as being a part of current expense.
The restricted portion «f the General Revenue Fund has
subaccounts whiclh contain provisions for the Class A and
Class B bond interest. The Class C certificate interest

is provided for in the Loan Loss Reserve Fund.

Continued
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III. Trust Indenture, Continued:

We recommend that accounts in the General Revenue Fund
be related to the governing definitions and trust inden-

ture requirements.

The trustee is not sending a duplicate copy of a certifi-
cate of cremation of all matured and paid bonds to the

Company as is required by Section 509 of the Trust inden-
ture.

We recommend that the Company contact the Franklin National
Bank and ask them to comply.

Class C Certificate Accrued Interest:

The interest accruing on Class C certificates has not been
recorded as a liablility on the books of record of the Comp-
any and the current year expense is not included in the

annual budget. The Alaska statutes and interpretations there-
of by the Alaska Attorney General's Office, indicate that the
interest on Class C certificates is a liability of the Company.

We recommend that interest on Class C certificates be accrued
and recorded monthly even though it is subordinate to the
principal and interest on the Class A and Class B bonds and
principal of the Class C certificates.

Fund Accounting:

The enabling legislation and trust indenture of the Company
establish certain funde and set forth certain accounting

requirements and restrictions on the assets of these funds.
At present the Company is partially following fund accounting
by proper segregation of fund balances and funded reserves.

Continued
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Fund Accounting, Continued:

We recommend that the assets and liabilities of the Company
be identified with their respective funds and the designated
amounts be noted in the general and subsidiary ledgers.

The purpose of fund accounting is to insure proper recording
and reporting of pledged and trust assets as required by the
trust indenture for the holders of the Company's securities.







STATE INVESTMENT ADVISORY COMMITTEE

MEETING

October 13, 1976

Anchorage, Alaska

Reported By
TAKU REPORTERS

FRANCES B. SANDERS
RN, G NOX G191 789-7042
JUNEAU, ALASKA 99801




STATE INVESTMENT ADVISORY COMMITTEE
October 13, 1976

Anchorage, Alaska

Chairman Eric Wohlforth called the meeting to order

at approximately 9:45 a.m. on Wednesday, October 13, 1976,

in the Conference Room, Department of Revenue, 509 West
Third, Anchorage, Alaska.
Members present were:

Dr. Logsdon, Associate Director, Agricultural Experi-
ment Station, University of Alaska, Palmer.

Mr. Eric Wohlforth, Attorney at Law, Anchorage

Robert Barnes, President, Alaska State Bank, Anchorage

Mr. Dennis Waldock, Foster & Marshall, Anchorage

Mr. Martin Pihl, Vice President and Comptroller,
Ketchikan Pulp Company, Ketchikan

Mr. Robert Thorstensen, Petersburqg Fisheries, In..,
Petersburg

Jim Edenso, Deputy Commissioner, Department of Revenue

Mr. Jamie Love, Alaska Public Interest Research
Groun, Anchoraqge

Mrs. Lanie Fleischer, Anchorage

Representative Hugh Malone, Kenai

Representative Richard Urion, Anchorage

Representative Clark Gruening, Anchoragec

Langhorne Motley, Commissioner, Devartment of Commerce

R. LeResche, Office of Governor, Jvneau

Absent Members:

Mr. Emil Motti, President, Alaska Native Foundation,
Anchorage

Mr. Robert McFarland, First Federal Savings & Loan,
Anchorage

Scnator John Burtrovich, Fairbanks

Senator Jalmar Kerttula, Palmer

Senator John Sacket, Fairbanks

Andrew S. Warwick
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Others present were:

Peter B. McDowell, Price Waterhouse

Paul Dodson, Alaska Dept. of Revenue

Vincent Wright, Alaska Dept. of Revenue

Carol A. Greil, Area Realtors, Inc.

Dona K. Lehr, Policy Development & Planning

Kenneth Jensen, Arthur D. Little, Inc., San Francisco
Ken Butler, White, Weld & Co., San Francisco

Gary Larson, Price Waterhouse & Co.

L. Patrick Oden, White, Weld & Co.

Charles J. Fuhrmann, White, Weld & Co.

Jack 0'Quinn, Alaska 0il & Gas Assn.

William Batko, Institute for Local Self-Reliance

Lisa Jorgenson, AKPIRG

Dan Regis, Price Waterhouse & Co.

Bradford Tuck, Fed/State Land Use Planning Commission
Susan Andrews, Anchorage Times

Paul Engelman, Fed/State Land Use Planning Commission
Thomas R. Packer, Alaska National Bank

Dave Rose, Bond Bank Authority

Jim Weber, BLM - State Office

Jim Rhode, Staff, House Finanace Comm,

Frank Reed, Jr., Dean Witter & Co.

Sterling Gallagher, Commissioner, Department of Revenue
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MR. WOHLFORTH: We're calling the meeting to order;
Mv name is Eric Wohlforth, I'm pinch-hitting for Bob McFarland)
the Chairman, who is embarking on a round-the-world cruise
for some seven weeks and left yesterday. The first item of
business on the agenda is opening comments by Commissionar I
Gallagher.

There is a sheet being passed around the room for
convenience. If you can simply sign your name when it reaches
you, or print your name, your firm, unless you're a member
of the Committee, and your address, it will be helpful.

So we'll now hear Commissioner Gallagher's opening

comments.

MR. GALLAGHER: I would like to welcome you all to the|
second meeting of the State Investment Advisory Committee ccm-|
cerning the establishment of the proposed Permanent Fund. |
The last meeting served to introduce the new members of the
Committee and to initiate the process of establishing the
Permanent Fund. This meeting will allow the Committee the
opportunity to begin evaluating the work currently being under-
taken by the Consultants for the Permanent Fund.

Bob Richards will further describe the State's economy
by providing a sectional analysis of each segment. His input
will allow the Committee to begin focusing on the potential

investment opportunities available in Alaska. Information

of this nature will be usclivl for considering investment
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Price Waterhouse will present their report on the
organizational structure, management and control of existing

funds which currently undertake the administration, management

and investment of large development projects. Their report

compares the characteristics of funds which are similar in
nature to the proposed Permanent Fund, e.g., the limitation
which permits only income earning investments.

White, Weld and Company will present their report on
existing permanent funds. Characteristics of these funds
will be reviewed and outlined for the Committee.

The Governor has asked the State Investment Advisory
Committee to actively pursue the establishment of the Perma-
nent Fund. This Committee was expanded to include a broader
base of Alaskans to provide a greater breadth of ideas and
input for establishing the Permanent Fund.

There has been some concern expressed in the news
media that the State Investment Advisory Committee has become
a "powerful board." This is a basic misunderstanding of the
State Investment Advisory Committee. The State Investment
Advisory Committee is mandated by statute to advise tine Com-
missioner of Revenue on investment policy for the State's
funds. The use of the State Investment Advisory Committee
for the Permanent Fund is an exception and its expansion is

intended to be temporary. Upon the event that the Permanent
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Fund is established, it 1s anticipated that the State Invest-

ment Advisory Committee will return to its previous status.

There has been much concern expressed concerning the
goals of the Permanent Fund. Let me share with you at this
time my view on the potential goals of the Permanent Fund.
Briefly, I see three major goals of the Permanent Fund.

The Permanent Fund could have as one of its goals the
strengthening of the State's economic base. This could be
accomplished by adopting policies for the investments which
tend to stabilize the econcmy, a flattening out of the so-
called peaks and troughs in the economy. Investments into
renewable resources using non-renewable resource funds will
help future economic conditions. Policies which tend to
reduce the seasonality of employment would provide greater
employment opportunities for more Alaskans. The benefits of
the Permanent Fund should reach a broad population base of
the State.

A second goal could be to provide assistance in the arda
of community development. This idea falls within the broad
population based concept. Assistance in communication developH
ment, housing assistance and other socially related programs
could be the goals for the permanent fund.

Finally, a third goal could be to support the "savings
account" concept. This would affect the economic growth of

the State and allow for greater selectivity and participation
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in future development. Additional benefits could be derived
from direct earnings received on the funds. Finally, this
could provide a "cookie jar" for the occasion: . rainy day.
Many people have expressed concern for safeguarding
tﬁe funds. There are many ways of developing safeguards, and
some of these have been traditionally used by other organi-
zations with similar responsibilities. Safeguards are generall
provided procedurally through the management and control of the
organization.

Management provides safeguards by building checks and

balances into the decision-making process, e.g., a loan com-

mittee in a bank; limited lending authority; banking and
cash handling procedures, etc. A further control is the use
of generally accepted accounting reporting and auditing pro-
cedures. Annual audits are a very effective check on manage-
ment activities which enhance greater contrnl procedures.
Further, public reporting requirements on a regular basis
greatly inhibit the misuse of funds.

A brief review of our activity will establish that
there is a major effort by the State to establish the Per-
manent Fund: the cooperation between the administration and

the legislature in establishing the Permanent Fund; the usc

and expansion of the State Investment Advisory Committee as a

human resource pool to develop the Permanent Fund; the hiring

of consultants to provide rescarch and data relevant to the
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development of the Permanent Fund; and the use of the public
forum, the Alaska Growth Policy Board, to carry the dialogue
of the Permanent Fund to the general public.

MR. WOHLFORTH: Thank you, Commissioner. Before we
gét to the next item, I think Mr. Edenso wants to make a few
remarks to the members of the Committee about the materials
which are here today.

MR. EDENSO: Before we start the meeting formally
beyond this point, I'd like to find out if the members of the
Committee, all of you have rececived copies of the Price
Waterhouse report and the White, Weld report as well as a
copy of tha agenda.

MR. LOVE: I just got mine this morning and I didn't
have a chance to really review it.

MR. EDENSO: The reason we're concerned, 1'd like to
point out that Alaska Airlines has posed some problems for
delivering the reports and delivering the mail through South-
eastern and through Anchorage actua’ly. The White, Weld
report took six days to get here, and that was by special
messanger. So we did have some difficulties in distributing
and obtaining the report. However, if you are missing the
agenda and a copy of the reports, I do have a couple extra
reports with me and if I run out I'd be happy to provide

those to you at a later point.

MR. WOHLFORTI: Thank you. We will appropriately now
TAKU REPORTERS
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formally convene the meeting of the State Investment Advisory
Committee, and the Chair does note the presence of a quorum

(the Acting Chair).

The item of business next before you is adoption of

tﬁe minutes of the August 26 meeting which have been in your
hands for some time, and I'll entertain a motion for their
adoption.

MR. LOGSDON: I so move.

MR. WALDOCK: I'll second that.

MR. WOHLFORTH: Is there any discussion? If not, all

those in favor of adoption signify by saying "aye.
Contrary? They are adopted.

The next item of business is slightly out of order
on the agenda, but I've been advised it would be convenient
to turn to Mr. Vince Wright, who I believe is Director of
Research for the Department of Revenue, to give an update on
revenue projections -- if he's ready to go.

MR. WRIGHT: Yes. Each quarter the Department of
Revenue publishes what we call a Revenue Journal. In that
Journal we feature what we consider to be the results of
vital resecarch efforts. This particular Journal is devoted
to Permanent Funds. Now, in presenting this thing we are
not advocating any ideas whatsoever. We're simply presenting

a series of thoughts, concepts and ideas that council members,

administration and the legislature have developed over a
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period of time in relation to the Permanent Fund concept.
The idea is just to get thoughts out to the voters, such
that he or she can comment on them, scrutinize them, perhaps
develop them a little further.

The numbers on the back of the Journal here are an

update of ‘the charts that I presented last time. Now, in

these projections what we have done is listed those items

that Joint Resolution No. 39 has specified as being quali-

_fiable for the Permanent Fund monies. Right now the amend-
mer.t reads at least twenty-five percent, and I stress that --
at least twenty-five percent of State oil royalties, State
gas royalties, Federal royalties, mineral lease rentals and
bonus sales will be set aside for Permanent Fund purposes.
Now, on page nine we have listed these items in
numerical amounts that are attributable to each one of these
categories by year commencing in FY 77 and going out through
fiscal year 'B8S5.
On the second page over, immediately on the back, page
ten, which is titled "Permanent Fund Analysis at 25% Contri-
bution Rate" we have calculated what the actual contribution
rate would be on a per year basis in the third column there.
The last colﬁmn, we have simply accumulated those fiqures,
so that you scece by fiscal year '85, based on 25% contribution

rate you're now calculating to roughly 1.8 Million Dollars

with the accumulated permanent fund.
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Now, in developing these projections there are many
assumptions that go into them such as pricing of o0il, thrup.t
assumptions, tariff rates, etc., and due to the changing

conditions out there in the real world we constantly have

to update these figures. I would like to, in conception

terms, indicate how we derived wellhead value. I don't want

to get into the numbers. I think the numbers are going to

be constantly changing. For those of you who are not familiar
with wellhead value and its importance, I would like to go
into it.

It's on the basis of wellhead value that we determine
our royalties; it's 12-1/2 percent. You start out first of
all with what we call refinery products. In this case we're
assuming what we call OPEC prices, world-wide prices. We're
adopting Saudi, Arabian crude prices, and from that we sub-
tract what we call a series of tariff rates. There are
various tariffs. For example, you have the tax tariff, which
represents the line itself, you have the tanker tariffs.

The tanker tariffs, in this case one set coincides with
shipment from Valdez to Long Beach. The third set of tariffs
in this particular instance, for a six-month period we have
assumed to be connected with the Panama Canal route. We're
assuming that for a six-month period we're going to ship oil
through the Panama Canal.

The fourth set of tariffs we've identified with what
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we call the SOHIO line project. In other words, assuming
that everything is approved, there will be a line running from
Long Beach to Midland, Texas. Now, what that line consists
of is partially an El Paso gas line which El1 Paso has agreed
to convert to an oil line should the FPC approve it, and it
also consists of two hundred miles of new liﬁe that have to be
built across Southern California.

.Now, all those items in the tariffs, we crank those
out and you've got refinery prices and we derive what we
call wellhead value. [Irom that wellhead value you then take
your royalties, which amount to 12-1/2 percent.

If you have questions in regard to anything in the
Journal at this time around you can call us down there at
the Department of Revenue. It might take some time to digest
what is in the Journal today. Are there any questions right
now?

MR. MOTLEY: What was the allocation for going
around the Panama Canal, how much did that add to the bill?
I didn't ser that.

MR. GALLAGHER: It's Seventy-Five Cents, Tony, to
Long Beach, and it's probably about a Dollar, another Dollar
to the East Coast, about a Dollar Sixty, Dollar Seventy-Five.
Other tariff is Two Dollars and Twenty, so that's about
Forty-Five, Fifty Cents.

MR. MOTLEY: Just for the Panama Canal?
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MR. LAGHER: It adds about Forty-Five or Fifty
Cents by taking it through the Panama Canal.

MR. MOTLEY: Past Long Beach?

MR. GALLAGHER: Past Long Beach and going by water.

MR. REED: So you end up with, you're saying, about

a Dollar Fifteen to a Dollar Twenty by the time you get to the

East Coast; is that 1it?

ﬁR. GALLAGHER: No, I'm saying a Dollar Sixty to
Two Twenty.

MR. REED: I thought it was Seventy-Five Cents to
Long Beach.

MR. GALLAGHER: That's right, then there's another
tariff, an additional tariff, if you're taking the surplus
dil to ---

MR. MOTLEY: In other words, let's say Fifty Cents
roughly through the Panama Canal.

MI:. GALLAGHER: Added to that. I said it totals a
Doliar Seventy-Five for surplus oil going to Pad 3. It would
be Seventy-Five Cents to Long Beach, and if you go by sea
to Pad 3, Two Dollars and Twenty Cents.

MR. REED: What's Pad 3?

MR. WRIGHT: Petroleum District Number 3, which is
Midland, Texas.

MR. MOTLEY: It's the Gulf areca.

MR. GALLAGHER: Most of the Saudi crude i1is based on
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shore. 1It's the closest market, Two Twenty, where you can

displace Saudi crude.

MR. LOGSDON: I'd like to commend the Department of
Revenue for the picture on the fro.t of your Journal, of the
oét and pea silage in the shaiow of Byers Peak. I think
that's very nice, especially with "Permanent Fund" written
across the front of it.

MR. WRIGHT: We had Senator Kerttula in mind here.

MR. WOHLFORTH: Thank you. If you would identify
yourself before you speak, it would be helpful to the secretary
There is a verbatim transcript of these minutes taken.

It was Dr. Logsdon that just spoke and made the comments -about
the picture on the Revenue Journal,

MR. WRIGHT: Are there any other questions about the
Journal?

MR. LOVE: What would happen -- I mean, have you got
really any projections oun this, what would happen if the tax
rate was changed drastically? I guess there's an area that
taxes will go into this, or something, the net effect.

MR. WRIGHT: That is correct, taxes do not go into
this, only percentages of royalties.

MR. LOVE: Would that affect the royalties or anything?

MR. WRIGHT: Let's put it this way, depending on which
route the oil goes, the tariff rates can be affected. There-

fore, wellhead value can be affected, therefore, royalties.

TAKU REPORTERS
DEPOSITIONS « HLAMNGS GEMNLEMAL I PONTING
JUKLAU ALASHA wbnol

- 11 =




MR. LOVE:

I'm talking just about the question of

Alaska State taxes.

MR. WRIGHT:

The tax doesn't.
MR. WALDOCK: Dennis Waldock. Sterling, have you take?
any consideration into shipping any of this excess oil, rather
than through the Panama Canal, until this new line is built
cver to Midland, Texas -- have you taken into consideration
of shipping it over to Japan and what the savings would be
by exchanging of shipping oil to Japan by going ahead and
exchanging o0il with the

Middle East coming to the East Coast?

MR. GALLAGHER: We have done projections on that.

There is a considerabln

savings to the State. The advantage

to the United States is

very minimal because, of course, you

just displace the Saudi crude. You know, there may be a great

savings to the United States, but there is no very large net
savings to the U. S.

because the oil is shipped. Just

diiferent people get it, the income. In one case shippers
scem to get the money, or pipeline companies, and in the
other case it would go to the owners of the property. We,
being an owner, would receive quite an income differential,

but the nation as a whole would not get that much differcnce.

MR. WALDOCK:

Do you know any statistics on how much

it would save us, the Alaskan people?

MR. GALLAGHER:

The tariff roster in our ofrice, which

is the Saudi, Arabian report for oil to Japan versus this
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world tanker rate from Valdez to Yokohama, there's about a
Nine Cent differential pe. barrel. I'm saying the advantage
to the Japanese is somewhere around Nine Cents. I'm saying
that the advantage to the Japanese cof trade is about Nine
Cents a ba?reJ, us versus Saudi, Arabia.
MR. LOVE: These are preliminary figures, aren't they?
MR. GALLAGHER: You know, the whole tariff to Long

Beach is only Seventy-Five Cents under the American flag. If

you're talking other flags, you're talking about lower rates,

but Japan isn't that far away.

UNIDENTIFIED: When you're talking about Seventy-Five
Cents, that's the tanker tariff, that's not including the
TAPS tariff?
| MR. GALLAGHER: That is correct.

UNIDENTIFIED: What is an estimate for the TAPS tariff?

MR. GALLAGHER: TAPS tariff is Five Twenty-Five down
to Three Fifty, depending on the thruput -- in the Five
Twenty-Five range.

MR. WOHLFORTH: If there are no further questions,

questions may occur to members or others during the course

of the meeting, there will be time later as you've had a
chance to further digest the report and some of the statemcntsf
from Commissioner Gallagher and Mr. Wright. If there are
no further specific questions, or if neither of them have

anything further to say at this point we turn to Mr. Bob
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