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ALASKA PERMANENT FUND CORPORATION 

CHANGE IN PORTFOLIO COMPOSITION

January 31, J.982

Current Month Year-to-Date

MARKETABLE SECURITIES ACCOUNT

During the Month Funds were Provided by:

Portfolio Operations:

Interest Income

Net Gain (Loss) on Sale of Securities

$ 27,527,024.61 
-0-

$ 186,400,108.42 

-0-

TOTAL Provided by Operations 27,527,024.61 186,400,108.42

Sale of Marketable Securities 36,638,222.22 362,492,92 2.78

Maturity of Marketable Securities 455,845,875.26 2,581,343,580.17

Royalties & Other State Receipts 39,506,839.88 1,028,671,759.72

Other Interest Income -0- 3,030.30

Net Contributions from Loans & Mortgages -0- -0-

Net Contributions from 

Certificates of Deposit -0- 3,491,171.58

TOTAL Funds Provided During Month 559,517,^^1.97 4,172,402,572.97

During the Month Funds were Used for:

Purchase of Marketable Securities 554,073,674.59 4,145,025,524.24

Net Contribution to:

General Fund 

Certificates of Deposit 

Loans and Mortgages

-0-
-0-

2,949,820.50

931,481.21 
14,710,800.00 

9,905,320.00

TOTAL Contributions 2,949,820.50 25,547,601.21

TOTAL Funds Used During Month 557,023,495.09 4,170,573,125.45

NET CHANGE IN FUNDS it 2.494.466.88 It 1.829.447.52

Schedule continued on following page
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Alaska Permanent Fund

CHANGE IN PORTFOLIO COMPOSITION - Continued

Current Month Year-to-Date

CERTIFICATES OF DEPOSIT

During the Month Funds were Provided b y ;

Interest Income -0- 2,680,371.58

Maturity/Sales -0- 36'100,000.00

Contribution from Marketable Securities -0- 14,710,800.00

TOTAL Funds Provided During Month -0- 53,491,171.58

During the Month Funds were Used for:

Purchase of Certificates of Deposit -0- 50,000,000.00

Contribution to Marketable Securities -0- 3,491,171.58

TOTAL Funds Used During Month -0- 53,491,171.58

NET CHANGE IN FUNDS $ -0- $ -0-

LOANS AND MORTGAGES

During the Month Funds were Provided by:

Interest Income 71,817.07 299,659.78

Principal Repayments 1,187.88 93,603.53

Net Contribution from Marketable Securities 2,949,820.50 9,905,320.00

TOTAL Funds Provided During Month 3,022,825.45 10,298,583.31

During the Month Funds were Used for:

Purchase of Loans & Mortgages 3,022,825.45 10,298,583.31

Net Contribution to Marketable Securities -0- -0-

TOTAL Funds Used During Month 3,022,825.45 10,298,583.31

NET CHANGE IN FUNDS $ -0- $ -0-

SUMMARY OF CHANGES

Marketable Securities Account 

Certificates of Deposit 

Loans and Mortgages

2,494,466.88

-0-

-0-

1,829,447.52

-0-

-0-

NET CHANGE IN FUNDS *2.494.466.88 * 1.829.447.52
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ALASKA PERMANENT FUND CORPORATION 

SUMMARY OF ALASKA DEPOSITS

January 31, 1982

Institution

Commercial Pacific Bank

Alaska Pacific Bank 

B. M. Behrends Bank 

United Bank Alaska 

Total

Savings & Loan Institutions

Alaska Federal Savings & Loan 

First Federal Si vings & Loan 
Home Federal Savings & Loan 

Peninsv. .a Savings & Loan 

Total

Mutual Savings Banks

M t . McKinley Mutual Savings 

Total

TOTAL ALASKA DEPOSITS S50.000.000.00

Total

$ -0- 
- 0-  

- 0-  

- 0 -

15.000.000.00

33.500.000.00 
- 0-

500,000.00
49.000.000.00

$ 1 ,0 0 0 ,00 0 .0 0  
1 ,0 0 0 ,0 0 0 .0 0

-8-
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P E T E R  B . M C O O W E L L
O E l ' R O E  W .  R O G E R S
ROBEK 'T  W .  W A R D

TO: Senator Mulcahy, Chairman
Senate Labor and Commerce Committee

FROM: James B. Rhode, Special Assistant to the Trustees
Alaska Permanent Fund

DATE: March 12, 1981

SUBJECT: Sectional Analysis of Sponsor Substitute for SB 684

Nearly one year ago, the Trustees of the Alaska Permanent Fund 
and the Special Liaison C o m m i t t e e  of the Legislature, chaired 
by Senator Sturgulewski, began a series of seminars and work  
sessions on the future of the Fund.

F r o m  the first, it w a s  a g r e e d  to e x p l o r e  the i s s u e s  in the 
context of how all the oil revenues were, or might be, spent. 
T h i s  w a s  to i n s u r e  that any n e w  role for the Fund w o u l d  be 
c o n s i s t e n t  w i t h  its f u n d a m e n t a l  p u r p o s e s  and, too, w o u l d  be 
more suitably lodged in the Fund than elsewhere.

Meeting at various points in tfc•» st~te, the group examined the 
i d e a s  of e c o n o m i s t s ,  f i n a n c i a l  s p e c i a l i s t s ,  m a j o r  A l a s k a n  
interests, and the general public. This is further described 
in the A n n u a l  R e p o r t  of the F u n d  (pp. 3, 5-7). The a n a l y s i s  
offered by various professionals is soon to be published under 
the heading of 2!h£ Trustee Papers. A special edition, includ­
ing f o r m a l  s t a t e m e n t s  f r o m  v a r i o u s  g r o u p s  and c i t i z e n s ,  has 
been compiled for the c o m mittees of referral for this bill*

SB 684 c o n t a i n s  th r e e  key p r o p o s a l s :  (1) h a v i n g  the p u b l i c
m e m b e r s  c o m p r i s e  the m a j o r i t y  of the T r u s t e e s  to s l o w  the 
effects of a change of administration or a change in political 
m o o d s ;  (2) r e v i s i n g  the list of p e r m i t t e d  i n v e s t m e n t s  to be 
the s a m e  as for the p e n s i o n  f u n d s  (with s o m e  a d d e d  r e s t r i c­
tio n s  and e x c e p t i n g  gold, w h i c h  d o e s  not p r o d u c e  d i r e c t  
i n c o m e ) ,  as h o l d i n g  the bes t h o p e  for l o n g - t e r m  ra tes of 
return that exceed inflation wi hout sacrifice of safety; and
(3) r e i n v e s t i n g  o n e - h a l f  the Fund's e a r n i n g s  to p r o t e c t  the 
b u y i n g  p o w e r  of the F u n d ' s  p r i n c i p a l  a n d  i n c o m e  f r o m  
inflation, and providing that the remaining earnings be paid 
over on the b a s i s  of a f i v e - y e a r  a v e r a g e  with, in effect, a 
reserve to keep those payments as stable as possible for state 
pla.ming.

P R E F A C E

S U M M A R Y
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ANALYSIS

S e c t i o n  1. The r e p l a c e m e n t  of a c o m m i s s i o n e r  by a p u b l i c  
m e m b e r  in the composition of the Trustees has the dual effect 
of giving the public m e m b e r s  the w o r king m a j o r i t y  and requir­
ing t h a t  m a j o r i t y  to have s p e c i a l  q u a l i f i c a t i o n s  for the i r  
office. In the discussion of this provision, it was felt that 
the C o m m i s s i o n e r  of R e v enue, as the State's c h i e f  f i s c a l  
o f f i c e r ,  m u s t  be f o r m a l l y  a c c o r d e d  the role t h a t  he w i l l  
a l w a y s  exercise in Administration decisions on the Fund. As 
w e l l ,  t h i s  i n s u r e s  the A d m i n i s t r a t i o n  w i l l  be d i r e c t l y  
i n f o r m e d  of the v i e w s  of the T r u s t e e s .  The p r o v i s i o n  to 
e l i m i n a t e  one c o m m i s s i o n e r  w a s  to r e c o g n i z e  the g r o w i n g  
d e m a n d s  placed upon the cabinet in recent years. While noting 
the advantage of having three c o m m i s s i o n e r s  during the organi­
z a t i o n a l  p h a s e  of the Fund, it w a s  f e l t  that it w o u l d  be 
difficult to expect that man y to be able to devote the neces­
sary time indefinitely.

Sections 2 and 3 have the practical effect of staggering terms 
so t h a t  a g o v e r n o r  w i l l  only be a b l e  to s e l e c t  all of the 
T r u s t e e s  by the last year of his term. T h i s  g i v e s  c. g r e a t e r  
m e a s u r e  of independence to the board over existing law (where 
the n e x t  g o v e r n o r  w o u l d  have c h o s e n  a m a j o r i t y  w i t h i n  six 
m o n t h s  of t a k i n g  office), but a l s o  m i t i g a t e s  the d e l e t i o n  of 
e x i s t i n g  l a n g u a g e  (p. 2, l i n e s  2-3) which, on the b a s i s  of a 
decision of the Alaska Supreme Court, does not permit confir­
mat i o n  by the Legislature without constitutional amendment.

In l i k e  m a n n e r ,  s e c t i o n  4, r e q u i r i n g  that a g o v e r n o r  r e m o v e  
o n l y  for g o o d  cause, is d e s i g n e d  to r e p l a c e  the check in the 
e x i s t i n g  s t a t u t e  w h e r e  the L e g i s l a t u r e ,  by vote, can h a l t  a 
removal.

Section 5. A majority of the Trustees felt t t m  an annual fee 
for m e m b e r s  of the b o a r d  w a s  j u s t i f i e d  on s e v e r a l  g r o unds: 
The m a n a g e m e n t  of a fund of this s i z e  w i l l  i n v o l v e  w o r k i n g  
s u b c o m m i t t e e s  and c o n s i d e r a b l e  t r a v e l  to m e e t  w i t h  o u t s i d e  
f u n d  m a n a g e r s ,  w i t h  f i n a n c i a l  a d v i s o r s ,  and w i t h  senior 
o f f i c i a l s  in s i m i l a r  i n s t i t u t i o n s .  A s s u m i n g  the l i k e l y  
stature of the public members, it was thought just to c o m p e n­
sate them for the significant loss of income entailed by their 
work, and wise to prevent appointees from stating that personal 
c i r c u m s t a n c e s  l i m i t e d  the a m o u n t  of t i m e  w h i c h  they co u l d  
devote. The annual fee, here tied with the salaries of legis­
lators, is to be on the order of $20, 000 a year, w h i c h  is the 
s u m  t y p i c a l l y  p a i d  by l e a d i n g  c o r p o r a t i o n s  to o u t s i d e  
directors. This figure was consciously set to be insufficient 
to draw potential appointees for the sake of the fee alone.
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S e c t i o n  6 a d d s  to the list of p e r m i t t e d  i n v e s t m e n t s  for the 
Fund wit h the dual aims of improving long-term, real earnings 
and g i v i n g  n e e d e d  d i v e r s i t y .  At p r e s e n t ,  the F u n d  is e s s e n­
tially a large "money market" account of the kind now open to 
m a n y  p r i v a t e  i n d i v i d u a l s .  H o w e v e r ,  a n u m b e r  of f i n a n c i a l  
s p e c i a l i s t s  h a v e  p o i n t e d  out that, on a v e r a g e  over the 
decades, these securities have orly m a t c h e d  inflation or have 
been s o m e w h a t  negative in terms of real earnings. The situa­
tion of the p a s t  t w o  y e a r s ,  w i t h  as m u c h  es 6% r e t u r n  a b o v e  
i n f l a t i o n ,  h a p p e n e d  but once b e f o r e  in t h i s  c e n t u r y :  1931.
I n t e r e s t  r a t e s  w e r e  then at a b a r e  1% but p r i c e  l e v e l s  had 
f a l l e n  5%, t h u s  g i v i n g  a real i n c o m e  of 6%. B a s e d  on t h i s  
h i s t o r i c a l  data, our e x i s t i n g  i n v e s t m e n t  l i s t  p r o m i s e s  f e w  
y e a r s  in w h i c h  e a r n i n g s  can e x c e e d  i n f l a t i o n .  In c o n t r a s t ,  
the i n v e s t m e n t  a r e a s  p r o p o s e d  to be a d d e d  (stocks, i n c o m e  
property, and foreign assets) have brought yields in line with 
the l o n g - t e r m  real g r o w t h  of the U n i t e d  S t a t e s ,  2 to 4% b e y o n d  
i n f l a t i o n  and, in s o m e  years, p a r t i c u l a r l y  in J a p a n  and the 
strongest e c o nomies of Europe, the gains have been more sub­
stantial. To be sure, not all of these investment areas have 
p e r f o r m e d  w e l l  in e v e r y  p e r i o d  o w i n g  to e c o n o m i c  cycles, 
p o l i t i c a l  a n d  o t h e r  e v e n t s ,  a n d  c h a n g e s  of i n v e s t o r  
p r e f e r e n c e .  Indeed, our a d v i s o r s  h a v e  s t r e s s e d  that no 
guarantees against fluctuations can be offered for a n y  class 
of investments, not even the highest grade of U. 5. G o v e r n m e n t  
securities. (Actually, in recent years, the latter have swung 
m o r e  s h a r p l y  a n d  m o r e  o f t e n  than o t h e r  i n s t r u m e n t s ) .  Hence, 
the n e c e s s i t y  of having, now, a w i d e r  s e l e c t i o n  of p r o v e n  
i n v e s t m e n t  o p t i o n s  so that a d j u s t m e n t s  c a n  be t i m e l y  a n d  of 
e n o u g h  s i z e  to w i n  b e t t e r  r e t u r n s  w h i l e  a v o i d i n g  r e v e r s e s  - 
both in a manner consistent with safety of principal.

It would be well to note here that section 7 places limits on 
the e.:tent to w h i c h  i n v e s t m e n t s ,  o t h e r  than f i x e d  i n c o m e  
s e c u r i t i e s ,  can be m a d e  and the l i m i t s  are m o r e  s e v e r e  than  
for the p e n s i o n  funds. The lac k of a l i m i t  on f i x e d  i n c o m e  
securities is not because they afford markedly greater safety; 
in certain markets, they do not. Rather, the projected growth 
of the Fund, e v e n  w i t h  d e c l i n i n g  r e v e n u e s ,  is suc h that it 
could, absent restraints, cause these mark e t s  to rise and fall 
by the very fact that, it was buying and selling. Further, the 
limits are proposed by the Trustees as part of their c o m m i t­
me n t  to g a i n  e x p e r i e n c e  in t h e s e  n e w  a r e a s  on a gradu a l ,  
deliberate basis.

Ironically, our present investment list is not truly "conserv­
ative, " in the sense of protecting either the current dollars 
or real w o r t h  of the Fund's c o r p u s  and i n c o m e .  Our list, by 
the standards of comparable institutions and court rulings, is 
more accurately described as "traditional". Most participants 
in the draf ting of this bill were stunned to learn that a $10



S e nat or M u l c a h y -4- March 12, 1982

b i l l i o n  fund, e a r n i n g  15% a year, s u f f e r i n g  10% inflation, and 
p a y i n g  o v e r  a l l  of i t s  1 e t u r n s ,  w o u l d  s h r i n k  in 30 y e a r s  to 
less than $250 m i l l i o n  m  value. The g oods and s e r v i c e s  that 
c o u l d  be p u r c h a s e d  w i t h  the i n c o m e  of this fund w o u l d  c o l l a p s e  
in the s a m e  r a t i o ,  f r o m  $1.5 billion, at t o d a y ' s  p r i c e s  to $89 
m i l l i o n  in t h r e e  decades. Or, m o r e  g r aphic still, a d i v i d e n d  
o f  $ 1 , 5 0 0  w o u l d  t h e n  b u y  w h a t  $ 8 9  w i l l  b u y  t o d a y .  
A c c o r d i n g l y ,  w h e t h e r  o n e  b e l i e v e s  t h a t  t h e  F u n d ' s  p r i n c i p a l  
s h o u l d  be c o n v e y e d  i n t a c t  to the next g e n e r a t i o n  or the Fund's 
i n c o m e  s h o u l d  be c o n v e y e d  e q u a l l y  to p r e s e n t  a n d  f u t u r e  
Alaskans, a p o r t f o l i o  that l o s e s  to i n f l a t i o n  will serve us at 
the expense of .nose w h o  follow. (Please see A p p e n d i x  A for a 
m o r e  d e t a i l e d  a n a l y s i s  of the f i n a ncial sections.)

S e c t i o n  10, 11. Broadly, these s e c tions p r ovide that o n e - h a l f  
t h e  n e t  e a r n i n g s  of t h e  P e r m a n e n t  F u n d  s h a l l  be r e t a i n e d  in 
p r i n c i p a l  and t h e  b a l a n c e  is a v a i l a b l e  for d i s t r i b u t i o n  on a 
f i v e - y e a r  a v e r a g e ,  w i t h  a n y  e x c e s s  to be u s e d  to r a i s e  p a y­
m e n t s  in a y e a r  they w o u l d  fall b e l o w  the average. The first 
is to s u s t a i n  the real e a r n i n g s  p o w e r  of the Fund; the second 
is to give the L e g i s l a t u r e  a s t a b l e  i n c o m e  on w h i c h  to plan.

M o r e  s p e cifically, the Fund's e a r n i n g s  can be e x p e c t e d  to rise 
s t e a d i l y  over the next d eca de as the r e sult of regular c o n t r i­
b u t i o n s  a n d  c o m p e t e n t  m a n a g e m e n t .  D u r i n g  t h i s  p e r i o d ,  m o r e  
i n c o m e  w i l l  b e  m a d e  t h a n  is n e c e s s a r y  to m e e t  the f i v e - y e a r  
a v e r a g e ,  a n d  t h e  e x c e s s  a n d  the i n t e r e s t  on it w i l l  b u i l d  up 
in the " u n d i s t r i b u t e d  i n c o m e  account." In the first year if 
that i n c o m e  w e r e  to fall b e l o w  the average, the reserve w o u l d  
be d r a w n  upon. In the event that it w a s  judged that reserves 
w e r e  a m p l e ,  a l a r g e r  d i v i d e n d  c o u l d  be d e c l a r e d  or, p e r h a p s ,  
t h e  e x t r a  s u m s  c o u l d  be a p p l i e d  to o t h e r  p u r p o s e s  by t h e  
L e g i s l a t u r e .

S e c t i o n  12 s i m p l y  p r o v i d e s  t h a t  t h e  F u n d ' s  e x p e n s e s  w i l l  be 
m e t  f r o m  the Fund's e a r n i n g s  (as " p r ogram receipts"), however, 
no m o n e y  m a y  be s p e n t  e x c e p t  a r  p r o v i d e d  by the b u d g e t .  
A l t h o u g h  the control of the L e g i s l a t u r e  is r.ot a l t e r e d  in any 
way, this a p p r o a c h  p l a i n l y  s h o w s  w h a t  it has cost to m a k e  our 
i n c o m e ,  t h u s  a l l o w i n g  the p u b l i c  a n d  l e g i s l a t o r s  to b e t t e r  
a s s e s s  t h e  w o r t h  of t h e s e  e x p e n s e s .  T h i s  p r a c t i c e  i s  
v i r t u a l l y  u n i v e r s a l  in the a c c o u n t i n g  of s i m i l a r  p r i v a t e  
institu tions.

S e c t i o n  13 is t o  a l l o w  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  
C o m m i t t e e  t o  b e  s e l e c t i v e  a s  t o  w h i c h  f i n a n c i a l  a n d  
op e r a t i o n a l  reports it prepares, or has prepared, in the light 
of c i r c u m s t a n c e s .  For example, this l a n g u a g e  w o u l d  p e r m i t  the 
Fund and the C o m m i t t e e  to reach m u t u a l  a g r e e m e n t  on a f i r m  to 
a s s e s s  p e r f o r m a n c e  in d i f f e r e n t  a r e a s  of i n v e s t m e n t  and, 
f u r t h e r ,  to r e a c h  m u t u a l  a g r e e m e n t  on d e f i n i t i o n s  of t e r m s ,
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the p r o p e r  s a m p l e  of s t a t i s t i c s ,  and the like. T h i s  " g r o u n d  
rules" a p p r o a c h  w i l l  a i d  f u l l e r  d i s c l o s u r e  of the Fund's 
a c t i v i t i e s  w h i l e  at the s a m e  t i m e  r e d u c e  t e m p t a t i o n s  for 
e i t h e r  s i d e  to c r a f t  r e p o r t s  that are m e r e l y  d e s i g n e d  to 
attack or defend the Fund.

Section 14 brings the Permanent Fund into conformity with the 
law governing m o s t  other boards and commissions.

BUDGETARY NOTES

The T r u s t e e s  ask t h a t  SB 684 be c o n s i d e r e d  t o g e t h e r  w i t h  the 
G o v e r n o r ' s  b u d g e t  r e q u e s t  to a c h i e v e  i n d e p e n d e n t  s t a t u s  for 
the P e r m a n e n t  Fund, and w i t h  tne f i s c a l  note w h i c h  p r o v i d e s  
for outside, specialized fi rms to carry out the new investment 
authority under this bill.

Independence for the Permanent Fund has been the clear prefer­
ence of public and legislative sentiment to date. (Please see 
the pa p e r  on the r e l e v a n t  l e g i s l a t i v e  h i s t o r y  p r e p a r e d  by 
T r u s t e e  P e t e r  B. M c D o w e l l . )  T h e  c a s e  for i n d e p e n d e n c e ,  in 
brief, is t h a t  s p e c i a l  i n t e r e s t s  p r e s s i n g  the F u n d  to w i n  
c o n c e s s i o n s  w i l l  be m o r e  v i s i b l e  in th e i r  a t t e m p t s  a n d  that  
y o u r  T r u s t e e s  c a n  be h e l d  to f u l l e r  a c c o u n t  if they c h o o s e  
their own servants. The last point is not meant to reflect on 
the p r e s e n t  C o m m i s s i o n e r  of R e v e n u e  or the sta f f  of the 
T r e a s u r y .  O n  the c o n t r a r y ,  t h e i r  r e a d y  c o o p e r a t i o n  h a s  b e e n  
f r e q u e n t l y  n o t e d  in t h e  r e c o r d  of the T r u s t e e s .  But it has 
been the co nsistent advice of professional managers that " ... 
t h o s e  c o m m i t t e d  to i n v e s t i n g  m u s t  h a v e  t h e i r  o p e r a t i o n s  
s e p a r a t e  f r o m  t h o s e  c o m m i t t e d  to s p e n d i n g  ...", e s p e c i a l l y  
g i v e n  the " ... great,, t e m p t i n g  s i z e  ..." of the Fund. In the 
w e a l t h i e s t  s t a t e  in the nation, C a l i f o r n i a ,  w h e r e  s t a t e  and 
local pension assets exceed $30 billion, such a separation has 
always been maintained.

Still, aft e r  i n d e p e n d e n c e  has b e e n . a t t a i n e d ,  the F u n d  w i l l  
have less freedom that any independent board or c o m m i s s i o n  in 
p r e s e n t  law. For the .Fund has the m o s t  d e f i n i t e  c h a r t e r  in 
state g o v e r n m e n t ,  is not p e r m i t t e d  to spend, d > e s  not l e n d  
directly to any borrower, and is subject to all the oversight 
that is applied to a line agency.

As for the fiscal note, the Trustees have agreed that outside 
m a n a g e r s  are b e s t  s u i t e d  to e x e c u t e  the n e w  i n v e s t m e n t  
a u t h o r i t y  in t h i s  bill. In a d d i t i o n  to our r e m o t e n e s s  f r o m  
the markets involved, there are numbers of reputed firms that 
can do this w o r k  more efficiently, and for less cost, than it 
can be done internally.



A PP E ND I X A 

ANALYSIS OF FINANCIAL SECTIONS

SSSB 684 

Peter A . Bushre 

Deputy Commissioner of Treasury 

D epartment of Revenue

Current law provides the corporation with the authority 

to place funds in direct obligations of the United States 

Treasury, federal agency securities, certificates of deposit, 

h igh-grade corporate bonds, quality short-term investments, 

and federally guaranteed loans. Management is directed to 

give preference to A l as k a investments as long as they m ee t 

the standards of quality set out in th'» bill. Specifically, 

deposits can be made in Alaska banks, mutual savings banks, 

savings and loan associations, and credit unions. Resid e nt i al  

real estate (owner-occupied single family dwelling, duplexes, 

and condominiums) may also be purchased if the m or t g a g e  is 

p rivately insured by a company doing business in Alaska.

The permanent fund statute has a minimum of investment 

r estrictions yet provides a very definite and certain f r a m e­

work. It does not authorize investments in £;tock or bullion, 

restricts the purchase of corporate bonds to 25% of the 

Fund's total investments, and limits the purchase of loans 

and mortgages to 25% of the total. Purchases of residential 

mortgages m a y  be a further 15% of total assets. The statute 

allows the Fund to use the futures market to protect investments



*

f r o m  severe declines in value that are being suffered today. 

These futures contracts, however, may be used only to hedge 

and not to speculate. The statute also prohibits the Fund 

fro m  either borrowing or guaranteeing the obligations of 

o t h e r s .

Section 6 of the b il l  wo u l d  amend the present in vest­

men t  list by adding five categories currently authorized for 

the State pension funds and by  conforming other language to 

the retirement system law. The additional investments are:

1. Commercial m ortgages - loans secured by a first 

lien on commercial properties such as shopping centers, 

office buildings, etc. The corporation may purchase uninsured 

loans if the originating financial institution retains at 

least 25%, or insured loans w hich meet requirements currently 

in effect for the pension funds.

2. The common stock of U. S. corporations w h i c h  have 

paid dividends in each of the immediately preceding three 

y e a r s .

3. Stocks and bonds that are denominated in foreign 

currencies or Eurodollars, provided that the)) are of the 

same quality as their U. S. counterparts.

4. Eank deposits that are denominated in foreign  

currencies or Eurodollars, provided that they are readily 

negotiable or that the issuing bank has capital and surplus 

of at least $500 million.

5. Equity interests in commingled pools of real 

e s t a t e .



Section 7 of the bill reduces the limit on loans and 

m ortgages to 15% and restricts the investment in foreign 

securities and bank deposits to the levels which currently 

pre va i l in the retirement systems. Common stock and corporate 

debt are together limited to 50%; both are more restrictive 

than the pension fu. is. The bill further limits the permanent 

fund to no m o r e  that 5% of the voting stock of any one 

corporation, and domestic stocks, with the exception of 

insurance companies and banks, m u st  be listed on an exchange 

registered w i t h  SEC. Both are identical to current limitations 

on pension fund investments.

Section 8 would standardize the collateral requirements 

for deposits with all types of financial institutions, and 

require them t'.s pledge U. S. government securities, corporate 

bonds, or mortgages if their certificates of deposit are not 

freely negotiable.



financial institution rotains at least 25 percent of the mortgage until 

maturity;

(18) preferred and common s':ock of corporations incorporated 

In the United States, on which dividends have been paid in each of the 

three years immediately preceding the investment;

(19) debt securities of foreign governments or corporations 

and preferred and common stock of foreign corporations which are of sub­

stantially equivalent quality as those domestic securities permitted 

urder this section;

(?0) certificates of deposit, term deposits, bankers' accept­

ances , or equivalent instruments, which are issued by a United States 

or foreign bank or trust company located in a foreign country and are 

denom'nated in either United States or foreign currency, if either (A) 

they may be readily sold in a secondary market at prices reflecting fair

value, or (B) the issuing bank or truat company has capital and surplus 

at the date of issue equalling at least $500,000,000; investments made 

under this paragraph are not subject to the collateral requirements for 

domestic certificates under (m) of this section;

morxftafpr pj?errttTTg->a— flr&t— \ eai jaxofiorty improved by completed

and subst^ntially_-rer^pd hull Hi nn;s rffid-irrcfrfc^d_-ija--thTr'iJnite<rstate^ i f

these investments are made  ̂ ' ’   “■
(A) in a oomnrat-ioart, partnership, 

errtHrfry in which, at the conclusion of each investment transaction, 

at least 60 percent of the beneficial ownership interests are 

held by other institutional investors, and which is organized and 

operated for the purpose of making real, p.state investments by a 

fcan V . •insn-ranrp rnmmwiy , •rrc. - e - m a n a g e r  of inc t-M=utlio nal funds 

which has had at least five years of experience in the management

-7- SSSB 684



of real-cstatc iiwcjicigrrtrs of institutional investors; or

(B) in conjunction with and on substantially the same 

terms as an entity described in (A) of this paragraph.

* Sec. 7. AS 37.13.120(1) is repealed and reenacted to read:

(i) At the time of each investment, the aggregate investment of 

the Alaska permanent fund in each stated category of investment maT, not 

exceed the following stated percentage of the total investments of the . 

fund^mo^tgages  under (g) (16) of this section, 15^>ercent; real- *

•immrt-mntu-.Q under (g) (21) of this section, £3* percent; foreign 

securities under (g)(19) of this section, 10 percent; foreign cer­

tificates of deposit or the equivaltit under (g)(20) of this section,

20 percent; corporate stocks and debt securities under (g)(8), (9), and 

(18) of this section, 50 percent. The fund may at no time rwn more 

than five percent of the voting stock of any corporation. Domestic 

stocks, except for bank and insurance company stocks, must be listed at 

the date of purchase on an exchange registered with the Securities and 

Exchange Commission.

* Sec. 8. AS 37.13.120 is amended by adding a new subsection to read:

(m) Certificates of deposit or the equivalent instruments which 

are not of a quality which may be readily sold in a secondary market at 

’prices reflecting fair value must be secured by a pledge as collateral 

of investments authorized for the permanent fund under (g)(1), (2), (8) 

or (12) —  (17) of this section, which hive value at least equal to the 

face value of the certificate of deposit. The board may require 

substitution of collateral in order to ensure continued satisfaction of 

these requirements.

* Sec. 9. AS 37.13.130 is repealed.

$  Sec. 10. AS 37.13.140 is repealed and reenacted to X 2ad:

Sec. 37.13.140. INCOME. Net income must be computed annually as

- 8 - SSSB 684



THE LEGISL A T U R E  OF THE STATE OF A LASKA
T W E L F T H  LEGISLATURE

FISCAL NOTE

I. REQUEST
Bi l l/Resolution N o . _________________ 770
Title An Act re lat ing to the Alaska permanent fund.

R equested by______________________________________________________ Date__________________

II. FISCAL DETAIL
A g e n c y  Affec t e d  Department o f Commerce & Economic Development_________
P r o gram Category A f f e c t e d  Economic Development
BRU, Program, Or Subprogram(s) A f f e c t e d  Pi v is ion of Loans and Veterans' Af fa ir s  
(Note: If more than one b u d g e t  component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES 549.5 582.5 617.4 654.5 693.8.
200 TRAVEL .0 .0 .0 .0 . .0 .
300 CONTRACTUAL 39.8 42.2 44 7 47.4
400 COMMODITIES &7i . 4.0 4.3 4.5 4.8
500 EQUIPMENT
600 LAND &  STRUCTURES

2.0 .0 .0 .0 . .0
an 6 42.9 45.5 48.2 64 9

700 GRANTS,CLAIMS,ETC.

TOTAL
637.7 669.2 709.4 751.9 800.2

FUNDING (Thousands of Dollars)

GENERAL FUND 637.7 669.2 709.4 751.9 800.2.
FEDERAL FUNDS
OTHER (Specify Source)

. JSITIONS

FULL TIME 15 15 15 15
PART TIME
T EMPORARY

III. ANALYSIS (See Fiscal Note P r e p a ration Instruction, Section III) 

Figures in the f is ca l note are based on the following:

$1,300,000,000 in mortgages (per Department of Revenue)
* 100,000 average loan amount = an estimated 13,000 loans per year.

One loan examiner reviews f ive  (5) loans per day 
= 2,600 workdays
t 220 workdays per year = 12 Loan Examiners

+ 1 Supervisor
+ 2 Clerk Typists

Figures for FY84-87 are based on the FY 83 budgeted costs plus 6% in f la t ion  per year.

IV. d a t e  March 15, 1982_______ p r e p a r e d  b y  Don Hostak, Director________
a g e n c y  Department of Commerce & Economic Development

Original: Legislative Finance PHONE 466-2555 Division of  Loans and
cc: Budget and Man a g e m e n t  0r 465-2510 Veterans1 A ffa irs

Prime Sponsor (First L e g i slator Named)
33-001 (Rev. 12/81)



HB 770

An Act re la t ing to the Alaska permanent fund. 

PERSONAL SERVICES:

Positions

12 Loan Examiner I I ' s
1 Loan Manager
2 Clerk Typists

Monthly Salary*

$ 2,455 
3,095 
1,393

Benefits SBS benefits (.0613)
Variable benefits (.1568) 
Monthly benefits ($183)

Extended 
Yearly Salary

$ 353,520 
'37,140 

33,432 
$ 424,092

$ 25,997 
66,498 
32,940 

^ 2 5 ^ 5 '

Total

$ 549,527

TRAVEL - No Travel -0-

CONTRACTUAL
Telephone $1,200 per examining position $ 15,600
Postage (13,000 times $1.59) 20,670
Xerox ’ 300 37,570

COMMODITIES
Calculators (15 X $230) 3,450
Setup Costs ($40 per positioni) 600
Yearly costs ($200 per position) 3,000
Letterhead, Envelopes, etc 1,043 8,093

EQUIPMENT **

Correcting Se lectr ic  IT  typewriters (2 0 $1,000) 2,000 2,000

ASHA
Space Rental = 15 positions 0 $2,700 40,500

Total estimated expenditures ’  $ 637,690

*Calendar year 1981 Salary Schedule used.
**The State O ffice  Building is  undergoing space evaluation and reallocation 

with new o f f ic e  furnature to be provided. It is  assumed that i f  the 15 
positions w i l l  not f i t  on the 9th f loo r with the rest of the d iv is ion , 
furnature w i l l  be required. No furnature was budgeted at this time because 
used furnature should be availab le when the new o f f ic e  furnature is  in s ta lled .

REC'Q MAR 1 ti 1982



THE LEGISLATURE OF THE STATE OF A LASKA
T W E LFTH LEGISLATURE HB 77C

FISCAL NOTE

I . REQUEST
Bill/Resolution No, HB 770 (2/12/82)______________________________________
Title Relating to the Alaska Permanent: Find_________________________
Requested by House State Affairs Committee____________ Date 3/15/82______

II. FISCAL DETAIL
Agency Affected Department of Revenue_____________________________________
Program Category Affected Permanent Fund Corp.
BRU, Program, Or Subprcjram(s) Affected Permanent Fund Corp.______________
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES 305.1 335.6 369.2 406.1 446 .1
200 TRAVEL 1.5 8.3 9.1 10.0 11.0
300 CONTRACTUAL 1.988.0 2.250.2 2.771.8 3,13L7.6 3.49^.5
400 COMMODITIES i o .o 11.0 12.1 L3.3
500 EQUIPMENT fi.Q 4'.0 4.4 4.9

5  L

600 LAND & STRUCTURE'S 8.4 42.2 46.5 51.1 56.2
700 GRANTS,CLAIMS,ETC.

TOTAL
2 387.0 2,651.3 3,213.1 3,603.0 4,029.5

FUNDING (Thousands of Dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source) 
Permanent Fund Inccme 2.387.0 2.651.3 3.213.1 3.603.0 4.029.5

POSITIONS

FULL TINE 
PART TIME 
TEMPORARY

9.0 9.0 9.0 9.0 q.o

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

SEE A'rTACHED PAGES TOR DETAIL INFORMATION.
Above analysis and costs indicated DO NOT INCLUDE the following:

1. Costs of loan approval by Dept, of Commerce Economic Development.

2. Direct charge against fund income for loan servicing fee on loans and 
mortgages by originating financial institutions; eciuivalent to about 
1/2 of YL which includes "lost" inccme on escrow reserves.
In Thousands: FY 83 - $6,667.0, FY 84 - $8,745.0, FY 85 - $10,095.0, 

FY 86 - $11,545.0, FY 87 - $13,135.0.
Based on one-third fund investment in loans & mortgages and proiected 
fund balances for FY 83 thru FY 87.

IV. DATE Match 15, 1982________ PREPARED BY Anselm C. Staack, Treasury Co.TTptroller
AGENCY Dept, of Revenue. T r e a s u r y  Division 

Original: Legislative Finance PHONE ~465-2350 
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)

Jfflrn MAR 1 01S82



HB 770 modifies the investment language of the Alaska Permanent Fund to 

basically allow three types of investments. They include (1) obligations 

of the United States or agencies; marketable securities of the Federal 

government, (2) common stocks and corporate bonds; not to exceed 30% of 

total fund assets, (3) FHA, VA and conventional residential mortgages at 

a 75% participation level within Alaska; Department of Commerce and 

Economic Development must approve all loan purchases.

A s s u m p t i o n s :
*

One-third of fund balance directed to loans and mortgages; about $1.3 

billion, at 75% participation, approx. $100,000 investment per loan. 

About 13,000 loans.

?0% of fund balance invested in common stocks and bonds.

Loans and M o r t g a g e s : Account for all loans disbursements, maintain full

record keeping general/subsidary ledger accounting, continuous routine 

loan maintenance/file maintenance. Approvals done by Commerce & Economic 

Development; after approval, further accounting and maintenance of asset 

by Corp.

Peisonnl Services:

2 PFT Accounting Tech. I (R12,X)

@ $ 1 , 761/mo. plus Benefits $ 55.8

2 PFT Accounting Tech. II (Rl4,X)

@$1 , 995/mo. plus Benefits 63.2

2 PFT Clerk Typist III (P.8,X)

@ $ 1 , 393/mo. plus Benefits 44.1

1 PFT Accounting Supervisor III (R18,X)

@ $ 2 , 640/mo. plus Benefits 41.8

1 PFT Loan Examiner III (R19,X)

@$2,837/mo. plus Benefits 44.9

1 PFT Investment Officer II (R22,X)

@$3,494/mo. plus Benefits 55.3

$305.1

T r a v e l :

Meet with financial institutions on a regular basis to solve 

accounting/reporting problems. Current update and review. Approx. 12 

financial institutions, meet semi-annual, two persons. $7.5

3/15/82



C o n t r a c t u a l :

Communications $ 20.0

Printing and Advertising 15.0

Repair & Maintenance 2.0

Equipment Rental; word processing equip. 15.0

Safekeeping/reporting/accounting maintenance 50.0

Audit Costs 50.0

Legal 50.0

Other (insurance, risk management, etc.) 15.0

$217.0

C o m m o d i t i e s :

All commodities (office supplies)

to maintain loan & mortgage files $2 0 J D

E q u i p m e n t :

25 file cabinets, FIREPROOF, to

accomodate 13,000 loans, 4 drawer legal $20.0

(additional about 5 per year as new loans

made)

9 new positions @$3,000 per position $18.0

(all inclusive including calculators)

$38.0

Lands and Buildings:

For new positions plus common work

area, 700 Sq. Ft. @$2/sq. ft/mo. $16.8

For file storage, special stress area due 

to cabinet weight, temp, control, security, 

future expansion, wor k  area.

600 Sq. Ft. @$3/sq. ft./r.o. 21.6

$38.4

Common Stock and Bonds: Would probably be handled by contract manage

Below computation assumes fund balances projected thru FY 87 at a 30% 

level. Includes management cost plus safekeeping. (In Thousands)

FY 83 - $1,771.0

84 - 2,011.5

85 - 2,509.2

86 - 2,828.7

87 - 3,177.7

3/15/82



THE LEGISLATURE OF THE STATE OF ALASKA 
TWELFTH LEGISLATURE

FISCAL NOTE

I. REQUEST
B ill/Reso lu tion  Number: HB 770
T it le :  An Act re lating to the Alaska Permanent Fund.
Requested by: House State A ffa irs  Committee Date: 03/16/82

II. FISCAL DETAIL
Agency Effected: Department of Revenue____________________________
Program Category Effected:
BRU, Program, or Subprogram^) Effected:
(Note: I f  more then one budget component is  effected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)
1

____________________ 1
FY 82 FY 83 

________
FY 84 FY 85 | 

________ |
( 86 FY 87

100 PERSONAL SERVICES I
________

- - - -
200 TRAVEL 1 - - - | - -

300 CONTRACTUAL 1 - - - | - -

400 COMMODITIES 1 - - - | - -
500 EQUIPMENT 1 - - - | - -
600 LAND & STRUCTURES I - - - I - -
700 GRANTS,CLAIMS,ETC | - - - | - -
800 MISCELLANEOUS I 
_ _ __________________ j

-
________

- -

________I
- -

TOTAL ! - - - -

FUNDING (Thousands of Dollars)

GENERAL FUND I - - mm —

FEDERAL FUNDS ! - - - | | -
OTHER (Specify Source)I 
Permanent Fund I - (525) (675)

1
(800) |

1
—

POSITIONS

FULL TIME 1 - 1
PART TIME 1 - 1 | | | I -
TEMPORARY 1 - 1 

—  1.............. 1- ............ 1- .......... -I~ ........... 1- ---------- 1_.
—

I II .  ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

The above figures represent the projected decrease in mineral revenues, based on
ex isting leases, by repeal;ng the 50 percent rate (Aj 37.13.010(a)(2)) to the 25 
percent rate as reenacted in HB 770.

Mineral lease bonuses were not included in the f is ca l impact, though the contribution
rate was increased to one hundred percent, since bids are impossible to antic ipate
prio r to sales. It was assumed the b i l l  would become e ffective  July 1, 1982.

) BY: Rob
<rt>€ZX‘

IV. DATE: 03/16/82 PREPARED BY:'Robert W.
ACENCY: Department of Revenue_______

Original: Leg is lative Finance PHONE: 465-2173
cc: Budget and Management

Prime Sponsor (F irs t  Leg is lator Named)

33-00’  (Rev- 12/811 •;.£« MAH 1 0 1SBZ



THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH L E G I S LATURE

FISCAL NOTE

I . REQUEST

Bill/Res o l u t i o n  Number: CSHB 770 (SA) (4/14/82)__________________________

Title: Relating to Investment & Management of the Alaska Permanent Fund 

Requested by: House State Affairs Committee  Date: ________4/15/82

II. F ISCAL DETAIL

A g e n c y  Affected: ________Department of Revenue____________________________________

P r o gram Category Affected: ________Permanent Fund Corp._________________________

BRU, Program, or Subprogram(s) Affected:  Permanent Fund Corp.________

(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

1
________________________1

FY 82 I FY S3 | 
|___________ |

FY 84 FY 85 | 
_______ ___ |

FY 86 | 
________ _|

FY 87

100 PERSONAL SERVICES | — 1 - 1 - -

200 TRAVEL - 1 (28.8)1 - | | -

300 C ONTRACTUAL I - I 4,145.0 | 9,210.0 11,078.01 1 2 , 5 6 7 . 0 | 14,132.

400 COMMODITIES ! - 1 - 1 - | - | -

500 E Q UIPMENT 1 - 1 - 1 - | - | -

600 LAND & STRUCTURES j - 1 - 1 - - | - | -

700 GRANTS,CLAIMS,ETC I - 1 - 1 - | - | -

800 MISCELLANEOUS I 
____ __________________I

— 1 - 1 
|___________ |

—

___________ 1 ___________ |
—

TOTAL 1 - 1 4,116.2 | 9,210.0 11,078.01 12,567.0| 14,132.

FUNDING (Thousands of Dollars)

GE N ERAL FU N D  1 

FEDERAL FUNDS ! 

OTHER (Specify Souive)| 

PERMANENT FUND INCOME I
. ... I

- 1 

- 1

1
- | 4,116.2

I

1 1 i
9,210.0 | 11,078.01 12,567.01

1 I I
14,132.

POSITIONS
I l l . 1 1 1

FUL L  TIME 

PAP.T TIME

T EMPORARY I
____________________________ I _

- 1 
- 1 

- 1
____ ___ |____________

i i i 

_________ |___________| __________ |

-

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

Compensation level of Public Meml.rs of Board of Trustees to be determined by Board. 

Reduction in Travel for deletion of $400/meeting day honorarium budgeted for present 

public members.

Contractual Services is for associated outside management and safekeeping costs of new 

a llowable investments were applicable. Assumes, based on average fund balance for a 

fiscal year; 25% in preferred and common stock, 5% real estate equity, 5% foreign 

securities and certificates of deposit, 5% venture capital. Stock is at one-half of 

m a x i m u m  allowed, others at one-third of m a x imum allowed. Fee rate level for FY 83 and 

FY 84; 10% fee increase assumed starting FY 85 and after (.not per year). Brokerage 

fee on preferred and common stock not included as it is part of base securities cost.

FY 83 assumes above percentages for one-half year only as transition time to new 

investment categories. Net effect of above scenerio places 40% of all corporate 

assets with outside managers, the balance 60% remains for internal management.

—..
IV. DATE: April 15, 1982 PREPARED BY: Anselm C. Staack, Treasury Comptroller

AGENCY: Dept, of Revenue/Treasury Division 
Original: Legislative Finance PHONE: 465-2350

cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)
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1.0 I n t r o d u c t i o n

T h e  c u r r e n t  s e ss io n of  the A l a s k a  l e g i s l a t u r e  is p r e p a r i n g  to

a d d r e s s  an is su e of  c r i t i c a l  i m p o r t a n c e  to t h e  state: a m e n d m e n t s  t o  the

c u r r e n t  p o l i c i e s  th a t  g u i d e  t h e  i n v e s t m e n t  a n d  m a n a g e m e n t  of t h e  A l a s k a  

P e r m a n e n t  Fund. A m e n d m e n t s  u n d e r  c o n s i d e r a t i o n  i n c lu de  c h a n g e s  in the 

list o f  p e r m i s s i b l e  inve st men ts , c h a n g e s  in the c o m p o s i t i o n  o f  the 

trustee: an d m a n a g e m e n t  o f  the Fund, a n d  c h a n g e s  in th e u s e s  o f  r e v e n u e s  

gener '••'d by  i n v e s t m e n t  o f  the Fund.

of Alaska. T h e  F u n d  can be an i m p or ta nt  fa c t o r  in s a v i n g  a s u b s t a n t i a l  

p r o p o r t i o n  of  the r e v e n u e s  f r o m  the e x p l o i t a t i o n  o f  n o n - r e n e w a b l e  r e s o u r c e s  

for the day wh e n  those n o n - r e n e w a b l e  r e s o u r c e s  are d e p l et ed . It ca n a lso 

i n v e s t  a p r u d e n t  p o r t i o n  of t ho se  trust s a v i n g s  in the d e v e l o p m e n t  of  a 

strong, sound, d i v e r s i f i e d  e c o n o m y  that w i l l  thrive b e y o n d  the d e p l e t i o n  

of the n a t u r a l  r e s o u r c e s  th a t  c u r r e n t l y  "fuel" the Fund. T h e  c r i t i c a l  

role  of the P e r m a n e n t  F u n d  in A l a s k a ' s  "uture r e q u i r e s  t h a t  p o l i c i e s  w h i c h  

g c v e r n  its i n v e s t m e n t  a n d  m a n a g e m e n t  be d e v e l o p e d  in a p a r t i c u l a r l y  th oug h t f u l  

way. Thus, to furthe r the c u r r e n t  l e g i s l a t i v e  debate, we  p r e s e n t  a b r i e f  

c x a m i n n *  !.on of som e of the critical is sue s that face the P e r m a n e n t  Fund.

p r u d e n t  man rule shall b e  a p p l i e d  b y  the b o a r d  to the m a n a g e m e n t  and  

i n v e s t m e n t  of A l a s k a  p e r m a n e n t  fund a ss et s."  (Sec. 37.13.120) T  s 

h i s t o r i c  ru l e  c i r c u m s c r i b e s  in a n u m b e r  o f  w a y s  the amount, kind, 

t e r m  and  n a t u r e  o f  a s s e t s  that the m a n a g e r s  of the P e r m a n e n t  F u n d

T h e  A l a s k a  P e r m a n e n t  F u n d  h o l d s  g r e a t  p r o m i s e  for the c i t i z e n s

A ce n t r a l  s t a n d a r d  g o v e r n i n g  the P e r m a n e n t  F u n d  is t hat "the
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c a n  p r u d e n t l y  in v e s t  in A l as ka . Y o u  h av e  p r o p e r l y  d i r e c t e d  u s  to m a k e  

o u r  a n a l y s e s  a n d  r e c o m m e n d a t i o n s  w i t h i n  the c o n s t r a i n t s  of  t h a t  rule. 

R e c e n t l y  the l a w  f i r m  o f  D e b e v o i s e  £ P l i m p t o n  p r e p a r e d  a t h o u g h t f u l  

re p o r t *  f t the L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  on  the 

i m p l i c a t i o n s  for  A l a s k a ' s  v a r i o u s  f i d u c i a r y  f u n d s  oi" t h e  " p r u d e n t  m a n  

rul e. " W e  use that r e p o r t  as th e b a s i s  for o u r  f o l l o w i n g  analysis.

A f t e r  a b r i e f  o v e r v i e w  of the F u n d ' s  c u r r e n t  s t a t u s  we wil l 

e x a m i n e  the f o l l o w i n g  issues: i n f l a t i o n  a n d  its e f f e c t  on  the fund; 

v e n t u r e  c a p i t a l  a s  a p e r m i s s i b l e  investment; r e q u i r e m e n t s  for in -s t a t e  

investment; a m o de l lis t of p e r m i s s i b l e  inve st me nts ; a n d  s t a n d a r d s  w i t h  

r e g a r d  to the m a n a g e m e n t  of a w o r l d  c la ss t ru st  fund.

2.0 A B r i e f  O v e r v i e w

T h e  A l a s k a  P e r m a n e n t  F u n d  w a s  c r e a t e d  b y  co nst it u t i o n a l  a m e n d m e n t  

in 1976. T h e  P e r m a n e n t  F u n d  C o r p o r a t i o n  w a s  e s t a b l i s h e d  by  l e g i s l a t i o n  

in 1980:

m to p r o v i d e  a m e a n s  o f  c o n s e r v i n g  a p o r t i o n  of the s t a t e’s

r e v e n u e s  f r o m  m i n e r a l  r e s o u r c e s  to b e n e f i t  all g e n e r a t i o n s  of 

Alas ka ns;

• to  insure the s a f e t y  of th e c o r p u s  o f  the fund w h i l e  m a x i m i z i n g  

total return; an d

• to be u s e d  as a s a v i n g s  d e v i c e  m a n a g e d  to a l l o w  the m a x i m u m  

use of d i s p o s a b l e  inc om e from  the c o r p o r a t i o n  for p u r p o s e s  

d e s i g n a t e d  b y  law.

T h e  P e r m a n e n t  F u n d  c o n s t i t u t i o n a l l y  r e c e i v e s  no  less t h a n  25% of  m i n e r a l  

lea.ie re ntals, r oyalties, an d o t h e r  m i n e r a l  in c o m e  c o l l e c t e d  b y  the 

state. T h i s  a m o u n t s  to a b o u t  11% of total o i l  r ec eipts. T h e  l e g i s l a t u r e  

can  a u t h o r i z e  a n d  a p p r o p r i a t e  la.j er  amounts. T h e  fund c a n  c o n s t i t u t i o n a l l y

* "T he  P r u d e n t  I n v e s t o r  Rule ,"  D e b e v o i s e  £ P l i mpt on , p r e p a r e d  for the 

L e g i s l a t i v e  B u d g e t  £ A u d i t  C o m m i t t e e ,  St at e of  Alaska , D e c e m b e r  1, 1981.
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be i n v e s t e d  o n l y  in in c o m e  p r o d u c i n g  i nve s t m e n t s .  T h i s  p r o v i s i o n  

p r o c l u d e s  i n v e s t m e n t s  in t a n g i b l e  a s s e t s  su c h  as gold, art, or 

an tiques. I n c o m e  g e n e r a t e d  by i n v e s t m e n t  o f  t h e  F u n d  is d i r e c t e d  to 

the  s t a t e ' s  g e n e r a l  f u n d  for a p p r o p r i a t i o n  b y  the  l egi sl a t u r e .

A s  of  N o v e m b e r  30, 1981, the t o t a l  a s s e t s  o f  the  P e r m a n e n t  F u n d  

w e r e  $ 2 , 8 0 2 , 7 7 2 , 7 5 7 .  T h e  F u n d  h e l d  th e f o l l o w i n g  i n v e s t m e n t s  in its 

p o r t f o l i o :

e 1% in r e p u r c h a s e  a gre em en ts ;

• 89% in s h o r t - t e r m  i n v e s t m e n t s  i n c l u d i n g  c e r t i f i c a t e s  of 

d e p o s i t  in US banks, c o m m e r c i a l  pape r,  b a n k e r s  a c c e p t a n c e s ,

US T r e a s u r y  bills, a n d  US T r e a s u r y  n o t e s  a n d  bonds;

• 8% in i n t e r m e d i a t e -  and  l o n g - t e r m  i n v e s t m e n t s  i n c l u d i n g

US T r e a s u r y  n o t e s  a n d  b o n d s  for  terms o f  o n e  y e a r  o r  longer, 

f e der al  a g e n c y  s e c u r i t i e s  for tQ rms o f  t w o  y e a r s  or longer, 

a n d  c o r p o r a t e  bonds; and

• 2% in c e r t i f i c a t e s  o f  d e p o s i t  in A l a s k a  ’o m m e r c i a l  banks, 

s a v i n g s  a n d  loa n a s s o c i a t i o n s  a n d  mut. s a v i n g s  ba nk s.

T h e  a v e r a g e  y i e l d  on  m a r k e t a b l e  s e c u r i t i e s  (i.e., e x c l u d i n g  C D s  in A l a s k a

institutions) w a s  13.44% for the  12 m o n t h s  p r i o r  to N o v e m b e r ,  1S81.

G i v e n  the e x t r e m e  v o l a t i l i t y  in the f i n a n c i a l  a n d  c a p i t a l  m a r k e t s  

o v e r  the last year, the P e r m a n e n t  Func' h a s  f o l l o w e d  a f a i r l y  c o n s e r v a t i v e  

i n v e s t m e n t  strategy, e m p h a s i z i n g  s h o r t - t e r m  m o n e y  m a r k e t  i n s t r u m e n t s  

in its p o r t f o l i o .  O n  J u n e  30, 1981 the a v e r a g e  w e i g h t e d  life o' 

m a r k e t a b l e  s e c u r i t i e s  w a s  one  year, o n e  m o n t h  as c o m p a r e d  to t h r e e  years, 

o n e  m o n t h  o n  J u n e  30, 1980. S i n c e  J u n e  30, 1981, al x m a r k e t a b l e  sec ur i t i e s  

in the F u n d  h av e  b e e n  li m i t e d  to m a t u r i t i e s  of three m o n t h s  o r  less.
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T h e  P e r m a n e n t  F u n d  A c t  of 1980 p r o v i d e d  t h a t  the F u n d  be 

m a n a g e d  b y  six g o v e r n o r - a p p o i n t e d  t r u st ees : t hre e f r o m  th e po p u l a c e ,

the C o m m i s s i o n e r  of R e v e n u e  a n d  tw o o t h e r  c o m m i s s i o n e r s .  A p p o i n t m e n t s  

a r e  s u b j e c t  to l e g i s l a t i v e  app ro val - T r u s t e e s  m u s t  h a v e  c o m p e t e n c e  

a n d  w i d e  e x p e r i e n c e  in finance, i n v e s t m e n t s  o r  o t h e r  b u s i n e s s  m a n a g e m e n t  

a n d  r e l a t e d  fields. T h e  F u n d  h a s  the a u t h o r i t y  to h i r e  staff o r  r e t a i n  

a d v i s o r s  o u t s i d e  o f  the n o r m a l  l i m i t a t i o n s  i m p o s e d  b y  c i v i l  s e r vi ce 

r e q u i r e m e n t s .  T h i s  aut.. .ity a l l o w s  the F u n d  the f l e x i b i l i t y  to p a y  

p r i v a t e  m a r k e t  s a l a r i e s  to h i r e  e x p e r t  m o n e y  m a n a g e r s  to i n v p « t  its 

e n o r m o u s  corpus. F i n a l l y  the  F u n d  is s u b j e c t  to st r i c t  d i s c l o s u r e  an d 

o v e r s i g h t  r e q u i r e m e n t s .

A l t h o u g h  the P e r m a n e n t  F u n d  is p r e d i c t e d  to g r o w  t r e m e n d o u s l y  

o v e r  the n e x t  tw en ty  years, h o w  t r e m e n d o u s  that g r o w t h  w i l l  b e  is 

u n ce rt ai n.  T h e  1981 A n n u a l  R e p o r t  oi  the P e r m a n e n t  F u n d  e s t i m a t e s  that 

b y  the e n d  of the c u r r e n t  fiscal y e a r  (June 30, 1982), t!ie F u n d  wi l l  

ha v e  total a s s e t s  of $ 4 ,2 73 ,9 00 ,00 0.  L o n g e r - r a n g e  e s t i m a t e s  p r o j e c t  

th a t  the F u n d  w i l l  r e a c h  o v e r  $10 b i l l i o n  ii a s s e t s  b y  1990 a n d  o v e r  

$20 b i l l i o n  by the  y e a r  2000. B a s e d  on c u r r e n t  r a t e s  of r e t u r n  the 

F u n d  is p r o j e c t e d  to g e n e r a t e  $ 1 . 3 5  b i l l i o n  in i n v e s t m e n t  income alone 

by 1990. (Alaska's R a i n b o w  o f  O p p o r t u n i t i e s ,  1982).

Ho wever, r e c e n t  i n t e r n a t i o n a l  e v e n t s  t h r o w  these p r o j e c t i o n s  

into quo.' ‘.ion. T h e  d e m i s e  o f  the O r g a n i z a t i o n  o f  P e t r o l e u m  E x p o r t i n q  

C o u n t r i e s  (OPEC) ca rt e l  a n d  the r e c e n t  o v e r s u p p l y  of o i l  ha v e  bo t h  

d e p r e s s e d  the p r i c e  of  oil a n d  d e c r e a s e d  the level o f  product.it n. L o w e r
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p r i c e s  a n d  p r o d u c t i o n  t r a ns la te  into f e w e r  r e v e n u e s  f o r  the  s ta te  of 

A l a s k a  a n d  s m a l l e r  a l l o c a t i o n s  into t h e  P e r m a n e n t  Fund. T h e  A l a s k a  

D e p a r t m e n t  of R e v e n u e  f o r e c a s t s  that  $3.5 b i l l i o n  w i l l  b e  a v a i l a b l e  for 

a p p r o p r i a t i o n  in the 1982 l e g i s l a t i v e  s es si on  —  do w n  f r o m  the  

$6.1 bill jn a v a i l a b l e  in 1981 (Alaska L e g i s l a t i v e  Re p o r t e r ,  1/8/82). 

Ai..„iy.-sr j h a v e  e s t i m a t e d  t h a t  if U.F oi l p r i c e s  fall as  l o w  as $20 

a barrel, A l a s k a  w o u l d  r e c e i v e  as li tt l e  as $ 1 . 4 5  b i l l i o n  in oil 

r o y a l t i e s  and ta xe s in fisc al  y e a r  1983. (A n c h o r a g e  D a i l y  N e w s , 3/9/82). 

T h e  i n a b i l i t y  to co n t r o l  w o r l d  e v e n t s  and the  u n c e r t a i n t y  o f  f ut u r e  

r e v e n u e  f lo ws e m p h a s i z e s  t h e  c r i t i c a l  i m p o r t a n c e  to A l a s k a  of  s a v in gs 

in “er n a n e n t  Fund.

In this  tim e of fiscal a n x i e t y  for m o s t  s t ate  g o v e r n m e n t s ,  the 

P e r m a n e n t  F u n d  is a m u c h  e n v i e d  resource. T h e  r e l a t i v e l y  e n o r m o u s  

level of asset.s h e l d  b y  the F u n d  h o l d  g r e a t  potentiaj. for f i n a n c i a l  

and e c o n o m i c  s t a bil it y in A l a s k a  and  u n d e r s c o r e  the c r u c i a l  role  in the 

s t a t o ' s  futu re  of the F u a d ' s  m a n a g e m e n t  a n d  i n v e s t m e n t  p o l i c i e s .

A s  w e  p r o c e e d  w i t h  this a nalysis, it is i m p o r t a n t  to k e e p  in 

mi n d  the fo l l o w i n g  facts.

• T h e  P e r m a n e n t  F u n d  is a c o n s t i t u t i o n a l  creation.

• T h e  P e r m a n e n t  F u n d  is a f i d uci ar y trust fund s u b j e c t  

to Hie " p r u d e n t  tr^n rule."

• T h e  P e r m a n e n t  F u n d  A c t  is the p r o d u c t  of a r i g o r o u s  l e g i s l a t i v e  

hi s t o r y  forged w i t h  g r e a t  care o v e r  the last six years.

• T h e  P e r m a n e n t  F u n d  A c t  of 1980 is c o n s i d e r e d  by j u d i c i o u s  

o b s e r v e r s  of t h e  l e g i s l a t i v e  p r o c e s s  as  a r e m a r k a b l y  "clean 

act" s u bje ct  to c l e a r  i n t e r p r e t a t i o n  by  the e xe cu t i v e ,  the 

legislature, the courts, the m a n a g e r s  an d th e c i t i z e n s  of 

Alaska.

It is in this light that w e  n o w  turn to a b r i e f  e x a m i n a t i o n  of i s s u e s  that

may be  f a c e d  by  the F u n d  in the ne a r  future.
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3.0 I n f l a t i o n  a nd  Its E f f e c t  on

the P e r m a n e n t  F u n d

T h e  A m e r i c a n  econonv has e x p e r i e n c e d  r e c o r d  le ve l s  of  inf lat io n 

o v e r  the p a s t  five years. T a b l e  1 i n d i c a t e s  the c o n s u m e r  p r i c e  i n d e x  

(CPI— as a p r o x y  for  inflation) for the US as a w h o l e  a n d  for  A n c h o r a g e  

f r o m  1976 to 1981. T h e  1981 n a t i o n a l  C P I  o f  1 0.4% p o s e d  p a r t i c u l a r l y  

seve re  p r o b l e m s  for all s a v i n g s  f u n d s  as the y s t r u g g l e d  to f i n d  i n v e s t­

me n t s  tha t w o u l d  y i e l d  r e t u r n s  th a t  "beat" inflat io n.  A  s a v i n g s  or 

e n d o w m e n t  fun d that r e c e i v e s  a .10% r e t u r n  on  i n v e s t m e n t  d u r i n g  a p e r i o d  

of 12% i n f l a t i o n  a c t u a l l y  loses 2% of  its r ea l  value. L o n g  p e r i o d n  

o f  tim e w i t h  a lower r e t u r n  on i n v e s t m e n t  than i n f l a t i o n  w i l l  erode 

the p r i n c i p a l  o f  r.he fund, l e a v i n g  it w i t h  far les s b u y i n g  p o w e r  even  

if the n o m i n a l  am ou nt  o f  total a s s e t s  h a s  i ncreased.

A rec en t su rv ey c o n f i r m e d  that this p r e c i s e  p r o b l e m  w a s  

faced by m a n y  s m a l l e r  f o u n d a t i o n s  a n d  e n d o w m e n t  f un ds  o v e r  th e te n- yea r 

p e r i o d  from 1965 tc 1975. W h i l e  the n o m i n a l  v a l u e  of t hese f u n d s  d o u b l e d  

fr o m  $ 1 8 . 6  b i l l i o n  to $38.4 b i l l i o n  o v e r  the p e r i o d ,  the r eal v al ue  

or  p u r c h a s i n g  p o w e r  of the funds d e c l i n e d  to $ 16 .7 bi llion. It is 

im p o rt an t to note that tl.is d e c l i n e  in real v a l u e  took p l a c e  d u r i n g  a 

t e n - y e a r  p e r i o d  w i t h  r e l a t i v e l y  low  r a t o s  o f  i n f l a t i o n  as c o m p a r e d  to 

the i n f l a t i o n  e x p e r i e n c e d  r o r m  1975 on. Thus, it is .likely t h a t  the 

p r o b l e m  ha s only  bee n c o m p o u n d e d  o v e r  the last six years.

I n f l a t i o n  p o s e s  as real a t hr o a t  to  the A l a s k a  P e r m a n e n t  F u n d  

as it d o e s  to o t h e r  funds. W h i l e  the P e r m a n e n t  F u n d  is e x p e r i e n c i n g  

d r a m a t i c  growth, w i t h  the i n f l o w  o f  m i n e r a l - r e l a t e d  r evenues, the 

value of that inf l o w  is i m m e d i a t e l y  d e c r e a s e d  if the f u n d s  d o  not
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T a b l e  1

Cor-’.umer P ri ce  I n d e x  1 9 7 5 - 1 9 8 1

U.S. A n c h o r a g e  A l a s k a  P e r m a n e n t  F u n d

Ye a r  CPI  CPI R e a l i z e d  R a t e s  of R e t u r n *

1975 9.1 13.7 —

1976 5.8 ' 7.7 —

1977 6.5 6.6 —

1978 7.7 7.1 7.53

1979 11.3 10.4 8.24

1980 13.5 10.2 11.29

1901 10.4 0.0 16.0

*Ba s e d  on a c c r u e d  income

A la s k a  Perm anent Fund

SOURCE: H u r o . u  of  L a b o r  S t a t is ti cs,  U.S. D e p a r t m e n t  of Labor,

W a s h i n g t o n ,  D . C . , 1902



i m m e d i a t e l y  a n d  c o n s i s t e n t l y  e a r n  a r e t u r n  on i n v e s t m e n t  t ha t  is greaf er 

t h a n  the i n f l a t i o n  rate.

A s  T a b l e  1 indicates, th e P e r m a n e n t  F u n d  h a s  h a d  m i x e d  s u c ces s 

in b e a t i n g  inflation. In 1978, 1979 a n d  1980 the r e e l i z e d  ra t e  of 

r e t u r n  o n  F u n d  i n v e s t m e n t  was b e l o w  t he  n a t i o n a l  i n f l a t i o n  rate. O n l y  

in 1981 d i d  th e P e r m a n e n t  F u n d ' s  r e t u r n  "beat" i n f l a t i o n  b y  a s ig n i f i c a n t  

amount; c o n s e q u e n t l y ,  o n l y  in 1981 d i d  the  F u n d  e x p e r i e n c e  r ea l  g r o w t h  

f r o m  its i n v e s t m e n t s  on the b a s i s  o f  n a t i o n a l  inflation.

A l t h o u g h  the CPI r e p r e s e n t s  a sound, a v e r a g e  m e a s u r e  of  infla ti on  

in all s e c t o r s  of the economy, i n f l a t i o n  in m a n y  s p e c i f i c  e c o n o m i c  s e c t o r s  

h a s  b e e n  m u c h  higher. F o r  example, a recent: a n a l y s i s  c o n d u c t e d  by the 

A l a s k a  D e p a r t m e n t  of T r a n s p o r t a t i o n  an d G o v e r n m e n t  F a c i l i t i e s  ft >1 that 

h i g h w a y  c o n s t r u c t i o n  c o s t s  in the s t at e e s c a l a t e d  37% f r o m  1980 to 1981. 

O ve ra ll , p u b l i c  f a c i l i t i e s  c o n s t r u c t i o n  c o s t s  are e x p e c t e d  to infl at e 

24% o v e r  the n e x t  year. Thus, e ven In i981 w i t h  its 16% r e a l i z e d  ra t e  

of  retu rn , ti.o P e r m a n e n t  Fund lost p u r c h a s i n g  p a w e r  in these s pe ci f i c  

sectors.

It is c r i t i c a l  for the P e r m a m  at Fu n d  to o b t a i n  y i e l d s  equal 

to or g r e a t e r  than in flation in those e c o n o m i c  s e c t o r s  that are t rad i t i o n a l l y  

th o u g h t  of a s  p u b l i c  c o mm od it ies . M a n y  w o u l d  a r g u e  th a t  it is even more 

c r i t i c a l  for the F u n d  to keep p a c e  w i t n  i n d u s t r y - s p e c i f i c  in f l a t i o n  than 

w i t h  n a t i o n a l  i n f l a t i o n  averages. If t h e  state e v e r  n e e d s  to c all upon 

the P e r m a n e n t  F u n d  it w i l l  p r o b a b l y  b e  to f i na nc e s p e c i i !c p u b l i c  

c o m m o d i t i e s  n o t  the b u n d l e  of p r i v a t e  g o o d s  r e p r e s e n t e d  b y  the na ti o n a l  

CPI. T h e  m o s t  o b v i o u s  w a y  to a d d r e s s  the p r o b l e m  of  in f l a t i o n  is to

A la s k a  .e rm an en t Fund F in a l  R ep o rt
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i n c r e a s e  i n v e s t m e n t  r e t u r n s  to t h e  Fund. In o r d e r  t o  do this, the 

P e r m a n e n t  F u n d  m u s t  h a v e  the f l e x i b i l i t y  t o  i n v e s t  in s e c u r i t i e s  and 

i n v e s t m e n t  i n s t r u m e n t s  th a t  r e s u l t  in h i g h  r e t u r n s  as a h e d g e  a g ai nst  

i n f l a t i o n  w h i l e  m a i n t a i n i n g  p r u d e n t  l e v e l s  of risk. T o  t hi s  e n d  fund 

t r u s t e e s  a n d  m a n a g e r s  shou ld  c o n s i d e r  e s t a b l i s h i n g  a t a r g e t  re tu r n  o n  

i n v e s t m e n t  as a p o r t f o l i o  m a n a g e m e n t  ob je c t i v e .  S e v e r a l  t a r g e t s  c o ul d 

be e s t a b l i s h e d  as P e r m a n e n t  F u n d  g o a l s  i n c l u d i n g  n a t i o n a l  inf lation 

f i g u r e s  a l o n g  w i t h  i n f la ti on f i g u r e s  for s p e c i f i c  i n d u s t r i e s  such as 

e d u c a t i o n ,  t r a n s p o r t a t i o n  and c o n s t r u c t i o n .

F u r t h e r ,  c o n s i d e r a t i o n  s h o u l d  be g i v e n  to the  u se s  of i n v e s t m e n t  

i n c o m e  g e n e r a t e d  by  the Fund. I f  a l l  i n v e s t m e n t  in co m e  is t ak en  out o f  

the P e r m a n e n t  F u n d  a n d  d i r e c t e d  t o  o t h e r  s t a t e  uses, the re a l  return 

on i n v e s t m e n t  to the  F u n d  itself w i l l  be zero. In t h i s  c a s e  the Fund 

w i l l  h a v e  lo s t  p u r c h a s i n g  p o w e r  (or vaiue) v i s - a - v i s  inflation. P o s s i b l e  

s o l u t i o n s  to t h i s  p r o b l e m  i n c l u d e  a l l o w i n g  the F u n d  to r e t a i n  a part o f  

its i n v e s t m e n t  income, or  s h i f t i n g  t o  o t h e r  st ate  f u nd s o n l y  that 

p o r t i o n  o f  i n v e s t m e n t  income t h a t  e x c e e d s  the c h o s e n  i n f l a t i o n  rate.

4.0 V e n t u r e  C a p i t a l  a s  a P e r m i s s i b l e  I n v e s t m e n t

A  b i l l  r e c e n t l y  p r e s e n t e d  to the l e g i s l a t u r e  by G o v e r n o r  H a m m o n d  

p r o p o s e s  a g r e a t l y  e x p a n d e d  li s t  of p e r m i s s a b l e  i n v e s t m e n t s  for the 

P e r m a n e n t  Fund. T h e  p r o p o s e d  l e g i s l a t i o n  does not, ho we ver , include 

v e n t u r e  c a p i t a l  investments. Yet, t h e  i n v e s t m e n t  of f u n d s  in ventu re  

c a p i t a l  l i m i t e d  p a r t n e r s h i p s  is b e i n g  t u r n e d  to  w i t h  i n c r e a s i n g  freq ue ncy  

by all w o r l d - c l a s s  i n s t i t u t i o n a l  j^-es to rs . P u b l i c  p e n s i o n ,  savings 

a n d  e n d o w m e n t  f unds v i e w  .investments in v e n t u r e  c a p i t a l  as a m e a n s  to



o b t a i n  e x t r e m e l y  h i g h  r e tu rn s w h i l e  s a t i s f y i n g  t h e i r  f i d u c i a r y  o b l i g a t i o n s .  

Fu rt he r,  t h e  r i s k - s h i e l d  o f f e r e d  b y  t h e  l i m i t e d  p a r t n e r s h i p  m e c h a n i s m  a n d  

the o p p o r t u n i t y  to d i r e c t  c a p i t a l  to b u s i n e s s  d e v e l o p m e n t  h a v e  c o n t r i b u t e d  

t o  a d d i t i o n a l  i n t e r e s t  in this c a t e g o r y  of investm en t.

It is o u r  p r o f e s s i o n a l  j u d g m e n t  t h a t  the A l a s k a  P e r m a n e n t  F u n d  

s h o u l d  h a v e  the a b i l i t y  to i n v e s t  a small p o r t i o n  of its  p o r t f o l i o  in 

v e n t u r e  c a p i t a l  l i m i t e d  p a r t n e r s h i p s .  W h i l e  w e  w i l l  r e v i e w  the p l a c e  

of v e n t u r e  c a p i t a l  i n v e stm en ts  in  an o v e r a l l  p o r t f o l i o  d e s i g n  in S e c t i o n  6.0 

at  t h i s  t im e  w e  w o u l d  like to r e v i e w  t h e  v e n t u r e  c a p it al  e x p e r i e n c e  of  

s e v e r a l  f i d u c i a r y  funds. The f o l l o w i n g  ar e a f e w  p u b l i c  a n d  p r i v a t e  

e x a m p l e s  o f  s u c h  investments.

• T h e  O h i o  S t a t e  T ea c h e r s '  R e t i r e m e n t  S y s t e m  (OSTRS) wa s 

g r a n t e d  a u t h o r i t y  in 1971 to i n v e s t  5 p e r c e n t  o f  its t ot al  a s s e t s  in 

" n o n - t r a d i t i o n a l "  investments. O S T R S  i n v e s t e d  2 p e r c e n t  o f  its a s s e t s  

in s ev en v e n t u r e  c a p i t a l  l i m i t e d  p a r t n e r s h i p s .  A l t h o u g h  in 1978 the 

l e g i s l a t u r e  e n d e d  O S T R S ' s  a u t h o r i t y  for v e n t u r e  c a p i t a l  i n v e s t m e n t s  c i t i n g  

" po or  r e t u r n s , "  by the end  of 1 9 7 8  th e v e n t u r e  i n v e s t m e n t s  w er e  p r o v i d i n g  

re t u r n s  far in e x c e s s  of any  of O S T R S ' s  o t h e r  h o l d i n g s .  R e n u t h o r i z a t i o n  

is n o w  b e i n g  sought.

• E n d o w m e n t s ,  p r i v a t e  p e n s i o n  funds, a n d  f o u n d a t i o n s  have  m a d e  

i n c r e a s i n g  i n v e s t m e n t s  in v e n t u r e  capital. In 1981 $35 0  m i l l i o n  was 

i n v e s t e d  by  t h es e g r o u p s  in v e n t u r e  ca pi ta l. F o r  e xam pl e,  the U n i v e r s i t y  

of R o c h e s t e r  h a d  $60 m i l l i o n  in v e n t u r e  c ap itrl; 17 p e r c e n t  of Duke  

U n i v e r s i t y  e n d o w m e n t  is inv e s t e d  in v e n t u r e  c a p i t a l  p a r t n e r s h i p s .

W a s h i n g t o n  U n i v ers it y,  H a r v a r d  U n i v e r s i t y ,  S t a n f o r d  U n i v e r s i t y ,  the 

U n i v e r s i t y  of C a l i f o r n i a  a n d  P r i n c e t o n  h av e  s i m i l a r l y  i n v e s t e d  in

A ia s k a  Perm anent Fund F in a l  R e p o r t
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v e n t u r e  c ap ital. T h e  p r i v a t e  p e n s i o n  f u n d s  of  t h e  G r u m m a n  C o r p o r a t i o n ,  

D ee re  a n d  Co mp a n y ,  I n l a n d  Steel, TRW, C h r y s l e r  C o r p o r a t i o n ,  M o n t g o m e r y  

Ward, M a n u f a c t u r e r s  Hanover, N L  I n d u s tr ie s,  a n d  C o n o c o  ar e just a few  of 

the i n c r e a s i n g  n u m b e r  of p r i v a t e  p e n s i o n  f u n d s  to i n v e s t  in v e n t u r e  

capital. F in a l l y ,  th e F or d  F o u n d a t i o n  h a s  $30 m i l l i o n ,  or 2 p e r c e n t  

o f  its p o r t f o l i o ,  i nv es t e d  in 15 v e n t u r e  c a p i t a l  po o l s .  I t  is i m p o r t a n t  

to n o t e  t h a t  a ll  o f  these w o r l d  c l a s s  t r u s t  f und s are  f i d u c i a r y  fu nds  

s u b j e c t  t o  t he  " p r u d e n t  m a n  r u l e . "

T h e  e x p e r i e n c e  of t hese g r o u p s  an d v e n t u r e  c a p i t a l  i n v e s t m e n t s  

in g e n e r a l  p r o v i d e  c o n c l u s i v e  e v i d e n c e  that v e n t u r e  c a p i t a l  inves tme nt s,  

a l t h o u g h  h i g h e r  risk, y i e l d  s i g n i f i c a n t l y  h i g h e r  r e t u r n s  than  o t h e r  

i n ve st me nt s. T h e  F o r d  F o u n d a t i o n  h a s  h a d  a 25 p e r c e n t  i n t e r n a l  ra t e  of 

r e t u r n  on its v e n t u r e  c a p i t a l  i n v e s t m e n t  t h r o u g h  1980. T a b l e  2 i l l u s t r a t e s  

that this r e t u r n  w a s  r e p r e s e n t a t i v e  of  v e n t u r e  c a p i t a l  f u nds  in general. 

I n t e r v i e w s  w i t h  the fo rm er  d i r e c t o r  o f  C i t i b a n k ' s  v e n t u r e  c a p i t a l  

i n v e s t m e n t s  for p e n s i o n  fund  c l i e n t s  an d t he d i r e c t o r  of V e n t u r eI
E c o n o m i c s  c o n f i r m e d  that p r o f e s s i o n a l l y  m a n a g e d  v e n t u r e  c a p i t a l  funds 

w i t h  a s s e t s  of  $5 m i l l i o n  or  m o r e  h av e  a v e r a g e d  r e t u r n s  of 20 p e r c e n t  

to 45 per ce nt . D o t h  of these i n d i v i d u a l s  a s s e r t  that they k n o w  of no 

v e n t u r e  c a p i t a l  fund that h a s  n o t  e a r n e d  p o s i t i v e  r e t u r n s  (Coy, 1981).

Thus, on the g r o u n d s  o f  the r i s k - r e w a r d  trade-off, i n v e s t i n g  a small 

p r o p o r t i o n  of a s s e t s  (2% to 51) in v e n t u r e  c a p i t a l  m a k e s  g o o d  f i n a nc ia x 

a n d  f i d u c i a r y  sense, e s p e c i a l l y  in l ight of  c o n t i n u e d  h i g h  i nflation.

In ad dition, the h i g h  r i s k  th a t  c h a r a c t e r i z e s  v e n t u r e  c a pi ta l 

i n v e s t m e n t s  can be d e c r e a s e d  t h r o u g h  th e u se of a l i m i t e d  p a r t n e r s h i p .
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W i t h  a li m i t e d  p a r t n e r s h i p  v e n t u r e  cacit?'i fund, e a c h  c o n t r i b u t o r  is 

a l i m i t e d  p a r t n e r  w h i l e  the i n v e s t m e n t  m a n a g e r  acts  as g e n e r a l  p ar t n e r .  

L i m i t e d  p a r t n e r s  s h ar e in the r e t u r n  to the p a r t n e r s h i p  a n d  are  

f i n a n c i a l l y  liable on l y  to the e x t e n t  of t h e i r  c x p i t a l  c o n t r i b u t i o n .

T h e y  d o  n o t  ta k e  an y ac t i v e  m a n a g e m e n t  r e s p o n s i b i l i t y .  T h e  m a n a g i n g  

p a r t n e r  is r e s p o n s i b l e  for l o c a t i n g  a n d  s c r e e n i n g  i n v e s t m e n t  o p p o r t u n i t i e s  

a n d  m o n i t o r i n g  investments.

V e n t u r e  c a p i t a l  i n v e s t m e n t  is a sound s t r a t e g y  for a small 

p o r t i o n  of the A l a s k a  P e r m a n e n t  Fund. S u c h  i n v e s t m e n t s  c an  f u l f i l l  the 

p r u d e n t i a l  o b l i g a t i o n s  o f  the F u n d  w h i l e  p r o v i d i n g  it w i t h  e x t r e m e l y  

h i g h  returns. As  one  v e n t u r e  t. a p i t a l i s t  r e c e n t l y  noted, " V e n t u r e  c a p i t a l  

i n v e s t m e n t  p r o g r a m s  o f f e r  the p o t e n t i a l  for h i g h l y  a t t r a c t i v e  r et ur ns,  

a w i n d o w  on  n e w  techn ol og ie s, an d the o p p o r t u n i t y  for i n s t i t u t i o n a l  

i n v e s t o r s  to c o n t r i b u t e  to s o l v i n g  o n e  of aur c o u n t r y ' s  m o s t  c r i t i c a l  

r e s o u r c e  n e e d s — c a pi ta l f o r m a tio n. "

5.0 R e q u i r e m e n t s  for I n - S t a t e  I n v e s t i n g

T h e  t rem e n d o u s  g r o w t h  of p e n s i o n  a n d  p e r m a n e n t  fund  a s s e t s  o v e r  

the l as t  five y e a r s  h a s  s p u r r e d  the r e a l i z a t i o n  that those l arge p u b l i c  

trust funds can  be a v a l u a b l e  source of f i n a n c i n g  for e c o n o m i c  d e v e l o p m e n t .

In p a r t i c u l a r  these p u b l i c  funds, w h i c h  are d e f i n e d  b y  g e o g r a p h i c  b ou n d a r i e s ,  

are i n c r e a s i n g l y  looked to as  p o t e n t i a l  i n- s t a t o  i n v es to rs  w i t h  a p u b l i c  

c o n s cie nc e.  S u c h  i n v e s t m e n t  s t r a t e g i c s  go by ma n y  n a m o s — " s o ci al  in v e s t i n g , "  

" t a r g e t e d  i nve s t i n g "  a nd "divergent i n ve sti ng " are the m o s t  common. All 

ar e t er ms  that raise s tr o n g  r e a c t i o n s  f r o m  i n v e s t m e n t  m a n ag ers . M a n y  v i e w  

such  " s o c i a l l y  r e sp on sib le " i n v e s t m e n t  s t r a t e g i e s  as a g u a r a n t e e  of b o t h
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I N V E STMENT A N A L Y S I S  FOR ALL 

C A P I T A L  FUNDS*1

T Y P E S  OF

ft*
VENTURE

Iniciul Yea r

of Fund or Numbcr A verage Med ian Mean S tan d a r d

Initial C a l c u l a t i o n of

of Return Funds D uration Return Re turn Deviat ion High Low

1960 - 1969 11 1 1 .1 years 2 3. 5% 2 5 . n 15.8 56.0% 7.0 %

1970 - 19 76 20 7.2 years 22. 1% 23.6% 13.6 67.0% 1.3%

1975 - 1980 7 2.6 years 33.9% 32.5% 13.9 66.0% 10.0%

1960 - 1980 38 7.3 years 26. 1%. 25. 7% 16.2 57.0% 1.3%

SOURCE: C a’ifornia Depur Lment of E c o n o m i c  aiui business Dcve l o p m e n t , Office of Econ o m i c  Plann i n g

and Research. Final Hop- rt: Venture Capital 1 nv<;a tment A n a l y s i s , by Venture Economics, a 

d i v i s i o n  of the Capital P .b 1 isli Lug Company. San Francisco, CA: D e p a r t m e n t  of Econ o m i c  and business 

Development, December, 1980.

3 Inc l u d c s :

(D
V-*

I) private partnerships

2/ publicly - hel d  venture capital funds 

3) c o rporate venture capital investment progr a m s  

6) bank affiliated venture funds.
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a d e q u a t e  f i n a n c i a l  r e t u r n  w i t h  a c c e p t a b l e  l e v e l s  of r i s k  a n d  s o c i a l  and  

ec o n o m i c  r e t u r n s  to the  b e n e f i c i a r i e s  a n d  t h e  p o p u l a c e  at large.

T h e  s t a t e d  o b j e c t i v e  o f  t he se  t a r g e t e d  i n v e s t m e n t  p r o g r a m s  is 

t y p i c a l l y  to i n c r e a s e  th e a v a i l a b i l i t y  of  c a p i t a l  for f i n a n c i n g  i n- s t a t e

s hort o f  t h i s  o b jec ti ve . A  p r o g r a m  t h a t  t r u l y  i n c r e a s e s  the s u p p l y  of 

c a p i t a l  for h o u s i n g  o r  b u s i n e s s  f i n a n c e  w h i l e  stiil m a i n t a i n i n g  the 

fu nd 's  p r i m a r y  r e s p o n s i b i l i t i e s  t o  b e n e f i c i a r i e s  is d i f f i c u l t  to design. 

T h e  m o s t  c o m m o n  p r o b l e m  e n c o u n t e r e d  is s u b s t i tu ti on,  w h e r e  i n v e s t m e n t s  

by the fund r e p l a c e  t r a d i t i o n a l  a n d  m o r e  r e a d i l y  a v a i l a b l e  s o u r c e s  of 

capital.

a l r e a d y  w e l l  s e r v e d  b y  tra d i t i o n a l  c a p i t a l  m a r k e t  investors. In such 

c a s e s  the p e n s i o n  fund only  c o m p e t e s  w i t h  p r i v a t e  i n v e s t o r s  r a t h e r  than 

a c t u a l l y  i n c r e a s i n g  the sup pl y o f  c a p i t a l  (Litvak, 1901). Thus, c a p i t a l  

from  the p e n s i o n  or p e r m a n e n t  f un d  is m e r e l y  s u b s t i t u t e d  for o t h e r  

c a p i t a l  that w o u l d  be r e a d i l y  a v a i l a b l e  t hr ou gh e x i s t i n g  p r i v a t e  f i n an ci al  

markets.

of G o v e r n m e n t  N a t i o n a l  M o r t g a g e  A s s o c i a t i o n  (GNMA) g u a r a n t e e d  p a s s - t h r o u g h  

securi ti es . G N M A  p a s s - t h r o u g h s  h av e  b e c o m e  a fa vo r i t e  i n v e s t m e n t  of 

p e n s i o n  a n d  p e r m a n e n t  funds. W i t h  t he ir  full f a it h a n d  c r e d i t  g u a r a n t e e d  

f rom the f e der al  g o v e r n m e n t  a n d  r e l a t i v e l y  h i g h  ret u r n  they  ar e an ideal 

i n v e s t m e n t  for f unds w i t h  f i d u c i a r y  r e s p o n s i b i l i t i e s .  H ow e v e r ,  GN M A  

p a s s - t h r o u g h s  ar e a l s o  ideal i n v e s t m e n t s  fo r all o t h e r  i n v e s t o r s  w i t h

d e v e l o p m e n t  of b u s i n e s s  a n d  h ou sing. U n f o r t u n a t e l y ,  m a n y  p r o g r a m s  fall

S u b s t i t u t i o n  o c c u r s  w h e n  a f u n d  t a r g e t s  t ypos of i n v e s t m e n t s

T h e  m o s t  c o m m o n  e x a m p l e  of  s u b s t i t u t i o n  is f ound in the p u r c h a s e
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fa i r l y  c o n s e r v a t i v e  r i s k  p r e f e r e n c e s ;  m o s t  i n v e s t o r s  c o n s i d e r  G N M A  

p a s s - t h r o u g h  to be  e q u i v a l e n t  to al l o t h e r  d i r e c t  f e d e r a l  sec uri ti es . 

C o n s e q u e n t l y ,  the s e c u r i t i e s  a re in h i g h  d e m a n d  f r o m  m a n y  d i f f e r e n t  

i n v e s t m e n t  sectors. Thus, p e n s i o n  a n d  p e r m a n e n t  f u n d  p u r c h a s e s  of 

G N M A  p a s s - t h r o u g h s  si m p l y  c o m p e t e  w i t h  o t h e r  i n v e s t o r s  w h o  w o u l d  b e  

just  as w i l l i n g  to p u r c h a s e  t ho se  s ecurities.

E v e n  in the case o f  G N M A  s e c u r i t i e s  c o m p r i s e d  s o l e l y  of i n - s t a t e  

A l a s k a  m o r t g a g e s ,  p u b l i c  f u n d s  are  n o t  i n c r e a s i n g  t he  s upp l y  of  c a p i t a l  

for h o u s i n g  finance; the y ar e m e r e l y  h o l d i n g  i n - s t a t e  s e c u r i t i e s  tha t 

w o u l d  be b o u g h t  by  o t h e r s  o u t - o f - s t a t e .  W h i l e  s u c h  p o l i c i e s  m a y  b e  

p o l i t i c a l l y  a d v a n t a g e o u s ,  they h a v e  li t t l e  r ea l  i m p a c t  o n  a s t a t e ' s  

ho u s i n g  mark et . T h e s e  a r g u m e n t s  a p p l y  e q u a l l y  to p u r c h a s e s  o f  the 

g u a r a n t e e d  p o r t i o n s  of U.S. S m a l l  B u s i n e s s  A d m i n i s t r a t i o n  loans.

Se v e r a l  a n a l y s t s  h a v e  a r g u e d  t hat s u b s t i t u t i o n  m a y  a l s o  o c c u r  

in the n o n - g u a r a n t e e d  m o r t g a g e  p a s s - t h r o u g h  market. L a r r y  Litvak , in 

liis r e c e n t l y  r e l e a s e d  b o o k  P e n s i o n  F u n d s  a n d  E c o n o m i c  R e n e w a l , d e s c r i b e s  

the f o l l o w i n g  sce nario. In a p r o p e r l y  f u n c t i o n i n g  c a p i t a l  mark et , 

i n c re as ed  p u r c h a s e s  of  i n - s t a t e  c o n v e n t i o n a l  m o r t g a g e s  on the s e c o n d a r y  

m a r k e t  wi l l  b i d  up the p r i c e  of m o r t g a g e  lo an s as an i n v e s t m e n t  an d 

c o r r e s p o n d i n g l y  r ed u c e  t h e i r  yield. C o n c u r r e n t l y ,  the p u b l i c  fund 

wi l l  be s e l l i n g  o ff  (or b u y i n g  less of) o t h e r  s e c u r i t i e s  to m a k e  r o o m  

for the m o r t g a g e  s ec ur ities. T h e  r e s u l t i n g  i n c r e a s e d  s u p p l y  (or 

d e c r e a s e d  demand) for t he se  o t h e r  s e c u r i t i e s  w i l l  d e c r e a s e  t h e i r  p r i c e  

an d in cr e a s e  t h e i r  yield. T h e s e  c h a n g e s  in the c a p i t a l  m a r k e t s  w i l l  

e n c o u r a g e  o t h e r  in vestors to p u r c h a s e  fewer l o w - y i e l d i n g  m o r t g a g e  s e c u r i t i e s
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a n d  m o r e  h i g h e r - y i e l d i n g  e t h e r  securities. W h e n  t he  s h i f t i n g  of 

i n v e s t o r s  h a s  r u n  its c o u r s e  a nd p u b l i c  fu nds  a n d  o t h e r  i n v e s t o r s  

s t a b i l i z e  t h e i r  i n v e s t m e n t  p a t t e r n s ,  th e su ppl y a n d  p r i c e  of m o r t g a g e  

c r e d i t  w i l l  be w h e r e  it w a s  to start. T h e  o n l y  c h a n g e  w i l l  b e  t h a t  

p u b l i c  f u n d s  w i l l  n o w  h o l d  m o r e  o f  the m o r t g a g e  s e c u r i t i e s  a n d  o t h e r  

i n v e s t o r s  w i l l  h o l d  m o r e  of t he  o t h e r  se cu rities. M a n y  e m p i r i c a l  s t u d i e s  

s u p p o r t  thi s v i e w  of h o w  the c a p i t a l  m a r k e t s  operate. In p a r t i c u l a r ,  

e x a m i n a t i o n s  o f  f e d e r a l l y  s p o n s o r e d  m o r t g a g e  c r e d i t  a g e n c i e s  ha v e  

c o n c l u d e d  t ha t  m o s t  o f  the m o r t g a g e s  p u r c h a s e d  by  t hes e a g e n c i e s  h a v e  

m e r e l y  d i s p l a c e d  o t h e r  m o r t g a g e  i n v e s t o r s  i n c l u d i n g  i n s u r a n c e  compa ni es .

I n - s t a t e  i n v e s t m e n t  r e q u i r e m e n t s  p r e s e n t  a d d i t i o n a l  p r o b l e m s  in 

a t t e m p t s  to a c h i e v e  p r o p e r  d i v e r s i f i c a t i o n  of a fun d ' s  p o r t f o l i o .

M o d e r n  p o r t f o l i o  the o r y  t e l l s  us that i n v e s t m e n t  f u nd s s h o u l d  b e  p r o p e r l y  

d i v e r s i f i e d  t o  p r o t e c t  a g a i n s t  r i s k  a n d . t o  i n c r e a s e  yield. A d e q u a t e  

d i v e r s i f i c a t i o n  r e s u l t s  f r o m  an a s s o r t m e n t  of i n v e s t m e n t s  m a d e  in five 

c a t e go ri es : i n d u s t r y  type, g e o g r a p h i c  location, typ e of m a n a g e m e n t

p e r s o n n e l ,  f i n an cia l type (equities or t an g i b l e  items vs. debt), and  

l e n g t h  o f  m a t ur ity . If this is ac co m p l i s h e d ,  lo s s e s  du e to t h e  d e c l i n e  

of any c o m p a n y  or industry, to d i s a s t e r  in any  g e o g r a p h i c  region, to 

e r r o r  b y  any m a n a g e m e n t  group, to c h a n g e s  in the p r i c e  level, and to 

c h a n g e s  in i n t e r e s t  r a t e s  w i l l  a l l  be minimi zed .

I n t e r e s t  ha s b e e n  e x p r e s s e d  in d e s i g n i n g  a m e c h a n i s m  to a l l o w  

s ta t e s  to "swap" t h e i r  i n - s t a t e  trust fund i n v e s t m e n t s  w i t h  o t h e r  st at es  

as a m o a n s  to e l i m i n a t e  an y f i d u c i a r i l y  u n s o u n d  d e p e n d e n c e  on  i n- s t a t e  

i nvestment. T h e  W e s t e r n  G o v e r n o r s  of Ar izona, C o l o ra do , Nevada,
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N e w  M e x i c o  a n d  U t a h  r e c e n t l y  a s k e d  t h i s  f i r m  to e x p l o r e  s uch p o t e n t i a l  

"sw ap s. " O u r  s t u d y  c o n c l u d e d  t h a t  th e c o n c e p t  f a c e d  s e v e r a l  o p e r a t i o n a l  

p r o b l e m s :  c o n s t i t u t i o n a l  a n d  l e g i s l a t i v e  r u l e s  var y w i d e l y  f r o m  state

to state, a s  d o e s  m a n a g e m e n t  s o p h i s t i c a t i o n .  F u r t h e r e m o s t  f u n d s  are 

w e l l  b e l o w  the t h r e s h o l d  o f  i n - s t a t e  f i d u c i a r y  u n s o u n d n e s s .  S e c o n d a r y  

m a r k e t s  a l r e a d y  o p e r a t i n g  (or develop in g)  fo r c om m e r c i a l ,  i n d u s t r i a l  

a n d  r e s i d e n t i a l  m o r t g a g e s  e l i m i n a t e  t h e  n e e d  for "swaps" w h i c h  in ma n y  

w a y s  are  just  i nf o r m a l  s e c o n d a r y  m a r k e t  a rr a n g e m e n t s .

A l a s k a  f a c e s  p a r t i c u l a r  p r o b l e m s  w i t h  i n - s t a t e  i n v e s t m e n t  

r e q u i r e m e n t s .  T h e  s m all  size of the s t a t e ' s  e c o n o m y  p o s e s  a u n i q u e  p r o b l e m  

for A l a s k a .  A l a s k a ' s  econo-iy w i t h  its $4.5  b i l l i o n  in p e r s o n a l  income is 

s i m p l y  n o t  large e n o u g h  to b e  a b l e  to a b s o r b  s i g n i f i c a n t  i n - s t a t e  i n v e s t m e n t s  by 

the $4 b i l l i o n  P e r m a n e n t  Fund. F ur t h e r ,  o p p o r t u n i t i e s  for m a k i n g  sound 

i n v e s t m e n t s  a re  r e l a t i v e l y  narrow. T h e r e  a r e  real lim its  on the a b ili ty  

of p u b l i c  f un d  i n v e s t m e n t s  to "fo rce  feed" sound, n e w  e c o n o m i c  a c t i v i t y  

in Alasx a. A l a s k a  h a s  a s mall i n t e r n a l  m a r k e t  w h i c h  is e x t r e m e l y  e x p e n s i v e  

to service; v e r y  h i g h  c o s t s  of p r o d u c t i o n  w h i c h  l i m i t  expor ts ; a n d  a 

s h o r t a g e  of s k i l l e d  ma n a g e m e n t .  T h e  h e a v y  i mp a c t  of f e d er al tax, 

e x p e n d i t u r e  a n d  r e g u l a t o r y  p o l i c i e s  f u r t h e r  c o n s t r a i n  i n i t i a t i v e s  l i m i t e d  

to s tate lo u n d a r i e s .  C a p i t a l  by  i ts e l f  c a n n o t  o v e r c o m e  t hes e market, 

m a n a g e m e n t ,  p r o d u c t i o n  or p o l i c y  c ons t r a i n t s .

A l a s k a ' s  s e c o n d  u n i q u e  p r o b l e m  a r i s e s  fo r m  its r e l a t i v e l y  small 

c a p i t a l  market. T a b l e  3 lis ts  the t o ta l a s s e t s  of the m a j o r  fina nc ia l 

s o u r c e s  in the state. T h e  P e r m a n e n t  F u n d  c u r r e n t l y  t o w e r s  o v e r  all  o t he r 

fi n a n c i a l  s o u r c e s  in A la sk a.  If e v e n  25% of  the P e r m a n e n t  F u n d  w a s
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T a b l e  3

T o t a l  A s s e t s  of M a j o r  A l a s k a  F i n a n c i a l  S o u r c e s

A s s e t s  

(in millions)

A l a s k a  P e r m a n e n t  F u n d  $2,802.8"'"

C o m m e r c i a l  B a n k  I nd u s t r y  2 , 4 5 9 . 0

2
A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  1, 8 9 7 . 9

G e n e r a l  a n d  S e g r e g a t e d  S t a t e  P r o g r a m  F und s l ^ S S . S 1

_ 3
N a t i v e  C o r p o r a t i o n s  8 01 .7

P u b l i c  E m p l o y e e  R e t i r e m e n t  S y s t e m s  567.6''"

C r e d i t  Un ion  I n d u s t r y  539.1

Teachers' R e t i r e m e n t  F u n d s  4 1 b . 7 1"

Savi ng  a n d  Loan  A s s o c i a t i o n  In du s t r y  4 1 0 . 8

M u t u a l  S a v i n g s  B a n k s  I n d u s t r y  ' 2 88 .6

2
A l a s k a  I nd us t r i a l  D e v e l o p m e n t  A u t h o r i t y  2 17.6

2
A l a s k a  R e n e w a b l e  R e s o u r c e  C o r p o r a t i o n  43.4

r  J
In s u r a n c e  In dus tr y 5.4

^Assets as of 11/30/81.

2A s  of 6/30/01.

3 •
T h i s  i nc lu d e s  the t o t a l  a s s e t s  of 13 n ati v e  c o r p o r a t i o n s — i n c lud in g

the v a s t  land holdings.

^ T o t a l  d e p o s i t s  in d o m e s t i c  i n s u r a n c e  c o m p a n i e s  12/31/00.
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i n v e s t e d  e x c l u s i v e l y  w i t h i n  th e state, tha t p o r t i o n  of the F u n d  w o u l d  

b e  the  f i f t h  l a r g e s t  f i n a n c i a l  so ur ce  in Alaska . It w o u l d  be  e x t r e m e l y  

d i f f i c u l t  (if not  impossible) to r e s t r i c t  al l such i n - s t a t e  i n v e s t m e n t s  

e x c l u s i v e l y  to p r o v i d i n g  f i n a n c i n g  to d e a l s  i g n o r e d  b y  the e x i s t i n g  

f i n a n c i a l  sourc es  w h i l e  still f u l f i l l i n g  the F u n d ' s  p r u d e n t i a l  r e s p o n s i­

bil ities . If in -s t a t e  i n v e s t m e n t  of the P e r m a n e n t  F u n d  m e r e l y  r e s u l t e d  

in the F u n d  s u b s t i t u t i n g  its c a p i t a l  for t h a t  a v a i l a b l e  f rom existing 

sources, no cain in a v a i l a b l e  f i n a n c i n g  w o u l d  occur. As  of N o v e m b e r  30, 

1981, o n l y  2k of  t he  P e r m a n e n t  F u n d  w a s  i n v e s t e d  d i r e c t l y  in in -st at e 

inv es tments, •rh-"’4- 2t (or $53 million) is in ve s t e d  in c e r t i f i c a t e s  

of d e p o s i t  in A l a s k a  c o m m e r c i a l  banks, savin gs a n d  loan a s s o c i a t i o n s  

a n d  m u t u a l  s a v i n g s  banks. In 198 0 state a n d  local funds c o m p r i s e d  20% 

of  a ll  d e p o s i t s  in A l a s k a  commoicia.1 banks. T h e  large p a r t  t h a t  p u b l i c  

d e p o s i t s  p l a y  in the a s s e t  s t r u c t u r e  of A l a s k a  d e p o s i t  i n s t i t u t i o n s  

in di ca te  that the state s ho u l d  e x e r c i s e  ex t r e m e  care b e f o r e  i n c r e a s i n g  

this p e r c e n t a g e  e ven h i g h e r  t h r o u g h  i n c r e a s e d  P e r m a n e n t  F u n d  dep osits.

Further, it is q u e s t i o n a b l e  w h e t h e r  sucli d e p o s i t s  r e s u l t  in 

i n c r e a s e d  e c o n o m i c  a c t i v i t y  in the state: r e c e n t  s t u di os  c o n d u c t e d  by

this fi r m  in b o t h  A l a s k a  a n d  M e w  M e x i c o  c a s t  d o u b t  on the e x i s t e n c e  

of any s i g n i f i c a n t  r e l a t i o n s h i p  b e t w o o n  b a n k  l e n d i n g  an d the level of 

p u b l i c  doposits.

O p p o r t u n i t i e s  for the P e r m a n e n t  l u n d  to i nv e s t  p r u d e n t i n l l y  w i t h i n  

A l a s k a  are tr> »y q u i t e  limited. I n - s t a t e  i n v e s t m e n t  r e q u i r e m e n t s  w o u l d  

p r o b a b l y  no t c o m p r o m i s e  the P e r m a n e n t  F u n d ' s  a b i l i t y  to d i v e r s i f y  its 

por tf o l i o .  Duo to the smell size of the s t a t e ' s  e c o n o m y  a n d  c a p i t a l  

market, the a b i l i t y  of  the e c o n o m y  to a b s o r b  i n - s t a t e  i n v e s t m e n t s  w o u l d
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p r o b a b l y  be r e a c h e d  b e f o r e  d i v e r s i f i c a t i o n  r e q u i r e m e n t s  w o u l d  d i c t a t e  

tha t  the F u n d  h e l d  too  man y  i n - s t a t e  i nv est m e n t s .

In l ig ht  o f  all of t h ese  co n c e r n s ,  w e  p r e s e n t  th e f o l l o w i n g  m o d e l  

l i s t  o f  i n v e s t m e n t s  for the A l a s k a  P e r m a n e n t  Fund.

6.0 A  M o d e l  L i s t  o f  P e r m i s s i b l e  I n v e s t m e n t s

T h e  A l a s k a  P e r m a n e n t  F u n d  c u r r e n t l y  h a s  a f a i r l y  n a r r o w  r a n g e  of 

p e r m i s s i b l e  i n v es tme nt s,  e m p h a s i z i n g  US g o v e r n m e n t  securit ies , m o n e y  

m a r k e t  pap er,  b a n k  c e r t i f i c a t e s  o f  dep osit, m o r t g a g e s  a n d  o t h e r  fixed 

in c o m e  paper. T h e  F u n d  is c u r r e n t l y  p r o h i b i t e d  f r o m  i n v e s t i n g  in stock, 

in co m e  p r o p e r t v  a n d  forei gn  securit ies . T h e  list is l i m i t i n g  f r o m  the 

s t a n d p o i n t  of o p p o r t u n i t i e s  for b o t h  d i v e r s i f i c a t i o n  (by t erm of m a t u r i t y ,  

location, industry, etc.) a n d  g e n e r a t i o n  of i n v e s t m e n t  income. A l t h o u g h  

these c o n s t r a i n t s  m a y  w el l  h a v e  b e e n  i n i t i a l l y  s o u n d  f r o m  a p. litical, 

fi n a nc ia l a n d  m a n a g e m e n t  standpoint, the g r o w t h  a n d  m a t u r i n g  of the 

P e r m a n e n t  F u n d  c o r p u s  a n d  m a n a g e m e n t ,  a s  w e l l  as the u r g e n c i e s  of 

c o n t i n u i n g  h ig h  r a t e s  of  i nflation, r e q u i r e  a r e v . e w  a t  this time.

It is, therefore, n o w  ou r p r o f e s s i o n a l  judgmi nt t ha t  the list  of 

p e r m i s s i b l e  i n v e s t m e n t s  for the A l a s k a  P e r m a n e n t  F u n d  s h o u l d  b e  c a u t i o u s l y

e x p a n d e d  to i n c l u d e  the m a n y  f i n a n c i a l  i n s t r u m e n t s  an d s e c u r i t i e s  in

w h i c h  all w o r l d  c l a s s  i n s t i t u t i o n a l  i n v e s t o r s  (such as the P e r m a n e n t  

Fund) dc n o w  invest.

As  wo m e n t i o n e d  earlier, G o v e r n o r  H a m m o n d  h a s  p r o p o s e d  m a n y  

s o u n d  c h a n g e s  that  w o u l d  a c c o m p l i s h  the g o a l  of e x p a n d i n g  p e r m i s s i b l e  

i n v e s t m e n t s  in a cautious, e f f i c i e n t  manne r. T o  f u r t h e r  d i s c u s s i o n  

of the issue, w e  p r e s e n t  h e r e  a m o d e l  list o f  p e r m i s s i b l e  inve st me nt s.
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A l l  of t h e s e  i n v e s t m e n t s  w o u l d  be a p p r o p r i a t e  for t h e  A l a s k a  P e r m a n e n t  

Fund, f u l f i l l i n g  b o t h  its p r u d e n t i a l  r e s p o n s i b i l i t i e s  a n d  its m o r e  

g e n e r a l  r e s p o n s i b i l i t i e s  to th e f u t u r e  h e a l t h  o f  t h e  state.

p o i n t  m u s t  b e  made. A s  we h a v e  e m p h a si ze d, f i d u c i a r y  c o n c e r n s  m u s t  

o v e r r i d e  all o t h e r  g o a l s  in th e i n v e s t m e n t  of p u b l i c  funds. In m o s t  

cases, i n v e s t m e n t  o f f i c e r s  a c t  far too  c o n s e r v a t i v e l y  in t h e i r  zeal 

to fulfil l t h e i r  f i d u c i a r y  a n d  p r u d e n t i a l  r e s p o n s i b i l i t i e s .  T h e s e  

r e s p o n s i b i l i t i e s  do no t i mp ly  a r e q u i r e m e n t  for r i s k - f r e e  in ve stment; 

rather, t hey imply a r e q u i r e m e n t  f o r  r e s p o n s i b l e  i n v e s t m e n t  a c t i v i t y  

that b a l a n c e s  r i s k s  a g a i n s t  p o t e n t i a l  return. T h i s  is p r e c i s e l y  the 

s t a n d a r d  w h i c h  is w r i t t e n  i nto the l e g i s l a t i v e  f i n d i n g s  w i t h  r e g a r d  to 

the A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n :  "The C o r p o r a t i o n ' s  g o a l  shou ld

be to m a i n t a i n  sa fe ty  of p r i n c i p a l  w h i l e  m a x i m i z i n g  total r e t u r n "

(emphasis a d d e d ) .

V e n t u r e  c a p i t a l . A s  w e  n o t e d  e arlier, m a n y  w o r l d  c l a s s  i n s t i t u t i o n a l  

ii s s t o r s — i n c l u d i n g  Harvard, m o s t  o t h e r  m a j o r  un iv e r s i t i e s ,  the F o r d  

Four lation, a n d  o t h e r  m a j o r  f o un da ti on s, a s  w e l l  a s  m o s t  p r i v a t e  p e n s i o n  

f u n d s — ha v e  p l a c e d  s na il p o r t i o n s  (perhaps 5%) of their p o r t f o l i o  in 

v e n t u r e  « npi ta l l i m i t e d  p a r t n e r s h i p s .  In fact, the r e c e n t  e n o r m o u s  

g r o w t h  in the n a t i o n a l  p o o l  o f  a v a i l a b l e  v e n t u r e  c a p i t a l  funds can bo 

atv. ibutod a l m o s t  e x c l u s i v e l y  to an  in fl ux  of f und s f r o m  such w o r l d  

c l a s s  i n s t i t u t i o n a l  investors. S u c h  i n v e s t m e n t s  c a n  p r o d u c e  e x t r e m e l y  

h i g h  r e t u r n s — 25 to 40 p er cen t.  A f t e r  an init ia l invest me nt , A l a s k a  

c o u l d  m a k e  s u b s e q u e n t  i n v e s t m e n t s  c o n t i n g e n t  o n  the a g r e e m e n t  of the 

v e n t u r e  f un d ' s  m a n a g e r s  to g i v e  c o n s i d e r a t i o n  to v e n t u r e  o p p o r t u n i t i e s

B e f o r e  p r o c e e d i n g  to a d e s c r i p t i o n  o f  tha t list, on e f u r t h e r
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in A l a s k a .  S u c h  a s y s t e m  w o u l d  a l l o w  the s t ate  to m a i n t a i n  h i g h  f i n an ci al 

r e t u r n s  w h i l e  i n d i r e c t l y  d i r e c t i n g  v e n t u r e  c a p i t a l  t o w a r d  A l a s k a ' s  

e n t r e p r e n e u r s .  T h i s  " be st  ef fo r t s "  r e q u i r e m e n t  w i l l  be  tricky, h ow ever, 

d ue  to th e small e c o n o m y  a nd  r e l a t i v e l y  l i m i t e d  v e n t u r e  o p p o r t u n i t i e s  in 

the state W h i l e  A l a s k a  i n v e s t m e n t s  s h o u l d  n o t  b e  req ui red , the state 

s h o u l d  e n c o u r a g e  v e n t u r e  f unds in w h i c h  it h a s  i n v e s t m e n t s  to b e  op e n  

to o p p o r t u n i t i e s  w i t h i n  h e r  b o u n d a r i e s .  T h i s  s h o u l d  b e  on e of the 

i s s u e s  for r e v i e w  b e f o r e  r e i n v e s t m e n t  in a v e n t u r e  c a p i t a l  p a r t n e r s h i p .

F r u i t y . I n c r e a s e d  e q u i t y  i n v e s t m e n t s  s h o u l d  be d i v e r s i f i e d  by 

lo cation, industry, size of b u s i n e s s  a n d  risk. A  t r u l y  d i v e r s i f i e d  

e q u i t y  p o r t f o l i o  w il l  e l i m i n a t e  the u n s y s t e m a t i c  risk; th a t  is, the 

r i s k  a s s o c i a t e d  w i t h  i n v e s t m e n t  in e a c h  i n d i v i d u a l  stock. W i t h  a truly 

d i v e r s i f i e d  p o r t f o l i o ,  r i s k  w i l l  be  a f ac t o r  o f  g e n e r a l  e c o n o m i c  

t r e n d s  only, t re n d s  to w h i c h  an y fo;:m o f  i n v e s t m e n t  is sus ce pt ibl e.

C o m m e r c i a l  paper, b a n k e r ' s  a c c e pt an ce , r e p u r c h a s e  a greements, 

and  n e g o t i a b l e  c e r t i f i c a t e s  of d e p o s i t . T h e s e  ar e standard, h i g h -y ie ld , 

l o w - r i s k  i n v e s t m e n t s  ich are a m a j o r  c o m p o n e n t  of any w o r l d  c l as s 

p o r t f o l i o .  T h e  P e r m a n e n t  F u n d  c u r r e n t l y  i n v e s t s  in t he se  i n s t r u m e n t s  

a n d  s h o u l d  c o n t i n u e  to d o  so.

r ^ e i g n  s e c u r i t i e s . T h e  a b i l i t y  to inv es t in f o re ig n s e c u r i t i e s  

w o u l d  a l l o w  the P e r m a n e n t  F u n d  to take a d v a n t a g e  o f  e c o n o m i c  g r o w t h  

o v e r s e a s  d u r i n g  h a r d  e c o n o m i c  tim es  at home. A n a l y s e s  of nin e  major- 

w o r l d  s t o c k  a n d  bo n d  m a r k e t s  o v e r  the p e r i o d  1 3 7 0 - 1 9 7 9  in d i c a t e d  that a 

p o r t f o l i o  w h i c h  h ol ds  i n v e s t m e n t s  f r o m  s e v e r a l  c o u n t r i e s  in r o u g h  proixur- 

tion  to the c o u n t r y ' s  ^i^e p r o v i d e s  a b e t t e r  r e t u r n  than one c o n c e n t r a t e d
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in an y i n d i v i d u a l  marke t. T h e  r e t u r n s  of i n t e r n a t i o n a l  m a r k e t s  e x h i b i t  

f a i r l y  l o w  c o r r e l a t i o n  w i t h  e a c h  o t h e r  a n d  w i t h  th i s  co unt ry , a l l o w i n g  

a f u r t h e r  r e d u c t i o n  of  risk. W h i l e  f i n a n c i a l  r e t u r n  to  the f u n d  f r o m  

th i s  type o f  i n v e s t m e n t  w i l l  be  q u i t e  high, the  e c o n o m x c  s oc i a l  

b e n e f i t s  th a t  w i l l  be  g e n e r a t e d  i n - s t a t e  w i l l  b e  minimal.

L o n g - t e r m  debt. M a n y  s o p h i s t i c a t e d  o e b t  i n v e s t m e n t s  h a v e  e m e r g e d

o v e r  the l a s t  t hr ee years. R e c e n t  m o v e s  to v a r i a b l e  ra t e  m o r t g a g e s  

a l l o w  i n v e s t o r s  to c a p t u r e  c h a n g e s  in i n t e r e s t  rates. D e b t  i n s t r u m e n t s  

are a l s o  o f f e r i n g  sha r e s  in e q u i t y  p r o f i t s ,  s ha r e s  in real e s t a t e  

a p p r e c i a t i o n  a n d  c o n v e r t i b l e  o p t i o n s  tha t  p e r m i t  i n v e s t o r s  to c o n v e r t  

de b t  to equity. T h e s e  last o p t i o n s  a l l o w  i n v e s t o r s  to h a v e  m a n y  o f  the 

f i n a n c i a l  b e n e f i t s  of e q u i t y  i n v e s t m e n t  w i t h o u t  the a c c o m p a n y i n g  risk.

c o m m e r c i a l ,  industri al , a n d  h om e  c o n v e n t i o n a l  m o r t g a g e s  are  p a c k a g e d  

a n d  sold to  the  s t a l e ' s  p e n s i o n  fund. C o l o r a d o  for i n s t a n c e  h a s  a v e r y  

a c t i v e  p r o g r a m  in w h i c h  c o n v e n t i o n a l  r e s i d e n t i a l  m o r t g a g e s  o f  n u m e r o u s  

state S S L s  a r e  p a c k a g e d  a n d  s o l d  to t h e  s t a t e ' s  P u b l i c  E m p l o y e e s '  

R e t i r e m e n t  A s s o c i a t i o n  ( P E R A ) . F o r  c o m m e r c i a l  m o r t g a g e s  of l es s  than 

$1 mil li o n ,  P E R A  p u r c h a s e s  the m o r t g a g e  f r o m  E m p i r e  S a v i n g s  a n d  L o a n  of 

Denve r, w h i c h  h a n d l e s  th e p o o l i n g  o f  s m a l l e r  m o r t g a g e s  f r o m  a s s o r t e d  

o r i g i n a t o r s  for. the system.

S e v e r a l  o t h e r  states, i n c l u d i n g  N e w  Y o r k  and  N o r t h  C a r o l i n a ,  h ave 

b e e n  a c t i v e  in p a c k a g i n g  i n - s t a t e  r e s i d e n t i a l  m o r t g a g e s  f r o m  m a n y  i e n d e r s

Ho m e  m o r t g a g e s .  S e v e r a l  s t a t e s  o p e r a t e  p r o g r a m s  in w h i c h



a n d  p l a c i n g  t h e m  w i t h  the s tate p u b l i c  e m p l o y e e  p e n s i o n  fund. In the 

ca s e  of N e w  York, the p e n s i o n  f u n d  is t h e  d i r e c t  p l a c e m e n t  p u r c h a s e r  of 

t h r e e  s e p a r a t e  p a s s - t h r o u g h  c e r t i f i c a t e s  t o t a l l i n g  $85 mi ll ion . T h e  

s e c u r i t i e s  w e r e  i s s u e s  b y  a  c o m m e r c i a l  bank, a thrift, a n d  a g r o u p  of 

sa v i n g s  insti tu ti on s. A s  a variation, the N o r t h  C a r o l i n a  p e n s i o n  fund 

r e c e n t l y  p u r c h a s e d  $50 m i l l i o n  of " c o n d u i t  p a y - t h r o u g h  b o nd s, " v/hich 

re p r e s e n t  r e s i d e n t i a l  m o r t g a g e s  o r i g i n a t e d  b y  m u l t i p l e  l e nd er s t h r o u g h o u t  

the state. B e c a u s e  of the N o r t h  C a r o l i n a  p e n s i o n  fun d ' s  r e q u i r e m e n t  

t h a t  all  i n v e s t m e n t s  be m a d e  in r a t e d  c o r p o r a t e  d e b t  sec ur iti es , the 

s ta te  s et  up a spec ia l p u r p o s e  c o r p o r a t i o n  o r g a n i z e d  a n d  m a n a g e d  b y  the 

s t a t e ' s  b a n k s  a n d  t h r i f t s  to  i s su e the bonds, w h i c h  r e c e i v e d  an 

r a t i n g  f r o m  S t a n d a r d  and P o o r ' s  C or po r a t i o n .

I
In a n o t h e r  variat io n, the  C o n n e c t i c u t  S t a t e  E m p l o y e e ' s  P e n s i o n  

fu n d  c o m m i t t e d  to p u r c h a s e  $40 m i l l i o n  in c o n d u i c  p a s s - t h r o u g h  s e c u r i t i e s  

o r i g i n a t e d  b y  the state'.., l e n d i n g  i n s t i t u t i o n s  a n d  p a c k a g e d  by its 

l a r g e s t  s a v i n g s  a n d  loan. T h i s  f o r w a r d  c o m m i t m e n t  e n a b l e s  the 

F u n d  to e s t a b l i s h  condi tions whic! m o r t g a g e s  m u s t  m e e t  to q u a l i f y  for 

purc ha se.  B e y o n d  m e r e l y  d e s c r i b i n g  le ng t h  a n d  l o a n - t o - v a l u e  ratios, 

it h a s  i n f l u e n c e d  t a r g e t i n g  of m o r t g a g e s  by e x p r e s s i n g  a p r e f e r e n c e  

to p u r c h a s e  m o r t g a g e s  of h o m e o w n e r s  w h o  are a ls o  P e n s i o n  F u n d  part.’ oants.

P e r m a n e n t  F u n d  i n v e s t m e n t  in c o n v e n t i o n a l  m o r t g a g e  s e c u r i t i e s  

fro m  A l a s k a  .is p a r t i c u l a r l y  a p p r o p r i a t e  gi ven  the c l e a r  n e e d  for a d d i t i o n a l  

a d e q u a t e  h o u s i n g  for r e s i d e n t s  of the state. N o  n e w  p o o l i n g  m e c h a n i s m  

w o u l d  n e e d  to be d e v e l o p e d  to p a c k a g e  the m or tg ag es : b o t h  A I D A  a n d  A MF C

hav e the c a p a b i l i t y  to p e r f o r m  this function. It is i m p o r t a n t  to note 

that m o r t g a g e s  h av e  been  s o un d i n v e s t m e n t s  for i n s t i t u t i o n a l  funds;
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r e s i d e n t i a l  m o r t g a g e s  h av e  b e e n  y i e l d i n g  40 to 50 b a s i s  p o i n t s  h i g h e r  

t h a n  s i m i l a r  q u a l i t y  bonds. Li k e  all p o r t f o l i o  o pt ions, these 

i n v e s t m e n t s  s h o u l d  b e  s u b j e c t  to p r u d e n t  l i m i t s — in this c as e  p r o b a b l y  

a b o u t  15 p e r c e n t  to 25 p e r c e n t  of the P e r m a n e n t  F u n d ' s  t ot al  assets.

Bonds, n o t e s  an d o t h e r  o b l i g a t i o n s  of the U n i t e d  S t a t e s .

T h e s e  e s s e n t i a l l y  r i s k - f r e e  i n v e s t m e n t s  are a s t a n d a r d  c o m p o n e n t  of 

a n y  p u b l i c  f u n d  p o r t f o l i o .  U.S. d e b t  o b l i g a t i o n s  are h i g h l y  liqu id  

a n d  ar e f ully g u a r a n t e e d  b y  the f e de ra l go v e r n m e n t .  T h e y  are c u r r e n t l y  

a s i g n i f i c a n t  p a r t  of the P e r m a n e n t  F u n d ' s  p o rt fol io .

E q u i t y  i n v e s t m e n t s  in r eal e s t a t e . I n s t i t u t i o n a l  i n v e st or s 

h a v e  r e c e n t l y  t u r n e d  to e q u i t y  i n v e s t m e n t s  in real e st a t e  as a m e a n s  

t o  c a p t u r e  a high, c o n s t a n t  r e v e n u e  f lo w  f r o m  a t an g i b l e  assets. W h i l e  

su c h  i n v e s t m e n t s  can be fai rl y risky, t he y  c an r es u l t  in g r e a t  b e n e f i t s  

w h e n  lone by a c o m p e t e n t  p r o f e s s i o n a l  ma nager.

C e r t i f i c a t e s  of d e p o s i t . F ina ll y,  it seems pr ude nt , in our 

p r o f e s s i o n a l  judgment, to d e v o t e  a very s mall p e r c e n t a g e  of the fund 

to l o n g - t e r m  CD s of  no less t ha n  two and  no mo r e  than e i g h t  years. 

R e c e n t l y  C C D  c o n d u c t e d  d e t a i l e d  a n a l y s e s  of the b a n k i n g  s y s t e m s  in 

b o t h  N e w  M e x i c o  (number o n e  in the c o u n t r y  in the p e r c e n t a g e  of state 

a n d  local p u b l i c  funds in the b a n k i n g  system, wi t h  22.5%) and  A l a s k a  

(number two, 20.1%). O u r  a n a l y s i s  s u g g e s t s  that t here is no c lear 

r e l a t i o n s h i p  b e t w e e n  .increased state a n d  local d e p o s i t s  in the b a n k i n g  

s y s t e m  an d i n c r e a s e d  b a n k  lending. T h i s  a p p e a r s  to be e s p e c i a l l y  

li ke l y  w i t h  the m o s t  t y p i c a l  form of state d e p o si ts , the s h o r t - t e r m  

CD. It can b e  argued, however, that l o n g e r - t e r m  d e p o s i t s  ma y be mo r e  

lik el y to .end to i n c r e a s e d  b a n k  l e n di ng  ac tiv it y,  w h i c h  in turn



m a y  r e s u l t  in g r e a t e r  i n - s t a t e  lending. It is i m p o r t a n t  to note, 

ho we ve r,  t h a t  the s tate has  l i m i t e d  c o n t r o l  o v e r  the b a n k ' s  use of p u b l i c  

de posits. I n - s t a t e  lending, o u t - o f - s t a t e  l e n d i n g  a n d  a r b i t r a g i n g  of 

funds in n a t i o n a l  c a p i t a l  m a r k e t s  a r e  all p o s s i b l e  u s e s  for the funds.

The  c h o i c e  wi l l  be d e t e r m i n e d  b y  the d e m a n d  for loans an d the b a n k ' s  

o w n  r i s k - r e w a r d  prefe re nc es .

Sta te  d e p o s i t s  in CD s ca n b e  100 p e r c e n t  i n su red  b y  the F DI C  

t h r o u g h  a m u l t i p l e  t r u s t e e s h i p  s y s t e m  such as that  u s e d  by o t h e r  st ate s 

a n d  p r i v a t e  m o n e y  managers. F o r  e xample, C o l or ado , b o r r o w i n g  f r o m  

the  p r i v a t e  m a r k e t  e x p e r i e n c e  of M e r r i l l  L y nc h a n d  others, u t i l i z e s  

a s y s t e m  of t r u s t e e s  for a d m i n i s t r a t i o n  a n d  d e p o s i t  of its p u b l L C  

funds. U nd er  this system, a v a i l a b l e  f un ds  are p l a c e d  u n d e r  the 

a d m i n i s t r a t i o n  of seve ra l trustees. T h e  trustees, in turn, can e a c h  

d e p o s i t  up  to $ 1 0 0 , 0 0 0  in e a c h  in st itu io n.  As a result, w h i l e  a g i v e n  

b a n k  may h o l d  well o v e r  the i n s u r e d  limit of state funds in total, ,

ea c h  s epa r a t e  a c c oun t is fully insured. T he  a d v a n t a g e  of such a s y s t e m  

is that it a v o i d s  c o m p l e x  and  o n e r o u s  p l e d g i n g  or c o l l a t e r a l  r e q u i r e­

me n t s  by a l l o w i n o  all state d e p o s i t s  to q u a l i f y  for F D I C  insurance.

H a n k s  are able  to u t ili ze  p u b l i c  funds m o r e  e f f i c i e n t l y ,  a n d  the 

a d m i n i s t r a t i v e  bu r d e n  on the s ta te  for m o n i t o r i n g  the se cu ri ty of its 

d e p o s i t s  is reduced. Th e C o l o r a d o  s y s t e m  is a p p r o p r i a t e  for botli 

the i n v e s t m e n t  of sho rt - -•'•id l o n g - t e r m  p u b l i c  funds; F D I C  i n s u ra nc e 

p l a c e s  no  limit on C D  m at u r i t i e s .

C o n c l u s i o n . W i t h  e a c h  of these i n v e s t m e n t  op ti ons , the 

P e r m a n e n t  F un d  m a n a g e r s  ha v e  the o p p o r t u n i t y  to i n c o p o r a t c  hig h e r  

r a c e s  of re tu r n  at levels of risk t ha t  m e e t  the fi d u c i a r y  and
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p r u d e n t i a l  r e q u i r e m e n t s  o f  the Fund. It is ou r p r o f e s s i n a l  j ud g m e n t  

th a t  all o f  t h e s e  o p ti on s are a p p r o p r i a t e  for i n v e s t m e n t  b y  the A l a s k a  

P e r m a n e n t  Fund.

7.0 M a n a g i n g  a W o r l d  C l a s s  T r u s t  Fu n d

Su c h  As  the P e r m a n e n t  F u n d

In the end, the w i s d o m  of a d o p t i n g  these p o r t f o l i o  r e c o m­

m e n d a t i o n s  d e p e n d s  on the c a p a b i l i t y  o f  the m a n a g e m e n t  to c a r r y  t he m  

o u t  w i t h  the h i g h e s t  s t a n d a r d s  o f  p r o f e s s i o n a l i s m  and  p rudence. The 

i n d e p e n d e n t  s tre ng th  and  a u t h o r i t y  of the P e r m a n e n t  Fu n d  Corp. r a t i o n 's 

B o a r d  of T r u s t e e s  p r o v i d e s  a b a s i s  for c o n f i d e n c e  that such c h a n g e s  

in p o r t f o l i o  p o w e r  wi l l  b e  h a n d l e d  w i t h  the a p p r o p r i a t e  hi g h  trust 

a n d  d i s c r e ti on.  If these n e w  p o w e r s  are to be so u n d l y  a d m i n is te re d, 

there is, how ev er , o n e  a rea of m a n a g e m e n t  w h i c h  d e s e r v e s  mo r e  c o n s i d e r a­

tion by the b o a r d  of t ru s t e e s  a n d  the l e g i s l a t u r e —  that  is, the w i l l i n g­

nes s  to e n g a g e  mo r e  p r o f e s s i o n a l  f u l l- ti me staff an d to h ir e  more 

e x t e r n a l  p o r t f o l i o  man ag er s.

T h e  B o a r d  c u r r e n t l y  has the a u t h o r i t y  to hire staff a n d  i n v e s t­

me n t  m a n a g e m e n t  and c o u n s e l i n g  firms to a d v i s e  the c o r p o r a t i o n  of 

a p p r o p r i a t e  i n v e s t m e n t s  for the. Fund. T h i s  a u t h o r i t y  should be used 

fully. T h e  e x p e r t i s e  of p r o f e s s i o n a l  a d v i s o r s  will g r e a t l y  improve 

the b e n e f i t s  a c c r u i n g  to the F u n d  fro m its e x p a n d e d  powers. The 

a b i l i t y  to  hire m u l t i p l e  a d v i s o r s  a ll o w s  the C o u n c i l  to o b t a i n  adv ic e 

fro m  e x p e r t s  in sp ecific t e c h ni ca l fields an d to e s t a b l i s h  c o m p e t i­

tive r e l a t i o n s h i p s  a mon g a d v i s o r s  r e w a r d i n g  them for i m p r o v e d  retur n 

o n  investment. Moreover, h i g h l y  s p e c i a l i z e d  a r e a s  of investment, 

suc h  as v e n t u r e  capital, f o re ig n i nv estments, or  equ ity  i n v e s t m e n t s  in
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re a l  e sta te , t e n d  to b e  c o n t r a c t e d  o u t  to s p e c i a l i z e d  p r o f e s s i o n a l s  

b y  w o r l d  c l a s s  t r ust  funds. C o n s u l t a n t s  c a n  a l s o  b e  h i r e d  w h o s e  

s p e c i a l t y  is e v a l u a t i n g  the p e r f o r m a n c e  of b o t h  i ns i d e  a n d  o u t s i d e  

m o n e y  man a g e r s .  V i r t u a l l y  al l F o r t u n e  500 p e n s i o n  funds an d the o t h e r  

]arge funds we  h a v e  m e n t i o n e d  as m o d e l s  use  s uc h  a service. In k e e p i n g  

w i t h  i ts  r e l a t i v e  size an d st-cus, the P e r m a n e n t  F u n d  s h o u l d  do likewise.

Th e P e r m a n e n t  F u n d  C o r p o r a t i o n  p o l i c y  b u d g e t  for fiscal y e a r  

1982 is c u r r e n t l y  u n d e r  c o n s i d e r a t i o n  b y  the  A l a s k a  legislature.

In a p r o p o s a l  s u b m i t t e d  by the P e r m a n e n t  F u n d  C o r p o r a t i o n  itself, 

c o r p o r a t e  o p e r a t i o n s  w o u l d  h a v e  a b u d g e t  of $1.3 m i l l i o n  or .0005% 

o f  total F u n d  assets. S t a f f i n g  u nde r this b u d g e t  w o u l d  include 

th e following:

• A d m i n i s t r a t i v e  S t a f f ; D i r ec tor , A d m i n i s t r a t i v e  Assis tan t,  

and  S e c r e t a r y

o I n v e s t m e n t  S t a f f : at least t hree i n v e s t m e n t  o f f i c e r s —

o n e  for m a r k e t a b l e  s e c u ri ti es;  one for loans and  m or tg a g e s ,  

a n d  o n e  for a d d i t i o n a l  t y pe s of i n v e s t m e n t

• F i n a n c i a l  Cont ro l S t a f f : C o m p t r o l l e r ,  S e c r e t a r y  A c c o u n t i n g  

T e c h n i c i a n  and  C l e r k

• B o a r d / G e n e r a l  S t a f f: one to two a s s i s t a n t s  to do g e n e r a l  

l e g i s l a t i v e  liaison, r e p o r t s  to Board, and staff c o o r d i n a­

tion a n d  a ss i s t a n c e ,  etc.

A d d i t i o n a l  funds are  p r o p o s e d  for travel, c o n t r a c t u a l  services, su pp l i e s

a n d  equip me nt.

T h i s  p r o p o s a l  will a l l o w  the P e r m a n e n t  Fun d  to a c qu ire  in- 

h ou se  a nd  o u t - h o u s e  p r o f e s s i o n a l  i n v e s t m e n t  a n d  management: a s s i st an ce .

T h e  total b u d g e t  is o n l y  .0005% of total a s s e r t s  w h i c h  is q u i t e  modest.

It is no t u n c o m m o n  for w o r l d  c l a s s  i n s t i t u t i o n a l  i n v e s t m e n t  funds to 

have o p e r a t i o n a l  e x p e n s e s  as h i g h  as .5% o f  total assets. Yet, this
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b u d g e t  w i l l  g r e a t l y  i m p r o v e  the e x p e r t i s e  w i t h  w h i c h  th e P e r m a n e n t  

F un d  is i n v e s t e d  a n d  a l l o w  it to f ully c a p i t a l i z e  on  its powers.

W e  s t r o n g l y  s u p p o r t  its  passage .

W i t h  t h e s e  int e r n a l  m a n a g e m e n t  m o d i f i c a t i o n s  t he  P e r m a n e n t  

F u n d  w i l l  b e  w el l  e q u i p p e d  t o  u n d e r t a k e  t h es e p o r t f o l i o  changes.

^ page 28
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FISCAL NOTE

THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE H B  770

I. REQUEST
Bill/Resolution No. HB 770 (2/12/82)_____________
Ti t l e Relating to the Alaska-Permanent Fund-
Requested b y  House State Affairs. torrmittee -Date 3/.15/.82.

II. FISCAL DETAIL
A gency Affected D e p a r t m e n t  of R e v e n u e ___________
Program Category Affe c t e d  Per m a n e n t  F u n d  Corp'
BRU, Program, Or Subprogram(s) Affected P e r m a n e n t  F u n d  C o r p  ______________
(Note: If more than one b udget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

FY 82 FY 83 FY 84 FY 85 FY 86 | FY 87

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS,CLAIMS,ETC.

305.1 335.6 369.2 406.1i 446.7
1.5 8.3 9.1 10.0 11.0

1.988.0 2.250.2 2.771.8 3.117.6 3.495.5
10 0 ll.O 12.1 13.3 U  .7

. 38.0 4.0 4.4 4.9 5.4
38.4 42.2 46.5 " 3T7I 56.2

TOTAL
2,387.0 2,651.3 3,213.1 3,603.0 4,029.5

FUNDING (Thousands of Dollars)

2.387.0 2.651.3 3.213.1 3.603.u 4.0^9.5

GENERAL FUND 
FEDERAL FUNDS 
OTHER (Specify Source) 
Permanent Fund Income

POSITIONS

FULL TIME 9.0' 9.0 9.0 9.0 9.0
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

SEE ATTACHED PAGES FOR DETAIL INFORMATION.
Above analysis and costs indicated DO NOT INCLUDE the following:

1. Costs of loan approvil by Dept, of Comnerce Economic Development.

2. Direct charge against fund income for loan servicing fee on loans and 
mortgages by originating financial institutions; equivalent to about 
1/2 of 1% which includes "lost" inccme on escrow reserves.
In Thousands: FY 83 - $6,667.0, FY 84 - $8,745.0, FY 85 - $10,095.0, 

FY 86 - $11,545.0, FY 87 - $13,135.0.
Based on one-third fund investment in loans & mortgages and proiected 
fund balances for ]<Y 83 thru FY 87.

IV. DATE March 15, 1982_________prepared by Anselm C. Staack, Treasury Comptroller
AGENCY Dept, of Revenue. Treasury Division

Original: Legislative Finance PHONE ~  4 6 5 - 2 3 5 0 ____________
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81)
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House Bill 770 (2/12/82)

Fiscal Note, Add'l Data, Base Year

HB 770 modifies the investment language of the Alaska Permanent Fund to 

basically allow three types of investments. They include (1) obligations 

of the United States or agencies; marketable securities of the Federal 

government, (2) common stocks and corporate bonds; not to exceed 30% of 

total fund assets, (3) FHA, V A  and conventional residential mortgages at 

a 75% participation level w ithin Alaska; Department of Commerce and 

Economic Development must approve all loan purchases.

A s s u m p t i o n s :

One-third of fund balance directed to loans and mortgages; about $1.3 

billion, at 75% participation, approx. $100,000 investment per loan. 

About 13,000 loans.

30% of fund balance invested in common stocks and bonds.

Loans and M o r t g a g e s : Account for all loans disbursements, maintain full

record keeping general/subsidary ledger accounting, continuous routine 

loan maintenance/file maintenance. Approvals done by Commerce & Economic 

Development; after approval, further accounting and maintenance of asset 

by Corp.

Personal Services:

2 PFT Accounting Tech. I (R12,X)

@$ 1 , 761/mo. plus Benefits $ 55.8

2 PFT Accounting Tech. II (R14,X)

@$1 , 995/mo. plus Benefits 63.2

2 PFT Clerk Typist III (R8,X)

@$1 , 393/mo. plus Benefits 44.1

1 PFT Accounting Supervisor III (R18,X)

@$2,640/mo. plus Benefits 41.8

1 PFT Loan Examiner III (R19,X)

@$2,837/mo. plus Benefits 44.9

1 PFT Investment Officer II (R22,X)

@$3,494/mo. plus Benefits 55.3

$305.1

T r a v e l :

Meet with financial institutions on a regular basis to solve 

a ccounting/reporting problems. Current update and review. Approx. 12 

financial institutions, meet semi-annual, two persons. $7.5

3/15/82



C o n t r a c t u a l :

Communications $ 20.0

Printing and Advertising 15.0

Repair & Maintenance 2.0

Equipment Rental; word processing equip. 15.0

Safekeeping/reporting/accounting maintenance 50.0

Audit Costs 50.0

Legal 50.0

Other (insurance, risk management, etc.) 15.0

$217.0

C o m m o d i t i e s :

All commodities (office supplies)

to maintain loan & mortgage files $10.0

E q u i p m e n t :

25 file cabinets, FIREPROOF, to

accomodate 13,000 loans, 4 drawer legal $20.0

(additional about 5 per year as new loans

made)

9 new positions @$3,000 per position $18.0

(all inclusive including calculators)

$38.0

Lands and Buildings:

For new positions plus common work

area, 700 Sq. Ft. @$2/sq. ft/mo. $16.8

For file storage, special stress area due 

to cabinft weight, temp, control, security, 

future expansion, wor k  area.

600 Sq. Ft. @$3/sq. ft./mo. 21.6

Common Stock and Bonds: Would probably be handled by contract managers.

Below computation assumes fund balances projected thru FY 87 at a 30% 

level. Includes management cost plus safekeeping. (In Thousands)

FY 83 - $1,771.0

84 - 2,011.5

85 - 2,509.2
86 - 2,828.7

87 - 3,177.7

3/15/82



f  *I
THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE

FISCAL NOTE

I. REQUEST
Bill/Resolution Number: HB 770 _________
Title: An Act relating to the Alaska Permanent Fund.
Requested by: House State Affairs Committee Date: 03716/82

II. FISCAL DETAIL
Agency Effected: Department of Revenue________________________________
Program Category Effected:
BRU, Program, or Subprogram(s) Effected:
(Note: If more than one budget component is effected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)
I

_______________________ I
FY 82 FY 83 FY 84 FY 85 FY 86 FY 87

100 PERSONAL SERVICES |

_________

- - _ _ - -

200 TRAVEL I - - - - -

300 CONTRACTUAL I - - - - - -

400 COMMODITIES | - - - - -

500 EQUIPMENT I - - - - - -

600 LAND & STRUCTURES I - - - - - -

700 GRANTS,CLAIMS,ETC | - - - - - -

800 MISCELLANEOUS I 
__ _________________ j

- - - - - -

TOTAL 1

_________

-
_ - - - -

FUNDING (Thousands of Dollars)

GENERAL FUND | - •

FEDERAL FUNDS 1 - - | | -

OTHER (Specify Source)I 
Permanent Fund j (525) (675)

1
(800) | —

POSITIONS

FULL TIME 1 - 1 —

PART TIME i - 1 - - | -
TEMPORARY 1 - 1 

—  1.........I~ — .....1- •.......1- .......I~ - ... - 1 -
—

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

The above figures represent the projected decrease in mineral revenues, based on
existing leases, by repealing the 50 percent rate (As 37.13.010(a)(2)) to the 25 
oercent rate as reenacted in HB 770.

Mineral lease bonuses were not included in the fiscal impact, though the contribution
rate was increased to one hundred percent, since bids are impossible to anticipate
prior to sales. It v/as assumed the bill would become effective July 1 , 1982.

IV. DATE: 03/16/8? PREFARED BY: Robert W. ElliofT
AGENCY: Department of Revenue 

Original: Legislative Finance PHONE: 465-2173
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33-001 (Rev. 12/81) _ 1

i ' j j i  () kWi".. •
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r POSITION TITLE
Loan Examiner II

RANGE/STEP
17 A

BARG. UNIT.
GGU

LOCATION
AWA

mBAPjP;

TYPE Or POSITION
Permanent

STAFF MONTHS, 
12

RP No. PCN No. PRIORITY
1 Of 15

FORM 12 PAGE/LINE

TYPE OF EXPENDITURE AMOUNT
1

PERSONAL SERVICES: 
SALARY
BENEFITS
SBS

F IX E D  B E N E F IT S  V

29,460

1,8Q£_
2 .JS IL

TOTAL PERSONAL SERVICES 01 38.081
T R A V E L 02

10 CONTRACTUAL 0J JU20Q.
11 COMMODITIES 0-1 470

12 EQUIPMENT on

13 OTHER 2,700
14 V O T A L C O S T

15
16
17

JJL
19
20

R E C E IP T  CODE FUNDING SOURCE

F E D R C P T S .  , n b?
GF MATCH. 1 bO.I
GEN. FUND 100.1

l-A R CET5...JJ212-L
PGM RCPTS 1028
OTHER

42.451

JUSTIFICATION:

HB 770 - This bill would require that 
loan packages be reviewed by 
year. At 5 loans per day it 
loan examiners, a supervisor 
to review these loans.

approximately 13,000 
Commerce during the 
would require 12 
and clerical staff

a g e n c y  Commerce and Economic Development p r o g r a m  Economic Development 

Loan Administration

1 O  REQUEST  FOR N E W  
POS IT ION*

B R U

C O M P O N E N T .

FY 83

Pago. .of. 15

01-U3C (7/U1|

REVISED
DATE



©

,, — - C tfl.BSTOft!'
*

POS IT ION  T IT L E
Loan Examiner II

RANGE/STEP
17 A

B A R G . UN IT .
GGU

LOCAT ION
AWA

ty r jfffii piq/\PP
TYPE  O r  POS IT ION
Permanent

S T A F F  M O N T H S , 
12

RP No. PCN No.

/ft
P R IO R IT Y

2 of 15
FO R M  12 PAGE/L INE m

f !
M l

TYPE  OF EX P E N D IT U R E A M O U N T J U S T IF IC A T IO N :
1

PER S O N A L  S ER V IC ES :  
S A L A R Y 29,460

HB 770 - This bill would require that approximately 13,000 
loan packages be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loans.

a g e n c y  Commerce and  Economic Development p ro g r a m  Economic Development

13 REQUEST  FOR  NEVl f  
POS I T ION .

BRU

COMPONENT _

Loan Administration

FY 83

Pago.. -Of.. 15
01-1136 |NBI|

REVISED
DATE



RANGE/STEP
17 A

P R IO R IT Y
3 Of 15

JU S T IF IC A T IO N :

HB 770

BAR G . U N IT .
GGU

LOCAT ION
AWA

FO R M  12 PAGE/LINE

010/

This bill would require that approximately 13,000 
loan packages be reviewed by Commerce during tne 
year. At 5 loans.per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loans.

a g e n c y  Commerce and Economic Development p h o o r a m  Econom ic Developme,.

13 REQUEST  F O R  N E W  
POS I T ION .

BRU.

COMPONENT _

Loan Administration

FY 83

Page. -Ol. 15

011 .30  (7/01)

REV ISED
DATE



POSITION T ITLE
£ sm Manaa

F M O N T I
ElL

RANGE/STEP
20 A

BARG. UNIT.

■Supr
LOCAT ION

AWA
UlO/\PP;

TYPE  o r  POS IT ION
Perm.

S T A F F  MONTHS .! RP No. 
1 2 I PCN No. P R IO R IT Y

4 of 15
FO R M  12 PAGE/L INE

10
11

12

13
14

15
16
17
13
10

TY PE  O F  E X P EN D IT U R E A M O U N T

P ERSO N A L  S ER V IC ES :  
S A L A R Y
B EN E F IT S
SBS
F IX ED  B E N E F IT S  '

37.140

5,821
A J J L L
2 ,12 L

T O TA L  PERSO NA L  S ER V IC ES 01 ALA
T R A V E L 02 £
C O N TRAC TU A L 0J 1 , 2 0 6
C O M M O D IT IES 04
EQ U IPM EN T 0.6

W

OTHER
T O T A L  COST

2770CT 
W T

R EC E IP T  CO D E FU N D IN G  SOURCE

F E D R C P T S .  1002
G F  MATCH . i oo : i
GEN. FU N D  10CM
1-A.RCRTSL .1005
PGM RCPTS 10213
OTHER

JUSTIFICATION:

HB 770 - This bill would require that approximately 13,000 
loan packages be reviewed by Commerce during the 
year. This would require a loan manager to 
supervise 12 loan examiners and clerical personnel.

51,807

a g e n c y  Commerce a n d  Economic Development p r o g r a m  Economic Development

o
REQUEST  FOR  N E W

POSIT tON.

BRU Loan Administration

FY 83
COMPONENT

Pago. _o l_ 15 REVISED
DATE

(It 1130 (7/01)



POSITION T ITLE
Loan Examiner II

TY PE  o r  POS IT ION
Permanent

S T A F F  M O N TH S . 
12

RP No. PCN No.

RANGE/STEP
17 A

B ARG . U N IT .
GGU

P R IO R IT Y
5 Of 15

LOCAT ION
AWA

FORM  12 PAGE/L INE

piUAPF

11
12

13
14

TY PE  OF E X P E N D IT U R E AM O U NT
1

PER S O N A L  S ER V IC ES :  
SA L A R Y
B EN EF IT S
SBS

F IX ED  BENEF ITS '!\

29,460
4,6.19.

.U 8 M -
2,19.6.

TO TA L  PERSO NAL  S ER V IC ES
T R A V E L 02

-3.8., QP I .
■JL.

10 CO N T RA C TU A L OJ _U2QH
C O M M O D IT IES 01 470
EQ U IPM EN T on
OTHER 2,700

T O TA L  COST 42.451

JU S T IF IC A T IO N :

HP /70 - This bill would require that approximately '(3,000 
loan packages be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loai. •.

a g e n c y  Commerce and Economic Development Pni. . i a m  Economic L e v e l o p m e n t

01-1130 (7 /m t

13 REQUEST  FOR N E W
B R U  ...... ------ ----- _

C O M P O N E N T

POS IT ION.
Puao 5 of 15

R E V I S E D

D A T E

FY 83



POSITION TITLE
Loan Examiner II

RANGE/STEP
17 A

B AR G . U N IT .
GGU

LOCAT ION
AWA

pjOAPJ?

TYPE Or P0Si7.‘0M IST*.?? MONTHS
Permanent J 12

RP No. PCN No. P R IO R IT Y
6 Of 15

FORM 12 PAGE/LINE

TYPE OF EXPENDITURE AMOUNT
1

PERSONAL SERVICES: 
SALARY
BENEFITS
SBS
FIXED BENEFITS".

29,460

4,61.9.
U £
2,19i-

TOTAL PERSONAL SERVICES 01 38.081
TRAVEL 02 ■JA.
CONTRACTUAL 0.1 j l m l
COMMODITIES 04 470
EQUIPMENT on

OTHER 2,700
TOTAL COST A IA5L

RECEIPT CODE FUNDING SOURCE

FEORCPTS.
GF MATCH.
GEN. FUND 10f|.|

.bAfl£EL5L loon
PGM RCPTS 1028
OTHER

42,451

JUSTIFICATION:

HB 770 - This bill wruld require that approximately 13,000 
loan packag > be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examir rs, a supervisor and clerical staff 
to review these loans.

a g e n c y  Commerce and Economic Development pnooiiAM Economic Development

13 REQUEST  F O R  N E W  
POS I T I ON .

BRU Loan Administration

F Y 83
COMPONENT.

Page. „ o f . 15

01 1138(711)1)

REVISED
DATE



a g e n c y  Commerce and Economic Development p r o g r a m  Economic Development 

Loan Administration

'J 0  REQUEST  F O R  N E W  
POS I T I ON*

BRU

COMPONENT .
FY 83

Pago. _ 7 _ of I F  R E V I S E D
01-1130 (7(01)

DATE

FU N D IN G  SOURCER E C E IP T  C ODE

FED  RCPTS
GF MATCH
GEN . FUND  100.1
izAJjCEISi
PGM RCPTS 1028
OTHER

C O N T 'N U AT ION
A D D 'T j ON

M M M H |
4.A K E Y .  N U M 0 N R »« )m* i* mi  ̂in* i

W & m m m m



POSITION TITLE

TYPE OF POSITION
Perm.

Clerk Typist III
STAFF MONTHS, 

12
RP No. PCN No.

RANGE/STEP
08A

BARG. UNIT.
GGU

PRIORITY
8 Of 15

LOCATION
AWA

FORM 12 PAGE/LINE

IHOAPl

TYPE OF EXPENDITURE AMOUNT
1

PERSONAL SERVICES: 
SALARY
BENEFITS
S B S
F IX ED  B E N E F IT S  '

16,716
T ,W T
1.025
2.196

TOTAL PERSONAL SERVICES 01 22,561
TRAVEL 02

10 CONTRACTUAL OJ
11 COMMODITIES 0-1
12 EQUIPMENT OR

A JSL
J.,QQ£L

13 OTHER
14 TOTAL COST PR 7?1

15
10
17
18
19
20

R EC E IP T  CO DE FUNDING SOURCE

FED RCPTS. IM ?
GF MATCH. UIO.-I
GEN. FUND 100-1
I—A RCPTS. .1005
PGM RCPTS 1028
OTHER

.26,731

JU S T IF IC A T IO N :

HB 770 - This bill would require that approximately 13,000 
loan packages be reviewed by Commerce dureing the 
year. It will require at least two typists to 
keep up with correspondence on the loans under
review.

a g e n c y  Commerce and Economic Development p r o g r a m  Economic Development

13 REQUEST  F O R  N E W  
POS IT ION.

nRll Loan Administration

CO M PO NENT_____________________________________
FY 83

PflQO- 8 ,of_ 15
011130 (7/01)

REVISED
DATE



a

POSITION TITLE
Loan Examiner II

RANGE/STEP
17 A

BARG . U N IT .
GGU

LOCAT ION
AWA

Ai’p ftd y r DlO/XPftl

T Y P E  or  POS IT ION
Permanent

S T A F F  M O NTH S . 
12

RP No. PCN No . P R IO R IT Y
9 Of 15

FO R M  12 PAGE/L INE

10
11
12
13
14

15
16
17
18
10

T Y P E  OF EX P E N D IT U R E A M O U N T

P E R S O N A L  SER V IC ES :  
S A L A R Y
B E N E F IT S
S B S
F IX E D  B E N E F IT S  \

29,460

A s m .
_LfiQL

T O T A L P ERSONAL S ER V IC ES 01 38.Q8.L
T R A V E L 02 iIL
C O N T RA C TU A L OJ i.znn.
C O M M O D IT IE S 01 470
E Q U IP M EN T 0.6
O T H ER

T O T A L  COST
2,700

42.451

R E C E IP T  C ODE FU N D IN G  SOURCE

F E D  RCPTS. 1002
G F  MATCH . HIO.'I
G EN . FU N D  KI0.1
I - A - B C P . T & .

1005
PGM RCPTS 1020
OTHER

42,451

JU S T IF IC A T IO N :

HB 770 - This bill would require that approximately 13,000 
loan packages be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loans.

a g e n c y  Commerce a n d  Economic Development p r o g r a m  Economic Development

BRU Loan Administration

13 REQUEST  F OR  N E W  
POS I T I ON '

FY 83
COMPONENT.

Pago. -O l_ 15 R E V I S E D
DATE



POSITION TITLE
Loan Examiner II

RANGE/STEP
17 A

B A R G . UN IT .
GGU

LOCAT ION
AWA

l)lfl/\PPi

T Y P E  o r POS IT ION
Permanent

STAF*= M O N TH S . 
12

RP No . PCN No . P R IO R IT Y
10 Of 15

FO RM  12 PAGE/LINE

10
11
12
13
14

T Y PE  OF EX P E N D IT U R E A M O U N T

P ERSO N A L  S ER V IC ES :  
S A L A R Y
B EN EF IT S
S B S
F IX E D  B ENEF ITS* " .

29,460

-4_JlL9-
■L..8Q6-
2,.196-

TO TAL  P ERSO N AL  SER V IC ES 01
T R A V E L 02

38.Q8L
_=£Lr

C ONTRA CTUA L OJ .1 ♦ 2 0 0 -

COM M OD IT IES (M 470
EQU IPM ENT or,
OTHER 2,700

TO TAL  COST J& JSL

JU S T IF IC A T IO N :

HB 770 This bill would require that approximately 13,000 
loan packages be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loans.

a g e n c y  Commerce and Economic Development p ro g r a m  Economic Development

13 REQUEST  FOR  N E W  
POS I T ION .

BRU Loan Administration

FY 83
COMPONENT.

P a o o _ 10 .o f. 15
01 «130 17/01)

REVISED
DATE





#

POS IT ION  T IT L E
Loan Examiner II

TY PE  o r  POS IT ION
Permanent

STAFF  MONTHS ,  
12

HP No. PCN No.

RANGE/STEP
17 A

B AR G . U N IT .
G6U

P R IO R IT Y
12 Of 15

piO/vPPi

12
13
14

15
16
17
18
19
20

TYPE  OF EX P EN D ITU R E A M O U N T
1

2_
11

P ERSO N A L  SER V IC ES :  
S A L A R Y
B EN EF IT S
SB S
F IX ED  B E N E F IT S .  \

29,460

..4,619.
: L m
2,196

TO TA L  PERSONAL S ER V IC ES 01
T R A V E L 02

38.081

C ONTRACTUAL 0J 1-200.
COM M OD IT IES (M 470
EQ U IPM ENT or,

OTHER 2,700
TO TA L  COST 42.451

J U S T IF IC A T IO N :

HB 770 - This hill would require that approximately 13,000 
loan packages be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loans.

R ECE IP T  CODE FU N D IN G  SOURCE

f e d r c p t s . t o o ?
C,F MATCH . ’ dO-t
GEN . FU N D  100-1 <&«
i - a r c p t s . .!Qor,
P G M R C P T "  10?»
OTHER

42,451

a g e n c y  Commerce and economic Oevelopment p ro g r a m  Economic Development

13 REQUEST  FOR  N E W  
POS IT ION*

b r u .

COMPONENT.

Loan Adininist- ation

FY 83

Pago. 12 _o f_ 15
01-1130 (7/011

REVISED
DATE
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POSITION TITLE
Loan Examiner II

RANGE/STEP
17 A

B A R G .  U N IT .
GGU

LOCAT ION
AWA

piOA.np.i;

TY PE  o r  POS IT ION
Permanent

S T A F F  M O N TH S , 
12

RP No. PCN No. P R IO R IT Y
13 Of 15

FORM  12 PAGE/L INE

T Y PE  OF EX P EN D IT U R E A M O U N T
1

P ER S O N A L  SER V IC ES :  
S A L A R Y
B E N E F IT S
S B S
F IX ED  B E N E F IT S  \

29,460
4.619
1.806
2,1 9.6-

t o t a l  PERSONAL S ER V IC ES 01
T R A V E L 02

M jm .
10 C O N TRAC TU A L OJ J . .M L
11 C O M M OD IT IES 0-1 470
12 EQ U IPM EN T Of,

OTHER 2,700

JU S T IF IC A T IO N :

HB 770 - This bill would require that approximately 13,000 
loan packages be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loans.

a g e n c y  Commerce and Economic Development p ro g ra m  Economic Development

13 REQUEST  F OR  N E W  
POS IT ION*

BRU

COMPONENT.

Loan Administration

FY 83

Pago. 13 _of_ 15

01-1 017/01)

REVISED
DATE



----------- -- ---------- ---  . . . .  . ------

PO S IT IO N  T IT L E
Loan Examiner II

RANGE/STEP
17 A

B A R G .  U N IT .
GGU

LOCAT ION
AWA

TY PE  OP POS IT ION
Permanent

S T A F F  M O N T H S .  
12

RP No. PCN No. P R IO R IT Y
14 Of 15

FORM  12 PAGE/L INE

TY PE  OF E X P E N D IT U R E A M O U N T
1

P E R S O N A L  S ER V IC ES :  
S A L A R Y
B EN E F IT S
S B S
F IX ED  B E N E F IT S ,  \

29,460

4,v(l19-
1 .806
2,196.

TO T A L  PERSO NAL  S ER V IC ES 01
T R A V E L 02 _=n=_

10 C O N T RA C TU A L OJ i .? nn
i i C O M M O D IT IE S 04 470
12 E Q U IPM EN T OR
13 O TH ER 2,700
14 T O T A L  COST

J U S T IF IC A T IO N :

HB 770 - This bill would require that approximately 13,000 
loan packages be reviewed by Commerce during the 
year. At 5 loans per day it would require 12 
loan examiners, a supervisor and clerical staff 
to review these loans.

a g e n c y  Commerce and Economic Development p r o g r a m  Economic Development

i  0  REQUEST  FOR  N E W  
POS I T ION .

BRU

COMPONENT _

Loan Administration

FY 83

P*0»- 14 _of_ 15
ot-me (7/au

REV ISED
DATE



POSITION T ITLE
Clerk Typist III

RANGE/STEP
08A

BARG. UNIT.
GGU

LOCATION
AWA

UI.'IAPPj:

11

13
14

15
1G
17
18
19
70

TYPE Or POSITION
Perm.

STAFF MONTHS. 
12

RP No.

TYPE OF EXPENDITURE
1

PERSONAL SERVICES: 
SALARY
BENEFITS
S B S
F IX ED  B E N E F IT S  s

16,716

1.025
2.196

TOTAL PERSONAL SERVICES 01
TRAVEL 02

10 CONTRACTUAL OJ
COMMODITIES (M

12 EQUIPMENT
OTHER

TOTAL COST

PCN No.

AMOUNT

22,561
-0-

-=Q=_
JLZIL

_ U M L
2 J W -

2 & J 2 L

R E C E IP T  C O D E FUNDING SOURCE

F E D R C P T S .  1002
GF MATCH. H)0:i
GEN. FUND 1004

i =a  p o rts .. -L?!!':.
PGM RCPTS 1021!
OTHER

26.731

PRIORITY
15 of 15

FORM 12 PAGE/LINE

JU S T IF IC A T IO N :

HB 770 - This bill would require that approximately 13,000 
loan packages be reviewed by Commerce dureing the 
year. It will require at least two typists to 
keep up with correspondence on the loans under 
review.

a g e n c y  Commerce and Economic Development p r o g r a m  Economic Development

1 0  REQUEST  FOR N E W  
POS I T I ON .

BRU.

COMPONENT _

Loan Administration

P«gu- 15 oi 15
bt i n n  (//at)

R E V IS E D
DATE



C P

D EPA R T M E N T OF REVENUE
OFFICE OF THE COMtHSSIOKER

. • • - • * . 
JAY S. HAMMOND. GOVERNOR

POUCH S
JUNEAU. ALASKA 99811 
PHONE: (9071 465-2300

March 16, 1982

The Honorable Ray H. Metcalfe 
Chairman
House State Affairs Committee 
Room 102 - Capitol Building 
Juneau, Alaska

Dear Mr. Metcalfe:

Re: House Bill No. 770

House Bill No. 770, an Act relating to the Alaska permanent fund, was 
introduced in the House on February 12, 1982 and was referred to the 
House State Affairs and Finance Committees.

For the consideration of the House State Affairs Committee, I am 
enclosing copies of Fiscal Notes prepared by Mr. Anselm Staack, Treasury 
Comptroller and Mr. Robert W. Elliott, Research Analyst, Research Section 
of the Department of Revenue concerning the proposed legislation.

For the further consideration of the House State Affairs Committee, at 
the request of the Department of Commerce, I am also enclosing a copy of 
a Fiscal Note prepared by Mr. Don Hostak, Director, Division of Loans and 
Veterans' Affairs, of the Department of Commerce.

Sincerely,

R. D. Stevenson 
Special Assistant

Enclosures

cc: The Honorable Albert P. Adams 
Chairman
House Finance Committee

Joseph K. Donohue 
Deputy Commissioner 
Department of Revenue

Robert W. Elliott 
Research Analyst 
Reseach Section 
Department of Revenue

Don llostak. Director 
Division of Loans and 

Veterans' Affairs 
Department of Commerce

Anselm Staack 
Treasury Comptroller 
Department of Revenue RECB MAR 1- 61982
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S T A T E  O F  A L A S K A  
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M E  IF m m
D E P A K T M E N T  O F  H  E V E N  H E

TREASURY DIVISION

To the Reader:

We  presen t h e r e i n  the I n ve s t m e n t  report  of the Ge n e r a l  and S e g r e g a t e d  

S t a t e  P r o g r a m  F u nd s  for J a n u a r y  31, 1982, w i t h  y e a r - t o - d a t e  f i gu r e s  for the 

Fi scal Ye a r  1982. A c c o u n t i n g  p r o c e d u r e s  u se d  In p r e p a r a t i o n  Inclu de:

1. All t r a n s a c t i o n s  a r e  r e c o r d e d  on a c ash  basis, I.e. w h e n  ca sh  

Is r e c e i v e d  or  d i s b u r s e d .

2. A c c r u e d  in te r e s t  p u r c h a s e d  w i t h  m a r k e t a b l e  s e c u r i t i e s  Is 

r e c o r de d  as an  a s s e t  that Is s u b s e q u e n t l y  c h a r g e d  to Income 

on the fi rs t c o u p o n  d at e . A c c r u e d  In te r e s t  p u r c h a s e d  w i t h  

o t h e r  h o l d i n g s  ha s not b e e n m a t e r i a l  and is c h a r g e d  ag a i n s t  

In co me at  the time of a c q u i s i t i o n .

3. O t h e r  h o l d i n g s  wi ll  be h el d  until r e p a ym e nt  at or p ri or  

to m a t u r i t y .

The  cost of I n v e s t m e n t s  r e p r e s e n t s  the am o u n t  paid for 

s e c u r i t i e s  an d o t h e r  h o l d i n g s .

5. S a f e k e e p i n g  c h a r g e s  a re  bi l l e d  to the S t a t e  an d not d e d u c t e d  

fr om  o p e r a t i n g  In co me.  T r a n s a c t i o n  ch a r g e s  a re  d e d u c t e d  from 

o p e r a t i n g  i n c o m e  at the t i me  s e c u r i t i e s  m a t u r e  or ar e sold.

A m o u n t s  i d e n t i f i e d  as net c o n t r i b u t i o n s  f rom  or to the re t i r e m e n t  funds 

r e p r e s e n t  the e x c e s s  of r e t i r e m e n t  fund p a y m e n t s  o ve r  c o n t r i b u t i o n s  or 

c o n t r i b u t i o n s  o ve r  p ay m e n t s ,  r e s p e c t i v e l y ,  d u r i n g  the m o n t h  as a d j u s t e d  for 

inves tm ent  a c t i v i t y  in loans a nd m o r t g a g e s .  Ca sh r e v e n u e s  of the S t a te  and 

w a r r a n t s  r e d e e m e d  a r e  i n d i c a t e d  by S t a t e  c o n t r i b u t i o n s  fr om  taxes and o t h e r  

r e c e ip t s  an d S t a te  e x p e n d i t u r e s ,  r e s p e c t i v e l y .

For p u r p o s e s  of so u r c e  a n d  u se of fu nds a na l y s i s ,  we  ha ve d e f i n e d  the t e r m  

" fu nds " to I n clu de  d e m a n d  d e p o s i t s ,  c l e a r i n g  cash, s a v i n g s  d ep o s i t s ,  p u r c h a s e d  

i n ter es t r e c e i v a b l e  a n d  r e p u r c h a s e  a g r e e m e n t s .  Fu nd s p r o v i d e d  by the loan a nd  

m o r t g a g e  p ro g r a m s ,  s e p a r a t e l y  i n v e st e d  fu nd s and Al a s k a  d e p o s i t s  ar c a s s u m e d  

to in cr eas e the o p e r a t i n g  a c c o u n t  p r io r  to In ve s t me n t un l e s s  s p e c i f i c a l l y  

id e n t i f i e d  o t h e r w i s e .  F und s u s e d  for loan and m o r t g a g e  pr og r a ms ,  s e p a r a t e l y  

In v es t ed  funds a nd  A l a s k a  d e p o s i t s  ar e  a s s u m e d  to be w i t h d r a w n  from the 

o p e r a t i n g  a c c o u n t  u n l e s s  s p e c i f i c a l l y  i d en t i f i e d  ot h er w i s e .

S i nc e r e l y ,

A n s e l m  C. St a ac k

T r e a s u r y  C o m p t r o l l e r

JAY I  HAMMOND, COYtXXOlf

ELEV EN TH  FLOOR  
STATE O FF IC E  B U ILD IN G  
POUCH SB
JUNEAU . ALASKA  99811 
PHONE:

04*0121 . H



S T A T E  O F  A L A S K A  

G E N E R A L  A N D  S E G R E G A T E D  S T A T E  P R O G R A M  F UN D S  

I N V E S T M E N T  A C T I V I T Y

J a n u a r y  31, 198 2

At  the end of J a n u a r y  1982, the G e n e r a l  a n d  S e g r e g a t e d  S tat e P r o g r a m  Fu nd s 

to ta l e d $ 2 , 1 6 4 , 9 8 6 , 2 1 5 . 9 1  u p  f r o m  $ 2 , 0 5 1 , 4 2 8 , 4 4 5 . 2 3  at the c l o s e  of  the 

p r e v i o u s  m o n t h .  T h e  o p e r a t i n g  a n d  m a r k e t a b l e  s e c u r i t i e s  a c c o u n t s  w er e  

in c r e a s e d  by $ 9 1 , 1 8 7 , 9 0 5 . 0 3  d u r i n g  J a n u ar y .  In this pe ri o d  $ 3 1 1 , 8 6 4 , 1 2 7 . 5 5  

wa s  r e c e i v e d  f r om  taxes a n d  o t h e r  S t a t e  r ev enu es , w h i l e  $ 1 9 9 , 3 2 8 , 7 0 8 . 1 3  w a s  

us e d  for the p a y m e n t  of  S t a t e  e x p e n d i t u r e s .  Ca sh  a nd  r e p u r c h a s e  a g r e e m e n t s ,  

i n c l u d i n g  p u r c h a s e d  i n t e r e s t  re c ei v a b l e ,  w e r e  d e c r e a s e d  by $ 1 7 , 3 4 6 , 5 3 1 . 6 0 .

H o l d i n g s  of s hor t ter m i s s u e s  ( s e c u r i t i e s  of less th an o ne  y e a r  m a t u r i t y )  

I n cr e as e d by $ 1 3 4 , 2 3 1 , 3 6 7 . 0 8  d u r i n g  J a n u a r y ,  w h i l e  h o l d i n g  of i n t e r m e d i a t e /  

long t erm  I ssu es ( s e c u r i t i e s  of  o n e  y e a r  or  m o r e  m a t u r i t i e s )  r e m a i n e d  the same 

a f t e r  n e t t i n g  p ur c h a s e s ,  s al es an d m a t u r i t i e s .  A c t i v i t y  i n c l u d e d  the 

m a r k e t a b l e  s e c u r i t i e s  a c c o u n t  a n d  s e p a r a t e l y  i n v e s t e d  funds.

D u r i n g  Ja nu a r y ,  $ 2 7 , 5 0 0 , 0 0 0 . 0 0  w a s  d e p o s i t e d  w i t h  A l a s k a  f i n a n c i a l  

i n s t i t u t i o n s  in 1 4 0  to 181 d a y  c e r t i f i c a t e s  of d e p o s i t  w h i c h  y i e l d  1 4 . 0 0 2  to 

14.3752. Th e c o m m i t m e n t  to lo an a nd m o r t g a g e  p r o g r a m s  a m o u n t e d  to 

$ 2 9 3 , 1 0 9 , 6 3 1 . 0 9  at m o n t h  end, o f  w h i c h  S t a t e  l o a n  p r o g r a m s  a c c o u n t e d  for 

$ 1 9 8 , 8 6 4 , 9 7 9 . 7 9 .  The c o m m i t m e n t  to Loar. an d M o r t g a g e  p r o g r a m s  d e c r e a s e d  

$ 2 , 3 2 7 , 0 6 4 . 8 0  d u r i n g  J a n ua r y.



I

S T A T E  O F  A L A S K A  

G E N E R A L  A N D  S E G R E G A T E D  S T A T E  P R O G R A M  F U N D S  

S T A T E M E N T  O F  P O R T F O L I O  A S S E T S

J a n u a r y  31, 19 8 2

C u r r e n t  M o n t h

C a s h

P u r c h a s e d  I nt er es t R e c e i v a b l e  

M a r k e t a b l e  S e c u r i t i e s ,  at Cost:

X

1%
Cost

$ 1 5 , 4 7 0 , 3 8 2 . 6 5

1 , 3 3 2 . 9 2

R e p u r c h a s e  A g r e e m e n t s 2 3 5 , 9 0 0 , 0 0 0 . 0 0

S ho rt T e r m  Issues 76 1 , 6 4 9 , 7 5 7 , 3 3 0 . 7 4

I n t e r m e di a t e a n d  L o n g  T e r m  Is sues 1 3 2 , 8 0 8 , 5 3 8 . 5 1

To ta l M a r k e t a b l e  S e c u r i t i e s 79 1 , 7 1 8 . 4 6 5 , 8 6 9 . 2 5

;r H ol di ng s, at Cost:

C o m m e r c i a l  F is h i n g  & A g r i c u l t u r e  Ba n k 1 3 i , 8 0 0 , 0 0 0 . 0 0

C e r t i f i c a t e s  of D ep o s i t 3 7 2 , 9 6 0 , 0 0 0 . 0 0

Debt C e r t i f i c a t e s 2 4 5 , 1 7 9 , 0 0 0 . 0 0

Ba nk  L oa n s  a n d  M o r t g a g e s 1 1 7 , 2 5 0 , 0 4 9 . 6 4

R u ra l  M o r t g a g e  P r o g r a m  Bo nd s 1 1 0 , 0 0 0 , 0 0 0 . 0 0

O b l i g a t i o n s  of S t at e  C o r p o r a t i o n s 3 5 4 , 6 9 4 , 6 0 1 . 6 6

S t at e  of Al a s k a  Lo an  Pr o gr a m s 9 1 9 8 , 8 6 4 , 9 7 9 . 7 9

Lo an s to Al a s ka  M u n i c i p a l i t i e s 3 0 0 , 0 0 0 . 0 0

Total O t h e r  H ol d i n g s 20 4 3 1 , 0 4 8 , 6 3 1 . 0 9

il A s s e t s 1002C X 3 SS $ 2 , 1 6 4 , 9 8 6 , 2 1 5 . 9 1c s 3 t r > 'A ig a »  za y sT t & a. —
S T A T E M E N T  O F  O P E R A T I O N S / C H A N G E  IN T O T A L  A S S E T S

Cu r re n t M o n t h Y e a r - t o - D a t e

P o r t f o l i o  O p e r a t i o n s :

Intere st  Income

Net C a i n  (Loss ) on S a l e / M a t u r i t y  of 

S e c u r i t i e s

$ 9 , 4 0 7 , 4 5 7 . 9 4  

-0-

$ 1 5 7 , 5 6 5 , 0 5 2 . 7 4  

9 3 7 . 5 0

Total O p e r a t i n g  Income 9 , 4 0 7 , 4 5 7 . 9 4 1 5 7 , 5 6 5 , 9 9 0 . 2 4

B e g i n n i n g  of M o n t h  C a s h  a nd  I nv en te d Fu nd s 

S t a t e  C o n t r l h u t I o n s  from T ax e s an d O t h e r  

R e c e i p t s

Net C o n t r i b u t i o n  from P er m a n e n t  Fund 

S t a t e  E x p e n d i t u r e s

Net C o n t r i b u t i o n  to Re t ir e m e n t  Funds

2 , 0 5 1 , 4 2 8 , 4 4 5 . 2 3

3 1 1 , 8 6 4 , 1 2 7 . 5 5

-0-

( 1 9 9 , 3 2 8 , 7 0 8 . 1 3 )  

( 8 , 3 8 5 , 1 0 6 . 6 8 )

2 , 3 3 7 , 2 4 7 , 4 3 2 . 0 6

2 , 6 5 2 , 3 6 3 , 9 8 7 . 6 8  

931 ,481 .21 

( 2 , 9 1 3 , 4 0 1 , 0 4 1 . 4 4 )  

( 6 9 , 7 2 1 , 6 3 3 . 8 4 )

End of M o n t h  C ash  and I nv en te d Funds $ 2 . 1 6 4 . 9 8 6 . 2 1 5 . 9 1

- 2 -



S T A T E  O F  A L A S K A  

G E N E R A L  A N D  S E G R E G A T E D  S T A T E  P R O G R A M  FU 'IS  

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

J a n u a r y  31, 1 9 8 2

Cu rr e n t  M o n t h Y e a r - t o - D a t e

D u r i n g  the M o n t h  F u n d s  w e r e  P r o v i d e d  b y :

P o r t t o l i o  O p e r a t i o n s :

I n t e re s t  Incom e

Net G a i n  (Loss) o n  S a l e / M a t u r i t y  of 

S e c u r i t i e s

T ot a l  P r o v i d e d  by O p e r a t i o n s

Sale/Maturi-.y of  M a r k e t a b l e  S e c u r i t i e s :

S h o r t  T e r m  Is su es  

I n t e r m e d i a t e / L o n g  Terra Issues

T o t a l  P r o v i d e d  by S a l e s / M a t u r i t i e s

C o l l e c t i o n s  of  Lo ans  and M o r t g a g e s :

S t at e  L o a n  P r o g r a m s  

O t h e r  L o o n s  an d M o r t g a g e s

T o t a l  P r o v i d e d  by C o l l e c t i o n s

R e d e m p t i o n  of  D e p o s i t / S a v i n g s  C e r t i f i c a t e s

T a x e s  a nd  O t h e r  S t a t e  R e c e i p t s

P e rm a ne n t Fund I nc o m e T r a n s f e r r e d  

to G e ne r a l  Fund

T O T A L  F u n d s  P r o v i d e d  D u r i n g  the M o r t h

D u r i n g  the M o n t h  F u nd s  w e r e  U se d  f o r :

Pur.’.hnoe of M a r k e t a b l e  S e c u r i t i e s :

Sh or t Terra Issues 

I n t c r m e d l a t e / L j n g  T e r m  Is su es

Total M a r k e t a b l e  S e c u r i t i e s  P u r c h a s e d

P u r c ha s e  of L oa ns  .tid M o r t g a g e s :

S t a t e  Lo a n  Pro g r am s  

O t h e r  L oa n s A M o r t g a g e s

Total Lo an s A M o r t g a g e s  P u r c h a s e d

P u r c ha s e  of D e p o s l t / S a v l n g s  C e r t i f i c a t e s

P u r c h a s e  of Debt C e r t i f i c a t e s

St at e  O p e r a t i n g  E x p e n d i t u r e s

Net C o n t r i b u t i o n  to R e t i r e m e n t  Fu nd s

T O T A L  Funds Us ed  D u r i n g  the M o n t h

N E T  C H A N G E  IN F U N D S

S n a m n r y  of C h a n g e s :

In cr eas e ( De c r e a s e )  In C l e a r i n g  A c c o u n t s  

In c re a se  ( D ec r e a s e )  In D em a nd  D e p o s i t s  

In cr eas e ( De c r e a s e )  In S a v i n g s  D e p o s i t s  

Increas e ( De c r e a s e )  In C o m p e n s a t i n g  B a l a n c e s  

I nc rea se  ( D ec r e a s e )  In R e p u r c h a s e  A g r e e m e n t s  

I nc rea se  ( D e c r e a s e )  In Pu r c h a s e d  In t er e st  

R e c e i v a b l e

N E T  CHANG': IN F UN D S

i 9 , 4 0 7 , 4 5 7 . 9 4  $ 1 5 7 , 5 6 5 , 0 5 2 . 7 4

-0 - 9 3 7 . 5 0

9 , 4 0 7 , 4 5 7 . 9 4 1 5 7 , 5 6 5 , 9 9 0 . 2 4

1 6 1 , 9 0 5 , 3 8 2 . 6 3

- 0 -

3 , 2 5 5 , 9 0 0 , 5 3 6 . 4 4

1 , 1 5 9 , 7 3 6 . 0 2

1 6 1 , 9 0 5 , 3 8 2 . 6 3 3 . 2 5 7 , 0 6 0 , 2 7 2 . 4 6

2 , 0 4 9 , 8 3 5 . 9 4

2 7 7 , 2 2 8 . 8 6

2 3 , 2 0 8 , 7 3 1 . 1 4

10,998,653.5''

2 , 3 2 7 , 0 6 4 . 8 0 3 4 , 2 0 7 , 3 8 4 . 6 /

2 9 , 5 0 0 , 0 0 0 . 0 0 1 0 7 , 0 3 7 , 2 4 4 . 8 6

3 1 1 , 8 6 4 , 1 2 7 . 5 5 2 , 6 5 2 , 3 6 3 , 9 8 7 . 6 8

-0- 9 3 1 , 4 8 1 , 2 1

5 1 5 , 0 0 4 , 0 3 2 . 9 2 6 , 2 0 9 , 1 6 6 , 3 6 1 . 1 2

29 7, 1 3 6 , 7 4 9 . 7 1

-0 -

3 , 0 8 6 , 6 6 0 , 7 0 0 . 7 7

- 0-

2 9 7, 1 36 , 7 4 9 . 7 1 3 , 0 86 , 66  ,700.77

1 
1

0 
o

1 
1

- 0 -

1 , 1 6 6 , 0 5 8 . 0 0

-0- 1 , 1 6 8 , 0 5 8 . 0 0

2 7 , 5 0 0 , 0 0 0 . 0 0 10, , 5 3 8 , 9 1 0 . 6 9

- 0“ -0-

1 9 9 , 3 2 8 , 7 0 8 . 1 3 2 , 9 1 3 , 4 0 1 , 0 4 1 . 4 4

8 , 3 8 5 , 1 0 6 . 6 8 6 9 , 7 2 1 , 6 3 3 . 8 4

5 3 2 . 3 5 0 , 5 6 4 . 5 2 6 , 1 7 5 , 4 9 0 , 3 4 4 . 7 4

t ( 3 , 6 2 7 , 5 7 7 . 7 3 )  
-0-

1 3 , 9 8 1 , 0 4 6 . 1 3

-0 -

( 2 7 , 7 0 0 , 0 0 0 . 0 0 )

$ ( 2 , 5 6 9 , 7 7 7 . 0 9 )  

-0- 

5 1 4 , 2 8 2 . 6 6  

( 1 5 0 . 0 0 0 . 0 0 )  

35,90..', >.'60.00

- 0 - ( 1 8 , 4 8 9 .1 9 )

$ < 1 7 , 3 4 6 , 5 3 1 . 6 0 ) $ 3 3 , 6 7 6 , 0 1 6 . 3 8

-3-



S T A T E  O F  A L A S K A  

G E N E R A L  A N D  S E G R E G A T E D  S T A T E  P R O G R A M  FU N DS  

C O M P O S I T I O N  O F  I N V E S T M E N T  H O L D I N G S

J a n u a r y  31, 1 9 8 2

 C u r r e n t  M o n t h ___________________

X of T o t a l

As se t Ty pe  Cost V a l u e  Cost Y i el d

O P E R A T I N G  A C C O U N T

C l e a r i n g  A c c o u n t s  

C o m p e n s a t i n g  B a l a n c e s

T O T A L

M A R K E T A B L E  S E C U R I T I E S  A C C O U N T

Cas h D e p o s i t s  

Sa vi n g s

P u r c h a s e d  In te res t R e c e i v a b l e

R e p u r c h a s e  A g r e e m e n t s

Sh or t T e rm  Issues

C o mm e r c i a l  Pa per  

U. S. T r e a s u r y  B ill s 

B a n k e r s  A c c e p t a n c e s  

C e r t i f i c a t e s  of D e p o s i t  

U. S. T r e a s u r y  N o t e s  & B on d s 

Fe de r a l A g e n c y  S e c u r i t i e s  

C o r p o r a t e  Bo nd s

Total S hor t T e r m  I s su e s

I n t e r m e d i a t e / L o n g  T er m  Issues

U. S. T r e a s u r y  N o t e s  f, B ond s:  

1 - 2  Years

Federa l A g e n c y  S e c u r i t i e s :  

O v e r  5 Years

C o r p o r a t e  Bo nds:

O v e r  5 Yeara

Total I n t e r m e d i a t e /

Long Ti. rm

T O T A L

L O AN  A N D  M O R T G A G E  P R OC R A M S

S t a l e  of Al ask a Loan P ro g r a m s  

B u s i n e s s  Lo an s 

A g r i c u l t u r e  

Co mm e r c i a l  F is h i n g  

F i s h e r i e s  E n h a n c e m e n t  

Small Bu si ne s s  

T o u r i s m  

V e t e r a n s

C h i l d c a r e  F a c i l i t i e s  

His to ri c al  Dis t ri c t

Total Loans

5. 32  i 7 3 , 3 9 6 . 2 4  N / A

9 4. 7  1 , 3 1 5 , 0 0 0 . 0 0  N / A

1 0 0 .02 1.388.3J96,2 4

1 .0 2  J 1 4 , 0 4 9 , 1 5 4 . 5 5  5.39

1 , 3 3 2 . 9 2  N / A

2.4 3 5 , 0 0 0 , 0 0 0 . 0 0  1 3. 1 3

3.9 5 7 , 1 8 5 , 7 9 9 . 7 2  1 2.6 7

3 7 . 6  5 4 9 , 9 4 5 , 2 5 9 . 9 2  1 2 .3 3

25 . 7  3 7 5 , 9 5 3 , 6 8 6 . 8 2  1 2 . 8 3

2 4 . 9  3 6 5 , 0 0 4 , 7 4 0 . 9 6  1 1 .6 5

3.7 5 4 , 7 4 8 , 5 5 5 . 0 0  8. 17

- 0 -

   - 0-

9 5 . 8  1 , 4 0 2 , 8 3 8 , 0 4 2 . 4 2  12 .1 4

- 0 -

.5 8 , 0 7 7 , 5 0 0 . 0 0  7.16

.3__________ ______ 3 ,945,101 .72 1 0. 1 0

.8  1 2 , 0 2 2 , 6 0 1 . 7 2  H . 1 J

iS M Z . 12 • on

$ 4 , 4 2 2 . 8 8  N/ A

.4 1 , 2 4 1 , 1 2 7 . 1 8  5.44

16.2 4 7 , 5 1 4 , 3 0 7 . 5 5  7.74

2.4 6 , 8 8 6 , 3 3 8 . 0 0  7.96

1 0 . 5  3 0 , 9 0 9 , 3 9 5 . 1 5  B.37

1 .1  3 , 3 3 2 , 0 6 3 . 0 7  8 .0 2

i/.l 1 0 8 , 7 6 0 , 1 7 4 . 2 9  6. 97

5 7 , 7 9 5 . 1 3  6.0 4

.1  1 5 9 , 3 5 6 . 5 4  6. 56

6 7 . 8  $ 1 9 8 , 8 6 4 , 9 7 9 .79 7.42

Schedule, c o n t i n u e d  on  f o l l o w i n g  p ag e

-4-



G e n e r a l  and S e g r e g a t e d  S t a t e  P rogram  Funds

C O M P O S I T I O N  O F  I N V E S T M E N T  H O L D I N G S  C o n t i n u e d

C u r r e n t  M o n t h

X o f  T o ta l

A s se t  T y p e  Co st  V a l u e  Cost

L O A N  A N D  MORTCA'-E P R O G R A M S  - C o n ti n u ed

B a n k  L o a n  I nc e n t i v e  P r o g r a m  1.35! $ 3 , 7 4 3 , 6 7 7 . 7 5

M o r t g a g e  O p t i o n  P r o g r a m  

M o r t g a g e s  

B u s i n e s s  Lo an s 

M o b i l e  Home L oa n s

Total M o r t g a g e  Op. P r o g r a m s

O b l i g a t i o n s  of S ta t e  C o r p o r a t i o n s  

A S H A  M o r t g a g e s  

A H F C  Notes 

A R R C  M o r t g a g e s  

A S H A  Note3 

A S D C  Bonds 

M I C A  Notes 

U of A  Notes

Total O b l i g a t i o n s

O b l i g a t i o n s  Pl ed g ed  to A H F C  

C e r t i f i c a t e s  of  De po s it  

Rural. M o r t g a g e  P r o g r a m  B ond s 

To ta l P le dge d

L o an a  to Alaska M u n i c i p a l i t i e s  

T O T A L

S E P A R A T E L Y  I N V E N T E D  FUNDS

A H F C  M o r t g a g e  Ins u ra n c e Fund 

S a vi n g s  D e p o s i t s  

D em and  D e p o s l t o  

P u rc h as e d  Inter est  R e c e i v a b l e  

R e p u r c h a s e  A g r e e m e n t s  

C e r t i f i c a t e s  of D ep o s i t  

Feder al  A g e n c y  S e c u r i t i e s  

U. S. T r e a s u r y  B il l s 

U. S. T r e a s u r y  M o n e y  M ar k e t  

U. S. T r e a s u r y  N o te s  

Total

Pu bl ic School Fund

C e r t i f i c a t e s  of D e po s i t  

U. S. T r e a s u r y  N o te s  6 Bo nd s 

Feder al  A g e n c y  S e c u r i t i e s  

Total

U of A Permanent. Fund

C e r t i f i c a t e s  of De po s i t 

U. S T r e a s u r y  No tes  & B ond s 

Fe de ral  A g e n c y  S e c u r i t i e s  

Total

1.1 3 , 2 6 5 , 5 8 6 . 8 1

1 . 7  5 , 0 3 9 , 0 6 3 . 7 7

1.8  5 . 2 0 1 . 7 2 1 . 3 1

4 . 6  1 3 , 5 0 6 , 3 7 1 . 8 9

.4 1 , 2 2 3 , 9 7 9 . 3 0

1 0 . 4  3 0 , 3 4 6 , 8 1 4 . 0 7

.6 1 , 6 3 9 , 2 4 1 . 4 9

5.2 1 5 , 1 2 5 , 5 6 6 . 8 0

.2 5 5 0 , 0 0 0 . 0 0

.9 3 , 0 0 0 , 0 0 0 . 0 0

1. 0  2 , 8 0 9 , 0 0 0 . 0 0

1 8 . 7  5 4 . 6 9 4 , 6 0 1 . 6 6

4 .1  1 2 , 0 0 0 , 0 0 0 . 0 0

3.4 1 0 , 0 0 0 , 0 0 0 . 0 0

7.5 2 2 , 0 0 0 , 0 0 0 . 0 0

.1 3 0 0 , 0 0 0 . 0 0

iSM * J m M M M

- 0 -

- 0 -

- 0-

- 0 -

.4 1 , 0 0 1 , 3 1 4 . 6 4

4 . 8  1 2 , 2 0 7 , 7 5 6 . 4 0

1.1 2 , 8 8 0 , 9 3  1.79

.4 1 , 1 0 8 , 2 a . 54

2.9 7 , 3 4 7 , 1 2 5 . 0 0

9 . 6  2 4 , 5 4 5 , 3 4 8 . 3 7

5.7 1 4 , 7 0 0 , 0 0 0 . 0 0

2.0  5 , 0 4 2 , 7 3 5 . 1 6

2.6 6 , 7 3 3 , 3 1 8 . 7 5

1 0 . 3 2 6 , 4 7 6 , 0 5 3 . 9 1

.9 2 , 4 0 0 , 0 0 0 . 0 0

.4 1 , 0 0 6 , 8 6 3 . 6 2

.9 2 , 1 7 7 , 3 7 5 . 0 0

2.2 5 , 5 8 4 , 2 3 8 . 6 2

Y i e l d

8.41

1 0 .0 4

9 .1 9

3 . 75

9 .2 3

7 . 5 0

7.35

10.66
7. 00  

4 . 7 5

7. 00

5. 0 0  

7.19

1 3 .5 6

7.50

10.81

6.07

7. 73

1 4 .1 0

13 .0 6

1 4 .0 7  

N / A

1 1 .4 5

12.15

1 7 .6 6

10.42

7.66

13.74

1 7 . 7 5

8.49

7.69

1 2 .1 6

S c h e d u l e  C o n t i n u e d  on f o l l o w i n g  page



G e n e r a l  and S e g r e g a t e d  S t a t e  P rogram  Funds

C O M P O S I T I O N  O F  I N V E S T M E N T  H O L D I N G S  - C o n t i n u e d

__________________________ C u r r e n t  M o n t h _________________________

X o f  T ot a l

A s s e t  Ty p e  C ost  V a l u e  C ost  Y i e l d

S E P A R A T E L Y  I N V E S T E D  F U N D S  -  C o n t i n u e d

P o w e r  D e v e l o p m e n t  Fund 

S a v i n g s  A c c o u n t  

R e p u r c h a s e  A g r e e m e n t  

C e r t i f i c a t e s  of De p o s i t  

B a n k e r ' s  A c c e p t a n c e s  

C o m m e r c i a l  P a p e r  

U. S. T r e a s u r y  "i lls 

To ta l

T O T A L

D E B T  C E R T I F I C A T E S

C E R T I F I C A T E S  OF  D E P O S I T

C O M M E R C I A L  F I S H I N G  & A G R I C U L T U R E  B A N K

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

O p e r a t i n g  A c co u n t  

M a r k e t a b l e  S e c u r i t i e s  A c c o u n t  

L o a n  and M o r t g a g e  P r o g r a m s  

4, S e p a r a t e l y  Inv e st e d  Funds

C e r t i f i c a t e s  of  D e p o s i t s  

De bt  C e r t i f i c a t e s  

C o m m e r c i a l  Fi s h i n g  & A g r i c u l t u r e  

B a n k

TOTAL. I N V E S T M E N T  H O L D I N G S

2 * 3 2 , 8 3 1 . 8 6  5.39

.4 9 0 0 , 0 0 0 . 0 0  1 3 . 0 0

3 3 . 1  8 5 , 0 0 0 , 0 0 0 . 0 0  1 2 . 9 6

2 6 . 9  6 9 , 0 4 1 , 8 7 9 . 5 3  1 2 . 2 8

7 . 5  1 9 , 2 8 3 , 6 8 0 . 5 6  1 3 . 22

1 0 . 0  2 5 , 7 7 4 , 0 2 4 . 1 2  1 2 . 06

7 7. 9 2 0 0 , 0 3 2 , 4 1 6 . 0 7  1 2 . 6 3

1 0 0 . 0 2  $ 2 5 6 . 6 3 8 . 0 5 6 . 9 7  1 2 . 6 9

1 0 0 . 0 2  t 4 5 . 1 7 9 . 0 0 0 . 0 0  8. 85

1 0 0 . 0 2  j 7 2 . 9 6 0 . 0 0 0 . 0 0  12.81

1 0 0 . 0 2  t 3 1 . 8 0 0 . 0 0 0 . 0 0  N / A

.12 t 1 , 3 8 8 , 3 9 6 . 2 4  N / A

6 7 . 6  1 , 4 6 3 , 9 1 1 , 1 3 1 . 6 1  1 2. 08

1 3 . 5  2 9 3 , 1 0 9 , 6 3 1 . 0 9  7 .73

1 1 . 8  2 5 6 , 6 3 8 , 0 5 6 . 9 7  1 2 . 6 9

3.4 7 2 , 9 6 0 , 0 0 0 . 0 0  12.81

2.1 4 5 , 1 7 9 , 0 0 0 . 0 0  8 .8 5

1 . 5  3 1 , 8 0 0 , 0 0 0 . 0 0  N/A

IQO juQ :. U .3 4



STATE OF ALASKA 

GENERAL A N D  SEGREGATED STATE PROGRAM FUNDS 

SUMMARY O F  ALA S K A  UEFOSITS

January 31, 1982

Institution

Commercial Banks

Total

General

Fund

Bond

Construction

International

Airport

TOTAL ALASKA DEPOSITS

Other Deposits

TOTAL Certificates o r Deposit

Institution

Alaska National Bank 

Alaska Pacific Bank 

American Security & Trust Co.

B. M. Bchrcntls Bank 

Pacific National Rnnk

i50.AA0.000 i26.A60.000

4 2 2.500.000t .Jt .  » !LT f- .

j2A.OOP.000 
$  , - 0-

$72,960,000 j26.A60.000 .$26,000,000thrrrn rs, ̂ fau n a s  s m l s s s s u j m

SUMMARY O F  OPERATING ACCOUNT

Alaska Bank of Commerce 4 A,50A,000 4 A,50A,000 i -o- 4 -0-

Alaska National Bank 1,572,000 1,572,000 -0- -0-

Alaska Pacific Bank -0- -0- -0- -0-

Alaska Statebank 2,920,000 2,920,000 -0- -0-

B. M. Behrends Bank -0- -0- -0- -0-

First National Bank - Anchorage 5.58A.000 5,58A,000 -0- -0-

First National Bank - Fairbanks -0- -0- -0- -0-

First Bank - Ketchikan 556,000 556,000 -0- -0-

National Bank, of Alaska 6,680,000 6,680,000 -0- -0-

Peoples Bank & Trust 200,000 200,000 -0- -0-

Security National Bank -0- -0- -0- -0-

United Bank Alaska A,550,000 1,550,000 3,000,000 -0-

Total 26,566,000 23,566,000 3,000,000 -0-

Federal Credit Union

Alaska U. S. A. F.C.U. 12,000,000 -0- 12,000,000 -0-

Total 12,000,000 -0- 12,000.000 -0-

Mutual Savings Banks

Alaska Mutual Savings Bank 1,3AA,000 1.3AA.000 -0- -0-

Mt. McKinley Mutual Savings Bank -0- -0- -0- -0-

Total 1 ,3AA,U00 1,3AA,000 -0- -0-

Lavlngs & Loan Institutions

Fred Meyer S 6 L Anchorage 100,000 100,000 -0- -0-

Peninsula S & L Soldotna 100,000 100,000 -0- -0-

Alaska Federal S & L 9,000,000 -0- 9,000,000 -0-

First Federal S 6 L i,ooo,ooc 1,000,000 -0- -0-

Home Federal S & L 350,000 350,000 -0- -0-

Total 10,550,000 1,550,000 9,000,000 -0-

location

Fa lr hanks 

Anchorage 

Washington, D. 

Juneau 

Seattle

Clearing

Accounts

47 3 , 3 9 6 . 2A 
- 0 -  

- 0-  

- 0 -  

- 0-

„-0-
422.500.000

422.500.000nz g i T ^ T . r T m n r c r

Compensating

Balances

41,000,000.00

60,000.00

25.000.00 

2 0 0 ,0 0 0 .0 0
30.000.00

TOTAL

- 7 -


