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NCREIF CLASSIC PROPERTY

ANNUAL PERFORMANCE

YEARS ENDING JUNE 30. 1995

TOTAL
Income
Capital
Total

S&P 500

Total

LEHMAN G/C
Total

T-BILLS

Total

CPI
Total

WAREHOUSE
Income
Capital

Total

RETAIL
Income
Capital
Total

OFFICE
Income
Capital
Total

RAD/OFFICE
Income
Capital

Tolal

APARTMENTS
Incomo
Capital

Total

1983

B.O't
119
931

61.03

29.12

9.46

2.57

797
1.00

9.03

908
0.43
9.54

7.73
1.3B
9.19

8.26
2.52
10.94

NA
NA
NA

1984

7.42
7.79
15.63

-4.70

1.77

9.45

7.59
4.00
11.90

8.53
B.05
17.08

6.78
8.11

15.29

8 19
13.59
22.60

NA
NA
NA

INDEX

1985

7.44
3.05
10.65

30.75

28.70

9.24

3.76

7.98
4.07
12.30

8.05
5.36
13.73

7.05
2.06
9.21

8.18
3.20
11.57

NA
NA
NA

1986

7.49
1.49
9.06

35.43

20.66

176

791
371
11.84

7.52
3.54
11.26

7.26
0.35
7.63

8.03
1.83
9.96

7.71
176
9.57

1987

7.08
.10
4.86

25.09

4.68

5.74

3.65

7.90
067
8.61

6 94
4.08

11.22

6 70
u5.43

7.59
«0.96
6.58

7.61
«3.05
4.40

1988

7.06
*0.02

7.03

-7.10

7.48

6.06

7.87
3.86
11.95

7.04
5.79
13.13

6.53
«3.73
261

7.49
«0.24
7.23

711
1.03

8.20

1989

6.91
m0.05

6.86

20.40

12.34

8.23

751
1.92
9.54

6.86
6.44
13.63

6.49
-2.35
4.03

7.39
-2.18
5.00

6.79
-131
5.42

1990

6.61
«0.80
5.76

16.32

7.10

4.67

7.17
2.00

927

6.32
2.93
9.38

6 03
-3.62
2.25

7.60
*1.52
5.99

7.14
031
7.46

Source: Roprinted with permission trom National Council Real Estalo Investment Fiduciaries (NCREIF)

The following is a summary of character-
istics for the NCREIF properly types:

Apartments

"Guarded optimism

Office

"N'-.vijtatiiiK on the road to recovers

Retalil

"SetKin}; directions"

rerc Real Estate Report

R&D

"Worth tlw risk?"

Warehouse

"Leads in returns!”

The second quarter 1995 marked the first
quarter of formal publication of the newly
expanded NCREIF Property Index.

1991

6.84
-7.67

-1.22

7.39

10 23

4.70

7.26
.66

0.24

6.50
«3.51
2.82

6 48
«11.81
*5.90

7.68
-7.95
«0.72

7.35
«2.89
431

1992 1993
7.29 8.13
-13.38 -11.00
=6.83 *3.55
13.47 13.59
14.17 13.15
4.65 3.13
3.09 2.99
7.73 8.46
984 -11.19
*2.68 *3 44
6.57 731
-10.16 -6 72
«4.09 0.23
7.10 7.98
-17 68 -16.91
*11.54 -9.95
8.15 8 99
-16 52 -13.02
«9.39 *4.92
7.79 8 63
«0.88 m3.10
.68 5.33
Index
NI'I
NCPI
Lehman G/C

Lehman G/O 10 Yr.

Salomon

NARRIT Share I'rice-liquily

cri

1994

8.93
*4.55
4.08

133

«1.45

3.33

2.48

9.52
-6 23
2.84

7,67
2.12
5.44

9.14
-9.65
ml17

9.69
u5.65
3.64

9.20
4.00
13.47

J mo. T-bills

1955

9.34
-1.30
7.95

26.11

12.77

3.05

10.20
236
12.74

8.27
«2.05
6,09

9.88
u372
5.89

976
«1.98
7.64

9.08
2 88
12.16

Returns

2.00%

2.35%

6.49%

2.52%

1.45%

5.HK%

0.73%
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QUARTERLY SURVEY OF INVESTMENT CRITERIA: THIRD QUARTER 1995

Hespondent

National Real Estate
Investorand Advisor

Comments:

National Real Estate
Lendcrand Advisor

Comments:

National Lender and
Investor

Comments:

National Investment
Advisor

Comments:

National Investment
Advisor

Comments:

National Investment
Advisor

Comments:

N o 0w N

O b W N

XN ODWON R ~

AW N R

a b wN R

Internal
Property Types Itale of
In Preference Order Fée;urn
Industrial -Warehouse 115
Office -Suburban 115
Apartment ]10
Retail - PowerC'cntcr II.O
Office-CBD 115
Retail* Regional Mall 115
Hotel 12.0

Ciuinu-In
Capitalization

Kate

95
9.0

9.0
9.0
8.0

10.0
95
9.0
10.0
95
9.0

10.0

Residual
Capitalization

Kale

)

100
95
95
10.0
95
95
105

Growth Rates

{iidy %fm}ﬂ

4

4.0
4.0
4.0
4.0
4.0
4.0
4.0

4.0
4.0
4.0
4.0
4.0
4.0
4.0

Anticipated
Holding Period
(years)

According to this investor, there has been a strong return of leveraged buyers due to favorable economic conditions.

Apartment 115
Retail- Regional Mall 115
Retail -PowcrCcntcr 115
Retail - Neighborhood 125
Office - Suburban 12.0
Office -CUD 12.0
Hotel 13.0

9.0
85
9.0
105
100
10.0

12.0

90 -
95 -
110 -

95
9.3
9.8
113
105
105
130

35
4.0
4.0
3.0
35
35
45

35
35
35
35
35
35
35

3.0
10.0
4.0
4.0
10.0

0

5.0

Long-Term
Inflation
Expectation

4.0
4.0
4.0
4.0
4.0
4.0
4.0

35
35
35
35
35
35
35

According to this advisor, the real estate market is gaining confidence, even though there has been a slowdown in investment activity.

due to competition.

8.0
85
8.0
85
9.0
9.0
95
9.5

85
9.0
85
9.0
95
95

10.0

100

5.0
3.0
45
45
3.0
4.0
3.0

2.0

35
35
35
35
35
35
35
35

J0

5.0
5.0
5.0
5.0
5.0

Capitalavatlihilily will continue to improve and competition for prime properties will grow. Competition on deal making scents

Apartment 105

Industrial-Wtrehousc 11.1)

Retail-Regional Mall 10
Retail- PowcrCentcr 115

Office - Suburban 115

Retail-Neighhnthnud 12.0

Industrial- RiW 12.(1

Office -CUI) 12.0

lo be very high.

Industrie. 1- Wire house II.O
Office -Suburban 12.0

Industrial -R&D 12.0

Apartment II_O

9.0

100

100

85

95
10.(1
10.0
9.5

3.0
5.0
5.0
4.0

5.0

4.0

list)
5,0
50

8.0

"Tliis investment advisor fee Lsthat stretching is taking place in the apartment market, as well as bulk distribution space.

Industrial « Warehouse 115
Office -Suburban 125
Retail-Neighborhood 115
Apartment II.O
Retail - Power Center 113

88
9.5
9.3
85
9.0

95
10.0
9.8
9.0
95

8.8 -
95 -
93 -
85 -
9.0 -

95
100
9.8
a1
9.5

35
3.0
35
401
35

35
35
35
35
35

85
85
85
8.5
85

35
35
35
35
35
35
35
35

4.0
40
4.0
4.0

35
35
35
35
35

Ibis investment advisor feels that competition is intensifying, which will result in increased prices As markets become mote aggressive.
it's better lo wait for the right deal lo come aking.

10
10

Industrial « Witchousc
Apartment

85 -

9.5
85

90-

105
9.0

30
4.0

3.0
3.0

85
85

According to this advisor, the market is quite similar In the second quarter. Is il me,nr are buyers stretching in purchase

properties again?

Copyright 1995 hy RERC. Real Estate Research Ct)iporalion,2 North LaSalle Sited. Suite 730. Chicago. Illinois 60602
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QUARTERLY SURVEY OF INVESTMENT CRITERIA: THIRD QUARTER 196

(continued)

Respondent

Southern InveMnicnt
Advisor

Comments:

National Investment
Advisor

Comments:

National Insurer and
Investor

Comments:

tins' Const Investor
and Advisor

Comments:

National Investment
Advisor

Comments:

a b~ Ne

X ~

= 0 A~ w

a M w N e

< X ~N©°

w ~w

< X N o

N

»w

Internal Going-In Residual
Property Types Rale of Capitalization  Capitalization
In Preference Order Return Rule Rule
<59 <59 m

Ollice - Suburban 11.0 8.0 9.0
Apartment 105 8.3 XX
Retail- Neighborhood 103 X5 9.0
Retail-Power Center y.X 83 9.0
Industrial- R&D 105 9.0 10.0
Office -CBD 12.0 9.0 10.0
Retail- Rc'HinalMall 103 8.0 9.0
Industrial- vMtrehouse 9.X 83 9.0

Growth Rales

kY

5.0
45
4.0
35
35
4.0
3.0
4.0

4.0
-0
4.0
4.0

40
4.0

4.0

Anticipated

l.onR-lerm
Inflation

Holding Period Expectation

(years)

6.0
6.0
85
6.0
8.0
85

10.0

6.0

Ibis advisor believes that the market for acquisitions has improved, hut they are waiting for the right properly to cross their path.

Ollice -Suhttrhan 12.0 - 150 8.0 * 9.0 9.0 - 95
Industrial-Warehouse 11.0 - 12.0 9.0 - 90 9.5
Retail - Neighborhood 11.0 - 12.0 93 - 93 95
Retail - PowcrCcntcr 11.0 - 120 95 - 95 9.5
Retail- Regional Mall 105 < 11.0 75 - 75 X.0
Ollice -CUD 120 - 15.0 9.0 m 100 10.0

Ilie suburban office market is "hot" and prices continue to increase due to the large amount ol buyers entering the market. Buyers
are racing to purchase properties for tear of missing the nest big real estate cycle.

Industrial- Warehouse 11.0 85 10.0
Retail - Power Center 115 90 9.5

Apartment 11.0 95 95

Office -Suburban 115 85 100
Retail - Neighborhood 12.0 10.0 no
Olliec-CBD 115 95 10.0
Retail- Regional Mall 11.0 80 90

Hotel 120 - 150 11.0

Industrial-R&D 12.0 11.0 10.0

5.0
45
45
40
4.0

2.0

35
25
38
35
30
3.0
25
38

2.0

4.0

4.0
4.0
4.0
4.0

35
35
35
35
35

35
35

35
35

10.0
10.0
10.0
10.0

100

85
75
75
85
75

1y
135

75

Buyers are mshing lo purchase pmpcnies so as to title the nest real estate cycle At present,quality is dnving down cap rales.

but there is a wider gap in quality than is usually seen.

Industrial-Wirehnusc 11.0 9.0 lot)
A panmem 115 9.0 10.11
Retail - Regional Mall 11.0 8.0 9.0
Retail-PowcrCcntcr 113 9.0 100
Ollice -Suhuriian 115 90 10.0
Industrial- R&D 115 95 10.0
Office-CBD 120 9.0 95
Retail - Neighborhood 12.0 9.0 100
Hotel 125 10 12,0

Ibis investor believ

10

Ollice -Suburban 110 - 130 105
Industrial-Wire 1 nose ]10 9.0 - 95

Retail- Neighborhood ~ [11) - 130 100. 110 100
Apartment 1Ll X5 - 9.0 9,0

40
40
40
4.0
4.0
4.0
4.0
40
4.0

40
40
4.0
40

40
40
4.0
4.0
40

4.0

that ihe change in market forces is leading buyers lo stretch to purchase properties.

40
40
el
40

100
(H)
100

100

101)
10.0

According to this national investment advisor, prices continue lobe bid up without a corresponding increase in rent,

Presently,capital is way ahead ofthe rent curve.

Copyright 1995 hy RIiRC, Real listme Research Corporation, 2 North la Salle Street..Suite 730, Cltieago. Illinois 0061)2

rerc Real Runic Report

<59

4.0
4.0
4.0
4.0
4.0
4.0

3.25
3.25
3.25
3.25
3.25
3.25
3.25
325
3.25

4.0
4.0
4.0
4.0
4.0
4.0
4.0
4.0
4.0

.30
3.0
3.0
3.0
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(continued)

Rgpnndcnt

National Investment

Advisor

Coinmc: >

national Real Estate
. vestor and Advisor

Comments:

Investment Advisor

Comment:

National Dcvdnpcrnnd

Investment Advisor

Comments:

National Investment
Advisor

Comments:

N o gL N

=

a > w w TN

~N O

N b WwN e

© ®

Cmwill Rates
Internal Golng-In Residual v](lfﬁ v crﬁc Long-Term
Property Types Kate of Cupitallzition  Capitalization ws 0% ﬁs 0% Anticipated Inflation
in Preference Order Return Rate Rate Y%MD %4'0 Holding Period Expectation
9% m (g < (vears) (%)
Apartment 11.0- 115 83 91 35 3S 100 30
litis national investor has noted that sellers arc asking for more non-monclary concessions from purchasers. All in alL more deals
arc closing because purchaser's and seller's expectations arc being met.
Industrial - Warehouse 113 95 95 4.0 10.0 4.0
Apartment 115 8.8 9.0 4.0 10.0 4.0
Retail-RcgkmalMall 105 75 7.8 4.0 10.0 4.0
Retail - Neighborhood 113 90 9.3 4.0 10.0 40
Retail - PowcrCcntcr 10.8 10.0 105 4.0 10.0 4.0
Office - Suburban 11.0 9.0 9.3 40 100 4.0
QOincc-CBD 11.0 8.8 9.0 4.0 too 40
Industrial - R&D 1j 9.3 95 4.0 10.0 40
Ihis advisor envisions a continued availability of funds.although buyers arc stillcaulious since the last rcalestate downswing.
Retail- PowcrCcntcr 105 8.8 9.3 4.0 4.0 10.0 4.0
Oflice - Suburban 108 85 9.0 4.0 4.0 10.0 4.0
Apartment 10.8 85 9.0 4.0 40 10.0 4.0
Retail-Regional Mall 11.0 7.3 7.8 4.0 4.0 10.0 40
Industrial - Warehouse 11.0 85 9.0 4.0 40 100 4.0
Retail - Ncighbodtood 115 95 9.8 4.0 4.0 10.0 4.0
Olfice-CBD 11.8 9.0 95 35 4.0 100 4.0
Industrial- RAD 12.0 9.3 9.8 4.0 4.0 10.0 4.0
Hotel 125 100 11.0 4.0 4.0 10.0 4.0
Continued strong bidding on suburban office buildings and power centers is leading loa greater supply of properties for sale
in response to higher prices.
Apartment 115 « 120 84 - 86 8.8 4.0 4.0 75 4.0

According to this rdvisor, there is not a noticeable change in the overall market,except that transactions seem to be slowing down.

Apartment 12.0 9.0 95
Retail-Neighborhood 115 95 10.0
Industrial-Warehouse 11.0 85 9.0
Retail-Regional Mall 10.8 7.8 85
Retail- PowerCenicr 10.8 98 105
Office - Suburban no 9.0 95
Industrial - R&D 12.0 100 105
Office -CUD 130 95 100
Hotel 13.0 10.9 115

Ibis investment advisor feels that there is too much capital chasing in various

Copyright 1995 by RERC, Real Estate Research Corporation, 2 Nnrtlt la Salle Street. Suite 730, Chicago, Illinois 60602

RERC Real lislnic Rrnurt



QUARTERLY SURVKY OF INVESTMENT CRITERIA:

THIRD QUARTER

1995

uiuiiimioUi
(ironth Ibiii*
Internal Ciaini’-In Kvsid mil %glorsa . vnerl'n.sc l.onp-Temt
I'rnperty Types Kalenf Cnplinli/uliun  Cnpilnli/ullou IV II'S InV Anticipated luriatimi
Kexpomlceul in I'rcfcrence Order Kellim Kale Kale \ l"dQ(4 ll uxammi lliildinp I'eriml  K\peelallnn
A
" i 'l 'l 'l Iyearsj il
NalinnalKealKxlalo 1 Apanmeiu 125 15 0.7 55 55 10.0 55
In\cotiir
Cnnimcenlx: lliis invesiur is unitinp in sec a sliili fmm apartments inln oilier pnipeny lypes.
W ‘I Onaxi InvesimcM 1 Apartment 1) SS 05 55 55 75 55
Adsixnr 2 Invliisiri.il - Warehouse 1. S5 00 55 5.5 75 55
Z Olliec *Siibinban 115 VAl 100 55 55 75 55
Im liisiiiil- K.VJ) »n 05 100 55 55 75 55
S Kelail - Nciplihoiliond 115 0.5 oS 55 55 75 5.5
(i Kelail-I'nnei Cenler 115 0.5 105 55 55 75 55
7 Kelail mKcpiniial Mall It 8.5 Qil 55 15 75 55
Cumiuciils: 'litis west enasl invesinienl ailvisur lias nulieeil a sliplu vleerease in inxesim aelivuy.
W-u (baxi lleal Iniale 1 |mlusiiial mWireliutise 21 71 . 115 0.0 4.0 25 5.0 5.0
IiCslitl 2 Ollico sSiiliuihan MU Ml - 111 05 25 2.0 loo 5.0
A Kel.nImKepsmal Mall 115 7@ - i 85 40 55 1 50
Kelail «I'nuerCeiiiei 5 711 = 1110 05 50 50 1Ll 5.0
5 Kelail mN'eipliluuluanl 125 M1 - LI 05 55 2s mo 5.0
(i Olliec -CHI) 15(1 SO = 1211 0.5 15 2.0 1110 5.0
7 linliisiiul -KM) 1511 111 loo 55 25 mo 5.0
( (inlinetils Acconlmp in lliis inveslnienl ailxisnr. llieie is a resmeenee nl insurance eninpanies as havers, ninle 1'oicipii invesinis .ue sellers.
KlilTaeiiviiv lias heen pieailv enrtiiileil. nnh smne exeeplmns in llie lelailseetiir
I'CUMUII I'uod 1 Imliisiii.il-W.irelinuse =~ 112 - Mb 04 - 0S oS 55 51 id) 2N
Ailvimii 2 Ap.ininenl 1111 -115 MS - 05 00 - 05 5.8 2S 50 2S
Z Olliec -Snhtirh.iit 115 - 12(1 05 - 0S8 oS 5.0 50 do 2SS
Kelail - Neipllhnrliniiil 115 - 1211 0.4 os 0Ss 55 2s MI 2S
i Industrial-KM) 115 - 12(1 0.5 0s Oos 50 5.0 ho 28
Il Kelail -I'nnei Cenler 115 - 120 05 - OK os 55 2S do 28
Comments: Accoidinp In lliis pension InnJ ail visnr. there is a premier hiiverinicrcst insiihiiih.innHiee ni.nl.eis.mil imlusiiialp.nks
Due In llie increase in buyers, yickls aie hemp pushed virmn
NuOnuallmcsimem 1 Aparimenl 115 SS 0.5 4( 40 8.0 4.0
Ailvimii 2 Imlusiiial- Wireliniise 115 K.S 0.5 4.0 40 MM) 4.0
4 Kelail -Neipliliurlinuil 115 K.S 0.5 4.0 40 m o i
4 Kelail -1'uner Center 115 ms nq| 40 40 5.0
5 linliisiiul-K.VJ) Mil 115 120 40 4.0 5.0 4.0
Cnmil..llls lliis n.iiinii.irnivesimeiu ailvisur I'eels Him uisiiiulKuial lumls have piislievl up prices, llierelure, buyers an; sliele limp purchases
In slay ill llie paiiie.
DITINIIIONS:
YIKIL1) (IKKI OOINO-IN CAI* KATK KKSIIM'Al. CAI' KATK CKOWTII KATK
Inu-ii>idi.ilo nl rewin I1KKI is die raic nl iiilcrest sent tesnails a eapilali/aimn rale Annual compounded rate nl

lli.it discounts llie pic-iiicnuic lax cash linns
icccived hy itie cipiiis inxesImlsl hack In a
pien'M value ili.ii isexaellv c<liial In llie amuiiul
nl die nnpiiiulciptiiy inveslineill 1l isinclleel a
limc-uciplilcdnvciapc ivliint mict|inly ami as
tisevl lieie.is syniuiyiiiuiis nitli tlie lenn "yiekl!"

rerc Real Estate Report

value (urpure'liase piieel.unless

nllieixvise itnletl.

used inesiiinale resale nr

leveisiuu value al llie eminl

llie tinklmp pelkul

increase inivvemie ami
expeuses niereunenl-year
lesels 1miller expenses aie
lypieally luieeasl nil a
line-liy-line basis



REAL ESTATE INVESTMENT CRITERIA BY PROPERTY TYPE
(HISTORICAL SERIES)

1990 1990 1990 1990 1991 1991 1991 1991 1992 1992 1992 1993 1993 1993 1993 1994 1994 1994 1994 1995 1995

1Q 20 30 40 1Q 20 30 40 20 30 40 JIQ 20 30 40 Q 20 30 40 1Q 20
All types
Pre-tax yield (IRR)(° 11.3 11.7 116 122 119 120 122 124 124 122 122 120 123 121 117 119 118 117 119 116 115
Going-in cap rate (°i 8.0 7.9 8.3 8.6 8.7 8.7 8.8 9.0 9.0 9.4 9.5 9.6 9.6 9.5 9.5 9.6 9.4 9.4 9.4 9.5 9.2
Terminal cap rate (“i 8.6 8.7 89 8.7 9.0 9.1 9.0 9.3 9.2 9.9 9.9 9.7 100 9.8 9.5 10.0 9.8 9.6 9.8 9.9 9.6
Office-CBD
Pre-tax yield (IRR)(t 11.7 11.7 116 121 121 123 126 129 128 125 124 13.0 128 128 125 128 124 121 125 121 119
Going-in cap rate (% 8.2 8.0 8.3 8.4 9.2 8.4 8.7 9.2 8.8 9.6 9.6 9.7 103 104 9.9 10.2 9.7 9.8 9.8 9.7 9.2

Office - suburban
Pre-tax yield IRR)®. 14.0 115 120 124 125 NA 125 130 126 129 131 130 128 127 120 124 121 119 122 119 118
Going-in cap rate (% 8.5 8.0 9.6 9.6 10.0 11.0 103 101 99 102 103 10.3 105 106 10.2 10.0 9.9 9.9 9.8 9.8 9.2

Industnal - Warehouse
Pre-tax yield (IRR)(? 112 115 115 119 11.9 121 121 121 120 119 118 113 118 117 111 116 114 113 112 111 112
Going-in cap rate {% 87 8.1 8.2 9.0 9.2 9.2 9.4 9.6 9.5 9.5 9.4 9.7 9.5 9.4 9.5 9.6 9.3 9.4 9.2 9.4 9.2

Industrial - RSD
Pre-tax yield (IRR)(° NA NA NA NA NA NA NA NA NA 13.0 128 134 129 126 113 128 122 123 1f£6 123 121

Going-in cap rate ("o NA NA NA NA NA NA NA NA NA 10.3 10.0 105 101 104 9.9 103 104 104 102 T0.1 9.6

Retail - Regional Mall
Pre-tax yield (IRR)(1 109 113 114 117 118 114 118 117 11.8 113 115 109 114 112 110 109 111 110 111 109 111

Going-in cap rate (% 6.9 7.1 7.3 7.4 7.6 7.2 7.2 7.4 7.5 7.7 7.6 7.9 7.7 7.8 7.7 7.9 7.7 7.7 8.0 8.2 7.9
Retail - Power Center

Pre-tax yield (IRR)(° NA NA NA NA NA 125 122 123 11.8 119 121 112 119 118 105 113 111 114 114 114 111

Going-in cap rate (% NA NA NA NA NA 9.8 9.6 105 10.0 9.6 9.5 9.8 9.4 9.3 9.6 9.7 9.1 9.3 9.2 9.4 9.4

Retail - Neighborhood'Comm.
Pre-tax yield (IRR)(f NA NA NA NA NA 123 126 129 128 122 120 117 121 123 121 115 115 118 116 11.3 113

Going-in cap rate (% NA NA NA NA NA 8.4 8.7 9.2 8.8 9.5 9.5 10.0 9.8 9.6 9.7 9.8 9.8 9.8 9.6 9.7 9.5
Apartments

Pre-tax yield (IRR)(? 11.7 124 114 1LA4 11.9 122 125 125 124 119 118 11.9 11.6 114 114 113 113 116 112 111 111

Going-in cap rate (% 8.2 7.9 8.2 8.5 8.7 8.5 8.8 8.8 6.7 8.9 9.1 9.1 8.9 8.9 8.8 8.8 8.8 8.8 8.7 9.0 8.9
Hotels

Pre-tax yield (IRR)(T NA NA NA NA NA NA NA 15.0 160 146 143 145 145 140 142 135 137 133 137 129 125

Going-in cap rate (% NA NA NA NA NA NA NA 12.0 120 121 114 117 116 118 111 114 111 108 115 112 109
Notes: 1) This data is derived from RERC's Quarterly Investment Survey- Data reflects desired returns by institutional investors in each quarter.

2) Due to a change in the method by which data is gathered, there is no First Ouarter 1992 survey.

3) The Industrial: RSD category was introduced in Third Quarter 1992.

4) The Hotel category was introduced in Fourth Quarter 1991.

5) Before First Quarter 1991. Retail-Power Cenler and Relail-Neighborhood/Community were combined under Retail-Other category.

Source: Real Estate Research Corporation (RERC)
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Apartment Financing Comparison

Project Cost

Number of Units
Cost Per Unit

Loan Amount

Loan Terms:

Interest Type

Interest Rate

Amortization Period, Years

Loan Call, Years

Monthly Loan Amortization
Average rent per unit

Percentage Decrease in Rent

Operating expenses per unit

Monthly cash flow per unit before debt service
Total annual project cash flow before debt service

Total annual project cash flow after debt service

Rate of Return on Cash Invested

coUSo.v «Smvnv;e o) TVEIST WD o

$ 1,000,000
30
$ 33,333
$ 800,000
Floating
10%
15
10
$8,597
S 600
240
S 360
S 129,600
$ 26,433
10.6%

-V iw L visiw

S 1,000,000
30
S 33,333
S 800,000
Fixed
8%
30
30
$5,870
$ 600
240
S 360
S 129,600
$ 59,159
23.7%
eir\

$ 1,000,000
30
$ 33,333
S 800,000
Fixed
8%
30
30
$5,870
$ 515
14.2%
240
$ 275
S 99,000
$ 23,559
11.4%



State of W ashington - State Investment Board

Real Estate Investment Plan

A. Existing SIB Portfolio Considerations
1. Allocation to Real Estate

The SIB real estate portfolio totals approximately $665 million as of
December 31, 1993. The total allocation to the asset class of real estate
based on recent Board action is 0% to 5% of the market value of total SIB
retirement fund assets. SIB Staff and To“v.ctM have developed an

Investment Plan intended to enable the SIE M -he *nll real estate
allocation if desired. While this Investment s denisp'ed io achieve
the full real esiate allocation, obtaining this objective will e to the

advisors lgeneratmg mvestmentoP ortunities consistent with tlie IBolicy
and the Investment Plan and SIB approving s?]ecmc investments.  For
purposes of developing the Investment Plan, The Townsend Group was
directed by the SIB Staff to utilize a portfolio }]fOWth rate equivalent to the
SIB actuarial growth rate assumption of 7.5% per year.

Based upon the foregoing assumptions, the total plan assets available for
e%uny and debt real estate investments over the next three year period of
1994 through 1996 is set forth in the table below.

Total Plan Assets 1994 §19.7 hillion
Actuarial Growth Rate 7.5%
Projected 1996 Total Plan Assets §24.5 hillion

Maximum Allocation to Real Estate % 5%
Maximum Allocation to Real Estate $ §1.225 hillion

Reducing the total allocation of $1,225 billion by $625 million, the
projected amount invested in equuy and debt real estate in 1996, results
Hngggprommately $600 million avaifable for additional investment through

The SIB Policy will be amended to provide a target of up to 100% of the
portfolio ma¥ e invested in equity real estate, and from 0% to up to 50%
of the portfolio may be invested in commercial mortgages. The
Investment Plan allocates all available capital in equity real estate
investments. Townsend has been instructed that the existing commercial

The Townsend Group Page 2
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State of W ashington - State Investment Board

Real Estate Investment Plan

mortgage investments will be transferred to the fixed income portfolio for
purposes of planning and measuring SIB real estate portfolio
diversification and compliance with the Policy diversification guidelines.
Accordingly, this Investment Plan does not allocate any portion of the
$600 million available to new commercial mortgage investments, which
Townsend has been instructed will be funded from the SIB fixed income
allocation.

2. Diversification Guidelines

The following table sets forth current portfolio property type
diversification for equity real estate portfolio based on current investments,
the Repositioned Portfoliol and grown to 1996 Plan assets, and the
diversification targets established by the Policy. As noted above, tlie
Investment Plan takes into consideration the Repositioned Portfolio as one
of tlie parameters guiding SIB Staff and Townsend.

sy K [kt i
"ABApdsihohotf'.f
S APortfdUon T A

fiug-c1 MprycTSihcationVh e x W 4 e :,*i'v' MA-A

Office 4155 25% 10% - 40%
Retalil 14% 8% 5% -30%
Warehouse 13% 7% 10% - 40%
R&D Office 10% 5% 0% - 15%
Apartment 13% 1% 5% -30%
Other 9% 6% 0% -20%
TOTAL 100% 52%* N/A

* Based on total 1996 iPlan assets; remaining amount to invest to readli total allocation of 5%
represents other 4855,

The following table sets forth the maximum distribution targets by location
for real estate investments, based upon the eight subregions of the
NCREIF Index. The table also sets forth the current portfolio

As noted, the Repositioned Portfolio was prepared by the SIB Staff, based upon input from The
Townsend Group, Jones Lang Wootton and other SIB advisors. Assumptions were made on divestiture and growth
and declines in the existing portfolio.

The Townsend Group Page 3
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State of W ashington - State Investment Board
Real Estate Investment Plan

diversification based upon current dollars, the Rego_sitioned Portfolio based
on 1996 plan assets and the diversification established in the Policy.

>re_t_:ard " o

ajpfe  "mL ifPSEP I .m . vevsy [
. . . TP . VEX>M\V
MtfolioADW eirsid cation' ypiY firtiBation:Bas,ed;oh"
-EaSfed.Qn 'CiiiTenLSTa - 'Sl Tohc pH-ercjtiojttAi.iii
Northeast 3% 2% 5% - 15%
Mideast 3% 1% 5% - 15%
Ease North 1% Lo 5% - 15%
Central
West North 1% 1% 0% - 5%
Central
Southeast 4% 1% 3% -7%
Southwest 2% 1% 3% - 7%
Pacific 5% 44% 40% - 60%
Mountain 8% 1% 3% - 7%
TOTAL g 52%* N/A

*Rounded; based on total 1996 Plan assets; remaining amount to Invtst to reach total allocation of 5%
represents other 48%.

B. SIB Policy Guidelines

SIB Policy provides guidance with respect to major Bolicy issues which have been
factored into the development of the Investment Plan. The Policy directives
utilized in the planning process include the following:

Minimum and maximum ranges for property type diversification are set
forth in the Policy and noted above.

I\/tI)inimum and maximum ranges for regional diversification are also noted
above,

The Policy specifies a preference be given to transactions with greater
cash yield components,

The Policy specifies a major focus in the real estate investment program
will be on substantially leased operating properties.

The Townsend Group Page 4
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February 6, 1996

The Honorable Richard Foster
Alaska State Legislature
Capitol, Room 410

Juneau, AK 99801-1182

Dear Representative Foster:

As you have acknowledged in your discussions with our department, your
January 22 letter requested a great deal of information regarding the Public
Employees' Retirement System (PERS) and the Teachers' Retirement System (TRS).
To respond to this information request as quickly as possible, we will forward
information as we collect it. Here's what we have been able to accomplish on each of
your requests.

L. Please supply a copy of the audited financial report for the investment
portion of the TRS and PERS systems for the fiscal year ended June 30, 1995.

Response: | have enclosed copies of the audited Alaska State Pension Investment
Board 1995 Annual Report of Investments for PERS and TRS. Also, | have included
a copy of the 1995 State of Alaska Comprehensive Annual Financial Report for PERS
and TRS published by the Department of Administration, Division of Retirement &

Benefits.

2N Please provide a break out of gross purchases and sales of marketable
Vebt securities for FY 95,

Response: We are preparing the data and will provide it as soon as possible.

3) Please indicate the percentage of gross purchases and sales of
niarketable debt securities (referenced in item #2 above) that were transacted
through brokers or investment firms in Alaska. If possible, please provide a
summary of all transactions, listing amounts, firms and salesperson responsible
for the transaction.

Response: We will provide information when we respond to item Number 2.

04-D2LH



The Honorable Richard Foster
February 6,1996
Page 2

4. Please provide a listing of amounts paid to bank custodians during FY 95,
Include the amount, the particular banking institution and location of the bank.

Response: PERS paid State Street Bank & Trust Company $913,485.74 to provide
global custody in FY 95. TRS paid $528,312.27 for the same service. Please see
enclosed money managers and consultant list for the address of the bank.

[5>) Please provide a table listing all real estate held, as of June 30, 1995, by
the TRS and PERS funds. Include the location of the property, date and cost of
purchase as well as current market value. Please summarize real estate sales
during the fiscal year (i.e. sales) using a similar spreadsheet format Indicating
date of purchase, location, purchase price, sales price, etc.

Response: We are preparing the data and we will provide it as soon as possible.

NG Please provide a schedule showing the mortgages held by the TRS and
LFERS funds as of June 30,1995, In addition to the value of the mortgage,
please include the name, year purchased and location of each property.

Response: We are preparing the data and we will provide it as soon as possible.

1. Please provide a listing of the amount of mortgage backed securities held
by the TRS and PERS funds as of June 30,1995, In addition, list the value of
each investment, name, year purchased and location of each property making
up the security.

Response: Neither PERS nor TRS owned mortgage backed securities during FY 95.
Enclosed is a copy of quarterly reports from the Alaska State Pension Investment
Board, prepared by Callan Associates, for each quarter. These reports reflect that the
funds had made no investments in mortgage backed securities.

8. Please prepare a schedule indicating the amounts paid during FY 95 to all
money managers and investment advisors. In addition, please indicate the
name of the firm, contact person and location of the active office.

Response: With the exception of real estate management, the Comprehensive Annual
Report lists on pages 66 and 132, all management and consulting fees paid by PERS
and TRS respectively during FY 95. Historically, real estate fees have been netted
from the income of the commingled real estate investment pools. We are preparing
data, and we will provide it as soon as possible.



The Honorable Richard Foster
February 6, 1996
Page 3

9. Please prepare a schedule indicating the amounts paid during FY 95 to
regular and special consultants, auditors and actuaries. In addition, please
indicate the name of the firm, contact person and location of the active office.

Response: Investment Ad' :sors, performance measurement and real estate
consulting fees for PERS and TRS during FY 95 are set forth on pages 66 and 132 of
the Comprehensive Annual Financial Report. PERS paid $28,428 and TRS paid
$28,428 respectively to members of the Investment Advisory Council. Auditing cost
PERS $35,000 and TRS $20,500 during FY 95. Actuarial services cost PERS
$145,813 and TRS $89,367 for the same time period. Obtaining actuarial service is
the responsibility of the Department of Administration, Division of Retirement &
Benefits. | have enclosed the pertinent names and addresses.

10, Please provide a summary of amounts paid during FY 95 for staff travel,
destinations, purpose of travel, dates of travel, place of lodging, cost of lodging,
business and personal agendas during travel, summary of gratuities received,
the name and sponsor of all gratuities and the source of funds for all travel
related expenditures. Additionally, please provide an explanation for any
deviation of travel itinerary outside of the business destination.

Response: We are preparing the data and we will prepare it as quickly as possible.

Enclosures

96-013



Alaska State Pension Investment Board
Treasury Division
External Money Managers and Consultants

Investment Consultants

Michael J. O'Leary, Jr., CFA

Callan Associates Inc.

550 East 8th Avenue

Denver, CO 80203

PH: 303-861-1900; FAX: 303-832-8230

Ron Payton

Callan Associates Inc.

71 Stevenson Street, #1300

San Francisco, CA 94105

PH: 415-974-5060; FAX 415-512-0524

Domestic Equity Large Cap

H. Scott Higgins/Charley Hetzel

Ark Asset Management Co., Inc.

One New York Plaza

New York, NY 10004

PH: 212-668-5203; FAX: 212-668-6191

Bob Edgar/Thomas J. Brakke
IDS Advisory Group

IDS Tower 10, 31st Floor
Minneapolis, MN 55440
PH: 612-671-2640 or 3241,
FAX: 612-671-2428

Donald B. Sallee/Don Pulver

Invesco Capital Management, Inc.

1315 Peachtree Street, Suite 500
Atlanta, GA 30309

PH: 404-892-0896; FAX: 404-892-4817

Virginia Rose/Denis Laplaige
MacKay-Shislds Financial Corporation

9 West 57th Street

New York, NY 10019

PH: 212-230-3893 FAX: 212-935-1083

Dan Hopkins/O. Sam Folin

Newbold's Asset Management, Inc.
950 Haverford Road

Bryn Mawr, PA 19010-3845

PH: 610-526-6557; FAX: 610-526-6565

Domestic Equity Small Cap

Robert L. Spare

CapitaJ Guardian Tmst Co.
333 South Hope Street
Los Angeles, CA 90071
PH: 213-486-9365

Wayne G. Willems, CFA

John McStay Investment Counsel
5949 Sherry Lane, Suite 1560
nall*s, TX 75225

PH: 214-365-5209

James R. Bacon

The Putnam Companies

One Post Office Square

Boston, MA 02109

PH: 617-292-1235; FAX: 617-292-8614

William Price/G. Nicholas Farwell/
Melody McDonald

RCM Capital Management

Four Embarcadero Center, Suite 2900
San Francisco, CA 94111-4189

PH: 415-954-5474; FAX: 415-954-8201

Tactical Asset Allocation

Lawrence Tint

Wells Fargo Nikko Investment Advisors
45 Fremont Street

San Francisco, CA 94105

PH: 415-597-2132-FAX: 415-597-2199

Domestic Equity Index

Arlene M. Rochefeller

State Street Bank & Trust

Asset Management

Two International Placo, 34th Floor
Boston, MA 02110

PH: 617-654-3202; FAX 617-654-4857



External Money Managers and Consultants (contd)

Real Estate Management

Thomas J. Anathan

AETNA Realty Investors

242 Taimbell Street

Conveyor IG5H

Hartford, CT 06156-9622

PH: 203-275-2128; FAX 203-275-4225

Ms. Fran DaSilva

Hancock Realty Investors, Inc.
P.O. Box 111

200 Berkeley Street

Boston, MA 02117

PH: 617-572-4534

Herbert W. Kuehnle

Heitman/JMB Advisory Corporation

180 N. LaSalle Street

Chicago, IL 60601

PH: 312-855-5700; FAX: 312-855-5803

Tom Arai

Koll Investment Management

4343 Von Karman Avenue

Newport Beach, CA 92660

PH: 714-833-9360; FAX: 714-833-3755

Erling Asheim

JP Morgan Investment Mgmt Inc.

522 Fifth Avenue at 44th St.

New York, NY 10036

PH: 212-837-1242; FAX 212-944-5743

David Weiner

Sentinel Real Estate Corporation

666 5th Avenue

New York, NY 10103-2698

PH: 212-408-2913; FAX: 212-586-2928

International Equity - European

Jason Shipiro/John Townsend

Citibank Global Asset Management
CitiCorp Center

153 East 53rd St., 22nd H. Zone 5
New York, New York 10043

PH: 212-559-9573; FAX: 212-793-6268

International Equity - EAFE

Rudy Leuthold
J.P. Morgan Investment Management, Inc.
28 King Street

London, England SW1Y 6XA
PH: 011-4471-451-8000
FAX: 011-4471-451-8080

Global Equity

Anthony J. Dote, JrvVJohn Reinsberg
Lazard Freres Asset Management

One Rockefeller Plaza

New York, NY 10020

PH: 212-632-6439; FAX: 212-632-6680

Dean Williams

Miller, Anderson & Sherrerd

One Tower Bridge

West Conshohocken, PA 19428

PH: 610-940-5000; FAX: 610-940-5072

International Equity - Pacific Basin
EX Japan

Earle A. Malm |l

Liechtenstein Global Tmst (LGT Asset

Management)

50 California Street, 27th Floor

San Francisco, CA 94111-4624

PH: 415-392-6181; FAX: 415-956-1714

Eugene Record, Jr.

Wellington Management Co.

75 State Street

Boston, MA 02109

PH: 617-951-5246; FAX: 617-951-5520

Page 2



External Money Managerj and Consultants (cont'd) Page 3

Supplemental Benefits System

Christopher W. Dyer

T. Rowe Price Investment Services
100 East Pratt Street

Baltimore, Maryland 21202

PH: 410-625-7742; 1-800-638-7890

Deferred Compensation

William P. Deuchler, Principal

Wells Fargo Nikko Investment Advisors
45 Fremont Street

San Francisco, CA 94105

PH: 415-597-2018; FAX: 41b-:\,7-2011

Christopher W. Dyer

T. Rowe Price Investment Services
100 East Pratt Street

Baltimore, Maryland 21202

PH: 410-625-7742; 1-800-638-7890

Investment Advisory Council

Robert A. Haugen
3732 Longridge
Orange, California 92667
PH: 714-921-2315
or
University of California
Graduate School of Management, Room 426
Irvine, California 92717
PH: 714-824-8365; FAX: 714-824-8469

James C. George

1001 S.W. Fifth Avenue, Suite 1100
Portland, Oregon 97204

PH: 503-220-1631; FAX: 503-220-1815
Home PH: 260-834-8523

Jerrold Mitchell

28 Old Weston Road

Wayland, Massachusetts 01778

PH: 508-358-2537; FAX: Same as phone
Home PH: 508-358-2067

Independent Auditors

Kathleen Porterfield, Partner

KPMG Peat Marwick

601 W. Fifth Avenue, Suite 700
Anchorage, AK 99501-2258

PH: 907-276-7401; FAX: 907-274-4953

Global Master Custodian

Lee B. Jones, Vice President
State Street Bank & Trust Co.
Public Fund Services

P.O. Box 1992

Boston, MA 02105-1992

PH: 617-985-7918

Legal Counsel

Rob Johnson

Wohlforth, Argetsinger, Johnson & Brecht
900 West Fifth Avenue, Suite 600
Anchorage, AK 99501

PH: 907-276-6401; FAX: 907-276-5093

Emerging Markets

Robert L. Spare

Capital Guardian Tmst Co.
333 South Hope Street
Los Angeles, CA 90071
PH: 213-486-9365

Doug Dooley/Nina D. Mettelman

J.P. Morgan Investment Management
522 Fifth Avenue

New York, NY 10036

PH: 212-837-2123; FAX: 212-840-2048

Performance Measurement

Michael J. O’Leary, Jr., CFA

Callan Associates Inc

550 East 8th Avenue

Denver, CO 80203

PH: 303-861-1900; FAX: 303-832-8230

equity.lst 1/24/96



Auditor

Kathy Porterfield

KPMG Peat Marwick, LLP

601 W. 5th Avenue, Suite 700
Anchorage, Alaska 99501-2258
PH: 907-265-1212

Actuary

Brian R. McGee

William M. Mercer, Inc.

1 Union Square, Suite 3200

600 University Street.

Seattle, Washington 98101-3137
PH: 206-292-7000



STATE OF ALASKA - PENSION FUNDS
FIXED-INCOME PORTFOLIO CHARACTERISTICS
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DEPARTMENT OF

The Honorable Richard Foster
Alaska State Legislature
Capitol, Room 410

Juneau, AK 99801-1182

Dear Representative Foster;

In response to ﬁour Januar
and Teachers'

(K

U/
REVENUE
OFFICE: OF THE COMMISSIONER

March 19, 1996

TONY KNOW LES, GOVERNOR

P.0. BOX 110400

JUNEAU, ALASKA 09811-0400
TELEPHONE: (907) 465-2300
FACSIMILE: (907) 465-2389

Mr"

_ 22, 1996 letter requesting information about the Public Employees’
etirement Systems, following are the responses to the rest of your questions:

| provided answers to your questions numbered 1,4, 7.and 9 in my letter dated February 6, 1996.

#2 Please provide a breakout of gross purchases and sales of marketable debt securities

for FY 95.

Gross Purchases
Gross Sales

Net (Purchases)/Sales*

PERS TRS
5(1,269,976.322) 5(528.771.413)
1.056.455.230 469.215.795

5 (213.521.092)

* Agreed to June 30, 199S audited financial statement. Statement of Cash Rows

S (59.555.618)

#3 Please indicate the percentage of gross purchases and sales of marketable debt

securities (referenced in item #2 above) that were transacted through brokers or
investment firms in Alaska. If possible, please provide a summary of all transactions,
listing amounts, firms and salesperson responsible for the transaction.

Nf?_ debt security purchases or sales were transacted by brokers through their Alaska
offices.

#5 Please provide a table listing all real estate held as of June 30,1995, by the TRS PERS

funds. Include the location of the property, date and cost of purchase as well as
current market value. Please summarize real estate sales during the fiscal year (i.e.,
sales) using a similar spreadsheet format indicating the date of purchase, location,
purchase price, sales price, etc.

See Attachment A.



The Honorable R .chard Foster
March 19, 199
Page 2

#6 Please provide a schedule showing the mortgages held by the TRS and PERS funds
as of June 30,1995. In addition to the value of the mortgage, please include the name,
year purchased and location of each property.

See Attachment B.

#8 Please prepare a schedule indicating the amounts paid during FY 95 to all money
managers and investment advisors. In addition, please indicate the name of the firm,
contact person and location of the active office.

Attachment C provides a list of real estate management fees which were not included in my
February 6 response.

#10 Please provide a summary of amounts paid during FY 95 for staff travel, destinations,
purpose of travel, dates of travel, place of lodging, cost of lodging, business and
personal agendas during travel, summary of gratuities received, the name and sponsor
of all gratuities and the source of funds for all travel related expenditures.
Additionally, please provide an explanation for any deviation of travel itinerary
outside of the business destination.
Attachment D provides the requested details of staff travel durin% FY 95. Detailed agendas
of mee_tm?_s are not generally prepared, or if prepared, not usually attached to staff Travel
Authorization forms.” However, the final column does note if staff took personal leave in
conjunction with the trip.
No staff members have reported the receipt of gratuities with a value in excess of the
State's reportable guidelines ($50).

RAK/dcm

Attachments



Attachment A

REAL ESTATE EQUITIES

Page 2, Paragraph 5:

“Please provide a table listing all real estate held, as of June 30, 1995 by the TRS and
PERSfunds. Include the location of the property, date and cost as well as current market
value. Please summarize real estate sales during the fiscal year (i.e. sales) using a
sir'ilar spreadsheet format indicating date of purchase, location, purchase price, sales

price, etc."

Neither PERS nor TRS purchase individual properties as a means of real estate equity investment,
Rather, equity investments have been made tlirough the purchase of ownership interests in real
estate commingled funds.

Two schedules are attached which include the following information:

[Bg;ommingled funds in which PERS and TRS had an ownership interest as of June 30,

PERS and TRS commingled fund ownership interests which were sold during the fiscal
year ended June 30, 1995.

Information on individual property location is not included because of the large number of
properties involved. As of June 30, 1995 the six real estate commingled funds, in which PERS
and TRS had an ownersh|ﬁ interest, owned a total of about 220 properties. All of these
properties were located in the continental United States.

The Equitable Prime Property Fund, which was sold during the year, had two investments in
Anchorage, Alaska.

PERS and TRS do own individual properties obtained through foreclosure. Details on those
properties are included in the information provided in the mortgage portfolio information
regarding Page 2, Paragraph 6.
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Pension Funds' Sale of Ownership Interests in Real Estate
Commingled Funds During the Fiscal Year Ending June 30,1995

Public Employees' Retirement System

Accounting
Income

$ 4,294,029
13,475,807

$ 17,769,836

Appreciation

$ (1,071,114)
(3,341,916)

$ (4,413,030)

Teachers' Retirement System

Date of
Original Amount of
Commingled Fund Investment Investment
John Hancock Equity Real Estate Account 'J 1980 $ 6,250,000
Equitable Prime Property Fund : 1980 9,251,580
Total PERS: $ 15,501,580
Date of
Original Amount of
Commingled Fund Investment Investment
John Hancock Equity Real Estate Account ' 1980 $ 6,250,000
2
Equitable Prime Property Fund 1980 5,750,350
Total TRS: $ 12,000,350

Accounting
Income

$ 4,294,029
8,888,022

$ 13,182,051

Appreciation

$ (1,071,114)
(2,034,106)

$ (3,105,220)

Distribution
of Income
and Realized
Gains

Distribution
of Income
and Realized
Gains

$ 0

Return of
Capital

$ 9472915
19,385,471

$ 28,858,386

Return of
Capital

$ 9472915
12,604,266

$ 22,077,181

June 30,
1995 Market
Value

June 30,
1995 Market
Value

1 During the quarter ended Decombor 31,1994, PERS and TRS received their final liquidation payments ol $27,241 each from the John Hancock, Equity Real

Estate Account. This closed-end fund liquidated over a nine year period.

2. During the quartors ended December 31, 1994 and March 31, 1995, PERS and TRS redeemed all of their shares in the Equitable Prime Property Fund.

COMPARE.XLS



Pension Funds' Ownership interests in

Real Estate Commingled Funds
As of June 30,1995

Public Employees' Retirement System

Date of Distribution of
Original Amount of Accounting Income and Return of
Commingled Fund Investment Investment Income Appreciation Realized Gains Capital
AETNA Real Estate Separate Account 1980 § 7,750,531 § 11,982,942 $ (4,000,060) $ 0 $ 0
Heitman/JMB Group Trust Il 1984 13,000,000 9,701,394 (3,792,229) 1,900,275 0
Heilman/JMB Group Trust IV 1987 15,000,000 4,741,878 (8,238,076) 1,274,216 0
JP Morgan Real Estate Fund 1984 7,151,870 4,840,153 (1,726,057) 0 1,212,672
Karsten / First Interstate Fund 1 1984 6,947,405 3,969,320 (1,137,425) 3,141.522 0
Sentinel Real Estate Fund 1984 41,000,000 28,997,122 (19,760,970) 8,631,862 0
PERS Total: $ 90,849,806 $ 64,232,809 $ (38,654,817) S 14,947,875 $§ 1,212,672
Teachers'Retirement System
Date of Distribution of
Original Amount of Accounting Income and Return of
Commingled Fund Investment Investment Income Appreciation Realized Gains Capital
AETNA Real Estate Separate Account 1980 $ 7,250,354 $ 11.292,500 $ (3,715,665) $ 0 $ 0
Heitman/JMB Group Trust Il 1984 7,000,000 5,223,834 (2,041,969) 1,023,232 0
Heitman/JMB Group Trust IV 1987 10,000,000 3,161,254 (5,492,052) 849,478 0
JP Morgan Real Estate Fund 1984 4,743,836 3,261,783 (1,161,865) 0 808,587
Karsten / First Interstate Fund 1 1984 2,877,460 1,701,138 (487,467) 1,346,368 0
Sentinel Real Estate Fund 1984 19,000,000 14,049,884 (9,296,933) 4,081,368 0
TRS Total: $ 50,971,650 $ 38,690,393 $ (22,195951) $ 7,300,446 $ 808,587

End of Period
Market Value

$ 15,733,413
17,008,890
10,229,586
9,053,294
6,637,778
41,604,290

$ 100,267,251

End of Period
Market Value

$ 14,827,189
9,158,633
6,819,724
6,035,167
2,844,763
19,671,583

$ 59,357,059



Rkpkf.skntativr: Richaki>Fisthi;

Session STATE CAPITOL. ROOM 410. JUNEAU. ALASKA 99811 « 907.465-3789 « FAX 907 465-3242
interim. PO BOX 1630. NOME. ALASKA 99762 + 907-443-5036 + FAX 907-443-2162

January 22, 1996

Mr. Ross Kinney
Deputy Commissioner
Department of Revenue
MS 0400

Juneau, AK 99811

RE: Procurement of Investment & Brokerage Services.
HB 345.

Dear Mr. Kinney:

In order to prepare for hearings on HB 345,1am requesting information
from your offices regarding investment history and practices of the PERS
and TRS accounts. As you are aware, it is the intention of the proposed
legislation that increased investment activity be conducted through qualified
Alaskan investment firms. Additionally, I am interested in expanding the
actual direct investments made through these investment funds in Alaska’s
economy. Your response to the following questions will assirt my office in
developing a workable recommendation for the entire legislature to
consider, one that benefits all Alaskans.

1. Please supply a copy of the audited financial report for the
investment portion of the TRS and PERS systems for the fiscal year ended
June 30, 1995.

2. Please provide a break out of gross purchases and sales of
marketable debt securities for FY 95.

3. Please indicate the percentage of gross purchases and sales of
marketable debt securities (referenced in item #2 above) that were
transacted through brokers or investment firms in Alaska. If possible,
please provide a summary of all transactions, listing amounts, firms and
salesperson responsible for the transaction.

AijManuk. Br«v<g Chavak. Etim Emmonak. Gambtjli Golovm Hooper Bay. KoiHk. Koyuk Menoryuk. Mountain Village. Newtok Nighimul* Nome
P.tkji Point SI Mary* Si Micnaol Sa«oongj. Scammon Bay. Snamooiik Snoidon Pomr Steooina. Teller Tokaook Bay Tununak Unaiameet Vifnt# Mountain



Mr. Rom Kinney
1/22/96
Page 2 of 3

4. Please provide a listing of amounts paid to bank custodians during
FY95. Include the amount, the particular banking institution and location
of the bank.

5. Please provide a table listing all real estate held, as of June 30,
1995, by the TRS and PERS funds. Include the location of the property,
date and cost of purchase as well as current market value. Please
summarize real estate sales during the fiscal year (i.e. sales) using a similar
spreadsheet format indicating date of purchase, location, purchase price,
sales price, etc.

6. Please provide a schedule showing the mortgages held by the TRS
and PERS funds as of June 30, 1995. In addition to the value of the
mortgage, please include the name, year purchased and location of each

property.

7. Please provide a listing of the amount of mortgage backed
securities held by the TRS and PERS funds as of June 30,1995. In
addition, list the value of each investment, name, year purchased and
location of each property making up the security.

8. Please prepare a schedule indicating the amounts paid during
FY95 to all money managers and investment advisors. In addition, please
indicate the name of the firm, contact person and location of the active
office.

9. Please prepare a schedule indicating the amounts paid during
FY95 to regular and special consultants, auditors and actuaries. In
addition, please indicate the name of the firm, contact person and location
of the active office.

10. Please provide a summary of amounts paid during FY95 for
staff travel, destinations, purpose of travel, dates of travel, place of
lodging, cost of lodging, business and personal agendas during travel,
summary of gratuities received, the name and sponsor of all gratuities and
the source of funds for all travel related expenditures. Additionally, please
provide an explanation for any deviation of travel itinerary outside of the
business destination.

| recognize that this is a considerable research request and appreciate the
time and effort necessary to respond to each of the queries.
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If you wish to discuss this request further, please contact Mr. John Walsh
in my office (5-3722).

| have enclosed an advance copy of an article addressing the need for
review of in-state investment policies of both the Alaska Permanent Fund
and the TRS and PERS retirement investment accounts.

Thank you.

Sincerely,

Enclosure



It's Time To Invest In Quality Alaskan Investments

By Robin E. Ward, L_egislative Chair
Alaska State Home Builders Association

Alaskans need to understand where and how our state is investing its savings accounts. We are told that
our economy is hoom and bust, that we do not pay our bills as well as others in the lower forty-eight and
therefore long term investment in Alaska should not be considered. Every state in the nation, except
Alaska, makes a point of investing in their local economies.

Alaska has thirty billion dollars in state held investment funds, not counting the billions of dollars held in
private or municipal pension funds. This money is controlled by “Outside” investment advisors who
unammouslz recommend against investing in Alaska. ~ Alaska Statute 37.13.120 states that tne Alaska
Permanent Fund (APF) Board shall invest in ‘in-statc investments' if the ‘in-state investments' arc
comparable in risk and yield. That is very clear Iangua?e. Shortly after adoption, an APF Resolution
was Issued to implement the statute. The resolution established minimum qualifications of 510,000,000
per investment and a population of 200,000 people per community. How ma.ly urban or rural Alaskan
communities qualify?

Let's examine the ‘comparability of risk’ issue. Housing is a basic economic indicator in Alaska and in
the rest of the nation. We can compare risk by comparing housing investments in Alaska to housing
investments in other states. In the early seventies, investment advisors were adamantly opposed to
housing_loans in Alaska. These advisors judged the Alaska economy to be unstable, and believed that
Alaska is prone to earthquakes. The Alaska Hous RRAFlnance Corporation (AHFC) stands as a successful
repudiation of that judgment by maintaining their AAA. bond ratings. The truth is that Alaskans have and

will handle their debts responsibly, just as others do in other states.

Alaska does have an economic cYcle - as does every other state. 1f you compare ourjob growth, housing
appreciation, diversification and long term growth trends, we find that our economy is one of the strongest
in the nation and adds tremendous fiscal stability.

However, even with our stable economy, investment advisors' recommendations for Alaskan funds do not
include “in-state investments" The AJaska State emgloyees retirement system, PERS - TRS, is a good
example. During a recent allocation of assets, the PERS - TRS Board discussed the subject of *in-state
investments” and rejected it. This is a seven billion dollar State fund with no active *in-state investment*
program and no Alaska resident investment advisor.

Not all investment advisors are anti-Alaskan. In recent years, four Alaskan investment advisory firms
have been registered with the SEC and handle millions of dollars for retired and employed Alaskans.
These local firms arc well respected in the national community of investment advisors.  Such proven
competent investment advisors as Dave Rose, Jane Cuddy, David Gottstein, Jim Crawford, Jack Diamond
and Bob Gillam are ﬁ_rlnmp_al_s in these Alaska based SEC registered investment advisory firms.
Currently, none of the tnirty billion dollars of state investment funds are handled by any of these Alaskan
advisors, but are instead controlled by outside firms.

a:\cccrw5.doc 1



During Alaska's recession, national investors “red-lined" (red-lining means NO Loans In Alaska) our
state. - Some still refuse to finance multi-family or income-producing properties because these loans are
too small by their standards or hecause “Alaska is too far away." Fannie Mag's apartment loans, for
example, start at $1,500,000 while most Alaskan apartments are valued between $500,000 to $1,000,000.

Multi-family income producing and commercial property owners in other states enjoy terms with up to
thirty year amortization and eight per cent or lower interest rates. Local property owners have had to
finance their Eurchases at ane plus two percent to four percent (today that would be 10.5% to 12.5%),
and on pay back schedules of seven to ten years. That means less capital available for building
maintenance, higher rents and an affordable housing shortage. A direct result of this short term financing
over the last ten years is a deteriorating multi-family housing stock and very little construction of new
apartments. There is a new loan program to finance multi-family properties now available through HUD
called the 223(f) program, however, HUD has been targeted for a national overhaul and the future of this
program is uncertain.

The Alaskan apartment market is in severe shortage and is creating a current crisis for renters.
Towns like Juneau, Kodiak, Barrow, Bethel and Fairbanks all have dangerously low vacancy rates. Since
the late eighties Alaskan homeowners have enjoyed an increase In the value of their residential
investments. Income producm%(propertY owners have not been so lucky. When local lenders attempt to
bring long term capital to Alaska they frequently hear *If your own state retirement and investment
funds do not have enough faith in the Alaskan economy to invest at home, why should we?"

In a policy comparison, the Washingfton state pension system, through its State Investment Board, invests
some twenty billion dollars on hehalf of state emplogees and retirees. Their allocation to real estate equity
and mort aPe debt for the period 1994 through 199 was 5%, or one billion two hundred and twenty-five
million dollars. Six hundred million dollars will be available for investment in 1996 alone! Quality
investment can be made in Alaska where it will be underwritten by local professionals and enjoy a
favorable return on investment.

For a growing and healthy economy in 1996, Alaska needs investment policies that are not exclusively
run by investment advisors who oppose Alaskan investment “Buy Alaska" also means investing in
Alaska. Encouragingly, a few Alaska Taft Hartley funds, (funds associated with organized labor), have
overridden the anti-Alaskan bias and invested in our local economy. The Alaska Laborers’ Employers'
Retirement Trust's (ALERT) Alaska investment is an example that performance can be outstanding and
an excellent reflection of Alaskan quality. Investing at home should be our finest investments and would
create potential long term loans for multi-family properties. Single family homes are not the only answer
to a housing shortage.

|f you agree that it's time to invest at home, please contact the Governor and your local legislator and ask
that change be made now.

a:\cccrwb.doc 2



CORFORKTEES

llomm*'Col MoW acijtf 5tEd anti S*ole cxjAlutfUa JAGVMTO% CERIVA 1-Jncio™y

January 15, 1996

The Honorable
Terry Martin
Alge 2 aStatg House O f Representatives

R0o 5 2,
Juneau, AK 9980L-1182
Dear MrA&rti

The last fhag ‘Tf of Alaska by James Michener descrrb%s the SE grvrenceo Fl}a to_ Seattle.
It's simple really, they control Alas asmone That ook rekindled a parochial fire in me to
change me thrr worl status ofAIaskans erng only a third eneratron Alaskan may. not be
muc comp%e to the heritage of some of your canstittents but it does establish how | view our
Alaskan problems and opportunities.

%busrness IS Iong term lending. | founded City Mortgage Corporation in 1981 and grew the
co ¥ to be theé dominant lender In Alaska in the one to four family residential” market,
P g 995, we enA oyed ov ra35o r(ket share statewide, In 1995, we Wwere the 52nd Iargest
Alaska based company asjudged by Alaska Business Magazine.
In 1990, | retrred rom, Cit Mort arI}e although. | still maintain control as Chairman and CEOQ.
In 1992, after examrnrn laska term” financl n% needs, | reactrvated m f}herf lf ank
holding company City ommerce Cor oratron {0 %rn commercial and multi amily lon
Lerm loans. W evust de IVerin a797/o rxed rate or 7.58% Ioatrn rate, 25 year amortization

|
10 year cal%% 9 nchorage loan from a major national bank. A $55 million loan Is
S0°In the wOrKs Tor a Fair anks Investor.

In January, we will close qver $2,000,000 in HUD 223F apartment loans. These are 35 ye
fully amo¥trzrnq i 7)8/0 fva rate and non recourse, We' 16 closed $5,000,000 In muItr5famC¥
and’ commercidl loans. in our rPensron program the Alaska Small Business Develooment Fun

Wgc%\{ﬁg closed a $1.7 million strip mall Tefinance for a village corporation - just to prove that

Although we_have succeeded rn bringin (n] in ca ital, we have a Iong wa to go to reestablish a
fluid mfarket in commercra .and apartmefit re state unrestrgte fin ncrn%alr oztGhnedO?aegka

Copy 0 Eortant pinion Pr eauthorea Robin atrvetf
e Bulders ASsociaon. it shoutd o in_ e apers statenfie ort Robin's article

oles ribes tge capital exclusion |oractrced b}é inyestm nt and pension_funds as well as Pa jonal
enders, and mentions our Small Business Fun as a solution. Qur Fund reconnects Alaska to
the national markets so that the financing.is supplied from Alaska, not Seattle or other money
centers. We're infomilng Investment advisors and state government leaders that Alaskans are
BOOd risks for “in state investments”. Mr. Alex Miller and™Mr. Sam Kito are assisting us in this

roject,

It rs critical to have le rslatrve su port for our attack on the housing crisis. | believe that we will
better ab e to ser our crens and gour constrtuents through local ownership and Alaska
and commercial rdrngnterS ur Small Business Fund

lﬂ%ﬂﬁlﬂg S a\}ar? fet?rror{]rghtor?thllgska not just In the ur%an c

305+ Office som 1 /Maaua 9952%1MO + Pfoon* 907-503*9603 +  907-563-6906
ITv




Jatary 15, 1996

Dan Fauske, Executtve Dnectoro Alaska Housing Finance Corporation also believes in Iong
term fmancm recluded from solvm the stateW| ea artmenﬁ(cnas since thei
ersonnel an ava|a e en mgJ were capP y he %?ature 1S unli ey In a time of
f%c ts, tat Dan can beef %sta scur entmul amily staff consists of one and one
0 andle the entire state. Dan and his staff, however, ha ewor ed with us to explain our

|n state |nvestment program as a cooperative effort between the ubltc and. private sectors 00
has aﬁreedf serve as a Performance An lyst for City Commerce and

solve th edpré)
the nd advise US 0n Securrtizing 1oans.

The location of a roPerty should not solely dictate its financi g faproject ﬁencns In Barrow
or K wethluk it S oud be manced on eq#al terms as those a ailaple in"Anchorage, Seattle or
Minneapolis - St. Pau Caﬂlta ex?usm |gone on too | % In Alaska. In fural reas, It
comes 0se t?]re linin eSma smess und provides flnancing ageess statewide, We
ﬁve proven t %% epenencetatAas an oan re ever blt as good as “outside” loans.
The next step, to ken with AHFC an te as Permanent Fund, is to increase avallable
funds, then pack a%e and se orsecuntlz e loans. T tsabusmessC|t Mort age an
have practiceq su ?essf ly for the | ast Ifteen years W|th stnge fam| 3/ ans, Salé of te oans
allow funds; establishing apermanent capital Source for Alaska commercial and

recl clin
multifamily ventures.

It |s much ea5|er to |nvest in virtually any venture outside AIaska than it is at home. Changln

the f |nanC| ventures changes that equation. As a Realtor and a mortgage banker, i
em%arrassment ogsee the r%n Aown state ofa our housing argggcommermal

roe smna
l)u”] nBs | ask you tojoin me in soﬁvmg this problem in 19%.

As Alaskans Vou and | have asi J)Ie choice, We can continue to wait (in atlmeofbud et cuts?
for the federa overnm nts to Solve our Crisis, orwe can solve It ourse es This rog m doe
not cost t tte of as a one thin dime. In a?t It earns a CPremmm rftte 0f return when
compared WI'[ other fixed rate investments. W|t |nancm readily available under reasonagle
ferms, we can, In a decade, solve a centun{ I|?rob em. “This 15°an exciting. challenge and |
hope you'lljoin me in accepting it. Let's talk soon. Thanks for your consideration.

With best regards,

raes M. Crawford
esident

Enclosure



It’s Time To Invest In Quality Alaskan Investments

By Robin E. Ward, Lpgislative Chair
Alaska State Home Builders Association

Alaskans need to understand where and how our state is investing its savings accounts. We are told that
our economy is boom and bust, that we do not pay our bills as well as others in the lower forty-eight and
therefore long term investment in Alaska should not be considered. Every state in the nation, except
Alaska, makes a point of investing in their local economies.

Alaska has thirty billion dollars in state held investment funds, not counting the billions of dollars held in
private or municipal pension funds. This money is controlled by “Outside” investment advisors who
unammouslz recommend against investing in Alaska. ~ Alaska Statute 37.13.120 states that the Alaska
Permanent Fund (APF) Board shall invest in ‘in-state investments' if the ‘in-state investments' arc
comparable in risk and yield. That is very clear Iangua(]].e. Shortly after adoption, an APF Resolution
was Issued to implement the statute. The resolution established minimum qualifications of 510,000,000
per investment and a population 0 200,000 people per community. How many urban or rural Alaskan
communities qualify?

Let's examine the ‘comparability of risk" issue. Housing is a hasic economic indicator in Alaska and in
the rest of the nation. We can compare risk by comparing housing investments in Alaska to housing
investments in other states. In the early seventies, investment advisors were adamantly opposed to
housing loans in Alaska. These advisors judged the Alaska economy to be unstable, and believed that
Alaska is prone to earthquakes. The Alaska Housing Finance Corporation (AHFC) stands as a successful
repudiation of thatjudgment by maintaining their AAA bond ratings. The truth is that Alaskans have and
will handle their debts responsibly, just as others do in other states.

Alaska does have an economic cYcle —as does every other state. 1f you compare ourjob growth, housing
appreciation, diversification and long term growth trends, we find that our economy is one of the strongest
in the nation and adds tremendous fiscal stability.

However, even with our stable econom){, investment advisors' recommendations for Alaskan funds do not
include “in-state investments”. The Alaska State emgloyees retirement system, PERS - TRS, is a good
example. Durmg a recent allocation of assets, the PERS - TRS Board discussed the subject of “in-state
investments” and rejected it. This is a seven billion dollar State fund with no active “in-state investment"
program and no Alaska resident investment advisor.

Not all investment advisors are anti-Alaskan. In recent years, four Alaskan investment advisoiy firms
have been registered with the SEC and handle millions of dollars for retired and employed Alaskans.
These local firms are well respected in the national community of investment advisors. Such proven
competent investment advisors as Dave Rose, Jane Cuddy, David Gottstein, Jim Crawford, Jack Diamond
and Bob Gillam are ﬂ_rmup_al_s in these Alaska hased SEC registered investment advisory firms.
Currently, none of the thirty billion dollars of state investment funds are handled by any of these Alaskan
advisors, but are instead controlled by outside firms.
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During Alaska's recession, national investors “red-lined” (red-lining means NO Loans In Alaska) our
state. Some still refuse to finance multi-family or income-producing properties because these loans are
too small by their standards or hecause “Alaska is too far away." Fannie Mae's apartment loans, for
example, start at 1,500,000 while most Alaskan apartments are valued between $500,000 to $1,000,000.

Multi-family income producing and commercial property owners in other states enjoy terms with up to
thirty year amortization and eight per cent or lower interest rates. Local property owners have had to
finance their Burchases at ane plus two percent to four ﬁercent (today that would be 10.5% to 12.5%),
and on pay back schedules of seven to ten years. That means less capital available for building
maintenance, higher rents and an affordable housing shortage. A direct result of this short term financing
over the last ten years is a deteriorating multi-family housing stock and very little construction of new
apartments. There is a new loan program to finance multi-family properties now available through HUD
called the 223(f) program, however, HUD has been targeted for a national overhaul and the future of this
program is uncertain.

The Alaskan apartment market is in severe shortage and is creating a current crisis for renters.
Towns like Juneau, Kodiak, Barrow, Bethel and Fairbanks all have dangerously low vacancy rates. Since
the late eighties Alaskan homeowners have enjoyed an increase In the value of their residential
investments. Income producin propertY owners have not been so lucky. When local lenders attempt to
bring long term capital to Alaska they frequently hear “If your own state retirement and investment
funds do not have enough faith in the Alaskan economy to invest at home, why should we?"

In a policy comi)_arison, the Washin?ton state pension system, through its State Investment Board, invests
some twenty billion dollars on behalf of state emplogees and retirees. Their allocation to real estate equity
and mortgage debt for the period 1994 through 1996 was 5%, or one billion two hundred and twenty-five
million dollars. Six hundred million dollars will be available for investment in 1996 alone! Quality
investment can be made in Alaska where it will be underwritten by local professionals and enjoy a
favorable return on investment,

For a growing and healthy economy in 1996, Alaska needs investment policies that are not exclusively
run by investment advisors who oppose Alaskan investment. “Buy Alaska” also means investing in
Alaska. Encouragingly, a few Alaska Taft Hartley funds, (funds associated with organized lahor), have
overridden the anti-Alaskan bias and invested in our local economy. The Alaska Laborers’ Emcﬁloyers’
Retirement Trust's (ALERT) Alaska investment is an example that performance can be outstanding and
an excellent reflection of Alaskan quality. Investing at home should be our finest investments and would
create potential long term loans for multi-family properties. Single family homes are not the only answer

to @ housing shortage.

|f you agree that it's time to invest at home, please contact the Governor and your local legislator and ask
that change be made now.
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Attachment B

SCHEDULE OF MORTGAGES

Page 2, Paragraph 6:

“Please provide a schedule showing the mortgages held by the TRS and PERSfunds as
ofJune 30, 1995. In addition to the value of the mortgage, please include the name, year
purchased and location of each property.

See the attached mortgage portfolio schedules.

Note: On the “Active Loans" category listings attached, no loan loss reserve is included.
For reference, the loan loss reserves, as of June 30, 1995, are shown below:

NBA TOTAL

FUND INDIVIDUAL RESERVE RESERVE
PERS: $ 997,00000 § 543028.63 S 1540,028.63
TRS: 1,057,000.00 913,619.46 1,970,619.46

Total Combined:  §2,054,00000 & 145664809  § 3510,648.09

% 2quest\IF2Tarb.Doc



ACTIVE LOANS

PUBLIC EMPLOYEES' RETIREMENT SYSTEM
As of June 30,1995

Principal Year
MME# ' Balance Location Purchased
0821119 $ 72,734.88 Kenai 07/79
C621049 45,363.62 Anchorage 12/80
2121031 117,815.07 Pennsylvania 02/85
2021012 150,005.26 Anchorage 02/81
4121094 27,181.92 Kentucky 03/82
0421002 469,706.58 Anchorage 09/78
1721164 94,076.40 Fairbanks 09/90
2421050 41,371.90 Anchorage 06/74
1521002 368,852.30 Anchorage 06/76
0821057 184,528.99 Anchorage 03/80
0821101 54,150.40 Anchorage 12178
0421008 163,964.66 Sitka 08/85
1721178 124,735.52 Anchorage 03/93
1721179 146,190.61 Anchorage 10/93
2021053 271,009.28 Anchorage 10/78
2424001 764,001.03 Dillingham 03/78
2021066 95,430.13  Unsecured Note 2= 08/93
0821018 4,215.65 Unsecured Note 3-  04/79
0821110 2.00 Unsecured Note «  03/79

I
Total PERS: I| s 3,195,336.20 |
I
I
1* The names on these accounts have been omitted on the advice of the
Attorney General's Office.

2- Balance of Chrapter 7 Bankruptcy liquidation.
I

3- To be written off - Uncollectible.
Collection doubtful in near term - Possible recovery of balance of

debt including accrued interest and costs totaling approximately:
$ 105,000.
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REO PROPERTIES

PUBLIC EMPLOYEES'" RETIREMENT SYSTEM
As of June 30,1995

Book Year Loan

Loan Name Balance Location Purchased Comment
Eubank, Wm. $ 58,584.65 Sandpoint 06/78
Cardin, F. - L4 53,554.45 North Pole 03/91 jHazardous W aste
Cardin, F. - L5 53,554.44 North Pole 03/91 IHazardous W aste
Cardin, F. - L6 53,554.46 North Pole 03/91 .Hazardous Waste
Kocurek, M. 20,000.00 Anchorage 09/90
Tovsen, Oliver 115,000.00 Anchorage 08/86
Chena Hot Springs 2.00 Chena 03/80
Hickel, Vernon 230,009.66 Anchorage 04/77
Holland, Jack 390,000.00 Anchorage 06/77
Milier, J& F 212,512.64 Fairbanks 04/77
Northgate Square 350,888.09 Fairbanks 08/84
Wise, Dennis 69,524.86 Fairbanks | 02/79 .Hazardous Waste
Sager Enterprises 50,847.71 Delta Junction 11/79 |Hazardous W aste
Porter/Weeks 424,659.57 Kotzebue | 02/77

Total PERS: |$ 2,082,692.53 ]

I
| | | !
Leaking underground storage tank - Phase Il completed - Remediation underway.
Leaking underground storage tank - Phase Il completed - Remediation underway.
New - Leaking storage tank - Phase Il remediation underway.
Leaking underground storage tank - Submersion well - Extensive remediation underway.

_U'I-wa\JH

Surface contamination - Floor drain contamination - Phase Il completed.
| | |
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PERFORMING JUDGMENTS

PUBLIC EMPLOYEES' RETIREMENT SYSTEM
As of June 30,1995

Book
MME # 1- Balance 2 Date of Judgment

0621015A $ 1,780.69 06/21/88
0621015C 3,228.05 06/21/88
0621185 787.47 11/10/90
06210158 4,073.20 06/16/92
0821127A 76,509.17 10/01/91
2921015A 23,449.93 10/28/88
1221001C 2,038.02 01/14/94
15210018 6,640.28 07/16/90
06210348 17,771.88 06/14/91
2021066A 28,821.27 02122194

L

Total PERS: $ 165,099.96 |

I
1. The names on these accounts have been omitted on the
advice of the Attorney General's Office.
| I
Negotiated dollar amount - May be different than the original

___judgment amount. I |
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NON-PERFORMING JUDGEMENTS

PUBLIC EMPLOYEES' RETIREMENT SYSTEM

As of June 30,1995

Name
Bennett, William
Olympic Inc.
Clay & Anderson
Cardin, F&B L#4
Cardin, F&B L#5
Cardin, F&B L#6
Anderson/Neville
Humphrey/Dinkins
Lewdon's Inc.
Guidry, Joseph (Mrs.)
DonnyBrook Supply
Littleton, Wayne
Guertin / Lambert
Miller, Francis
Porter / Weeks
Bicaci, Carlos
Sullivan/Geraty
Tovsen, Oliver & Mark
W.W. Wilson
May, Elizabeth
Lakeside Co.
Lakeside Co.

Date of
Judgment
06/16/92
12/14/89
07/20/87
10/12/94
10/12/94
10/12/94
05/25/90
01/08/90
05/07/91
01/22/91
06/14/91
05/29/92
11/01/91
08/01/89
12/15/94
01/29/93
12/17/93
05/23/93
09/01/91
07/14/93
03/26/91
08/23/90

Total Judgments-PERS:

Original Judgment

Amount

11,250.00
193,040.16
343,184.45

16,036.26

24,130.04

35,380.04
207,248.09

27,087.68
273,283.52

75,433.01
112,472.60
310,599.50

5,126.15

11,250.00

30,842.58

50,731.87

12,143.04
288,485.00

45,000.00

20,820.06
503,408.72
240,750.00

2,837,702.77

1. This amount reflects the full judgment, however, term settlements have
If the negotiated se ttlements, reflected in

been negotiated with debtor.

the performing judgments, are paid off as agreed these amounts will be

forgiven.



ACTIVE LOANS

TEACHERS" RETIREMENT SYSTEM
As of June 30,1995

I
Total TRS: 1§  3,292,198.81

Principal Year
MME# > Balance Location Purchased
0431036 $ 74,358.66 Anchorage 03/85
0431049 387,595.21 Anchorage 04/84
0431165 173,184.78 Anchorage 05/84
0431094 233,579.88 Anchorage 09/79
2431007 152,579.83 Anchorage 02/82
0431228 300,000.00 Hatcher Pass 04/91
2031026 52,621.84 Anchorage 07/89
0631058 63,212.68 Anchorage 10/76
0431014 469,706.58 Anchorage 09/78
0432003 14,489.64 Anchorage 04/70
0431045 54,141.60 Anchorage 10/76
0431136 167,533.53 | Wasilla 01/85
0431240 88,843.86 \ Bethel 01/93
0431241 275,683.81 |  Eagle River 12192
1131007 333,393.77 1 Juneau 02/83
2431104 411,499.92 |  Anchorage 06/84
3231005 39.773.22 | Kansas 01/84

|

i I I
L_The names on these accounts have been omitted on the advice of the
___Attorney General's Office.
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Loan Name
Curry, Lucille
Ebenbeck, R.
Holland, S. L3/4/5
Seair
Slaymaker/Duffin
Cole, Claudie
Gilfilian, Robert
Holland/Hofseth
Lethin Investments

Total TRS:

$

REO PROPERTIES

TEACHERS' RETIREMENT SYSTEM
As of June 30,1995

Book Year
Balance Location Purchased
67,500.00 Anchorage 02/93
2.00 Anchorage 02/86
96,308.61 Anchorage 09/84
93.28 Anchorage 05/78
221,358.01 Kenai 11/83
28,856.48 Kenai 07/78
105,000.00 Wasilla 02/85
390,000.00 Anchorage 06/77
225,637.41 Anchorage 09/77
1,134,755.79

1. Floor drain & surface contamination - Remediation underway.
2. Surface contamination - Remediation underway.

3. Leaking underground storage tank - Floor drain contamination - Buried

materials - Remediation underway.

LEGINQFS.XLS

Comment

Hazardous Waste
Hazardous Waste

Hazardous Waste

1-
e
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PERFORMING JUDGMENTS

TEACHERS" RETIREMENT SYSTEM
As of June 30,1995

Book
MME # I Balance 2I Date of Judgment

1631001C $ 3,470.62 05/08/89
16310018 6,854.56 05/08/89
0431058A 1,083.16 08/09/91
24311068 2,158.72 01/26/94
2431106A 8,698.50 08/03/90
0431213A 30,000.00 01/22/94
2431199A 65,450.30 06/13/90
0431185A 74,692.50 01/17/95
Total TRS: $ 192,408.36

I
1. The names on these accounts have been omitted on the
advice of the Attorney General's Office.
I i
Negotiated dollar amount - May be different than the original .
___judgment amount.

LEGINQFS.XLS



NON-PERFORMING JUDGMENTS

TEACHERS"RETIREMENT SYSTEM
As of June 30,1995

Date of Original Judgment
Name Judgment Amount
Duff/Kennedy/Pritchard 03/23/90 $ 123,304.76
Zimmerman, Gerald 07/21/92 28,371.11
Hrubes, A &S 10/01/92 30,000.00
Van Geystel, Albert 02/02/93 128,167.95
Gilfilian 10/04/93 296,049.27
Chappell/Imlach 11/18/88 157,823.55
Lomax, B 04/06/91 37,301.52
Poole / Kovacs 06/25/91 273,283.52
Miller, Richard 06/18/94 1.00
Lakeside Co. 03/26/91 1 503,408.72
Lakeside Co. 08/23/90 1 240,750.00
| |
Total Judgments -TRS: |S 1,818,461.40

| |
i
1. This amount reflects the full judgment, however, term settlements have
been negotiated with debtor. If the negotiated se‘ttlements, reflected in
the performing judgments, are paid off as agreed these amounts will be

forgiven. |
j
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Attachment C

REAL ESTATE EQUITY INVESTMENT
MANAGEMENT FEES

Page 2, Paragraph 8;

“Please prepare a schedule indicating the amounts paid during FY95 to all money
managers and investment managers. In addition, please indicate the name of the firm,
contact person, and location of the active office.

See attached fee schedule for Fiscal Year 1995.

% gqucst\P2Tar5;Doc



Schedule of Public Employees' and Teachers' Retirement System's
Real Estate Investment Management fees
for the 12 Month Period Ending June 30, 1995

Manager

Aetna Realty Investors, Inc.
Heitman/JMB Advisory
Corporation

JP Morgan Investment
Management, Inc.

Koll Investment Management
(Karsten /First Interstate
Fund 1)

Sentinel Real Estate
Corporation

XfjuestVPZParS.Doc

Fund

PERS TRS
$ 171,176 § 159,006

S 428,448 § 252,738

$ 96481 8 64316

$ 91841 § 39361

$ 619,109 § 29,2731

Contact Person

Thomas J. Anathan

Herbert W. Kuehnle

Earling Asheim

Tom Arai

David Weiner

Address

242 Trumbell Street
Hartford, CT 06156-9622

180 North LaSalle Street
Chicago, IL 60601-2886

522 Fifth Avenue at 44th Street
New York, NY 10036

4343 Von Karman Avenue
Newport Beach, CA 92660

666 5th Avenue
New York, NY 10103-2698



REAL ESTATE CONSULTANT FEES

Page 2, Paragraph 9:

"Please prepare a schedule indicating the amounts paid during FY95 to regular or
special consultants, auditors, and actuaries. In addition, please indicate the name of the
firm, contact person, and location of the active office. ™

See attached consultant fee schedule for fiscal year 1995,

fyquestFZPar5.Doc



Real Estate Consultant Fees Paid During Fiscal Year 1995

Name of Firm Contact Person Location of Active Office

The Townsend Group Kevin W. Lynch M.K. Ferguson Plaza
1500 West Third Street, Suite 410
Cleveland, OH 44113

Amount paid by PERS to the Townsend ~ § 31,962
Amount paid by TRS to the Townsend $ 31,692

'XfquestMPZParS.'Doc



REAL ESTATE TRAVEL INFORMATION

Page 2, Paragraph 10:

"Please provide a summary of amounts paid during FY95 for staff travel, destinations,
purpose of travel, dates oftravel, place of lodging, cost of lodging, business and personal
agendas during travel, summary of gratuities received, the name and sponsor of all
gratuities, and the source of funds for all travel related expendituresAdditionally,
please provide an explanationfor any deviation of travel itinerary outside of the business
destination.

See attached listing.

" It is assumed that the underlined issues would be handled with general statements
regarding all travel expenses.

XSquestMTZParf.'Doc
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City Com m erce
C ORPORATION

Commercial 3 onUd*, 3<rC and State of /Alaska Roistered Clnvuafwien* /Advisor, cERJ*S/A Fiduciary

January 31, 1996

The Honorable Terry Martin, Chair
Legislative Budget and Audit Comm ittee
Alaska State Legislature

P.0.Box 113200

Juneau, Alaska 99811-3200

Dear Representative M artin:

Thank you for your letter of January 25, 1996. You indicated thatmy letter was about
affordable housing. In asense, itwas. Privately owned apartmentrents are substantially
higher in your district and around the state then they need to be. Rents for commercial
buildings are higher than they need to bhe. Both are due to the lack ofaccess to national
capital markets. Our state is excluded from normal capital access by misperceptions of
oureconomy, by remoteness from the markets and by smaller loAn demand as compared
to other states. The crime, Terry, is thatour own state's investment funds participate in
and encourage this continued capital exclusion.

Privately owned apartment and commercial building financing need be not subsidized

norshould it be acosthburden to the State of Alaska. This is not financing for subsidized
ornon profit projects. This is financing for apartments in Mountain View thatwill allow
local people to recapture ownership oftheirneighborhoods. Surely you are aware of the
apartment crisis which isongoing throughout the state. It is caused by lack oflong term

financing.

We've documented that Alaskan investment is good quality investment. You and your
compatriots in the Legislature even passed AS 37.13.120 which directs the Alaska
Permanent Fund Corporation Board of Trustees to invest in 'in state’ investments if the
“in state' investmentis comparable in yield and risk. Our studies have proven the
comparability ofrisk and the comparability, indeed, the superiority ofyield. And yet
none ofthe funds are investing in Alaska. W hile | applaud the Permanent Fund's award
ofacontract to an Anchorage fund manager for S75 million, | must also pointout that a
fixed income investmentis a bond market investment which increases employment in
Chicago not Alaska.

CW «S..le305¢PciOfficeB */WKo-0jje, KlcUa 9952¢-1**6 mPUom: 907-563-9(503 « P ¢ 907-563-690-



You need not defend policies that provide for safe investment of the Alaska Permanent
Fund and the pension funds with me. When GovernorHammond appointed me to the
Investment Advisory Committee in 1978, we shaped the safe investment policies of the
Alaska Permanent Fund. | was and still remain unwavering in my demands for
protecting those funds from the kind ofwasteful programs practiced by the Alberta.
Heritage Foundation. As athird generation Alaskan with a fourth generation growing at
home, | have every reason to bejust as protective as yourselfregarding the investment
policies ofthe funds. On the safety factors, we certainly do agree.

Paternal protection, however, should not be used tojustify excluding Alaskan
investments which would be financed by virtually any other state's investment funds but
Alaska's. The Washington state employee pension fund, for example, (roughly the same
size asour Permanent Fund will finance about $500 m illion dollars in 1996, 44% o f it in
their home region. PERS and TRS are allowed to invest in Alaska - butsimply refuse.

Atyour hearing, let's find ourwhy a program thatworks in every other state's pension
funds and has been proven to work in Alaska is not practiced by funds financed by the
Alaskan taxpayers' money. | wantto hear the managers tell us why they feel that Alaska
apartments and commercial buildings should not be funded. Do they seriously feel that
Alaskan investment carries inordinate risk? Ifso and with your permission. | will
document how the Alaska apartment and commercial building markets outperform other
comparable markets like Los Angeles, Dallas or New York City where our funds do
invest. We have compared other states’ whole economies to Alaska'seconomy to prove
the risk com parability of Alaskan investment. And yet, even with this proof, which no
one denies, Alaskans are still being excluded from investing ourown funds athome, as
every other state does. Thatisjustsimply wrong.

A safe and secure investment program can be managed by the private sector within a
contextofcautious investments and in fulfillment ofthe fiduciary responsibilities of
trustees o f the funds. We have presented such aprogram, the Alaska Small Business
Development Fund, to the funds which would safely provide access to the national
capital markets by packaging small Alaskan loans and pooling them with loans from
other states to sell into the secondary market. As an SEC registered Investment Advisor,
we have suggested a format thatis virtually identical to the methods the funds use to
invest in the stock, bond and “outside” real estate markets. Alaska Housing Finance
Corporation has even agreed to be a Performance Analystto both the Permanent Fund
and City Commerce Corporation to facilitate the program.



The PermanentFunlJ'slocal investments which you mentioned in your letter are
acknowledged. Yes, they did participate some years ago in the Frontier Building which
is primarily leased to the State o fAlaska, /aid, yes, they did invest in the Goldbelt office
building in which they are the primary occupants. And, yes, they did buy Commissioner
Lloyd Hames' shopping center in Ketchikan during the Hickel Administration. The
conclusion then is that if you are the state or the Permanent Fund, your project in Alaska
can be funded? There are private sector investments in Alaska just as attractive as those
made to facilitate sta'e related activities.

Every other state in the nation manages their pension and investment funds in such away
that they help the local economy, not hurtit. When | travel and bring back markets for
Alaskans, | hear, ifyourown state's pension funds exclude Alaskan investment, why
should our pension fund (or savings and loan or bank or W all Street dealer) invest there?

Rather than defending the status quo ofabsolute control ofthese investment funds by
“outside” Investment Advisors, (funding Seattle's ability to compete against your
constituents' businesses), | would think you would want to foster a safe investment
program which would grow the independence and success ofour local businesses,
Defending bureaucratic inaction strengthens the competition against your constituents’
businesses. You have always been a strong supporterofdie local small business
community, as | have been.

W ith regard to Alaskan investment, you have a clear choice: to support continued
bureaucratic inaction and excuses about why investment in Alaska iswrong or support a
proven in state investment program which makes a premium rate ofreturn for the funds
and doesn'tcost the state a dime to manage. The program is funded by the origination
receipts and still provides a premium rate ofreturn to the funds.

Alaskan pay their bills every bit as well those who reside outside. Yes, we had a
recession. So has every other state in the nation. The Alaskan economy is a cyclical
economy. And so is every other states’ economy. There isno reason to exclude quality
Alaskan investment. Protection ofthe status quo delights those who currently controlour
money. They get to use itto fuel theireconomies instead ofours but thatis not
appropriate public policy for Alaska.

Perhaps itis parochial to suggest that Alaskan investmentcan be ofgood quality but 'l
take that risk. My companies have provided hundreds o f millions ofdollars of
investment all over our state. Ourinvestment experience has been good and we continue
to investover $1,000,000 per day in Alaska'seconomy. | believe that Alaskans should
invest theirmoney at home as | have done. Even state pension funds, Terry, should
investour money athome.



Diversity of investment? O fcourse. A balanced investment portfolio? Yes. Competent
and accountable Investment Advisors? Definitely. We back ourprogram with a
51,000,000 errors and omission policy which is pretty tough to get. We accept full
fiduciary responsibility for our actions. But, we have chosen to make a market in
financing Alaskan apartments and commercial properties since others have excluded
them. Your constituents need your support for this program notyour defense ofthe
bureaucratic blockage of Alaskan investment.

| look forward to furthering our discussion personally before your panel in Juneau on

February 7, 1996 at4:15 PM. The investment policies ofthe state's investment and
retirement funds can be a vital partofahealthy economy in Alaska for 1996.

President



LEGISLATIVE BUDGET AND AUDIT COMMITTEE
Division of Legislative Finance

P.O. Box 113200
Juneau, AK 99811-3200
(907) 465-3795

FAX (907) 463-48S5

January 25, 1996

Mr. James M. Crawford
President _
City Commerce Corporation

P.0. Box 241446
Anchorage, A(99524-1446
Dear Mr. Crawford:

Thank you for your recent letter expressing concern about the financing of
affordable housing in Alaska. Your letter and the enclosed article by Robin
Ward are thought provoking, and many pertinent points are made. The
Legislative Budget and Audit Committee will be meeting jointly with the
House Finance Subcommittee for the Department of Revenue in the House
Finance Committee room in Juneau's Capitol Building on February Tth at
4:30 pm. The meeting has been scheduled to examine the investment
strategies and performance of the Permanent Fund and the three major state
retirement funds. Your letter and the attachment, as well as this response,
will be provided to the participants of that meeting.

The state of Alaska has subsidized affordable housinq for iis residents in the
amount of approximately $1 billion through the Alaska Housing Finance
Corporation. This level of assistance is higher than any other state in the
country. It is my view that any additional funds for housing should be
supplied by the private sector.

| feel | must come to the defense of the investment funds for which | have
oversight as chairman of the Legislative Budget and Audit Committee.
Although | will mostly speak to the Permanent Fund, | feel that the state's
three major investment funds are similarly positioned. The most important
investment anl of the Permanent Fund ‘is to protect the principal of the
Fund. The Fund's investment strategy is aimed first at this important goal,
and then at creating income from its investments to provide for dividends,
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and at facilitating long-term growth of the Fund. Althou?h Permanent Fund
principal investments in Alaska are limited, hundreds of millions of dollars
In dividends are put into the hands of Alaska consumers every year. | am
sure much of that money finds its way into local financial institutions to be
used to finance housing and in many other ways which benefit Alaska’s

economy.

The Supplemental Benefits System (SSBS) Fund may invest up to 20 percent of
its portfolio in mortgages, but no direct investment in real estate is allowed.
The Public Employees Retirement System (PERS) Fund and the Teachers
Retirement System (TRS) Fund are allowed up to 5 percent investment in
real estate, and a moderate amount of investment in mort?age instruments.
The Permanent Fund may invest up to\$ percent of its portfolio in real estate
and 15 percent in mortgages, and in fact, the Fund has several real estate
investments in Alaska. The Fund owns 40 percent of the C-oldbelt office
building in Juneau, and it holds participating mortgages in both the Frontier
office building in Anchorage, and in Plaza Port West, a shopping center in
Ketchikan. In addition, the Permanent Fund has a spemaIPro ram called the
Alaska Certificates of Deposit program, which makes funds available to
Alaska banks at market rates of return. You might also be interested to know
that the Permanent Fund recently contracted with the Alaska Permanent
Capital Management Com_Fany in Anchorage (of which Dave Rose is a
principal) to manage $75 million of its funds.

Yes, the Permanent Fund Corp and the State Pension Investment Board are
cautious about their investments, but they are fulfilling their mandates and
helping Alaska's economy in many ways. These funds can't be everything to
every citizen. Let us not fogget the lessons learned from the Alberta Heritage
Foundation, which invested heavily in the Alberta economy and suffered
great losses from such action.

Again, | thank you for ;our concern. Please feel free to contact me again, and
to attend the February 7th Legislative Budget and Audit Committee Meeting.

Sincerely,

Rep. Terry'Martin, Chair _
Legislative Budget & Audit Committee
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New state loan program could
bring more apartments to luneau

By Larry Persily
Staffwriter, The Paper

A new state loan program could
help ease Juneau's rental housing
shortage, and banks say they're
eager to start work after almost two
years of waiting for the financing
option.

The Alaska Housing Finance
Corp.’s new mullifamily-housing
program probably will start accept-
ing loan applications by April I, said
Paul Kapansky, mortgage projects
officer for the Anchorage-based state
agency.

Apartment buildings and other
multifamily developments of at leust
five units will be eligible for the
program.

The state will cover up to 80
percent of the mortgage, with banks
taking the remaining 20 percent. The
state’s portion of the loan will be at
30 years at a fixed interest rale,
currently about 8/5 percent,
Kapansky said.

Such long-term, fixed-rale
financing has been impossible to get
for mullifamily projects. Banks have
limited their commercial real estate
loans to 10- to 15-year terms,
usually at floating interest rates with
20 percent to 25 percent down.

At those terms, developers have to
put up a lot of cash — and rents
generally can’t cover the large
mortgage payments on such short-
term loans.

The lack of long-term financing
has blocked construciion of new
rental housing across the state, even
in Juneau with its strong demand for
more units. It also has hurl the sale
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of existing units, especially those
needing repairs.

Existing state and federal long-
term financing covers single-family
homes through fourplexes,
Kapansky said. But at five units and
above, life was tough for developers.

“I've been working on this project
for two years,” said Jan Sieberts,
senior vice president for commercial
real estate lending at the National
Bank of Alaska in Anchorage. "I
think there is a real need."

Win Cruening, senior vice
president for Key Bank in Juneau,
was even more effusive in his praise.
“It would be a godsend.

“ It was very difficult to find (long-
tcerni) financing," Grucning said.

In Juneau, Grucning expects some
people will look at using the new
AHFC program in conjunction with
city-borough no-intercst loans for
legislative and affordable housing.

Gruening said he already has
looked at three mullifamily-housing
loan applications in the past month,
spurred by the city’s new programs.

The city-borough assembly has
allocated $500,000 each for a
legislative housing loan fund and an
affordable housing loan program.
Proposals were due this week, said
Steve Gilbertson, city lands and
resources manager.

Under the city program, develop-
ers would owe no payments for 10
years. Supporters hope the city's no-
interest money will help make new
construction more affordable in
town.

Even with the city money, the
missing link has been long-term

mortgages. "We've been pushing lor
that for a long time,” Gilbertson
said.

Though AHFC has not yet
approved final guidelines for the
program, Kapansky expects the OK
within days.

"We're in the process of soliciting
applications,” Sieberts said.

AIlIFC has offered multifamily
loans since 1912 but there has been
minimal interest in the program,
which requires owners to set aside at
least 20 percent of the units for low-
and modcrate-income tenants.

“Some of the resistance to the
program was maintaining those set-
asides,” Kapansky said. About 20
loans have been issued under the
program statewide, he said.

The new program has no require-
ments for low- or moderate-incomc
tenants. Development of the
program started almost two years
ago at the request of banks,
Kapansky said.

Drafting regulations, setting up
loan criteria, gauging loan demand
and holding public hearings con-
sumed a lot of time, he said.

The program will not cover
construction financing; developers
still will have to get that through
private lenders. The Al IFC mort-
gages will kick in after construction
is completed. The program also will
cover the purchase of existing rental
units, with money for remodeling —
up to 25 percent of the purchase
price — Kapansky said.

Refinancing of existing mortgages
also will be covered under the
program, he said.
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NEA-ALASKA POSITION
STATEMENT - CSHB 345 (L&C)

CSHB 345 (L&C) encumbers the Alaska State Pension Investment Board's
discretion in selecting brokerage and investment services and furthermore,
places an inferred value on in*state investments.

Members of the state's retirement system have placed their trust in the State of
Alaska to insure that these systems meet the economic security needs of
retirees and the objectives of the respective retirement systems.

The investment strategies and brokerage firms utilized by the state's retirement
systems have successfully added record returns and earnings to our retirement
systems. Our retirement laws favoring a defined benefit employee program is a
desirable social policy. The Alaska State Pension Investment Board's work to
apply the prudent investor rule has made our retirement systems the envy of
many other states.

The fiscal strength and stability of the pension systems results when the Board
can function and make investment decisions based on investments that achieve
the best rate of return for the least amount of risk.

What is accomplished by requiring this state's or any state's investment
services to be singled out for preference? What is accomplished by requiring
that in-state investments be explicitly referred for investment?

The Board is empowered to make fiduciary decisions based on what's best for
the retirement systems and the members of those systems. If Alaska services
are best, the Board can retain them. If Washington services are best, the Board
can retain them.

We would expect the Board to freely use its discretion to make fiduciary
decisions using prudence and responsibility. We believe that the Board's primary
responsibility is invest the members' retirement funds with the purpose of
earning the best returns for the members in free market. We do not want the
Board to make decisions based on the location of the investment service but on
the expertise that service offers our retirement systems.

Don't compromise the rule of the prudent investor. Allow the system to
continue to make judgments free of this encumbrance - vote against CSHB 345.

April 17, 1996
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CS FOR HOUSE BILL NO. 345(STA)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE HOUSE STATE AFFAIRS COMMITTEE

Offered: 3/27/96
Referred: Labor and Commerce, Finance

Sponsor(s): REPRESENTATIVES FOSTER, Ivan

A BILL
FOR AN ACT ENTITLED
"An Act relating to the procurement of investment and brokerage services by

the Alaska State Pension Investment Board.”
BE IT ENACTED BY HIE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS AND PURPOSE, (a) The legislature finds that

(1) the existence of a strong and healthy free enterprise system is directly

6related to the well-being and competitive strength of businesses in the state and to the

7
8
9
10
11
12
13
14

opportunity for businesses in the state to grow and expand;

(2) the state needs to examine its purchasing practices in order to ensure that
state agencies support businesses in the state by making every reasonahle effort to identify
services available in the state and to foster bidding by local and resident businesses.

(b) The legislature declares that the purpose of this Act is to foster a procurement
process where businesses in the state obtain a fair proportion of the state's total procurement

contracts.

* Sec. 2. AS 37.10.220(a) is amended to read:

HB0345b -1- CSHB 345(STA)
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NEA-ALASKA POSITION
STATEMENT - CSHB. 345 (L&C1

CSHB 345 (L&C) encumbers the Alaska State Pension Investment Board's
discretion in selecting brokerage and investment services and furthermore,
places an inferred value on in-state investments.

Members of the state's retirement system have placed their trust in the State of
Alaska to insure that these systems meet the economic security needs of
fetirees and the objectives of the respective retirement systems.

The investment strategies and brokerage firms utilized by the state's retirement
systems have successfully added record returns and earnings to our retirement
systems. Our retirement laws favoring a defined benefit employee program is a
desirable social policy. The Alaska State Pension Investment Board's work to
apply the prudent investor rule has made our retirement systems the envy of
many other states.

The fiscal strength and stability of the pension systems results when the Board
can function and make investment decisions based on investments that achieve
the best rate of return for the least amount of risk.

What is accomplished by requiring this state's or any state's investment
services to be singled out for preference? What is accomplished by requiring
that in-state investments be explicitly referred for investment?

The Board is empowered to make fiduciary decisions based on what's best for
the retirement systems and the members of those systems. If Alaska services
are best, the Board can retain them. If Washington services are best, the Board
can retain them.

We would expect the Board to freely use its discretion to make fiduciary
decisions using prudence and responsibility. We believe that the Board's primary
responsibility is invest the members' retirement funds with the purpose of
earning the best returns for the members in free market. We do not want the
Board to make decisions based on the location of the investment service but on
the expertise that service offers our retirement systems.

Don't compromise the rule of the prudent investor. Allow the system to
continue to make judgments free of this encumbrance - vote against CSHB 345.

April 17, 1996
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April 15 196
Ta KXHE TARBRANDCOMIRE CIMUITHEE
R HB 518

I an. a Flat Rate Autonotive Technician and a registered voter iIn the State
of Alaska, 1 support HB 518. This will allow me the flexibility to work
extra hours as I ieel the need. If HB 518 is not approved 1 an limited to 8
hours a day without the flexibility that my counterparts outside the state
enjoy. Please help eliminate this potential limitation to my income by
supporting HB 5.18,

Chris Jackson
Automotive Technician
Juneau, AK.
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CS FOR HOUSE BILL NO. 345(STA)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY THE HOUSE STATE AFFAIRS COMMITTEE

Offered: 3/27/96
Referred: Labor and Commerce, Finance

Sponsor(s): REPRESENTATIVES FOSTER, Ivan

A BILL
FOR AN ACT ENTITLED
“An Act relating to the procurement of investment and brokerage services by

the Alaska State Pension Investment Board."
BEIT ENACTED BY THE LEGISLATURE OFTHESTATE OFALASKA:

* Section I. LEGISLATIVE FINDINGS AND PURPOSE,(a)The legislature finds that

(1) the existence of a strong and healthy free enterprise system is directly

related to the well-being and competitive strength of businesses in the state and to the
opportunity for businesses in the state to grow and expand;

(2) the state needs to examine its purchasing practices in order to ensure that
state agencies support businesses in the state by making every reasonable effort to identify
services available in the state and to foster bidding by local and resident businesses.

(b) The legislature declares that the purpose of this Act is to foster a procurement
process where businesses in the state obtain a fair proportion of the state's total procurement
contracts.

*Sec. 2. AS 37.10.220(a) is amended to read:

11110345b -1- CSHB 345(STA)

New Text Underlined IDELETED TEXT BRACKETED]



(a) The board shall

(1) hold regular and special meetings at the call of the chair or of at
least four members;

(2) establish investment policies for the funds for which it is
responsible after reviewing recommendations from the investmentadvisory council and
the Department of Revenue;

(3)  submit long-range and quarterly investment reports lo the
Legislative Budget and Audit Committee;

(4) report to the governor and employers participating in the retirement
systems by the first day of each regular legislative session concerning the investment
of funds for which the board is responsible, including financial and investment policies
established by the board, and enclose a summary of the most recent performance
evaluations of the funds managed by the board; the board shall notify the legislature
that the report is available;

(5) contract with external performance evaluators to review »he
performance of each fund for which the board is responsible and report each year on
the fund’'s condition to the board of trustees and to the other appropriate boards;

(6) engage independent certified public accountants to perform an
annual audit of each of the funds for which the board is responsible and to report to
the board with the results of the audit;

(7) review the actuarial earnings assumption for each fund for which
the board is responsible every two years and report its findings and recommendations
to the appropriate board or agency;

(8) after reviewing the recommendations from the Department of
Revenue and the advisory council, select and retain the external investment managers
and custodians for the funds managed by the board;

(9) develop an annual operating budget plan and present it to the
Department of Revenue and the office of management and budget; the board shall

notify the legislature that the plan is available;

(10) increase the board's utilization of brokerage and investment
services provided hv persons located in the state to a level up to Seven percent of

CSHB 345(STA) -2- HB0345b
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the investment services that the board procures by contract, and seven percent of
the brokerage services utilized by the hoard or its desimiee. unless the hoard
makes a written finding that the hoard is unable to meet this jioal because there
isan insufficient number at'persons with the requisite skill in the state to perform

the investment or brokerage services.

111(03451) 3- CSHB 345(STA)

New Text Underlined /DELETED TEXT BRACKETED]



Sponsor Statement
Representative Richard Foster

HB 345, An Act Relating to the Procurement of Investment and
Brokerage Services by the Alaska State Pension Investment Board.

House Bill 345 simply requires that the Alaska Pension Investment
Board "increase the Qtilization of brokerage and investment services
Prowded by persons located in the state t0 at least seven percent of
he brokerage services procured by the board." Additionally, there is
a provisionto allow the board to “ope oUt Uupon a written finding
that the seven percent goal is unattainable.

In support of the bill, | would merely reiterate the findings section of
the legislation wherein the case is made for a healthy, competitive
private sector; the need to review state procurement practices and
support a local procurement process; and most importantly, the need
for all state agencies and state resources to be directed toward
improving the statewide economy.

For the record, it is not the intent of the sponsor to jeopardize in any
way the integrity of these investment funds.
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130 Seward Street, Suite 409
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MEMORANDUM July 26, 1995
SUBJECT: Sectional Summary ofHB 3 16, (Regulation oftelecommunications
utilities)
TO: Representative Carl Moses

Attn: Tim Benintendi

FROM: TeresaB. Cramen”j&jQ ™/
Legislative Counsel

You have requested a sectional summary ofthe above-described bill.

As apreliminary matter, note that a section il summary ofa bill should not be considered an
authoritative interpretation ofthe bill and the bill itselfis the best statement ofits contents.
[f you would like an interpretation of the bill as it may apply to a particular set of
circumstances, piease advise.

Section 1 sets out the bill's short title: "Telecommunications Regulatory Reform Act of
1995

Sec. 2 makes legislative findings concerning telecommunications service and the regulation
oftelecommunications utilities.

Sec. 3 directs the communications carrier section ofthe .Alaska Public Utilities Commission
(APUC) to bean advocate and to provide support for just and reasonahle rates. The exiting
standard directs the commission to advocate and provide support for the lowest practicable
rate.

Sec. 4 requires, in the case ofa formal orderconcerning a telecommunications utility, that the
commission include conclusions oflaw with the order. There isno current requirement for
conclusions oflaw.

Sec. 5 requires that in publishing orders concerning telecommunications utility cost and
marketing information, the .APUC shall comply with AS 42.05.671(c). As this hill section is
drafted, it requires that the APUC take into account written objects to the public disclosure
ofinformation contained in a record before deciding whether the information he disclosed.
However, in looking at the information provided with the drafting request, the statutory
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reference in the bill section appears to be a mistake. The reference should be drafted to
require compliance with subsection (e), which is added by bill section 21 and which requires
that certain information to be kept confidential. You may wish to suggest an amendment to
correct this drafting error, should the bill be heard in committee next session. Alternatively,

you could request that a sponsor substitute oe prepared.

Sec. 6 permits telecommunications utilities to offer new services on a trial hasis to selected
customers without violating the prohibition contained in the existing statute against making
unreasonable preferences among the utility's customers.

Sec. 7 permits telecommunications utilities to offer a discounted service or reduced rate for
telecommunications services to schools, universities, libraries, and other public institutional
communicadons users. However, the APUC may not require a telecommunications utility to
offer a discounted service or reduced rate.

Sec. 8 permits a telecommunications utility to reftise another utility the use of the
telecommunicadons utility's facilities (including poles, pole lines, and the like) if the use will
result in injury to the owner o fthe facility or detriment to the service to the customers o fthe

owners.

Sec. 9 permits a telecommunications utility to refuse another utility to make a connection or
furnish a service if the connection or provision o fservices will result in injury to the owner
or other users of the facilities or in detriment to the service provided. The hill section also
provides that in the case oftelecommunications utilities, if modifications or additions are
necessary to permitjoint use of facilities, the extra expense will be the responsibility of the
entity requesting use o fthe facilities.

Sec. 10 makes the new subsection added by bill section 11 an exception to the requirement
concerning joint use of facilities.

Sec. 11 limits when the APUC mustrequire a telecommunications udlity to permit the joint
use or connection o ffacilities only ifthe APUC finds thatthe use or connection will not result
ininjury to the owner udlity or its customers, or in detriment to the services furnished by the
owner utility or in the creation of safety hazards. Under existing law, the commission is
required to permit ajoint use unless iffinds that the joint use will result in substantial injury
or substantial detriment to the services.

Sec, 12 exempts special contracts concerning a telecommunications service that is subject to
competition from the requirement that public utilities file com plete tariffs with the APUC.
However, the APUC may request that a telecommunications utility file a special contract, in
which case the utility is required to do so.

Note that hill sec. 22 clefines “service subject to competition” and bill ses. 13- 15, 17, 18
and 21 set out provisions that apply to telecommunications Services subject competition.
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reference in the bill section appears to be a mistake. The reference should be drafted to
tequire compliance with subsection (e), wluch is added by bill section 21 and which requires
that certain information to be Lcptconfidential, You may wish to suggest an amendment to
correct this drafting error, should the bill be heard in committee next session. Alternatively,
you could request thata sponsor substitute be prepared.

Sec. 6 permits telecommunications utilities to offer new services on a trial basis to selected
customerswithout violating the prohibition contained in the existing statute against making
unreasonable preferencesamong the utility's customers.

Sec. 7 permits telecommunications utilities to offer a discounted sendee or reduced rate for
telecommunications services to schools, universities, libraries, and other public institutional
communications users. However, the APUC may not requite a telecommunications utility to
offera discounted service or reduced rate.

Sec. 8 permits a telecommunications utility to reftise another utility the use of the
telecommunications utility's facilities (including poles, pole lines, and the like) if the use will
result ininjury to the ownero fthe facility or detriment to the service to the customers o f the
owners.

Sec. 9 permitsatelecommunications utility to reftise another utility to make a connection or
furnish a service ifthe connection or provision ofservices will result in injury to the owner
orotherusersofthe facilities or in detriment to the service provided. The hill section also
provides that in the case oftelecommunications utilities, if modifications or additions are
necessary to permitjoint use o ffacilities, the extra expense will be the responsibility ofthe
entity requesting use o fthe facilities.

See. 10.makes the new subsection added by bill sectior 11 an exception to the requirement
concerningjoint use o ffacilities.

Sec. 11 limitswhen the APUC mustrequire a telecommunications utility to permit thejoint

use orconnection o ffacilitiesonly ifthe APUC finds tliat the use or connection will not result

ininjury to the ownerutility orits customers, or in detriment to the services furnished by the

owner utility or in tire creation o fsafety hazards. Under existing law, the commission is

required to permitajointuse unless iffinds thatthejoint use will result in substantial irjuy
or substantial detriment to the services.

SCC.-12 exempts special contracts concerning a telecommunications service that is subject to
competition from the requirement that public utilities file com plete tariffs with the APUC.
However, the APUC mayrequest that atelecommunications utility file a special contract, in
which case the utility is requited to do so.

Note that bill sec. 22 defines "service subject to competition™ and bill secs. 13 - 15,17, 18,
and 21 set out provisions that apply to telecommunications services subject competition.
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Sec. 13 setsout four instances in which a telecommunications utility may offer services or
waive charges without violating provisions against providing unreasonable preferences or

advantages to customers.

Secs. 14 and 15 exceptstelecommunications services subject to competition from the general
procedures and requirements concerning establishing new and revised rates, charges, rules,
regulations, conditions ofservices, and practices. Telecommunications services subject to
competition must comply with procedures and requirements set out in a new section added

by bill sec. 15.

Sec. 16 prohibits the APUC from extending the period ofsuspension ofa telecommunications
utility's tariff filing from the statutory six-month maximum. The bill section also makes a
change to reflect the new provisions 0 fAS 42.05.426, enacted in bill section 17.

Sec. 17 permits a telecommunications utility to request the APUC to declare that a
telecommunication service is a service subject to competition. [fthe commission does not act
within 3C days ofreceipt of the filing making the request, the request is considered to be

granted.

Under subsection (c), when a telecommunications utility offers a new service offering or a
service offering subject to competition, the APUC has six months in which to determine
whether the service offering isjust and reasonable and ifit fails to act within the six months,
the terms and conditions are considered to bejust and reasonable.

Undersubsection (d), a telecommunications utility may request that a service that is subject
to competition be treated as a deregulated service, no longer subject to the jurisdiction ofthe
APUC. (The determination that a service is deregulated does not affect the status of the
utility itselfas a regulated or unregulated utility.) The commission has 60 days after receipt
ofthe request to eitheracceptor reject the filing. Ifthe commission does not act within that

amount o ftime, the filing takes effect.

Sec. 18 describes a just and reasonable rate for a new service or a service subject to
competition as a rate ac or above the incremental cost ofproviding the service. If a utility
charges less than that, the APUC must require the utility to show cause why it should not be
penalized for charging less than the incremental rate. If the APUC does not make its rate
findings within six months after the rates are filed, the rates are considered to be just and

reasonable.

Note that the caf_)tion to this section should read "NEW OR COMPETITIVE [not
"competition'] TELECOMMUNICATIONS SERVICES."

Sec. 19 requires the APUC to presume, when valuing the property ofa telecommunications
utility, that if property has been included in rates fort he utility the property continues to be
allowable for rate-making purposes.
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Sec. 20 requires the APUC to presume, when determining depreciation rates for
telecommunications utilities, that the rates and methodologies accepted by the Federal

Communications Commission are reasonable.

Sfig.-— m- makes confidential the cost and marketing information associated with new

telecommunications services or telecommunications services subject to competition.

Sec. 22 defines "service subject to competition."

TBC:glc
95-373.glc
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Sec, 20 requires the APUC to presume, when determining depreciation rates for

telecommunications utilities, that the rates and methodologies accepted by the Federal
Communications Comm ission are reasonable.

Sgc,3J. makes confidential the cost and marketing information associated with new
telecommunications services or telecommunications services subject to com petition.

Sec. 22 defines "service subject to competition.”
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To:
Representative Pete Kott

Phoue: 694-8944
Fix phone: 6.94-8945
REMARKS: Q Urgent O  For your review O

FAX NO 9074634885

TIVEFINAMCE

pate:  August 2§, 1995

Number of pages including cover sheet:

From:

Robin Woodsmith

Phone; 465-3795
Faxphone: 463-4885
Reply ASAP D Please commerit

Q7

The rttached fiscal uote for HB 346 is for your information. | received it Friday and noticed in
BASIS there was a hearing scheduled for this Bill ou August 30.

P. 01
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FISCAL NOTE

STATE 0P ALASKA
J995 LEGISLATIVE SESSION

Revision Date; Aunust24,1995

Title: Relating to regulation of telecommunications utilities
Sponsor Rep. Mosea
Requestor. Rep. Moses

Expenditures/Revenues
OPERATING EXPENDITURES
PERSONAL SERVICES
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND &STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING

FY 97
337.1
6.5
95.0
7.3
31

449.0

CAPITAL" (PENDITURES 1

CHANGE IN REVENUES 449.0

FUND SOURCE
1002 Federal Receipts |
1003 GF Match

1004 General Fund

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL

449.0

449.0
Estimate of any current Y€al' (FY 96) co3t: S

POSITIONS
FULL-TIME
PART-TIME
TEMPORARY

Ndn

IANALYSIS: (Attach a separate page if necessary)
Please see attached analysis.

Prepared by.
Division:

FY 98
337.1
42,

4.8
2.0

340.1

348.1

349.1

348.1

Robert A. Lohr. Executive Director
Alaska Public Utilities Commission

BDJLNO.HB 346

Department: Commerce and Economic Development

BRU: AK Public Utilities Commission
Component: AK Puhllc Utilities Commission

Phone: 276-6222
Dale: 3/23/35

Approved by Commissioner William L. Hensley 4~}{CA. M*

Agency:

Commerce and Economic Deyefopmcnl
PREPARER TO PROVIDE ALL DESTRIBUTfON COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

Dale: S/Im/

For further distribution information, call the Governor's Legislative Office

Page | ol 1

COMPONENT ser1AL NO- 34
(Thousands of Dollars)
FY 99 FY 00 FY 01 FY 02
282.8 282.8 202.8 2B2.8
4.2 4.2 4.2 4.2
4B 4.8 4.0 4.8
2.0 2.0 2.0~ 20
293.8 293.8 293.8 293.8
1 t |
293.8 203.8 2938 293.8 |
(Thousands of Dollara)
|
|
|
293.8 293.8 293.8 293.8
|
J
293.8 293j8 293.8 293.8
4 4 4 4
2 2 2 2
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AHADTSXSJ (continued)

WORXFIHBBT TO SUPPORT FISCAL BOTH TO HB346

FT 96 COST

Poraopal Sarvjgaa

utility Tariff Analyst Il, Range 17
Fringe Benefits

Subtotal Utility Tariff Analyst
Total Utility Tariff Analyst

Common Carrier Specialist, Range 22
Fringe Benefits

Subtotal common Carrier Specialist
Total Common Carrier Specialist

Hearing Examiner or Aosistant Attorney
General acoigned to Commissioners,
Range 24

Subtotal Hearing Examiner
Fringe Benefits
Total Hearing Examiner
Econom' t 11,. Range 20
ringe Bonefitc

Total Economist 11

FAX NO 9074634885
AK PUB UTIL COW COMERCE

hoie
BILL HO.
5 39,048
1S,2£9
s 54,337
x 1.5
$ 01,50S
$ 54,924
S 74,569
-x.o h.a
$ 74,569
$ 61,008
H 1S.
$ 30,504
13-r513
$ 44,017
5 48,060
17.929
S 65,989

HB 346
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