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N C R E I F  C L A S S I C  P R O P E R T Y  IN D E X

ANNUAL PERFORMANCE
YEARS ENDING JUNE 30. 1995

19B3 1984 19B5 1986 1987 1988 1989 1990 1991 1992 1993 1994 1955

TOTAL

Income B.O't 7.42 7.44 7.49 7.08 7.06 6.91 6.61 6.84 7.29 8.13 8.93 9.34
Capital 1.19 7.79 3.05 1.49 •2 . 1 0 •0 . 0 2 ■0.05 •0.80 -7.67 -13.38 -1 1 .0 0 •4.55 -1.30
Total 9.31 15.63 10.65 9.06 4.86 7.03 6 .8 6 5.76 -1 .2 2 ■6.83 •3.55 4.08 7.95

S&P 500

Total 61.03 -4.70 30.75 35.43 25.09 -7.10 20.40 16.32 7.39 13.47 13.59 1.33 26.11

LEHMAN G/C

Total 29.12 1.77 28.70 2 0 .6 6 4.68 7.48 12.34 7.10 10 23 14.17 13.15 •1.45 12.77

T-BILLS

Total 9.46 9.45 9.24 6.90 5.74 6.06 8.23 8 .2 1 6.93 4.65 3.13 3.33 5.35

CPI

Total 2.57 4.22 3.76 1.76 3.65 3.96 5.16 4.67 4.70 3.09 2.99 2.48 3.05

WAREHOUSE

Income 7 97 7.59 7.98 7.91 7.90 7.87 7.51 7.17 7.26 7.73 8.46 9.52 1 0 .2 0

Capital 1 .0 0 4.00 4.07 3.71 0 67 3.86 1.92 2 . 0 0 •6 .6 6 -9 84 -11.19 •6 23 2 36
Total 9.03 11.90 12.30 11.84 8.61 11.95 9.54 9 27 0.24 •2 .6 8 •3 44 2.84 12.74

RETAIL

Income 9 08 8.53 8.05 7.52 6  94 7.04 6 .8 6 6.32 6.50 6.57 7.31 7,67 8.27
Capital 0.43 B.05 5.36 3.54 4.08 5.79 6.44 2.93 •3.51 -10.16 •6 72 -2 .1 2 •2.05
Total 9.54 17.08 13.73 11.26 1 1 .2 2 13.13 13.63 9.38 2.82 •4.09 0.23 5.44 6,09

O FFICE

Income 7.73 6.78 7.05 7.26 6  70 6.53 6.49 6  03 6  48 7.10 7.98 9.14 9.88
Capital 1.3B 8 .1 1 2.06 0.35 ■5.43 •3.73 -2.35 -3.62 •11.81 -17 6 8 -16.91 -9.65 ■3.72
Total 9.19 15.29 9.21 7.63 1 .0 0 2.61 4.03 2.25 •5.90 •11.54 -9.95 ■1.17 5.89

RAD/OFFICE

Income 8.26 8  19 8.18 8.03 7.59 7.49 7.39 7.60 7.68 8.15 8  99 9.69 9 76
Capital 2.52 13.59 3.20 1.83 •0.96 •0.24 -2.18 •1.52 -7.95 -16 52 -13.02 ■5.65 •1.98
Tolal 10.94 22.60 11.57 9.96 6.58 7.23 5.00 5.99 •0.72 •9.39 •4.92 3.64 7.64

APARTMENTS

Incomo NA NA NA 7.71 7.61 7.11 6.79 7.14 7.35 7.79 8  63 9.20 9.08
Capital NA NA NA 1.76 •3.05 1.03 -1.31 0.31 •2.89 •9.88 ■3.10 4.00 2  8 8

Total NA NA NA 9.57 4.40 8 . 2 0 5.42 7.46 4.31 •2 .6 8 5.33 13.47 12.16

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

The fo llow ing  is a sum m ary o f  character­
istics fo r  the N C R E IF  p rope rly  types:

Apartments 
" G u a r d e d  o p t im i s m  "

R&D
" W o r th  t lw  r i s k ? "

Warehouse 
" L e a d s  in  r e tu r n s ! "

O ffice
"N '-.v ijta tiiiK  o n  th e  r o a d  t o  r e c o v e r s  " 

Retail
"S e tK in };  d i r e c t io n s "

The second quarter 1995 m arked the first 
quarter o f  fo rm a l pub lication o f  the new ly 
expanded N C R E IF  Property  Index.

Index Returns

Nl'l 2 .0 0 %

NCPI 2.35%

Lehman G/C 6.49%

Lehman G/O 10 Yr. 2.52%

Salomon J  mo. T-bills 1.45%

N A RR IT  Share I’ rice-liquily 5.HK%

C l’ l 0.73%
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QUARTERLY SURVEY OF INVESTMENT CRITERIA: THIRD QUARTER 1995

Growth
Internal Ciuinu-In Residual Income: 

Property Types ltale of Capitalization Capitalization Yrnr.slto.V 
Hespondent In Preference Order Return Kate Kale Ycarsaioto

Rates 
Expense: 
Yturj 1 to .V Years 4 lu 10 Anticipated 

Holding Period

Long-Term
Inflation

Expectation

<*> (tf) (») (%) (%) (years) (<*>
National Real Estate 1 Industrial -Warehouse 11.5 95 - 10.0 10.0 4.0 4.0 4.0
Invcstorand Advisor 2 Office - Suburban 11.5 9.0 - 95 9.5 4.0 4.0 4.0

3 Apartment 11.0 9.0 95 4.0 4.0 4.0J Retail - PowerC'cntcr 11.0 9.0 - 10.0 1 0 .0 4.0 4.0 4.0
5 Office-CBD 11.5 9.0 - 95 95 4.0 4.0 4.0
6 Retail* Regional Mall 11.5 8.0 - 9.0 9.5 4.0 4.0 4.0
7 Hotel 1 2 .0 1 0 .0 105 4.0 4.0 4.0

Comments: According to this investor, there has been a strong re turn of leveraged buyers due to favorable economic conditions.

National Real Estate 1 Apartment 11.5 9.0 95 35 3.5 3.0 35
Lendcrand Advisor 2 Retail- Regional Mall 11.5 8.5 90  - 9.3 4.0 3 5 1 0 .0 3.5

3 Retail -PowcrCcntcr 11.5 9.0 95 - 9.8 4.0 35 4.0 3.5
4 Retail - Neighborhood 125 105 110 - 11.3 3.0 3.5 4.0 35
5 Office - Suburban 1 2 .0 10 0 105 35 35 1 0 .0 35
6 Office -CUD 1 2 .0 1 0 .0 105 3.5 3.5 10.0 35
7 Hotel 13.0 1 2 .0 130 45 35 5.0 35

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

National Lender and 1 Apartment 10.5 8 .0 85 5.0 35 J.0 35
Investor 2 Industrial-Wtrehousc I I .  I) 8.5 9.0 3.0 35 5.0 35

3 Retail-Regional Mall 11.0 8 .0 8.5 4.5 35 35
4 Retail- PowcrCentcr 115 85 9.0 45 35 5.0 3.5
5 Office - Suburban 11.5 9.0 95 3.0 35 5.0 35
ft Retail-Neighhnthnud 1 2 .0 9.0 95 4.0 35 5.0 35
7 Industrial- RiW 12.(1 9.5 1 0 .0 3.0 35 5.0 35
K Office -CUI) 1 2 .0 9.5 10.0 2 .0 3.5 5.0 35

Comments: Capitalavatlihilily will continue to improve and competition for prime properties will grow. Competition on deal making scents
lo be very high.

National Investment 1 Industrie. 1 - Wire house 11.0 9.0 95 3.0 list) 4.0
Advisor 2 Office - Suburban 1 2 .0 1 0 0 10.(1 5.0 5.0 5,0 40

3 Industrial -R&D 1 2 .0 10.0 1 0 .0 5.0 5.0 4.0
4 Apartment 11.0 85 9.5 4.0 4.0 8 .0 4.0

Comments: "Tliis investment advisor fee Ls that stretching is taking place in the apartment market, as we II as bulk distribution space.

National Investment 1 Industrial • Warehouse 115 8  8  • 95 8 .8  - 95 35 35 85 3.5
Advisor 2 Office - Suburban 12.5 9.5 • 10.0 9.5 - 10.0 3.0 35 85 35

3 Retail-Neighborhood 11.5 9.3 - 9.8 9.3 - 9.8 .3.5 3.5 85 35
4 Apartment 11.0 85 - 9.0 8  5 - 9.(1 4(1 35 8.5 35
5 Retail - Power Center 11.3 9.0 • 95 9.0 - 9.5 3.5 3.5 85 35

Comments: 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.

National Investment 1 Industrial • Witchousc 11.0 8.5 - 9.5 9 0 -  105 30 3.0 8.5 30
Advisor 2 Apartment 11.0 85 9.0 4.0 3.0 8.5 30

Comments: 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



QUARTERLY SURVEY OF IN VESTMENT CRITERIA: THIRD QUARTER 1995
(continued)

Internal Going-In Residual 
Property Types Rale of Capitalization Capitalization 

Respondent In Preference Order Return Rule Rule

Growth Rales 
Income: Expense: Years 1 lo .V Years 1 to 3/ 
Venn 4 to 111 Years 4 lo 10 Anticipated 

Holding Period

I.onR-lerm
Inflation

Expectation
<59 <59 m <59 (years) <59

Southern InveMnicnt 1 Ollice - .Suburban 1 1 .0 8 .0 9.0 5.0 4.0 6 .0 2 .8

Advisor 2 Apartment 10.5 8.3 XX 45 •IO 6 .0 2 .8

4 Retail- Neighborhood 10.3 X.5 9.0 4.0 4.0 85 2 .8

5 Retail-Power Center y.x 8.3 9.0 35 4.0 6 .0 2 .8

(i Industrial- R&D 10.5 9.0 1 0 .0 3.5 8 .0 2 .8

7 Office - CBD 1 2 .0 9.0 1 0 .0 4.0 40 85 2 .8

X Retail- Rc'HinalMall 10.3 8 .0 9.0 3.0 4.0 1 0 .0 2 .8

y Industrial- vMtrehouse 9.X 8.3 9.0 4.0 4.0 6 .0 2 .8

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

National Investment i Ollice -Suhttrhan 1 2 .0  - 15,0 8 .0  • 9.0 9.0 - 9.5 5.0 4.0 1 0 .0 4.0
Advisor 2 Industrial-Warehouse 1 1 .0  - 1 2 .0 9.0 - 9.0 9.5 4.5 1 0 .0 4.0

3 Retail - Neighborhood 1 1 .0  - 1 2 .0 9.3 - 9.3 95 4.5 4.0 1 0 .0 4.0
4 Retail - PowcrCcntcr 1 1 .0  - 1 2 .0 9.5 - 9.5 9.5 4 0 4.0 1 0 .0 4.0
5 Retail- Regional Mall 10.5 • 11.0 7.5 - 7.5 X.0 4.0 4.0 1 0 0 4.0
fi Ollice - CUD 12.0 - 15.0 9.0 ■ 100 1 0 .0 2 .0 4.0 1 0 .0 4.0

Comments: llie  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.

National Insurer and 1 Industrial- Warehouse 1 1 .0 8.5 1 0 .0 3.5 35 85 3.25
Investor 2 Retail - Power Center 11.5 9 0 9.5 2.5 3.5 75 3.25

3 Apartment 1 1 .0 95 95 3.8 3.5 75 3.25
4 Office - Suburban 11.5 85 1 0 0 3.5 3 5 85 3.25
5 Retail - Neighborhood 1 2 .0 1 0 .0 n o 30 35 7 5 3.25
6 O lliec-CBD 11.5 95 1 0 .0 3.0 35 I I I ) 3.25
7 Retail- Regional Mall 1 1 .0 80 90 2.5 3.5 135 3.25
X Hotel 1 2 0  - 15.0 1 1 .0 3.8 3.5 3.25
y Industrial-R&D 1 2 .0 1 1 .0 1 0 .0 2 .0 35 75 3.25

Comments: 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.

tins' Const Investor i Industrial-Wirehnusc 1 1 .0 9.0 lot) 4 0 4 0 1 0 0 4.0
and Advisor 2 A pan mem 11.5 9.0 10.11 4 0 4 0 1(H) 4.0

3 Retail - Regional Mall 1 1 .0 8 .0 9.0 4 0 4.0 1 0 0 4.0
4 Retail-PowcrCcntcr 11.3 9.0 1 0 0 4.0 4.0 1 0 .0 4.0
3 Ollice -Suhuriian 115 90 1 0 .0 4.0 4 0 1 0 .0 4.0
6 Industrial- R&D 11.5 95 1 0 .0 4.0 10.0 4.0
7 Office-CBD 12 0 9.0 9.5 4.0 1 0 .0 4.0
X Retail - Neighborhood 1 2 .0 9.0 10.0 4 0 4.0 10.0 4.0
y Hotel 125 10.0 1 2 .0 4.0 1 0 0 4.0

Comments: Ib is investor be lie v that ihe change in market forces is leading buyers lo stretch to purchase properties.

National Investment I Ollice - Suburban 11.0 - 1.3.0 10.0 105 40 4.0 1 0 0 .3.0
Advisor 2 Industrial-Wire 1 nose 11.0 9.0 - 9.5 10.0 40 4.0 10.0 3.0

3 Retail- Neighborhood I I I )  - 13.0 10.0 • 110 10.0 4.0 •III 1 0 1 ) 3.0
4 Apartment l l . i l X 5 - 9.0 9,0 40 4.0 1 0 .0 3.0

Comments: 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 RliRC, Real list me Research Corporation, 2 North la  Salle Street..Suite 730, Cltie ago. Illinois 0061)2
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QUARTERLY SURVEY OF INVESTMENT CRITERIA: TII1RD QUARTER 1995
(continued)

Rgpnndcnt

National Investment 
Advisor

C m  will Rates

Property Types 
in Preference Order

I Apartment

Internal 
Kate of 
Return

<%)

11.0- 115

Golng-In 
Cupitallzition 

Rate

Residual 
Capitalization 

Rate

I n come: 
Years I lo 3/ 
Years 4 to 10

Kxpcnsc; Years I lo 3/ 
Years 4 io 10

m (%> <<*>

Long-Term 

Anticipated Inflation 
Holding Period Expectation

8.3 9.1 35 3 S

(years)

10.0
(* )

3.0

Coinmc: >: litis national investor has noted that sellers arc asking for more non-monclary concessions from purchasers. AII in a IL more deals
arc closing because purchaser's and seller's expectations arc being met.

national Real Estate 1 Industrial - Warehouse 11.3 95 95 4.0 1 0 .0 4.0
. vestor and Advisor 1 Apartment 115 8 .8 9.0 4.0 1 0 .0 4.0

2 Retail-RcgkmalMall 105 75 7.8 4.0 1 0 .0 4.0
3 Retail - Neighborhood 11.3 90 9.3 4.0 1 0 .0 40
•I Retail - PowcrCcntcr 1 0 .8 1 0 .0 105 4.0 1 0 .0 4.0
5 Office - Suburban 1 1 .0 9.0 9.3 4 0 1 0 0 4.0
6 O incc-CBD 1 1 .0 8 .8 9.0 4.0 too 40
7 Industrial - R&D l l j 9.3 95 4.0 1 0 .0 4 0

Comments: Ihis advisor envisions a continued availability of funds.although buyers arc stillcaulious since the last rcalestate downswing.

Investment Advisor 1 Retail- PowcrCcntcr 105 8 .8 9.3 4.0 4.0 1 0 .0 4.0
2 Oflice - Suburban 108 85 9.0 4.0 4.0 1 0 .0 4.0
j Apartment 1 0 .8 85 9.0 4.0 40 1 0 .0 4.0
3 Retail-Regional Mall 1 1 .0 7.3 7.8 4.0 4.0 1 0 .0 4 0
3 Industrial - Warehouse 1 1 .0 85 9.0 4.0 40 1 0 0 4.0
4 Retail - Ncighbodtood 115 95 9.8 4.0 4.0 1 0 .0 4.0
5 O lfice-CBD 1 1 .8 9.0 95 35 4.0 1 0 0 4.0
6 Industrial- RAD 1 2 .0 9.3 9.8 4.0 4.0 1 0 .0 4.0
7 Hotel 125 1 0 0 1 1 .0 4.0 4.0 1 0 .0 4.0

Comment: Continued strong bidding on suburban office buildings and power centers is leading loa greater supply of properties for sale 
in response to higher prices.

National Dcvdnpcrnnd 1 

Investment Advisor
Apartment 11.5 • 1 2 .0 8.4 - 8 .6 8 .8 4.0 4.0 75 4.0

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

National Investment 
Advisor

Comments:

1 Apartment 1 2 .0 9.0 95
2 Retail-Neighborhood 115 95 1 0 .0

3 Industrial-Warehouse 1 1 .0 85 9.0
4 Retail-Regional Mall 1 0 .8 7.8 85
5 Retail- PowerCenicr 1 0 .8 98 105
6 Office - Suburban n o 9.0 9.5
7 Industrial - R&D 1 2 .0 1 0 0 105
8 Office - CUD 130 95 1 0 0

9 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
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Q U A R T E R L Y  S  U R  V K Y  O F  I N V E S T M E N T  C R I T E R I A :  T H I R D  Q U A R T E R  1 9 9 5

uiuiiimioUi
(ironth Ib iii*

Internal Ciaini’-ln Kvsid mil Income: Kvnensc: 
I’ rnperty Types K alcn f Cnpllnli/uliun Cnpilnli/ullou Xnirxllti.V W.irslin.V 

Kcxpomlcul in I'rcfcrencc Order Kelli m Kale Kale \  rarx4 to iii Yrurxamni Anticipated 
lliild inp I'eriml

I.onp-Tcmt 
luriatimi • 

K\peelallnn
I ' l l i r ; i I'il I'll I'il ly ears) I ’ il

NalinnalKealKxlalo 1 Apanmeiu 12.5 '1.5 0.7 5.5 5.5 10.0 5.5
1 n\cotiir

Cnnimcnlx: lliis invesiur is unitinp in sec a sliili fmm apartments inln oilier pnipeny lypes.

W 'l Onaxi InvcsimcM 1 Apartment I I I ) s.s 0 5 5.5 5.5 7.5 5.5
Adsixnr 2 lnvliisiri.il - Warehouse I I . (1 S.5 0 0 5.5 5.5 7.5 5.5

5 Olliec •Siibinban 11.5 V.(l 100 55 5.5 7.5 5.54 Im liisiiiil- K.VJ) 12.11 0.5 100 5.5 5.5 7.5 5.5
S Kelail - Nciplihoiliond 11.5 0.5 o.S 5 5 5 5 7.5 5.5
(i Kelail-I’nnei Cenler 11.5 o . s 10.5 5 5 5 5 7.5 5.5
7 Kelail ■ Kcpiniial Mall I I I ! 8.5 Oil 5 5 15 7.5 5.5

Cumiuciils: 'litis west enasl inveslnienl ailvisur lias nulieeil a sliplu vleerease in inxesim aelivuy.

W-u ( baxi Ileal In i ale 1 Imlusiiial ■ Wireliutise 12.11 7.(1 . 1115 0.0 4.0 2 5 5.0 5.0
IlllCslltl 2 Ollico ■ Siiliuihan M U Ml - 1 I II 0 5 2 5 2.0 l o o 5.0

\ Kel.nl■ Kepsmal Mall I I  5 7(1 - 'III 8.5 4 0 5.5 ll III 5 04 Kelail • I'nuerCeiiiei 12 5 711 ■ 1110 0.5 5 o 50 lll.il 5.0
5 Kelail ■N'eipliluulu a nl 12 5 M l - lll.ll 0 5 5 5 2.s m o 5.0
(i Olliec -CHI) 15(1 SO ■ 1211 0.5 15 2.0 111.0 5.0
7 linliisiiul - KM) 15.11 l l . l l loo  5 5 2 5 mo 5.0

( (inline tils Acconlmp in lliis inveslnienl ailxisnr. Ilieie is a resmeenee nl insurance eninpanies as havers, nlnle 1'oicipii invesinis .ue sellers.
KlilTaeiiviiv lias heen pieailv enrtiiileil. nnh smne exeeplmns in llie lelailseetiir

I 'CUMUIl  I'uod 1 lm liisiii.il-W.irelinuse 11.2 - Mb 0.4 - 0.S OS 5.5 5.(1 id) 2 N
Ail v i m  i i  2 Ap.ininenl 11.11 - 1 1 5 M S - 0.5 0.0 - 0.5 5.8 2.S 50 2 S

5 Olliec - Snhtirh.i it 115 - 12.(1 0 5  - o.s OS 5.0 50 do 2.S4 Kelail - Neipllhnrliniiil 11.5 - 1211 0.4 OS 0 S 5 5 2.s M l 2.S
j Industrial-KM) 11.5 - 12.(1 0.5 0  s OS 50 5.0 ho 2.Sil Kelail - I’nnei Cenler 11.5 • 12.0 0 5 - OK OS 5.5 2 S do 2.S

Comments: Accoidinp In lliis pension Inn J 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 vlnvvn

NuOnuallmcslmcm 1 A pari me nl 11.5 SS 0.5 4 (I 4 0 8.0 4.0
A i I v i m i i  2 Imlusiiial- Wireliniise 11.5 K.S 0.5 4.0 4 0 MM) 4.0

.4 Kelail - Neipliliurlinuil 11.5 K.S 0.5 4.0 40 m o 4.0
4 Kelail - I’uner Center 1 1 5 111.5 11 (I 4 0 4 0 5.0 4(1
5 linliisiiul-K.VJ) M il 1 1 5 120 4 0 4.0 5.0 4.0

Cnmil..Ills lliis n.iiinii.irnivesimeiu ailvisur I'eels Him uisiiiulKuial lumls have piislievl up prices, llie re lure, buyers an; sliele limp purchases
In slay ill llie paiiie.

D I T I N I I I O N S :

Y IK I.I )  ( IK K l OOINO-IN CAI* K A TK K KSIIM 'A I. CAI' K A T K C K O W T I I  K A T K
1 nu-ii>.i 1 i.ilo nl re win I IKKl is die r a  ic nl iiilcrcst sent t•snails a eapilali/aimn rale Annual compounded rate nl
lli.it discounts llie pic-iiicnuic lax cash linns value (urpure'liase piieel.unless used inesiiinale resale nr increase in ivvemie ami
icccivcd hy itie cipiiis inxeslmlsl hack In a nllieixvise itnletl. leveisiuu value al llie emlnl e xpe uses niereunenl-year
pien'M value ili.ii isexaellv c<|iiaI In llie amuiiul llie tinklmp pelkuI lesels 1 miller expenses aie
nl die nnpiiiulciptiiy inveslineill ll is in clleel a lypieally luieeasl nil a
limc-uciplilcdnvciapc ivliint mict|inly ami as line-liy-line basis
tisevl lieie.is syniuiyiiiuiis nitli tlie lenn "yiekl"
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REAL ESTATE INVESTMENT CRITERIA BY PROPERTY TYPE

(HISTORICAL SERIES)

1990
IQ

1990
2 0

1990
3 0

1990
4 0

1991
_1Q

1991
2 0

1991
3 0

1991
40

1992
20

1992
3 0

1992
4 0

1993 
JIQ

1993
2 0

1993
30

1993
4 0

1994
JQ

1994
2 0

1994
3 0

1994
4 0

1995 
1 Q

1995
2 0

All types 
Pre-tax yield (IRR)(° 
Going-in cap rate (°i 
Terminal cap rate (“i

11.3
8.0
8.6

11.7
7.9
8.7

11.6
8.3
8 9

12.2
8.6
8.7

11.9
8.7
9.0

12.0
8.7
9.1

12.2
8.8
9.0

12.4
9.0
9.3

12.4
9.0
9.2

12.2
9.4
9.9

12.2
9.5
9.9

12.0
9.6
9.7

12.3
9.6

10.0

12.1
9.5
9.8

11.7
9.5
9.5

11.9
9.6

10.0

11.8
9.4
9.8

11.7
9.4
9.6

11.9
9.4
9.8

11.6
9.5
9.9

11.5
9.2
9.6

O ffice-C B D  
Pre-tax yield (IRR)(t 
Going-in cap rate (%

11.7
8.2

11.7
8.0

11.6
8.3

12.1
8.4

12.1
9.2

12.3
8.4

12.6
8.7

12.9
9.2

12.8
8.8

12.5
9.6

12.4
9.6

13.0
9.7

12.8
10.3

12.8
10.4

12.5
9.9

12.8
10.2

12.4
9.7

12.1
9.8

12.5
9.8

12.1
9.7

11.9
9.2

Office - suburban 
Pre-tax yield (IRR)(°. 
Going-in cap rate (%

14.0
8.5

11.5
8.0

120
9.6

12.4
9.6

12.5
10.0

NA
11.0

12.5
10.3

13.0
10.1

12.6
9.9

12.9
10.2

13.1
10.3

13.0
10.3

12.8
10.5

12.7
10.6

12.0
10.2

12.4
10.0

12.1
9.9

11.9
9.9

12.2
9.8

11.9
9.8

11.8
9.2

Industnal - Warehouse 
Pre-tax yield (IRR)(? 
Going-in cap rate {%

11.2
8 7

11.5
8.1

11.5
8.2

11.9
9.0

11.9
9.2

121
9.2

12.1
9.4

12.1
9.6

12.0
9.5

11.9
9.5

11.8
9.4

11.3
9.7

11.8
9.5

11.7
9.4

11.1
9.5

11.6
9.6

11.4
9.3

11.3
9.4

11.2
9.2

11.1
9.4

11.2
9.2

Industrial - RSD 
Pre-tax yield (IRR)(° 
Going-in cap rate (°'o

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

13.0
10.3

12.8
10.0

13.4
10.5

12.9
10.1

12.6
10.4

11.3
9.9

12.8
10.3

12.2
10.4

12.3
10.4

1£6
10.2

12.3
T0.1

12.1
9.6

Retail - Regional Mall 
Pre-tax yield (IRR)(1 
Going-in cap rate (%

10.9
6.9

11.3
7.1

11.4
7.3

11.7
7.4

11.8
7.6

11.4
7.2

11.8
7.2

11.7
7.4

11.8
7.5

11.3
7.7

11.5
7.6

10.9
7.9

11.4
7.7

11.2
7.8

11.0
7.7

10.9
7.9

11.1
7.7

11.0
7.7

11.1
8.0

10.9
8.2

11.1
7.9

Retail - Power Center 
Pre-tax yield (lRR)(° 
Going-in cap rate (%

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

12.5
9.8

12.2
9.6

12.3
10.5

11.8
10.0

11.9
9.6

12.1
9.5

11.2
9.8

11.9
9.4

11.8
9.3

10.5
9.6

11.3
9.7

11.1
9.1

11.4
9.3

11.4
9.2

11.4
9.4

11.1
9.4

Retail - Neighborhood'Comm. 
Pre-tax yield (IRR)(f NA 
Going-in cap rate (% NA

NA
NA

NA
NA

NA
NA

NA
NA

12.3
8.4

12.6
8.7

12.9
9.2

12.8
8.8

12.2
9.5

12.0
9.5

11.7
10.0

12.1
9.8

12.3
9.6

12.1
9.7

11.5
9.8

11.5
9.8

11.8
9.8

11.6
9.6

11.3
9.7

11.3
9.5

Apartments 
Pre-tax yield (IRR)(? 
Going-in cap rate (%

11.7
8.2

12.4
7.9

11.4
8.2

1L.4
8.5

11.9
8.7

12.2
8.5

12.5
8.8

12.5
8.8

12.4
6.7

11.9
8.9

11.8
9.1

11.9
9.1

11.6
8.9

11.4
8.9

11.4
8.8

11.3
8.8

11.3
8.8

11.6
8.8

11.2
8.7

11.1
9.0

11.1
8.9

Hotels 
Pre-tax yield (IRR)(T 
Going-in cap rate (%

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

NA
NA

15.0
12.0

160
12.0

14.6
12.1

14.3
11.4

14.5
11.7

14.5
11.6

14.0
11.8

14.2
11.1

13.5
11.4

13.7
11.1

13.3
10.8

13.7
11.5

12.9
11.2

12.5
10.9

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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A p a r t m e n t  F i n a n c i n g  C o m p a r i s o n

Project Cost

Number of Units

Cost P e r Unit

Loan Amount

Loan Term s:

Interest Type 

Interest Rate

Amortization Period, Y ea rs  

Loan C all, Y ea rs  

Monthly Loan Amortization

Average rent per unit

Percentage D ecrease  in Rent 

Operating expenses per unit 

Monthly cash  flow per unit before debt serv ice  

Total annual project cash  flow before debt serv ice  

Total annual project cash  flow after debt se rv ice  

Rate of Return on C ash  Invested

$ 1 ,000,000 S 1 ,000 ,000 $ 1 ,000 ,000

30 30 30

$ 33,333 S 33 ,333 $ 33 ,333

$ 800,000 S 800,000 S 800,000

Floating Fixed Fixed

10% 8% 8%

15 30 30

10 30 30

$8,597 $5,870 $5,870

S 600 $ 600 $ 515

14,2%

240 240 240

S 360 S 360 $ 275

S 129,600 S 129,600 S 99,000

$ 26,433 $ 59 ,159 $ 23 ,559

10.6%  2 3 .7%  11.4%
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S t a t e  o f  W a s h i n g t o n  -  S t a t e  I n v e s t m e n t  B o a r d

R e a l  E s t a t e  I n v e s t m e n t  P l a n

A. Existing SIB Portfolio Considerations

1. Allocation to Real Estate
The SIB real estate portfolio totals approximately $665 m illion as o f 
December 31, 1993. The total allocation to the asset class o f real estate 
based on recent Board action is 0% to 5% o f the market value o f total SIB 
retirement fund assets. SIB Staff and To'-.v.c.tM  have developed an 
Investment Plan intended to enable the SiE ?n -he *nll real estate
allocation i f  desired. While this Investment is dcni.sp’ed io achieve 
the full real esiate allocation, obtaining this objective will e." to the
advisors generating investment opportunities consistent with tlie SiB Policy 
and the Investment Plan and SIB approving specific investments. For 
purposes o f developing the Investment Plan, The Townsend Group was 
directed by the SIB Staff to utilize a portfolio growth rate equivalent to the 
SIB actuarial growth rate assumption o f 7.5%  per year.

Based upon the foregoing assumptions, the total plan assets available fo r 
equity and debt real estate investments over the next three year period o f 
1994 through 1996 is set forth in the table below.

Total Plan Assets 1994 S19.7 billion
Actuarial Growth Rate 7.5%
Projected 1996 Total Plan Assets S24.5 billion
Maximum Allocation to Real Estate % 5%
Maximum Allocation to Real Estate $ S1.225 billion

Reducing the total allocation o f $1,225 billion by $625 m illion, the 
projected amount invested in equity and debt real estate in 1996, results 
in approximately $600 million available for additional investment through 
1996.

The SIB Policy will be amended to provide a target o f up to 100% o f the 
portfolio may be invested in equity real estate, and from  0% to up to 50% 
o f the portfo lio 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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S t a t e  o f  W a s h i n g t o n  -  S t a t e  I n v e s t m e n t  B o a r d

R e a l  E s t a t e  I n v e s t m e n t  P l a n

mortgage investments w ill be transferred to the fixed income po rtfo lio fo r 
purposes o f planning and measuring SIB real estate portfo lio 
diversification and compliance with the Policy diversification guidelines. 
Accordingly, this Investment Plan does not allocate any portion o f the 
$600 m illion available to new commercial mortgage investments, which 
Townsend has been instructed w ill be funded from the SIB fixed income 
allocation.

2. D iversifica tion Guidelines

The fo llow ing table sets forth current portfo lio property type 
diversification fo r equity real estate portfo lio based on current investments, 
the Repositioned Portfolio1 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 Portfo lio as one 
o f tlie parameters guiding SIB Staff and Townsend.

i i u J - : 1 :!/ ̂ p rycTS ihcation 'v^

’*"• *. * I* *»*» ■* '
'^ B ^ p d s ih o h o t f  '.;f 
: : i ? j  ^ P o r t f d U o ^ r ’

• '■*■■■' * •• .-v. ••
:^.v. M \- \;* i

O ffic e 4155 2 5% 10%  - 4 0%

Reta il 14% 8% 5 %  - 3 0 %

W arehouse 13% 7% 10%  - 4 0 %

R & D  O ffic e 10% 5% 0 %  - 15%
Apartm ent 13% 1% 5 %  - 3 0 %

O ther 9% 6% 0 %  - 2 0%

T O T A L 100% 5 2 % * N /A
* Based on tota l 19 96  iPlan assets; rem aining amount to invest to  read li tota l a llo c a tion  o f  5 %
represents o ther 4 855 .

The follow ing table sets forth the maximum distribution targets by location 
fo r real estate investments, based upon the eight subregions o f the 
NCREIF Index. The table also sets forth the current portfo lio

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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S t a t e  o f  W a s h i n g t o n  - S t a t e  I n v e s t m e n t  B o a r d

R e a l  E s t a t e  I n v e s t m e n t  P l a n

diversification based upon current dollars, the Repositioned Portfo lio  based 
on 1996 plan assets and the diversification established in the Policy.

a j p f  • ”  m L

^ ft fo lio ^ D W e irs  id  cation '
-EaSfcd.Qn 'C iiiT enLSTa

i f P S f P I

yp iY jfirt iB a tion :B as ,ed ;oh ''
- : si

> re ta rd  "  ■'
.. »V I . .V t*;Vv>V [ ■(■‘X? - -: f ' ̂
v£x>:*\V

: ' T o h c ^ p H -e r c j^ t io j t t ^ i . i i i
N o rtheast 3% 2% 5%  - 15%
M ideast 3% 1% 5%  - 15%
Ease N o rth  
C en tra l

1% 1 % 5%  - 15%

W es t N o rth  
C en tra l

1% 1% 0%  - 5%

Southeast 4% 1% 3%  - 7 %
Southwest 2% 1% 3%  - 7%
Pac ific 7S% 44% 40%  - 6 0%
M oun ta in 8% 1% 3%  - 7%
T O T A L oo 5 2 % * N /A

*R ou nd ed ; based on  total 1996 P lan  assets; remaining amount to In v ts t to reach tota l a llo c a tio n  o f  5%  
rep resen ts o th e r 4 8 % .

B. SIB Policy Guidelines

SIB Policy provides guidance with respect to major policy issues which have been 
factored into the development o f 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.

Minimum and maximum ranges fo r 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 
w ill be on substantially leased operating properties.

The Townsend Group Page 4
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D E P A R T M E N T  O F  R E V E N U E

OFFICE OF THE COMMISSIONER

T O N Y  K N O W L E S ,  G O V E R N O R

P.O. BOX 110400
JUNEAU, ALASKA 99011-0400 Q  
TELEPHONE: (907) 465-2300 V " 
FACSIMILE: (907)465-2369
p  — ^

v- v  i o . ; o

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.

1 .  P l e a s e  s u p p l y  a  c o p y  o f  t h e  a u d i t e d  f i n a n c i a l  r e p o r t  f o r  t h e  i n v e s t m e n t  
p o r t i o n  o f  t h e  T R S  a n d  P E R S  s y s t e m s  f o r  t h e  f i s c a l  y e a r  e n d e d  J u n e  3 0 ,  1 9 9 5 .

Response: I have enclosed copies of the audited Alaska State Pension Investment 
Board 1995 Annual Report of Investments for PERS and TRS. Also, I 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.

2 ^  P l e a s e  p r o v i d e  a  b r e a k  o u t  o f  g r o s s  p u r c h a s e s  a n d  s a l e s  o f  m a r k e t a b l e  
V e b t  s e c u r i t i e s  f o r  F Y  9 5 .

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

3 )  P l e a s e  i n d i c a t e  t h e  p e r c e n t a g e  o f  g r o s s  p u r c h a s e s  a n d  s a l e s  o f  
n i a r k e t a b l e  d e b t  s e c u r i t i e s  ( r e f e r e n c e d  in  i t e m  # 2  a b o v e )  t h a t  w e r e  t r a n s a c t e d  
t h r o u g h  b r o k e r s  o r  i n v e s t m e n t  f i r m s  in  A l a s k a .  I f  p o s s i b l e ,  p l e a s e  p r o v i d e  a  
s u m m a r y  o f  a l l  t r a n s a c t i o n s ,  l i s t i n g  a m o u n t s ,  f i r m s  a n d  s a l e s p e r s o n  r e s p o n s i b l e  
f o r  t h e  t r a n s a c t i o n .

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

0 4 -D 2LH
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4 .  P l e a s e  p r o v i d e  a  l i s t i n g  o f  a m o u n t s  p a i d  t o  b a n k  c u s t o d i a n s  d u r i n g  F Y  9 5 .  
I n c l u d e  t h e  a m o u n t ,  t h e  p a r t i c u l a r  b a n k i n g  i n s t i t u t i o n  a n d  l o c a t i o n  o f  t h e  b a n k .

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 >)  P l e a s e  p r o v i d e  a  t a b l e  l i s t i n g  a l l  r e a l  e s t a t e  h e l d ,  a s  o f  J u n e  3 0 ,  1 9 9 5 ,  b y  
t h e  T R S  a n d  P E R S  f u n d s .  I n c l u d e  t h e  l o c a t i o n  o f  t h e  p r o p e r t y ,  d a t e  a n d  c o s t  o f  
p u r c h a s e  a s  w e l l  a s  c u r r e n t  m a r k e t  v a l u e .  P l e a s e  s u m m a r i z e  r e a l  e s t a t e  s a l e s  
d u r i n g  t h e  f i s c a l  y e a r  ( i . e .  s a l e s )  u s i n g  a  s i m i l a r  s p r e a d s h e e t  f o r m a t  I n d i c a t i n g  
d a t e  o f  p u r c h a s e ,  l o c a t i o n ,  p u r c h a s e  p r i c e ,  s a l e s  p r i c e ,  e t c .

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

^ 6 . ;  P l e a s e  p r o v i d e  a  s c h e d u l e  s h o w i n g  t h e  m o r t g a g e s  h e l d  b y  t h e  T R S  a n d  
1 F E R S  f u n d s  a s  o f  J u n e  3 0 , 1 9 9 5 .  I n  a d d i t i o n  t o  t h e  v a l u e  o f  t h e  m o r t g a g e ,  
p l e a s e  i n c l u d e  t h e  n a m e ,  y e a r  p u r c h a s e d  a n d  l o c a t i o n  o f  e a c h  p r o p e r t y .

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

7 .  P l e a s e  p r o v i d e  a  l i s t i n g  o f  t h e  a m o u n t  o f  m o r t g a g e  b a c k e d  s e c u r i t i e s  h e ld  
b y  t h e  T R S  a n d  P E R S  f u n d s  a s  o f  J u n e  3 0 , 1 9 9 5 .  In  a d d i t i o n ,  l i s t  t h e  v a l u e  o f  
e a c h  i n v e s t m e n t ,  n a m e ,  y e a r  p u r c h a s e d  a n d  l o c a t i o n  o f  e a c h  p r o p e r t y  m a k i n g  
u p  t h e  s e c u r i t y .

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 .  P l e a s e  p r e p a r e  a  s c h e d u l e  i n d i c a t i n g  t h e  a m o u n t s  p a i d  d u r i n g  F Y  9 5  t o  a l l  
m o n e y  m a n a g e r s  a n d  i n v e s t m e n t  a d v i s o r s .  I n  a d d i t i o n ,  p l e a s e  i n d i c a t e  t h e  
n a m e  o f  t h e  f i r m ,  c o n t a c t  p e r s o n  a n d  l o c a t i o n  o f  t h e  a c t i v e  o f f i c e .

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.
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9 .  P l e a s e  p r e p a r e  a  s c h e d u l e  i n d i c a t i n g  t h e  a m o u n t s  p a i d  d u r i n g  F Y  9 5  t o  
r e g u l a r  a n d  s p e c i a l  c o n s u l t a n t s ,  a u d i t o r s  a n d  a c t u a r i e s .  I n  a d d i t i o n ,  p l e a s e  
i n d i c a t e  t h e  n a m e  o f  t h e  f i r m ,  c o n t a c t  p e r s o n  a n d  l o c a t i o n  o f  t h e  a c t i v e  o f f i c e .

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. I have enclosed the pertinent names and addresses.

1 0 .  P l e a s e  p r o v i d e  a  s u m m a r y  o f  a m o u n t s  p a i d  d u r i n g  F Y  9 5  f o r  s t a f f  t r a v e l ,  
d e s t i n a t i o n s ,  p u r p o s e  o f  t r a v e l ,  d a t e s  o f  t r a v e l ,  p l a c e  o f  l o d g i n g ,  c o s t  o f  l o d g i n g ,  
b u s i n e s s  a n d  p e r s o n a l  a g e n d a s  d u r i n g  t r a v e l ,  s u m m a r y  o f  g r a t u i t i e s  r e c e i v e d ,  
t h e  n a m e  a n d  s p o n s o r  o f  a l l  g r a t u i t i e s  a n d  t h e  s o u r c e  o f  f u n d s  f o r  a l l  t r a v e l  
r e l a t e d  e x p e n d i t u r e s .  A d d i t i o n a l l y ,  p l e a s e  p r o v i d e  a n  e x p l a n a t i o n  f o r  a n y  
d e v i a t i o n  o f  t r a v e l  i t i n e r a r y  o u t s i d e  o f  t h e  b u s i n e s s  d e s t i n a t i o n .

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

Enclosures

96-013



A la s k a  S t a t e  P e n s i o n  I n v e s t m e n t  B o a r d  
T r e a s u r y  D i v i s i o n  

E x t e r n a l  M o n e y  M a n a g e r s  a n d  C o n s u l t a n t s

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

D o m e s t i c  E q u i t y  L a r g e  C a p

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. SaJlee/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

Investment Consultants D o m e s t i c  E q u i t y  S m a l l  C a p

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

T a c t i c a l  A s s e t  A l l o c a t i o n

Lawrence Tint
Wells Fargo Nikko Investment Advisors
45 Fremont Street
San Francisco, CA 94105
PH: 415-597-2132-FAX: 415-597-2199

D o m e s t i c  E q u i t y  In d e x

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
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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

Real Estate Management I n t e r n a t i o n a l  E q u i t y  -  E u r o p e a n

Jason Shipiro/John Townsend 
Citibank Global Asset Management 
CitiCorp Center
153 East 53rd St., 22nd FI. Zone 5
New York, New York 10043
PH: 212-559-9573; FAX: 212-793-6268

I n t e r n a t i o n a l  E q u i t y  -  E A F E

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

G lo b a l  E q u i t y
Anthony J. Dote, JrVJohn 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

I n t e r n a t i o n a l  E q u i t y  - P a c i f i c  B a s i n  
E X  J a p a n

Earle A. Malm II
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
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S u p p l e m e n t a l  B e n e f i t s  S y s t e m

Christopher W. Dyer 
T. Rowe Price Investment Services 
100 East Pratt Street 
Baltimore, Maryland 21202 
PH: 410-625-7742; 1-800-638-7890

D e f e r r e d  C o m p e n s a t i o n

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

I n v e s t m e n t  A d v i s o r y  C o u n c i l

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

I n d e p e n d e n t  A u d i t o r s

K a t h le e n  P o r t e r f i e ld ,  P a r t n e r
KPMG Peat Marwick
601 W. Fifth Avenue, Suite 700
Anchorage, AK 99501-2258
PH: 907-276-7401; FAX: 907-274-4953

G lo b a l  M a s t e r  C u s t o d i a n

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

L e g a l  C o u n s e l

Rob Johnson
Wohlforth, Argetsinger, Johnson & Brecht 
900 West Fifth Avenue, Suite 600 
Anchorage, AK 99501 
PH: 907-276-6401; FAX: 907-276-5093

E m e r g i n g  M a r k e t s

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

P e r f o r m a n c e  M e a s u r e m e n t

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 .1st 1/24/96



A u d i t o r

Kathy Porterfield 
KPMG Peat Marwick, LLP 
601 W. 5th Avenue, Suite 700 
Anchorage, Alaska 99501-2258 
PH: 907-265-1212

A c t u a r y

Brian R. McGee 
William M. Mercer, Inc.
1 Union Square, Suite 3200 
600 University Street.
Seattle, Washington 98101-3137 
PH: 206-292-7000
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D E P A R T M E N T  O F  R E V E N U E

OFFICE: OF THE COMMISSIONER

T O N Y  K N O W L E S ,  G O V E R N O R

P.O. BOX 110400 
JUNEAU, ALASKA 09811-0400 
TELEPHONE: (907) 465-2300 
FACSIMILE: (907) 465-2389

March 19, 1996
M r "

The Honorable Richard Foster 
Alaska State Legislature 
Capitol, Room 410 
Juneau, AK 99801-1182

Dear Representative Foster:

In response to your January 22, 1996 letter requesting information about the Public Employees' 
and Teachers’ Retirement Systems, following are the responses to the rest o f your questions:

I 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.

PERS TRS

Gross Purchases 5 (1 ,2 6 9 ,9 7 6 .3 2 2 ) 5 (5 2 8 .7 7 1 .4 1 3 )

G ross Sales 1 .056 .455 .230 46 9 .2 15 .79 5

Net (Purchases)/Sales* 5 (2 1 3 .5 2 1 .0 9 2 ) S (5 9 .5 5 5 .6 1 8 )

* Agreed to June 30, I99S audited financial statement. Statement of Cash Rows

#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.

No 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.
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March 19, 1996
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#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 o f 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 o f staff travel during FY 95. Detailed agendas 
o f meetings are not generally prepared, or i f prepared, not usually attached to staff Travel 
Authorization forms. However, the final column does note i f  staff took personal leave in 
conjunction with the trip.

No staff members have reported the receipt o f gratuities with a value in excess o f the 
State’ s reportable guidelines ($50).

RAK/dcm

Attachments



A tta c h m e n t  A

R E A L  E S T A T E  E Q U I T I E S

Page 2, Paragraph 5:

“Please provide a table listing all real estate held, as o f June 30, 1995 by the TRS and 
PERS funds. 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 o f real estate equity investment. 
Rather, equity investments have been made tlirough the purchase o f ownership interests in real 
estate commingled funds.

Two schedules are attached which include the following information:

The commingled funds in which PERS and TRS had an ownership interest as o f June 30, 
1995.

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 o f the large number o f 
properties involved. As o f June 30, 1995 the six real estate commingled funds, in which PERS 
and TRS had an ownership interest, owned a total o f about 220 properties. All o f 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.

iga{uest\SSZ!PjrS.(Doc



P e n s i o n  F u n d s '  S a l e  o f  O w n e r s h i p  I n t e r e s t s  in  R e a l  E s t a t e  
C o m m i n g l e d  F u n d s  D u r i n g  t h e  F i s c a l  Y e a r  E n d i n g  J u n e  3 0 , 1 9 9 5

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

Commingled Fund

Date of 
Original 

Investment
Amount of 
Investment

Accounting
Income Appreciation

Distribution 
of Income 

and Realized 
Gains

Return of 
Capital

June 30, 
1995 Market 

Value

John Hancock Equity Real Estate Account ' J 1980 $ 6,250,000 $ 4,294,029 $ (1,071,114) $ 0 $ 9,472,915 $ 0

2 .
Equitable Prime Property Fund 1980 9,251,580 13,475,807 (3,341,916) 0 19,385,471 0

T o ta l P E R S : $ 15,501,580 $ 17,769,836 $ (4,413,030) $ 0 $ 28,858,386 $ 0

T e a c h e r s '  R e t i r e m e n t  S y s t e m

Commingled Fund

Date of 
Original 

Investment
Amount of 
Investment

Accounting
Income Appreciation

Distribution 
of Income 

and Realized 
Gains

Return of 
Capital

June 30, 
1995 Market 

Value

John Hancock Equity Real Estate Account ' 1980 $ 6,250,000 $ 4,294,029 $ (1,071,114) $ 0 $ 9,472,915 $ 0
2.

Equitable Prime Property Fund 1980 5,750,350 8,888,022 (2,034,106) 0 12,604,266 0

T o ta l T R S : $ 12,000,350 $ 13,182,051 $ (3,105,220) $ 0 $ 22,077,181 $ 0

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



P e n s i o n  F u n d s '  O w n e r s h i p  i n t e r e s t s  i n  
R e a l  E s t a t e  C o m m i n g l e d  F u n d s

A s of Ju n e  30 ,1995

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

Com m ingled Fund

Date of 
Original 

Investm ent

Am ount of 
Investm ent

A ccounting
Incom e A ppreciation

D istribution of 
Incom e and 

Rea lized  G a in s

Return  of 
Cap ital

End  of Period 
Market Value

A ETNA  R e a l E s ta te  S e p a ra te  A ccoun t 1 9 8 0 $  7 ,7 5 0 ,5 3 1 $  1 1 ,9 8 2 ,9 4 2 $  (4 ,0 0 0 ,0 6 0 )  $  0 $ 0 $  1 5 ,7 3 3 ,4 1 3
H e itm an /JM B  G ro u p  T ru s t III 1 9 8 4 1 3 ,0 0 0 ,0 0 0 9 ,7 0 1 ,3 9 4 (3 ,7 9 2 ,2 2 9 ) 1 ,9 0 0 ,2 7 5 0 1 7 ,0 0 8 ,8 9 0
H e ilm an /JM B  G ro u p  T ru st IV 1 9 8 7 1 5 ,0 0 0 ,0 0 0 4 ,7 4 1 ,8 7 8 (8 ,2 3 8 ,0 7 6 ) 1 ,2 7 4 ,2 1 6 0 1 0 ,2 2 9 ,5 8 6
J P  M o rg an  R e a l E s ta te  Fund 1 9 8 4 7 ,1 5 1 ,8 7 0 4 ,8 4 0 ,1 5 3 (1 ,7 2 6 ,0 5 7 ) 0 1 ,2 1 2 ,6 7 2 9 ,0 5 3 ,2 9 4
K a rs te n  / F irst In te rs ta te  Fund  1 1 9 8 4 6 ,9 4 7 ,4 0 5 3 ,9 6 9 ,3 2 0 (1 ,1 3 7 ,4 2 5 ) 3 ,1 4 1 ,5 2 2 0 6 ,6 3 7 ,7 7 8
S en tin e l R e a l E s ta te  Fund 1 9 8 4 4 1 ,0 0 0 ,0 0 0 2 8 ,9 9 7 ,1 2 2 (1 9 ,7 6 0 ,9 7 0 ) 8 ,6 3 1 ,8 6 2 0 4 1 ,6 0 4 ,2 9 0

P E R S  T o t a l : $ 90,849,806 $ 64,232,809 $ (38 ,654 ,817) S 14,947,875 $ 1,212,672 $ 100,267,251

T e a c h e r s ’ R e t i r e m e n t  S y s t e m

Com m ingled Fund

Date of 
Original 

Investm ent

Am ount of 
Investm ent

A ccounting
Incom e Appreciation

Distribution of 
Incom e and 

Rea lized  G a in s
Return  of 

Cap ital
End  of Period 
Market Value

A ETN A  R e a l E s ta te  S e p a ra te  A ccoun t 1 9 8 0 $  7 ,2 5 0 ,3 5 4 $  1 1 .2 9 2 ,5 0 0 $  ( 3 ,7 1 5 ,6 6 5 )  $  0 $  0 $  1 4 ,8 2 7 ,1 8 9
H e itm an /JM B  G ro u p  T ru s t III 1 9 8 4 7 ,0 0 0 ,0 0 0 5 ,2 2 3 ,8 3 4 (2 ,0 4 1 ,9 6 9 ) 1 ,0 2 3 ,2 3 2 0 9 ,1 5 8 ,6 3 3
H e itm an /JM B  G ro u p  T ru s t IV 1 9 8 7 1 0 ,0 0 0 ,0 0 0 3 ,1 6 1 ,2 5 4 (5 ,4 9 2 ,0 5 2 ) 8 4 9 ,4 7 8 0 6 ,8 1 9 ,7 2 4
J P  M o rg an  R e a l E s ta te  Fund 1 9 8 4 4 ,7 4 3 ,8 3 6 3 ,2 6 1 ,7 8 3 (1 ,1 6 1 ,8 6 5 ) 0 8 0 8 ,5 8 7 6 ,0 3 5 ,1 6 7
K a rs te n  / F irst In te rs ta te  Fund  1 1 9 8 4 2 ,8 7 7 ,4 6 0 1 ,7 0 1 ,1 3 8 (4 8 7 ,4 6 7 ) 1 ,3 4 6 ,3 6 8 0 2 ,8 4 4 ,7 6 3
S en tin e l R e a l E s ta te  Fund 1 9 8 4 1 9 ,0 0 0 ,0 0 0 1 4 ,0 4 9 ,8 8 4 (9 ,2 9 6 ,9 3 3 ) 4 , 0 8 1 ,3 6 8 0 1 9 ,6 7 1 ,5 8 3

T R S  T o t a l : $ 50,971,650 $ 38 ,690,393 $ (22 ,195,951) $ 7 ,300,446 $ 808,587 $ 59,357,059



R k p k f . s k n t a t iv r :  R i c h a  k i > F< i s t h i ;

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 3 4 5 ,1 am 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* No me 
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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 o f 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.

I 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).

I 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,

C

Enclosure



It’s Time To Invest In Quality Alaskan Investments
By Robin E. W ard, Legislative 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 o f investing in their local economies.

Alaska has thirty billion dollars in state held investment funds, not counting the billions o f dollars held in 
private or municipal pension funds. This money is controlled by “ Outside" investment advisors who 
unanimously 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 language. Shortly after adoption, an APF Resolution 
was issued to implement the statute. The resolution established minimum qualifications o f S I0,000,000 
per investment and a population o f 200,000 people per community. How ma.iy urban or rural Alaskan 
communities qualify?

Let's examine the ‘comparability o f risk’ issue. Housing is a basic economic indicator in Alaska and in 
the rest o f  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 o f 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. I f  you compare our job growth, housing 
appreciation, diversification and long term growth trends, we find that our economy is one o f 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 employees retirement system, PERS - TRS, is a good 
example. During a recent allocation o f assets, the PERS - TRS Board discussed the subject o f “ 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 o f dollars for retired and employed Alaskans. 
These local firms arc well respected in the national community o f investment advisors. Such proven 
competent investment advisors as Dave Rose, Jane Cuddy, David Gottstein, Jim Crawford, Jack Diamond 
and Bob Gillam are principals in these Alaska based SEC registered investment advisory firms. 
Currently, none o f the thirty billion dollars o f state investment funds are handled by any o f 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 because “ 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 purchases at prime plus two percent to four percent (today that would be 10.5% to 12.5%), 
and on pay back schedules o f  seven to ten years. That means less capital available for building 
maintenance, higher rents and an affordable housing shortage. A direct result o f this short term financing 
over the last ten years is a deteriorating multi-family housing stock and very little construction o f 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 o f this 
program is uncertain.

The Alaskan apartment market is in severe shortage and is creating a current crisis fo r 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 o f their residential 
investments. Income producing property owners have not been so lucky. When local lenders attempt to 
bring long term capital to Alaska they frequently hear “ I f  you r 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 Washington state pension system, through its State Investment Board, invests 
some twenty billion dollars on behalf o f state employees 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 fo r 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 o f 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.

I 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.

Ill
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City CommerceC O R P O R A T I O N
ilomm*'Col .MoW^acjtf 5”t£d anti S*ole c* jAlutfUa jAcjvm‘O*# c£<RĴ *̂,A r-Jncio^y

January 15, 1996
The Honorable 
Terry Martin
Alaska State House O f Representatives 
State Capitol 
Room 502,
Juneau, AK 9980L-1182 
Dear M r^& rti
The last chapter o f Alaska by James Michener describes the subservience o f Alaska to Seattle. 
It’ s simple really, they control Alaska's money. That book rekindled a parochial fire in me to 
change me third world status o f Alaskans. Being only a third generation Alaskan may not be 
much compared to the heritage o f some o f your constituents but it does establish how I view our 
Alaskan problems and opportunities.
My business is long term lending. I founded City Mortgage Corporation in 1981 and grew the 
company to be the dominant lender in Alaska in the one to four family residential market. 
During 1995, we enjoyed over a 35% market share statewide. In 1995, we were the 52nd largest 
Alaska based company as judged by Alaska Business Magazine.
In 1990, I retired from City Mortgage although I still maintain control as Chairman and CEO. 
In 1992, after examining Alaska's long term financing needs, I reactivated my father's bank 
holding company, City Commerce Corporation, to bring in commercial and multifamily long 
term loans. We're just delivering a 7.97% fixed rate or 7.58% floating rate, 25 year amortization 
(10 year call) $4,000,000 Anchorage loan from a major national bank. A $5.5 million loan is 
also in the works for a Fairbanks investor.
In January, we will close over $2,000,000 in HUD 223F apartment loans. These are 35 year, 
fu lly amortizing, 7 7/8%, fixed rate and non recourse. We've closed $5,000,000 in multifamily 
and commercial loans in our pension program, the Alaska Small Business Development Fund. 
We even closed a $1.7 million strip mall refinance for a village corporation - just to prove that 
we could.
Although we have succeeded in bringing in capital, we have a long way to go to reestablish a 
fluid market in commercial and apartment real estate, unrestricted by financing. I've enclosed a 
copy o f  an important Opinion Piece authored by Robin Ward, Legislative Chair o f the Alaska 
Home Builders Association. It should run in newspapers statewide shortly. Robin's article 
describes the capital exclusion practiced by investment and pension funds as well as national 
lenders, and mentions our Small Business Fund as a solution. Our Fund reconnects Alaska to 
the national markets so that the financing is supplied from Alaska, not Seattle or other money 
centers. We're infomiing investment advisors and state government leaders that Alaskans are 
good risks for “ in state investments” . Mr. Alex Miller and Mr. Sam Kito are assisting us in this 
project.
It is critical to have legislative support for our attack on the housing crisis. I believe that we will 
be better able to serve our clients and your constituents through local ownership and Alaska 
financing o f profitable multifamily and commercial buildings. Our Small Business Fund 
financing is available throughout Alaska, not just in the urban centers.
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Dan Fauske, Executive Director o f Alaska Housing Finance Corporation also believes in long 
term financing. AHFC is precluded from solving the statewide apartment crisis since their 
personnel and available lending were capped by the legislature. It is unlikely, in a time o f 
budget cuts, that Dan can beef up staff. His current multifamily staff consists o f one and one 
half who handle the entire state. Dan and his staff, however, have worked with us to explain our 
“ in state”  investment program as a cooperative effort between the public and private sectors to 
solve the problem. AHFC has agreed to serve as a Performance Analyst for City Commerce and 
the APF and advise us on securitizing loans.
The location o f a property should not solely dictate its financing. I f  a project pencils in Barrow 
or Kwethluk, it should be financed on equal terms as those available in Anchorage, Seattle or 
Minneapolis - St. Paul. Capital exclusion has gone on too long in Alaska. In rural areas, it 
comes close to redlining. The Small Business Fund provides financing access statewide. We 
have proven through experience that Alaskan loans are every bit as good as “ outside”  loans. 
The next step, to be taken with AHFC and the Alaska Permanent Fund, is to increase available 
funds, then package and sell or securitize the loans. That’ s a business City Mortgage and AHFC 
have practiced successfully for the last fifteen years with single family loans. Sale o f the loans 
allows recycling o f funds, establishing a permanent capital source for Alaska commercial and 
multifamily ventures.
It is much easier to invest in virtually any venture outside Alaska than it is at home. Changing 
the financing o f Alaska ventures changes that equation. As a Realtor and a mortgage banker, it 
is my professional embarrassment to see the run down state o f our housing and commercial 
buildings. I ask you to join me in solving this problem in 1996.
As Alaskans, you and I have a simple choice. We can continue to wait (in a time o f  budget cuts) 
for the federal governments to solve our crisis, or we can solve it ourselves. This program does 
not cost the state o f Alaska one thin dime. In fact, it earns a premium rate o f return when 
compared with other fixed rate investments. With financing readily available under reasonable 
terms, we can, in a decade, solve a century old problem. This is an exciting challenge and I 
hope you’ ll jo in me in accepting it. Let’s talk soon. Thanks for your consideration.

Page 2
January 15, 1996

With best regards,

raes M. Crawford 
esident

Enclosure



It’s Time To Invest In Quality Alaskan Investments
By Robin E. W ard , Legislative 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 o f  investing in their local economies.

Alaska has thirty billion dollars in state held investment funds, not counting the billions o f  dollars held in 
private or municipal pension funds. This money is controlled by “ Outside”  investment advisors who 
unanimously recommend against investing in Alaska. Alaska Statute 37.13.120 states that the Alaska 
Permanent Fund (APF) Board shall invest in ‘ in-state investments’ i f  the ‘ in-state investments’ arc 
comparable in risk and yield. That is very clear language. Shortly after adoption, an APF Resolution 
was issued to implement the statute. The resolution established minimum qualifications o f  S10,000,000 
per investment and a population o f 200,000 people per community. How many urban or rural Alaskan 
communities qualify?

Let’ s examine the ‘ comparability o f risk’ issue. Housing is a basic economic indicator in Alaska and in 
the rest o f 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 o f 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. I f  you compare our job  growth, housing 
appreciation, diversification and long term growth trends, we find that our economy is one o f  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 Alaska State employees retirement system, PERS - TRS, is a good 
example. During a recent allocation o f assets, the PERS - TRS Board discussed the subject o f “ 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 o f dollars for retired and employed Alaskans. 
These local firms are well respected in the national community o f investment advisors. Such proven 
competent investment advisors as Dave Rose, Jane Cuddy, David Gottstein, Jim Crawford, Jack Diamond 
and Bob Gillam are principals in these Alaska based SEC registered investment advisory firms. 
Currently, none o f the thirty billion dollars o f state investment funds are handled by any o f 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 because “ 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 purchases at prime plus two percent to four percent (today that would be 10.5% to 12.5%), 
and on pay back schedules o f seven to ten years. That means less capital available for building 
maintenance, higher rents and an affordable housing shortage. A direct result o f this short term financing 
over the last ten years is a deteriorating multi-family housing stock and very little construction o f 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 o f this 
program is uncertain.

The Alaskan apartment market is in severe shortage and is creating a current crisis fo r 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 o f  their residential 
investments. Income producing property owners have not been so lucky. When local lenders attempt to 
bring long term capital to Alaska they frequently hear “ I f  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 Washington state pension system, through its State Investment Board, invests 
some twenty billion dollars on behalf o f state employees 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 w ill be available fo r 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 o f 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.

I 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.

I l l
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A tta c h m e n t  B

SCHEDULE OF MORTGAGES

Page 2, Paragraph 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 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 o f June 30, 1995, are shown below:

FUND IND IV IDUAL
NBA

RESERVE
TOTAL

RESERVE
PERS: $ 997,000.00 $ 543,028.63 S 1,540,028.63
TRS: 1,057,000.00 913,619.46 1,970,619.46
Total Combined: $ 2,054,000.00 $ 1,456,648.09 $ 3,510,648.09
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A C T I V E  L O A N S  
P U B L I C  E M P L O Y E E S '  R E T I R E M E N T  S Y S T E M  

As of June 30,1995

M M E#  ’ •

P rin c ip a l

B a la n ce Lo ca tio n
Y ea r

P u rch a se d

0 8 2 1 1 1 9 $  7 2 ,7 3 4 .8 8 K en a i 0 7 / 7 9
C 6 2 1 0 4 9 4 5 ,3 6 3 .6 2 A n c h o ra g e 1 2 /8 0
2 1 2 1 0 3 1 1 1 7 ,8 1 5 .0 7 P e n n s y lv a n ia 0 2 / 8 5
2 0 2 1 0 1 2 1 5 0 ,0 0 5 .2 6 A n c h o ra g e 0 2 /8 1
4 1 2 1 0 9 4 2 7 ,1 8 1 .9 2 K en tu ck y 0 3 / 8 2
0 4 2 1 0 0 2 4 6 9 ,7 0 6 .5 8 A n c h o ra g e 0 9 / 7 8
1 7 2 1 1 6 4 9 4 ,0 7 6 .4 0 F a irb a n k s 0 9 / 9 0
2 4 2 1 0 5 0 4 1 ,3 7 1 .9 0 A n c h o ra g e 0 6 / 7 4
1 5 2 1 0 0 2 3 6 8 ,8 5 2 .3 0 A n c h o ra g e 0 6 / 7 6
0 8 2 1 0 5 7 1 8 4 ,5 2 8 .9 9 A n c h o ra g e 0 3 / 8 0
0 8 2 1 1 0 1 5 4 ,1 5 0 .4 0 A n c h o ra g e 1 2 /7 8
0 4 2 1 0 0 8 1 6 3 ,9 6 4 .6 6 S itk a 0 8 / 8 5
1 7 2 1 1 7 8 1 2 4 ,7 3 5 .5 2 A n c h o ra g e 0 3 / 9 3
1 7 2 1 1 7 9 1 4 6 ,1 9 0 .6 1 A n c h o ra g e 1 0 /9 3
2 0 2 1 0 5 3 2 7 1 ,0 0 9 .2 8 A n c h o ra g e 1 0 /7 8
2 4 2 4 0 0 1 7 6 4 ,0 0 1 .0 3 D illin gh am 0 3 / 7 8
2 0 2 1 0 6 6 9 5 ,4 3 0 .1 3 U n s e c u re d  N o te 2- 0 8 / 9 3
0 8 2 1 0 1 8 4 ,2 1 5 .6 5 U n s e c u re d  N o te 3- 0 4 / 7 9
0 8 2 1 1 1 0 2 .0 0 U n s e c u re d  N o te «• 0 3 / 7 9

I
Tota l P E R S : ! S 3 ,1 9 5 ,3 3 6 .2 0  |

I I
I

1* T h e  n a m e s  o n  th e s e  a c c ou n ts  h a v e  b e e n  om itted  o n  th e  a d v ic e  o f  th e  _ 
A tto rn e y  G e n e ra l's  O ffic e .

2 - B a la n c e  o f  C h rapter 7  B a n k ru p tc y  liq u id a tion .
I i

3 -  T o  b e  w ritten  o f f - U n c o lle c t ib le .
j

C o lle c t io n  d ou b tfu l in n e a r  te rm  - P o s s ib le  re c o v e ry  o f b a la n c e  o f 
d e b t in c lu d ing  a c c ru e d  in te re s t a n d  c o s ts  to ta lin g  a p p ro x im a te ly : 
$  1 0 5 ,0 0 0 .
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R E O  P R O P E R T I E S
P U B L I C  E M P L O Y E E S '  R E T I R E M E N T  S Y S T E M  

As of June 30,1995

Lo an  N am e

B o o k

B a la n c e Lo ca tio n

Y e a r Loan  
P u rch a se d C om m ent

Eubank, Wm. $ 58 ,584.65 Sandpoint 06/78
Cardin , F . - L4 53,554.45 North Pole 03/91 j Hazardous W aste ’ •

Cardin , F . - L5 53,554.44 North Pole 03/91 I Hazardous W aste 2-

Cardin , F . - L6 53,554.46 North Pole 03/91 .Hazardous W aste 3-

Kocurek, M. 20 ,000 .00 Anchorage 09/90

Tovsen , O liver 115,000.00 Anchorage 08/86

Chena Hot Springs 2.00 Chena 03/80

Hickel, Vernon 230,009.66 Anchorage 04/77

Holland, Ja c k 390,000.00 Anchorage 06/77

Milier, J& F 212,512.64 Fairbanks 04/77

Northgate Square 350,888.09 Fairbanks 08/84

W ise , Dennis 69 ,524 .86 Fairbanks I 02/79 .H azardous W aste 4-

Sag e r Enterprises 50,847.71 Delta Junction 11/79 | H azardous W aste s-

Porter/W eeks 424,659.57 Kotzebue I 02/77

T o ta l P E R S : | $ 2 ,082 ,692 .53 j

|

I I I !
1. Leaking underground storage tank - Phase  II completed - Remediation underway.

2 . Leaking underground storage tank - Phase  II completed - Remediation underway.

3. New - Leaking storage tank - Phase  II remediation underway.
4 . Leaking underground storage tank - Subm ersion well - Extensive remediation underway.
5. Su rface  contamination - Floor drain contamination - Phase  II completed.

I I I
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PERFORM ING  JUDGM ENTS
PUBLIC  E M P L O Y E E S ' R E T IR EM EN T  S Y S T E M

As of June 30,1995

MME # 1-

B o o k  

B a la n c e  2' Date of Ju d g m en t

0 6 2 1 0 1 5 A $  1 , 7 8 0 .6 9 0 6 / 2 1 /8 8
0 6 2 1 0 1 5 C 3 ,2 2 8 .0 5 0 6 / 2 1 /8 8
0 6 2 1 1 8 5 7 8 7 .4 7 1 1 /1 0 /9 0

0 6 2 1 0 1 5 B 4 ,0 7 3 .2 0 0 6 / 1 6 /9 2
0 8 2 1 1 2 7A 7 6 ,5 0 9 .1 7 1 0 /0 1 /9 1
2 9 2 1 0 1 5A 2 3 ,4 4 9 .9 3 1 0 /2 8 /8 8
1 2 2 1 0 0 1 C 2 ,0 3 8 .0 2 0 1 / 1 4 /9 4
1 5 2 1 0 0 1 B 6 ,6 4 0 .2 8 0 7 / 1 6 /9 0
0 6 2 1 0 3 4 B 1 7 ,7 7 1 .8 8 0 6 /1 4 /9 1
2 0 2 1 0 6 6 A 2 8 ,8 2 1 .2 7 0 2 / 2 2 /9 4

_ L
Tota l P E R S : $  1 6 5 ,0 9 9 .9 6  j

I
I

1. T h e  n a m e s  o n  th e s e  a c c o u n ts  h a v e  b e e n  om itted  o n  th e  
a d v ic e  o f th e  A tto rn e y  G e n e ra l's  O ffic e .

| I
N eg o t ia te d  d o lla r  am ou n t - M ay  be  d iffe re n t th an  th e  o rig in a l 

____ ju d g m e n t am oun t .
I !



NON-PERFORM ING  JUDGEM ENTS
PUBLIC  E M P L O Y E E S ' R E T IR EM EN T  S YS T E M

As of June 30,1995

Name
Date of 

Ju d g m en t
O rig ina l Ju d g m en t 

Am ount
Bennett, William 06/16/92 $ 11,250.00
Olym pic Inc. 12/14/89 193,040.16
C lay  & Anderson 07/20/87 343,184.45
Cardin , F& B L#4 10/12/94 16,036.26
Cardin , F&B L#5 10/12/94 24,130.04
Cardin , F&B L#6 10/12/94 35,380.04
Anderson/Neville 05/25/90 207,248.09
Humphrey/Dinkins 01/08/90 27,087.68
Lewdon's Inc. 05/07/91 1. 273,283.52
Guidry, Joseph (Mrs.) 01/22/91 75,433.01
DonnyBrook Supply 06/14/91 1- 112,472.60
Littleton, W ayne 05/29/92 310,599.50
Guertin / Lambert 11/01/91 5,126 .15
Miller, Francis 08/01/89 11,250.00
Porter / W eeks 12/15/94 30,842 .58
B icaci, Carlos 01/29/93 50,731.87
Sullivan/Geraty 12/17/93 12,143.04
Tovsen , O liver & Mark 05/23/93 288,485.00
W .W . W ilson 09/01/91 45,000.00
May, Elizabeth 07/14/93 20,820 .06
Lakeside  Co . 03/26/91 1. 503,408.72
Lakeside  Co. 08/23/90 1. 240,750.00

I I
To ta l Ju d g m e n ts-P E R S : $ 2 ,837 ,702 .77

I I

I
1. Th is  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 a s  agreed these amounts will be
forgiven.
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A C T I V E  L O A N S  
T E A C H E R S '  R E T I R E M E N T  S Y S T E M  

As of June 30,1995

M M E #  1>
P rin c ip a l

B a la n ce Lo ca tio n

Yea r

P u rch ased

0 4 3 1 0 3 6 $  7 4 ,3 5 8 .6 6 A n c h o ra g e 0 3 / 8 5
0 4 3 1 0 4 9 3 8 7 ,5 9 5 .2 1 A n c h o ra g e 0 4 /8 4
0 4 3 1 1 6 5 1 7 3 ,1 8 4 .7 8 A n c h o ra g e 0 5 /8 4
0 4 3 1 0 9 4 2 3 3 ,5 7 9 .8 8 A n c h o ra g e 0 9 / 7 9
2 4 3 1 0 0 7 1 5 2 ,5 7 9 .8 3 A n c h o ra g e 0 2 /8 2
0 4 3 1 2 2 8 3 0 0 ,0 0 0 .0 0 H a tc h e r P a s s 0 4 /9 1
2 0 3 1 0 2 6 5 2 ,6 2 1 .8 4 A n c h o ra g e 0 7 /8 9
0 6 3 1 0 5 8 6 3 ,2 1 2 .6 8 A n c h o ra g e 1 0 /7 6
0 4 3 1 0 1 4 4 6 9 ,7 0 6 .5 8 A n c h o ra g e 0 9 /7 8
0 4 3 2 0 0 3 1 4 ,4 8 9 .6 4 A n c h o ra g e 0 4 / 7 0
0 4 3 1 0 4 5 5 4 ,1 4 1 .6 0 A n c h o ra g e 1 0 /7 6
0 4 3 1 1 3 6 1 6 7 ,5 3 3 .5 3  I W a s i l la 0 1 /8 5
0 4 3 1 2 4 0 8 8 ,8 4 3 .8 6  \ B e th e l 0 1 / 9 3
0 4 3 1 2 4 1 2 7 5 ,6 8 3 .8 1  | E a g le  R iv e r 1 2 /9 2
1 1 3 1 0 0 7 3 3 3 ,3 9 3 .7 7  I J u n e a u 0 2 / 8 3
2 4 3 1 1 0 4 4 1 1 ,4 9 9 .9 2  j A n c h o ra g e 0 6 /8 4
3 2 3 1 0 0 5 3 9 ,7 7 3 .2 2  I K a n s a s 0 1 / 8 4

I I I
T o ta l TRS: i $  3 ,2 9 2 ,1 9 8 .8 1  |

i I I
L _ T h e  n a m e s  on  th e se  a c c o u n ts  h a v e  b e e n  om itted  o n  th e  a d v ic e  o f th e  
___ A tto rn e y  G e n e ra l ’s  O ffic e .

L E G I N Q F S . X L S



REO  P R O PE R T IE S
T E A C H E R S ' R E T IR E M E N T  S Y S T E M

As of June 30,1995

Lo an  Name

B o o k

B a la n c e Lo cation

Y ea r

P u rch a se d C om m ent

Curry, Lucille $ 67 ,500.00 Anchorage 02/93

Ebenbeck, R. 2 .00 Anchorage 02/86 Hazardous W aste 1-
Holland, S . L3/4/5 96,308.61 Anchorage 09/84 Hazardous W aste 2•

Sea ir 93.28 Anchorage 05/78

Slaymaker/Duffin 221,358.01 Kenai 11/83

Cole, C laudie 28 ,856.48 Kenai 07/78

Gilfilian, Robert 105,000.00 W asilla 02/85

Holland/Hofseth 390,000.00 Anchorage 06/77

Lethin Investments 225,637.41 Anchorage 09/77 Hazardous W aste 3-

I

To ta l T R S : $ 1 ,134 ,755.79 I
I

i i I
1. Floor drain & surface contamination - Remediation underway.

2. Surface contamination - Remediation underway.

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

materials - Remediation underway.

L E G I N Q F S . X L S



PERFORM ING  JUDGM ENTS
T E A C H E R S '  R E T I R E M E N T  S Y S T E M

As of June 30,1995

MME # 1‘

Bo o k  

B a la n ce  2' Date of Ju d g m en t

1 6 3 1 0 0 1 C $  3 ,4 7 0 .6 2 0 5 / 0 8 /8 9
1 6 3 1 0 0 1 B 6 ,8 5 4 .5 6 0 5 / 0 8 /8 9
0 4 3 1 0 5 8A 1 ,0 8 3 .1 6 0 8 /0 9 /9 1
2 4 3 1 1 0 6 B 2 ,1 5 8 .7 2 0 1 / 2 6 /9 4
2 4 3 1 1 0 6A 8 ,6 9 8 .5 0 0 8 / 0 3 /9 0
0 4 3 1 2 1 3 A 3 0 ,0 0 0 .0 0 0 1 / 2 2 /9 4
2 4 3 1 1 9 9A 6 5 ,4 5 0 .3 0 0 6 / 1 3 /9 0
0 4 3 1 1 8 5A 7 4 ,6 9 2 .5 0 0 1 / 1 7 /9 5

T o ta l T R S : $ 192,408.36

I
1 . T h e  n a m e s  o n  th e s e  a c c ou n ts  h a v e  b e e n  om itted  o n  th e  

a d v ic e  o f th e  A tto rn ey  G e n e ra l's  O ffic e .
I i

N eg o tia te d  d o lla r  am ou n t - M ay  be  d iffe re n t th an  the o rig in a l . 
____ ju d g m e n t am oun t .

L E G I N Q F S . X L S



NON -PERFORM ING  JUDGM ENTS
T E A C H E R S '  R E T I R E M E N T  S Y S T E M

As of June 30,1995

Nam e

Date of 

Ju d g m en t

O rig ina l Ju d g m en t 

A m ount

Duff/Kennedy/Pritchard 03/23/90 $ 123,304.76
Zim m erm an, Gerald 07/21/92 28,371.11
Hrubes, A  & S 10/01/92 30,000.00
Van G eyste l, Albert 02/02/93 128,167.95
Gilfilian 10/04/93 296,049.27
Chappell/lm lach 11/18/88 157,823.55
Lom ax, B 04/06/91 37,301.52
Poole / K ovacs 06/25/91 273,283.52
Miller, R ichard 06/18/94 1.00
Lakeside  C o . 03/26/91 1. 503,408.72
Lakeside C o . 08/23/90 1. 240,750.00

I I
To ta l Ju d g m e n ts  - T R S : | S  1 ,818 ,461.40

I I

i
1. Th is  amount reflects the full judgment, however, term settlem ents have

been negotiated with debtor. If the negotiated se‘ttlements, reflected in
the performing judgments, are paid off a s  agreed these am ounts will be
forgiven. I

j

L E G I N Q F S . X L S



A tta c h m e n t C

R E A L  E S T A T E  E Q U I T Y  I N V E S T M E N T  
M A N A G E M E N T  F E E S

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.

% g q u cst\P 2 T ar5 ;D o c



Schedule of Public Em ployees' and Teachers' R etirem ent System 's 
Real E state Investm ent M anagem ent fees 

fo r the 12 M onth Period E nding Ju n e  30, 1995

Manager Fund Contact Person Address

PERS TRS
A etn a  R e a lt y  In v e s to rs , In c . $  1 7 1 ,1 7 6  $  1 5 9 ,0 0 6  T h o m a s  J . A n a th an 2 4 2  T ru m b e ll S tre e t 

H a r t fo rd , C T  0 6 1 5 6 - 9 6 2 2

H e itm a n /JM B  A d v is o ry  S 4 2 8 ,4 4 8  $  2 5 2 ,7 3 8
C o rp o ra t io n

JP  M o rg a n  In v e s tm en t $  9 6 ,4 8 1  $  6 4 ,3 1 6
M an ag em en t, In c .

K o l l  In v e s tm e n t M an ag em en t $  9 1 ,8 4 1  $  3 9 ,3 6 1
(K a r s te n  /F i rs t  In te rs ta te  
F u n d  I )

H e rb e r t  W . K u e h n le

E a r lin g  A sh e im

T om  A ra i

1 8 0  N o r th  L a S a l le  S tree t 
C h ic a g o , I L  6 0 6 0 1 - 2 8 8 6

5 2 2  F i f th  A ven u e  at 4 4 th  S t re e t  
N e w  Y o rk , N Y  1 0 0 3 6

4 3 4 3  V on  K a rm a n  A venue  
N e w p o r t  B e a c h , C A  9 2 6 6 0

S e n t in e l R e a l E s ta te  
C o rp o ra t io n

$  6 1 9 ,1 0 9  $  2 9 ,2 7 3 1  D a v id  W e in e r 6 6 6  5 th  A venu e
N ew  Y o r k , N Y  1 0 1 0 3 - 2 6 9 8

'Xfjjuest VPZParS.Doc



R E A L  E S T A T E  C O N S U L T A N T  F E E S

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.

fyquest\!FZ Par5 .'D oc



R e a l  E s t a t e  C o n s u l t a n t  F e e s  P a i d  D u r i n g  F i s c a l  Y e a r  1 9 9 5

Name of F irm C ontact 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

'X fq u e st M PZParS. 'D oc



R E A L  E S T A T E  T R A V E L  I N F O R M A T I O N

Page 2, Paragraph 10:

"Please provide a summary of amounts paid during FY95 for staff travel, destinations, 
purpose of travel, dates o f travel, place of lodging, cost of lodging, business and personal 
agendas during travel, summary of gratuities received, the name and sponsor o f all 
gratuities, and the source of funds for all travel related e x p e n d itu re sAdditionally, 
please provide an explanation for 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.

XSquest MTZParf.'Doc



Travel Expenditures
FY 95

Traveler Tlllr Origination Departure
Dale

Return
Date Destination Purpose/Meet With Airfare Hotel Meals/ 

Other •
Tolil Cost 
of Travel

Charred to 
ASPIB

Charred In 
Non-ASPIB

Hotel
Rate/Night • Notes

Amnmlani Juneau 6/I2AJ5 6/I4AJ5 Anchorage Meet with CSflD, Key flank 200,(XI 194.40 130.74 525.14 - 525.14 194.406/14 meeting was canceled, stayed 
at her own expense

Debt Manager Juneau 3/6/95 3/7/95 Anchorage AMUI1A meeting, meetings with 
Moody's

118.00 72.36 165.33 355.69 - 355.69 72.36

Debt Manager 
Dclu Manager 
Isian Manager

Juneau 5/4/95 5/5/95 Anchorage Municipal Finance Officers meeting 286.00 65.00 105.25 456.25 - 456.25 65.00
Juneau 5/22/95 5/2 3 A/5 Anchorage AMDHA meeting 286.00 74.52 110.30 470.82 184.87. 286.00 74.52
Juneau 7/26/94 7/31/94 Fairbanks, Anchorage Property inspections 371.00 366.00 737.00 737.00 Went on a straight per diem rale- 

lintel and meals listed under 
"hotel"

Investment Officer III Juneau 8/23/94 8/23/94 Anchorage Presentation to Hxxnn Voider. Oil 
Spill Council and meet with AK 
Permanent Capital

218 00 102.00 320.00 320.00

Investment Officer III Juneau 9/8/94 9/10/94 Fairbanks ASPIU meeting 250 00 190 08 10800 548.08 • - 95 04
Investment Officer III Juneau 10/15/94 10/23/94 Minnesota. New York Meet with professionals in mortgage- 

backed securities
1.104 50 801.41 408.85 2,314.76 2,314.76 63.99

164.24
8046

10/15 Personal day, no per diem, 
one night no hotel claim

Investment Officer III Juneau 12/7/94 12/10/94 Anchorage ASPIB meeting 281 00 208.44 150.00 639.44 639.44 - 72.36
63.72

Had to stay an extra night due to 
weather

Asst Comptroller Juneau 12/7/94 12/10/94 Anchorage ASPIU meeting 281.00 20844 83.50 572.94 572.94 * 72.36
63.72

Had to stay an extra night due In 
weather

HI! Investment Officer Juneau 9/8/94 9/12/94 Fairbanks ASPIB meeting 293.00 190.08 103.00 58608 - - 95.04Two days personal Icave-no per 
diem or hotel

HI! Investment Officer Juneau 10/20/94 10/30/94 Phoenix,
San Francisco

Pension real estate conference, meet 
with real estate investment managers

969.00 838.02 371.50 2,178.52 2,178.52 209.51 10/20.21.29.30 no per diem or 
hotel, personal lime

HI: Investment Officer Juneau 12/7/94 12/10/94 Anchorage ASPII1 meeting 281.00 144.72 111.80 537.52 537.52 - 72.36
HI! Investment Officer Juneau 3/11/95 3/15/95 California Real estate seminar 504.00 407.28 164.65 1,075.93 1.075.93 77.28

110.00
3 breakfasts, 2 lunches, and 3 
dinners were provided by seminar, 
no per diem

Kl! Investment Officer Juneau 5/30/95 6/1/95 San Francisco Meet with Callan Associates 977.00 221.76 165.20 1.363.96 1,363.% - 110 88
HI! Investment Officer Juneau 6/17/95 6/20/95 Milwaukee. Wl 

Newark. NJ
Site inspections on JMIJ properties 2.005.00 207.62 206 6/. 2.419.28 2,419.28 • 58.40

149.22
HI! Investment Officer Juneau 6/21 A/5 6/24 A/5 Anchorage ASPIB meeting 444.00 306.72 120.20 870.92 870.92 . 153.36
Oepuly Commissioner Seattle 4/3A/5 4/4/95 Anchorage AIIFC briefing, meet with Anchorage 

Daily News
44400 81.(XI 151.85 676.85 676.85 81.00Was in Seattle on personal 

business. Paid airfare difference to 
bring cost of airfare to S444: die 
Juneau-Anchorage rate

Deputy Commissioner Juneau 4/12/95 4/13/95 Anchorage AHFC worksession A board meeting 152.00 - 149.68 301.68 - 301.68 -

• May include com of pre-authnrired car rental | /drbbir/excel/hettr TRAVEIJt Xl-S



Travel Expenditures
FV 95

Departure
Dale

Purpose/M eel With Airfare Hotel Meals/ Total Cost Charyrd to Charged to Hotel •NotesTraveler Title Origination Date Destination Other • of Travel ASPIB Non-ASPIB Rate/Nlghl

Deputy ('rutnnissirmcr Juneau 5/19/95 5/31/95 llmtun Frlucatinnal meetings 752.50 789.84 226.13 1.768.47 I.76R.47 ■ 197.46On personal leave as of noon 5/26. 
no per diem or hotel

Dcpuly Commissioner Juneau 6/2/95 6/7/95 Wyoming W Slate Treasurer's conference 798.60 444.96 105.07 1.348.63 - 1,348.63 111.246/2 had to overnight in Sea due to 
late departure

Deputy Commissioner 
Dcpuly Commissioner 
Investment Officer II

Juneau 6/21/95 6/23/95 Anchorage
Anchorage

ASPIB meeting 
AMItnA meeting

444 00 306.72 85.00 835.72 835.72 . 153.36
Juneau 7/20/25 7/20/J5 321.04) . 26.00 347.00 . 347.00
Juneau 9 M M 9/10/94 Fairbanks ASPIU meeting 408.(10 95.04 69.00 57204 . . 95.04

Investment Officer II Juneau 11/4/94 11/13/24 New York "Grant's investment conference", meet 
with brokers

963.00 821.20 318.06 2,102.26 2,102.26 IM.24 11/5,12 Personal days-no per diem, 
made personal arrangements for 
hotel on 11/4,5,11,12

Investment Officer II Juneau 6/22/95 6/23/95 Anchorage ASPIB meeting 444.00 153.36 91.00 688.36 688.36 ■ 153.366/23 lunch was provided, no per 
diem

Ciuuplrnllei
Secretary

Juneau 4/15/95 4/20/95 Boston Meet with SSB. Portia training 744.00 499.15 213.91 1,457.06 . 1,457.06 99.83
Juneau 12/7/94 12/10/94 Anchorage ASPIB meeting 118.00 208.44 116.00 442.44 442.44 • 72.36

63.72
Had to stay an extra night due to 
weather

Investment Officci 1 Juneau 12nn\ 12/8/94 Anchorage ASPIB meeting 281 (X) 72.36 f>4.00 417.36 417.36 - 72.36
Investment Officer 1 Juneau 3/4/95 3/11/25 New York. Boston Fixed income seminar in NY. visit 

brokerage firms and SSB in Boston
930.00 842.30 338.95 2.111.25 1.414.54 696.71 76.59 

100 08 
99.88 
16282

Had to overnight in Seattle due to 
weather

Chief Investment Off. Juneau 8/18/94 8/26/94 ■daho, New York, 
Minnesota

Meet with external managers, 
economists, SSB

2.360.00 819.35 361.85 3.541.20 3.541.20 *

Chief Investment Off. Juneau 9/10/94 Fairbanks ASf’lll meeting 250 00 285.12 127.00 662.12 662.12 - 95 04
Chief Investment Off. Juneau 10/9/24 10/12/24 San Francisco Meet with external managers and 

performance measurement cons.
454.00 299.90 IM.46 918.36 918.36 • 7659

146.72
Chief Investment Off. Juneau 10/22/94 10/26/94 Arizona Pension real estate conference 538 (X) 640.01 267.87 1.445.91 1.445.91 . 160.01
Chief Investment Off. Juneau 10/31/94 11/2/94 Anchorage ASPIB. PERS.TRS meetings 444.00 162.00 112.00 718.00 718.00 . 81.00
Chief Investment Off. Juneau 2/22/95 mini Anchorage rERS meeting regarding SBS 

structure
118.00 - 51.00 169.00 169.00 • •

Chief Investment Off. Juneau 3/6/95 3/10/95 Anchorage. Fairbanks SBS public meetings 572.00 261.36 172.00 1,005.36 1,005.36 • 72.36
58.37.

Chief Investment Off. Juneau 5/2/95 5/2/95 Anchorage AHFC audit committee meeting 444.00 . 57.75 501.75 . 501.75 -
Chief Investment Off. Juneau 5/20/95 imm Boston.

San Francisco
Educational meetings 904.00 1,230 03 330.00 2.4M.03 2.4M.03 • 197.46

146.72
Chief Investment Off. Juneau 6/2I//5 6/23/95 Anchorage ASPIB meeting 444.00 30fi.72 124.00 874.72 874.72 • 153.366/23 lunch was provided, no per 

diem
Chief Investment Off. Anchorage 12/7/25 12/10/94 Anchorage ASPIB meeting 281.00 208.44 150.00 639.44 639.44 • 72.36

63.72
Cash Manager Juneau 10/8/24 10/12/94 Texas TMA conference 659.00 386.46 301.72 1.347.18 - 1.347.18 128.82

• May include cost of prcauthorir.rd car rcnlal i /deNne/racel/betty TRAVF.I.U.XIS



Travel Expenditures
FY 95

Departure
Dale

Ketum
Dale

Purpose/Meet With Hotel
Meals/ Total Cost Charyed lo f*tiarycd lo Hotel • NotesTraveler Title Orlglnalion Destination Airfare Other • or Travel ASPIB Non-ASPIB Rale/Nlght

t 'ash Manager Juneau 5/17/93 3/22/95 Wash. DC NASACT conference 804.00 274 70 184 00 1.262.20 1.262.20 137.105/21 personal lime. Stayed over 
weekend to lower airfare-no lodginp 
reimbursement requested _

Accounting Tech Juneau 9/1 HAM 9/28/94 Boston Portia users' conference, meel with 
SSB

731.50 95991 301.50 1.992.91 ■ • 137.13

- - 1

• May include cost of pre-aulhorircd car rental j AJebbif/rscf1/helly THAVFJ.n Xl.5



C i t y  C o m m e r c e
C O R P O R A T I O N

Commercial 3 onUd**, 3 < rC  and S ta te  of /A laska R o is te r e d  CJnvuafwien* /Advisor, c£RJ*S/A Fiduciary

J a n u a r y  3 1 ,  1 9 9 6

T h e  H o n o r a b l e  T e r r y  M a r t i n ,  C h a i r  
L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  0 .  B o x  1 1 3 2 0 0  
J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 2 0 0

D e a r  R e p r e s e n t a t i v e  M a r t i n :

T h a n k  y o u  f o r  y o u r  l e t t e r  o f  J a n u a r y  2 5 ,  1 9 9 6 .  Y o u  i n d i c a t e d  t h a t  m y  l e t t e r  w a s  a b o u t  
a f f o r d a b l e  h o u s i n g .  I n  a  s e n s e ,  i t  w a s .  P r i v a t e l y  o w n e d  a p a r t m e n t  r e n t s  a r e  s u b s t a n t i a l l y  
h i g h e r  i n  y o u r  d i s t r i c t  a n d  a r o u n d  t h e  s t a t e  t h e n  t h e y  n e e d  t o  b e .  R e n t s  f o r  c o m m e r c i a l  
b u i l d i n g s  a r e  h i g h e r  t h a n  t h e y  n e e d  t o  b e .  B o t h  a r e  d u e  t o  t h e  l a c k  o f  a c c e s s  t o  n a t i o n a l  
c a p i t a l  m a r k e t s .  O u r  s t a t e  i s  e x c l u d e d  f r o m  n o r m a l  c a p i t a l  a c c e s s  b y  m i s p e r c e p t i o n s  o f  
o u r  e c o n o m y ,  b y  r e m o t e n e s s  f r o m  t h e  m a r k e t s  a n d  b y  s m a l l e r  l o ^ n  d e m a n d  a s  c o m p a r e d  
t o  o t h e r  s t a t e s .  T h e  c r i m e ,  T e r r y ,  i s  t h a t  o u r  o w n  s t a t e ’ s  i n v e s t m e n t  f u n d s  p a r t i c i p a t e  i n  
a n d  e n c o u r a g e  t h i s  c o n t i n u e d  c a p i t a l  e x c l u s i o n .

P r i v a t e l y  o w n e d  a p a r t m e n t  a n d  c o m m e r c i a l  b u i l d i n g  f i n a n c i n g  n e e d  b e  n o t  s u b s i d i z e d  
n o r  s h o u l d  i t  b e  a  c o s t  b u r d e n  t o  t h e  S t a t e  o f  A l a s k a .  T h i s  i s  n o t  f i n a n c i n g  f o r  s u b s i d i z e d  
o r  n o n  p r o f i t  p r o j e c t s .  T h i s  i s  f i n a n c i n g  f o r  a p a r t m e n t s  i n  M o u n t a i n  V i e w  t h a t  w i l l  a l l o w  
l o c a l  p e o p l e  t o  r e c a p t u r e  o w n e r s h i p  o f  t h e i r  n e i g h b o r h o o d s .  S u r e l y  y o u  a r e  a w a r e  o f  t h e  
a p a r t m e n t  c r i s i s  w h i c h  is  o n g o i n g  t h r o u g h o u t  t h e  s t a t e .  I t  i s  c a u s e d  b y  l a c k  o f  l o n g  t e r m  
f i n a n c i n g .

W e ’ v e  d o c u m e n t e d  t h a t  A l a s k a n  i n v e s t m e n t  i s  g o o d  q u a l i t y  i n v e s t m e n t .  Y o u  a n d  y o u r  
c o m p a t r i o t s  i n  t h e  L e g i s l a t u r e  e v e n  p a s s e d  A S  3 7 . 1 3 . 1 2 0  w h i c h  d i r e c t s  t h e  A l a s k a  
P e r m a n e n t  F u n d  C o r p o r a t i o n  B o a r d  o f  T r u s t e e s  t o  i n v e s t  i n  ‘ i n  s t a t e ’  i n v e s t m e n t s  i f  t h e  
‘ i n  s t a t e ’ i n v e s t m e n t  i s  c o m p a r a b l e  in  y i e l d  a n d  r i s k .  O u r  s t u d i e s  h a v e  p r o v e n  t h e  
c o m p a r a b i l i t y  o f  r i s k  a n d  t h e  c o m p a r a b i l i t y ,  i n d e e d ,  t h e  s u p e r i o r i t y  o f  y i e l d .  A n d  y e t  
n o n e  o f  t h e  f u n d s  a r e  i n v e s t i n g  i n  A l a s k a .  W h i l e  I  a p p l a u d  t h e  P e r m a n e n t  F u n d ’ s  a w a r d  
o f  a  c o n t r a c t  t o  a n  A n c h o r a g e  f u n d  m a n a g e r  f o r  S 7 5  m i l l i o n ,  I  m u s t  a l s o  p o i n t  o u t  t h a t  a  
f i x e d  i n c o m e  i n v e s t m e n t  i s  a  b o n d  m a r k e t  i n v e s t m e n t  w h i c h  i n c r e a s e s  e m p l o y m e n t  i n  
C h i c a g o  n o t  A l a s k a .

C W  • S ...le  3 0 5  • P c i  Office B • /W K o -o j je , .K lc U a  9 9 5 2 <*-1**“ 6  ■ PUom : 9 0 7 -5 6 3 -9 (5 0 3  • P c  9 0 7 - 5 6 3 - 6 9 0 -



Y o u  n e e d  n o t  d e f e n d  p o l i c i e s  t h a t  p r o v i d e  f o r  s a f e  i n v e s t m e n t  o f  t h e  A l a s k a  P e r m a n e n t  
F u n d  a n d  t h e  p e n s i o n  f u n d s  w i t h  m e .  W h e n  G o v e r n o r  H a m m o n d  a p p o i n t e d  m e  t o  t h e  
I n v e s t m e n t  A d v i s o r y  C o m m i t t e e  i n  1 9 7 8 ,  w e  s h a p e d  t h e  s a f e  i n v e s t m e n t  p o l i c i e s  o f  t h e  
A l a s k a  P e r m a n e n t  F u n d .  I  w a s  a n d  s t i l l  r e m a i n  u n w a v e r i n g  i n  m y  d e m a n d s  f o r  
p r o t e c t i n g  t h o s e  f u n d s  f r o m  t h e  k i n d  o f  w a s t e f u l  p r o g r a m s  p r a c t i c e d  b y  t h e  A lb e r t a .  
H e r i t a g e  F o u n d a t i o n .  A s  a  t h i r d  g e n e r a t i o n  A l a s k a n  w i t h  a  f o u r t h  g e n e r a t i o n  g r o w i n g  a t  
h o m e ,  I  h a v e  e v e r y  r e a s o n  t o  b e  j u s t  a s  p r o t e c t i v e  a s  y o u r s e l f  r e g a r d i n g  t h e  i n v e s t m e n t  
p o l i c i e s  o f  t h e  f u n d s .  O n  t h e  s a f e t y  f a c t o r s ,  w e  c e r t a i n l y  d o  a g r e e .

P a t e r n a l  p r o t e c t i o n ,  h o w e v e r ,  s h o u ld  n o t  b e  u s e d  t o  j u s t i f y  e x c l u d i n g  A l a s k a n  
i n v e s t m e n t s  w h i c h  w o u l d  b e  f i n a n c e d  b y  v i r t u a l l y  a n y  o t h e r  s t a t e ’ s  i n v e s t m e n t  f u n d s  b u t  
A l a s k a ’ s .  T h e  W a s h i n g t o n  s t a t e  e m p l o y e e  p e n s i o n  f u n d ,  f o r  e x a m p l e ,  ( r o u g h l y  t h e  s a m e  
s i z e  a s  o u r  P e r m a n e n t  F u n d  w i l l  f i n a n c e  a b o u t  $ 5 0 0  m i l l i o n  d o l l a r s  i n  1 9 9 6 ,  4 4 %  o f  i t  i n  
t h e i r  h o m e  r e g i o n .  P E R S  a n d  T R S  a r e  a l l o w e d  t o  i n v e s t  i n  A l a s k a  -  b u t  s i m p l y  r e f u s e .

A t  y o u r  h e a r i n g ,  l e t ’ s  f i n d  o u r  w h y  a  p r o g r a m  t h a t  w o r k s  i n  e v e r y  o t h e r  s t a t e ’ s p e n s i o n  
f u n d s  a n d  h a s  b e e n  p r o v e n  t o  w o r k  in  A l a s k a  is  n o t  p r a c t i c e d  b y  f u n d s  f i n a n c e d  b y  t h e  
A l a s k a n  t a x p a y e r s ’  m o n e y .  I  w a n t  t o  h e a r  t h e  m a n a g e r s  t e l l  u s  w h y  t h e y  f e e l  t h a t  A l a s k a  
a p a r t m e n t s  a n d  c o m m e r c i a l  b u i l d i n g s  s h o u ld  n o t  b e  f u n d e d .  D o  t h e y  s e r i o u s l y  f e e l  t h a t  
A l a s k a n  i n v e s t m e n t  c a r r i e s  i n o r d i n a t e  r i s k ?  I f  s o  a n d  w i t h  y o u r  p e r m i s s i o n .  I  w i l l  
d o c u m e n t  h o w  t h e  A l a s k a  a p a r t m e n t  a n d  c o m m e r c i a l  b u i l d i n g  m a r k e t s  o u t p e r f o r m  o t h e r  
c o m p a r a b l e  m a r k e t s  l i k e  L o s  A n g e l e s ,  D a l l a s  o r  N e w  Y o r k  C i t y  w h e r e  o u r  f u n d s  d o  
i n v e s t .  W e  h a v e  c o m p a r e d  o t h e r  s t a t e s ’  w h o l e  e c o n o m i e s  t o  A l a s k a ’ s  e c o n o m y  t o  p r o v e  
t h e  r i s k  c o m p a r a b i l i t y  o f  A l a s k a n  i n v e s t m e n t .  A n d  y e t ,  e v e n  w i t h  t h i s  p r o o f ,  w h i c h  n o  
o n e  d e n i e s ,  A l a s k a n s  a r e  s t i l l  b e i n g  e x c l u d e d  f r o m  i n v e s t i n g  o u r  o w n  f u n d s  a t  h o m e ,  a s  
e v e r y  o t h e r  s t a t e  d o e s .  T h a t  is  j u s t  s i m p l y  w r o n g .

A  s a f e  a n d  s e c u r e  i n v e s t m e n t  p r o g r a m  c a n  b e  m a n a g e d  b y  t h e  p r i v a t e  s e c t o r  w i t h i n  a  
c o n t e x t  o f  c a u t i o u s  i n v e s t m e n t s  a n d  in  f u l f i l l m e n t  o f  t h e  f i d u c i a r y  r e s p o n s i b i l i t i e s  o f  
t r u s t e e s  o f  t h e  f u n d s .  W e  h a v e  p r e s e n t e d  s u c h  a  p r o g r a m ,  t h e  A l a s k a  S m a l l  B u s i n e s s  
D e v e l o p m e n t  F u n d ,  t o  t h e  f u n d s  w h i c h  w o u l d  s a f e l y  p r o v i d e  a c c e s s  t o  t h e  n a t i o n a l  
c a p i t a l  m a r k e t s  b y  p a c k a g i n g  s m a l l  A l a s k a n  l o a n s  a n d  p o o l i n g  t h e m  w i t h  l o a n s  f r o m  
o t h e r  s t a t e s  t o  s e l l  i n t o  t h e  s e c o n d a r y  m a r k e t .  A s  a n  S E C  r e g i s t e r e d  I n v e s t m e n t  A d v i s o r ,  
w e  h a v e  s u g g e s t e d  a  f o r m a t  t h a t  i s  v i r t u a l l y  i d e n t i c a l  t o  t h e  m e t h o d s  t h e  f u n d s  u s e  t o  
i n v e s t  i n  t h e  s t o c k ,  b o n d  a n d  “ o u t s i d e "  r e a l  e s t a t e  m a r k e t s .  A l a s k a  H o u s i n g  F i n a n c e  
C o r p o r a t i o n  h a s  e v e n  a g r e e d  t o  b e  a  P e r f o r m a n c e  A n a l y s t  t o  b o t h  t h e  P e r m a n e n t  F u n d  
a n d  C i t y  C o m m e r c e  C o r p o r a t i o n  t o  f a c i l i t a t e  t h e  p r o g r a m .



T h e  P e r m a n e n t  F u n J ’ s  l o c a l  i n v e s t m e n t s  w h i c h  y o u  m e n t i o n e d  i n  y o u r  l e t t e r  a r e  
a c k n o w l e d g e d .  Y e s ,  t h e y  d i d  p a r t i c i p a t e  s o m e  y e a r s  a g o  i n  t h e  F r o n t i e r  B u i l d i n g  w h i c h  
is  p r i m a r i l y  l e a s e d  t o  t h e  S t a t e  o f  A l a s k a ,  / a i d ,  y e s ,  t h e y  d i d  i n v e s t  i n  t h e  G o l d b e l t  o f f i c e  
b u i l d i n g  i n  w h i c h  t h e y  a r e  t h e  p r i m a r y  o c c u p a n t s .  A n d ,  y e s ,  t h e y  d i d  b u y  C o m m i s s i o n e r  
L l o y d  H a m e s ’  s h o p p i n g  c e n t e r  i n  K e t c h i k a n  d u r i n g  t h e  H i c k e l  A d m i n i s t r a t i o n .  T h e  
c o n c l u s i o n  t h e n  i s  t h a t  i f  y o u  a r e  t h e  s t a t e  o r  t h e  P e r m a n e n t  F u n d ,  y o u r  p r o j e c t  i n  A l a s k a  
c a n  b e  f u n d e d ?  T h e r e  a r e  p r i v a t e  s e c t o r  i n v e s t m e n t s  i n  A l a s k a  j u s t  a s  a t t r a c t i v e  a s  t h o s e  
m a d e  t o  f a c i l i t a t e  s t a ' e  r e l a t e d  a c t i v i t i e s .

E v e r y  o t h e r  s t a t e  i n  t h e  n a t i o n  m a n a g e s  t h e i r  p e n s i o n  a n d  i n v e s t m e n t  f u n d s  i n  s u c h  a  w a y  
t h a t  t h e y  h e l p  t h e  l o c a l  e c o n o m y ,  n o t  h u r t  i t .  W h e n  I  t r a v e l  a n d  b r i n g  b a c k  m a r k e t s  f o r  
A l a s k a n s ,  I  h e a r ,  i f  y o u r  o w n  s t a t e ’ s  p e n s i o n  f u n d s  e x c l u d e  A l a s k a n  i n v e s t m e n t ,  w h y  
s h o u l d  o u r  p e n s i o n  f u n d  ( o r  s a v i n g s  a n d  l o a n  o r  b a n k  o r  W a l l  S t r e e t  d e a l e r )  i n v e s t  t h e r e ?

R a t h e r  t h a n  d e f e n d i n g  t h e  s t a t u s  q u o  o f  a b s o l u t e  c o n t r o l  o f  t h e s e  i n v e s t m e n t  f u n d s  b y  
“ o u t s i d e ”  I n v e s t m e n t  A d v i s o r s ,  ( f u n d i n g  S e a t t l e ’ s  a b i l i t y  t o  c o m p e t e  a g a i n s t  y o u r  
c o n s t i t u e n t s ’  b u s i n e s s e s ) ,  I  w o u l d  t h i n k  y o u  w o u l d  w a n t  t o  f o s t e r  a  s a f e  i n v e s t m e n t  
p r o g r a m  w h i c h  w o u l d  g r o w  t h e  i n d e p e n d e n c e  a n d  s u c c e s s  o f  o u r  l o c a l  b u s i n e s s e s ,  
D e f e n d i n g  b u r e a u c r a t i c  i n a c t i o n  s t r e n g t h e n s  t h e  c o m p e t i t i o n  a g a i n s t  y o u r  c o n s t i t u e n t s ’  
b u s i n e s s e s .  Y o u  h a v e  a lw a y s  b e e n  a  s t r o n g  s u p p o r t e r  o f  d i e  l o c a l  s m a l l  b u s i n e s s  
c o m m u n i t y ,  a s  I  h a v e  b e e n .

W i t h  r e g a r d  t o  A l a s k a n  i n v e s t m e n t ,  y o u  h a v e  a  c l e a r  c h o i c e :  t o  s u p p o r t  c o n t i n u e d  
b u r e a u c r a t i c  i n a c t i o n  a n d  e x c u s e s  a b o u t  w h y  i n v e s t m e n t  in  A l a s k a  i s  w r o n g  o r  s u p p o r t  a  
p r o v e n  i n  s t a t e  i n v e s t m e n t  p r o g r a m  w h i c h  m a k e s  a  p r e m i u m  r a t e  o f  r e t u r n  f o r  t h e  f u n d s  
a n d  d o e s n ’ t c o s t  t h e  s t a t e  a  d i m e  t o  m a n a g e .  T h e  p r o g r a m  i s  f u n d e d  b y  t h e  o r i g i n a t i o n  
r e c e i p t s  a n d  s t i l l  p r o v i d e s  a  p r e m i u m  r a t e  o f  r e t u r n  t o  t h e  f u n d s .

A l a s k a n  p a y  t h e i r  b i l l s  e v e r y  b i t  a s  w e l l  t h o s e  w h o  r e s i d e  o u t s i d e .  Y e s ,  w e  h a d  a  
r e c e s s i o n .  S o  h a s  e v e r y  o t h e r  s t a t e  i n  t h e  n a t i o n .  T h e  A l a s k a n  e c o n o m y  i s  a  c y c l i c a l  
e c o n o m y .  A n d  s o  i s  e v e r y  o t h e r  s t a t e s ’ e c o n o m y .  T h e r e  i s  n o  r e a s o n  t o  e x c l u d e  q u a l i t y  
A l a s k a n  i n v e s t m e n t .  P r o t e c t i o n  o f  t h e  s t a t u s  q u o  d e l i g h t s  t h o s e  w h o  c u r r e n t l y  c o n t r o l  o u r  
m o n e y .  T h e y  g e t  t o  u s e  i t  t o  f u e l  t h e i r  e c o n o m i e s  i n s t e a d  o f  o u r s  b u t  t h a t  i s  n o t  
a p p r o p r i a t e  p u b l i c  p o l i c y  f o r  A l a s k a .

P e r h a p s  i t  i s  p a r o c h i a l  t o  s u g g e s t  t h a t  A l a s k a n  i n v e s t m e n t  c a n  b e  o f  g o o d  q u a l i t y  b u t  I ’ l l  
t a k e  t h a t  r i s k .  M y  c o m p a n i e s  h a v e  p r o v i d e d  h u n d r e d s  o f  m i l l i o n s  o f  d o l l a r s  o f  
i n v e s t m e n t  a l l  o v e r  o u r  s t a t e .  O u r  i n v e s t m e n t  e x p e r i e n c e  h a s  b e e n  g o o d  a n d  w e  c o n t i n u e  
t o  i n v e s t  o v e r  $ 1 , 0 0 0 , 0 0 0  p e r  d a y  i n  A l a s k a ’ s  e c o n o m y .  I  b e l i e v e  t h a t  A l a s k a n s  s h o u l d  
i n v e s t  t h e i r  m o n e y  a t  h o m e  a s  I  h a v e  d o n e .  E v e n  s t a t e  p e n s i o n  f u n d s ,  T e r r y ,  s h o u l d  
i n v e s t  o u r  m o n e y  a t  h o m e .
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D i v e r s i t y  o f  i n v e s t m e n t ?  O f  c o u r s e .  A  b a la n c e d  i n v e s t m e n t  p o r t f o l i o ?  Y e s .  C o m p e t e n t  
a n d  a c c o u n t a b l e  I n v e s t m e n t  A d v i s o r s ?  D e f i n i t e l y .  W e  b a c k  o u r  p r o g r a m  w i t h  a  
5 1 , 0 0 0 , 0 0 0  e r r o r s  a n d  o m i s s i o n  p o l i c y  w h i c h  i s  p r e t t y  t o u g h  t o  g e t .  W e  a c c e p t  f u l l  
f i d u c i a r y  r e s p o n s i b i l i t y  f o r  o u r  a c t i o n s .  B u t ,  w e  h a v e  c h o s e n  t o  m a k e  a  m a r k e t  i n  
f i n a n c i n g  A l a s k a n  a p a r t m e n t s  a n d  c o m m e r c i a l  p r o p e r t i e s  s i n c e  o t h e r s  h a v e  e x c l u d e d  
t h e m .  Y o u r  c o n s t i t u e n t s  n e e d  y o u r  s u p p o r t  f o r  t h i s  p r o g r a m  n o t  y o u r  d e f e n s e  o f  t h e  
b u r e a u c r a t i c  b l o c k a g e  o f  A l a s k a n  i n v e s t m e n t .

I  l o o k  f o r w a r d  t o  f u r t h e r i n g  o u r  d i s c u s s i o n  p e r s o n a l l y  b e f o r e  y o u r  p a n e l  i n  J u n e a u  o n  
F e b r u a r y  7 ,  1 9 9 6  a t  4 : 1 5  P M .  T h e  i n v e s t m e n t  p o l i c i e s  o f  t h e  s t a t e ’ s  i n v e s t m e n t  a n d  
r e t i r e m e n t  f u n d s  c a n  b e  a  v i t a l  p a r t  o f  a  h e a l t h y  e c o n o m y  i n  A l a s k a  f o r  1 9 9 6 .

P r e s i d e n t
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L E G I S L A T I V E  B U D G E T  A N D  A U D I T  C O M M I T T E E
Division of Legislative Finance

P . O .  B o x  1 1 3 2 0 0  
J u n e a u ,  A K  9 9 8 1 1 - 3 2 0 0  

( 9 0 7 )  4 6 5 - 3 7 9 5  
F A X  ( 9 0 7 )  4 6 3 - 4 8 S 5

January 25, 1996

Mr. James M. C raw ford 
President
C ity Commerce Corporation 
P.O. Box 241446 
Anchorage, AK 99524-1446

Dear Mr. C raw ford :

Thank you  fo r you r recent letter expressing concern about the financing o f 
a ffo rdab le  housing in Alaska. Your letter and the enclosed article by Robin 
W ard  are thought p rovok ing , and m any pertinent points are made. The 
Leg islative Budget and Audit Comm ittee w ill be meeting jo in t ly  w ith the 
H ouse Finance Subcommittee for the Departm ent o f Revenue in the House 
Finance Comm ittee room  in Juneau's C ap ito l Bu ild ing  on Feb ruary  7th at 
4:30 pm . The meeting has been schedu led  to exam ine the investm ent 
strategies and performance o f the Perm anent Fund and the three m a jo r state 
retirem ent funds. Your letter and the attachment, as w e ll as this response, 
w ill be p rov ided to the participants o f that meeting.

The state o f A laska has subsidized a ffo rdab le  housing fo r iis residents in the 
am ount o f app rox im ate ly $1 b illion  th rough  the A laska H ousing  Finance 
C o rpo ra tion . This leve l o f assistance is h igher than any other state in the 
country . It is my view  that any add itiona l funds fo r  housing sh ou ld  be 
supp lied  by the private sector.

I feel I must come to the defense o f the investment funds fo r which I have 
ove rs igh t as chairm an o f the Leg islative Budget and A ud it Com m ittee . 
A lthough  I w ill m ostly speak to the Perm anent Fund, I feel that the state's 
three m a jo r investment funds are s im ila r ly  positioned. The most im portan t 
investm ent goa l o f the Permanent Fund  is to protect the p rin c ip a l o f the 
Fund. The Fund's investment strategy is aimed first at this im portan t goal, 
and then at creating income from  its investments to p rov ide fo r d iv idends,
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and at facilitating long-term  growth o f the Fund. A lthough Permanent Fund 
p rincipa l investments in A laska are lim ited , hundreds o f m illions o f d o lla rs  
in d ividends are put into the hands o f A laska consumers every year. I am  
sure much o f that m oney finds its way into loca l financial institutions to be 
used to finance housing and in many other ways which benefit A la ska ’s 
econom y.

The Supp lemental Benefits System (SBS) Fund may invest up to 20 percent o f 
its p o rtfo lio  in mortgages, but no direct investment in real estate is a llow ed . 
The Pub lic Em p loyees Retirement System  (PERS) Fund and the Teachers 
Retirem ent System  (TRS) Fund are a llow ed  up to 5 percent investm ent in 
rea l estate, and a moderate amount o f investment in mortgage instruments. 
The Permanent Fund may invest up to\$ percent o f its p o rtfo lio  in real estate 
and 15 percent in mortgages, and in fact, the Fund has several rea l estate 
investments in A laska. The Fund owns 40 percent o f the C-oldbelt office 
bu ild ing  in Juneau, and it holds participating mortgages in both the F ron tie r 
office bu ild ing  in Anchorage, and in P laza Po rt West, a shopping center in 
Ketchikan. In  addition, the Permanent Fund has a special p rog ram  called the 
A laska Certificates o f D eposit p rog ram , which makes funds ava ilab le  to 
A laska banks at m arket rates o f return. You m ight also be interested to know  
that the Perm anent Fund recently contracted w ith the A laska Perm anent 
C ap ita l M anagement Com pany in Anchorage (o f which Dave Rose is a 
principal) to manage $75 m illion  of its funds.

Yes, the Perm anent Fund Corp and the State Pension Investment Board  are 
cautious about their investments, but they are fu lfi llin g  their mandates and 
help ing Alaska's economy in many ways. These funds can't be everyth ing to 
every citizen. Let us not forget the lessons learned from  the A lberta Heritage 
Foundation , which invested heavily in the A lberta economy and su ffe red  
great losses from  such action.

Again, I thank you  fo r you r concern. Please feel free to contact me again, and 
to attend the February 7th Legislative Budget and Audit Committee Meeting.

S incere ly ,

Rep. Terry 'Martin, Chair 
Legislative Budget & Audit Committee
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New sta te  loan program  could 
bring more apartm ents to luneau
By Larry Pcrsily
Staff writer, 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 o f waiting for the financing 
option.
The Alaska Housing Finance 

Corp.’s new mullifamily-housing 
program probably w ill 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 o f at leust 
five units w ill be eligible for the 
program.
The state w ill cover up to 80 

percent o f the mortgage, with banks 
taking the remaining 20 percent. The 
state’s portion o f the loan w ill 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 o f 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

o f 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- 

tcrni) financing," Grucning said.
In Juneau, Grucning expects some 

people w ill 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 w ill 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 o f soliciting 

applications,” Sieberts said.
A IIFC has offered multifamily 

loans since 19lJ2 but there has been 
minimal interest in the program, 
which requires owners to set aside at 
least 20 percent o f the units for low- 
and modcrate-income tenants.
“ Some o f 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 o f the 
program started almost two years 
ago at the request o f 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 w ill not cover 

construction financing; developers 
still w ill have to get that through 
private lenders. The A l IFC mort­
gages w ill kick in after construction 
is completed. The program also w ill 
cover the purchase o f existing rental 
units, with money for remodeling —  
up to 25 percent o f the purchase 
price —  Kapansky said.
Refinancing of existing mortgages 

also w ill be covered under the 
program, he said.

T l N k t
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N E A - A L A S K A  P O S I T I O N  
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 o f 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
A N C H O R A G E  R E G IO N A L  O F F IC E  • 1840 S Buga* Street, Suite 103  •  Anchorage, 4J.iska 9 9 5 0 8  • ,0 0 7 , 2 74 0 5 3 6  • FAX: ,9 0 7 )  2 - 4  0 5  

J U N E A U  O F F IC E  • 114 Second Street •  luneau. Alaska 9 9 8 0 1  • - 9 0 "  5 8 6 -5 0 9 0  • FAX 9 ()7 i 5 86  2744  
F A IR B A N K S  R E G IO N A L  OFFTCF • 2 ! iS  Cushman Street •  Fairbanks. Alaska 9 0 *01  •  9 0 “  450 445;  • pvX 9 0 *  4 5 6  2150



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 B IL L 

FOR AN ACT ENTITLED 

^  1 "An Act relating to the procurement o f investment and brokerage services by

2  the Alaska State Pension Investment Board."

3 BE IT  ENACTED BY H IE  LEG ISLATURE OF THE STATE OF ALASKA :

4 * Section 1. LEGISLATIVE FINDINGS AND PURPOSE, ( a )  T h e  l e g i s l a t u r e  f i n d s  t h a t

5  ( 1 )  t h e  e x i s t e n c e  o f  a  s t r o n g  a n d  h e a l t h y  f r e e  e n t e r p r i s e  s y s t e m  i s  d i r e c t l y

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

7  o p p o r t u n i t y  f o r  b u s i n e s s e s  in  t h e  s t a t e  t o  g r o w  a n d  e x p a n d ;

8  ( 2 )  t h e  s t a t e  n e e d s  t o  e x a m i n e  i t s  p u r c h a s i n g  p r a c t i c e s  in  o r d e r  t o  e n s u r e  t h a t

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

1 0  s e r v i c e s  a v a i l a b l e  in  t h e  s t a t e  a n d  t o  f o s t e r  b i d d i n g  b y  l o c a l  a n d  r e s i d e n t  b u s i n e s s e s .

1 1  ( b )  T h e  l e g i s l a t u r e  d e c l a r e s  t h a t  t h e  p u r p o s e  o f  t h i s  A c t  i s  t o  f o s t e r  a  p r o c u r e m e n t

1 2  p r o c e s s  w h e r e  b u s i n e s s e s  in  t h e  s t a t e  o b t a i n  a  f a i r  p r o p o r t i o n  o f  t h e  s t a t e ’ s  t o t a l  p r o c u r e m e n t

1 3  c o n t r a c t s .

^  1 4  *  S e c .  2 .  A S  3 7 . 1 0 . 2 2 0 ( a )  i s  a m e n d e d  t o  r e a d :

9-LS1179\F

CS FOR HOUSE BILL NO. 345(STA)

HB0345b -1- CSHB 345(STA)
N e w  T e x t  U n d e r l i n e d  [ D E L E T E D  T E X T  B R A C K E T E D ]
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N E A - A L A S K A  P O S I T I O N  
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
A N C H O R A G E  R E G IO N A L  O F F IC E  • IM-JO S Brjitjw Stn-et. Suik 103 • A iw h o fi f f .  Vjvkj W508 • *ii)” • 2*4 0536 • FAX 10~i 2~4 0.451 
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April 15, 1996
To: KXJHE TABOR AND COMERCE CCM'UTTEE 
Re: HB 518
I an. a Flat Rate Autonotive Technician and a registered voter in the State 
of Alaska, I support HB 518. This will allow me the flexibility to work 
extra hours as I ieel the need. If HB 518 is not approved I 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.



9-LS1179\F

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

N I N E T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N  

BY THE HOUSE STATE AFFAIRS COMMITTEE 

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

Sponsor(s): REPRESENTATIVES FOSTER, Ivan

A  B I L L  

F O R  A N  A C T  E N T I T L E D

1 " A n  A c t  r e l a t i n g  t o  t h e  p r o c u r e m e n t  o f  i n v e s t m e n t  a n d  b r o k e r a g e  s e r v i c e s  b y

2  t h e  A l a s k a  S t a t e  P e n s i o n  I n v e s t m e n t  B o a r d . "

3  B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

4  *  S e c t i o n  I .  L E G I S L A T I V E  F I N D I N G S  A N D  P U R P O S E ,  ( a )  T h e  l e g i s l a t u r e  f i n d s  t h a t

5  ( 1 )  t h e  e x i s t e n c e  o f  a  s t r o n g  a n d  h e a l t h y  f r e e  e n t e r p r i s e  s y s t e m  i s  d i r e c t l y

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

7  o p p o r t u n i t y  f o r  b u s i n e s s e s  in  t h e  s t a t e  t o  g r o w  a n d  e x p a n d ;

8  ( 2 )  t h e  s t a t e  n e e d s  t o  e x a m i n e  i t s  p u r c h a s i n g  p r a c t i c e s  in  o r d e r  t o  e n s u r e  t h a t

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

1 0  s e r v i c e s  a v a i l a b l e  in  t h e  s t a t e  a n d  t o  f o s t e r  b i d d i n g  b y  l o c a l  a n d  r e s i d e n t  b u s i n e s s e s .

1 1 ( b )  T h e  l e g i s l a t u r e  d e c l a r e s  t h a t  t h e  p u r p o s e  o f  t h i s  A c t  i s  t o  f o s t e r  a  p r o c u r e m e n t

1 2  p r o c e s s  w h e r e  b u s i n e s s e s  in  t h e  s t a t e  o b t a i n  a  f a i r  p r o p o r t i o n  o f  t h e  s t a t e ’ s  t o t a l  p r o c u r e m e n t

1 3  c o n t r a c t s .

1 4  *  S e c .  2 .  A S  3 7 . 1 0 . 2 2 0 ( a )  i s  a m e n d e d  t o  r e a d :

CS FOR HOUSE BILL NO. 345(STA)

II 110345b -1- CSHB 345(STA)
N e w  T e x t  U n d e r l i n e d  I  D E L E T E D  T E X T  B R A C K E T E D ]



( a )  T h e  b o a r d  s h a l l

( 1 )  h o l d  r e g u l a r  a n d  s p e c i a l  m e e t i n g s  a t  t h e  c a l l  o f  t h e  c h a i r  o r  o f  a t  

l e a s t  f o u r  m e m b e r s ;

( 2 )  e s t a b l i s h  i n v e s t m e n t  p o l i c i e s  f o r  t h e  f u n d s  f o r  w h i c h  i t  i s  

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

t h e  D e p a r t m e n t  o f  R e v e n u e ;

( 3 )  s u b m i t  l o n g - r a n g e  a n d  q u a r t e r l y  i n v e s t m e n t  r e p o r t s  l o  t h e  

L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e ;

( 4 )  r e p o r t  t o  t h e  g o v e r n o r  a n d  e m p l o y e r s  p a r t i c i p a t i n g  in  t h e  r e t i r e m e n t  

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

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

e s t a b l i s h e d  b y  t h e  b o a r d ,  a n d  e n c l o s e  a  s u m m a r y  o f  t h e  m o s t  r e c e n t  p e r f o r m a n c e  

e v a l u a t i o n s  o f  t h e  f u n d s  m a n a g e d  b y  t h e  b o a r d ;  t h e  b o a r d  s h a l l  n o t i f y  t h e  l e g i s l a t u r e  

t h a t  t h e  r e p o r t  i s  a v a i l a b l e ;

( 5 )  c o n t r a c t  w i t h  e x t e r n a l  p e r f o r m a n c e  e v a l u a t o r s  t o  r e v i e w  »he 

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

t h e  f u n d ’ s  c o n d i t i o n  t o  t h e  b o a r d  o f  t r u s t e e s  a n d  t o  t h e  o t h e r  a p p r o p r i a t e  b o a r d s ;

( 6 )  e n g a g e  i n d e p e n d e n t  c e r t i f i e d  p u b l i c  a c c o u n t a n t s  t o  p e r f o r m  a n  

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

t h e  b o a r d  w i t h  t h e  r e s u l t s  o f  t h e  a u d i t ;

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

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

t o  t h e  a p p r o p r i a t e  b o a r d  o r  a g e n c y ;

( 8 )  a f t e r  r e v i e w i n g  t h e  r e c o m m e n d a t i o n s  f r o m  t h e  D e p a r t m e n t  o f  

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

a n d  c u s t o d i a n s  f o r  t h e  f u n d s  m a n a g e d  b y  t h e  b o a r d ;

( 9 )  d e v e l o p  a n  a n n u a l  o p e r a t i n g  b u d g e t  p la n  a n d  p r e s e n t  i t  t o  t h e  

D e p a r t m e n t  o f  R e v e n u e  a n d  t h e  o f f i c e  o f  m a n a g e m e n t  a n d  b u d g e t ;  t h e  b o a r d  s h a l l  

n o t i f y  t h e  l e g i s l a t u r e  t h a t  t h e  p l a n  i s  a v a i l a b l e ;

(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-
N e w  T e x t  U n d e r l i n e d  / D E L E T E D  T E X T  B R A C K E T E D  J

HB0345b



t h e  i n v e s t m e n t  s e r v i c e s  t h a t  t h e  b o a r d  p r o c u r e s  b y  c o n t r a c t ,  a n d  s e v e n  p e r c e n t  o f  

t h e  b r o k e r a g e  s e r v i c e s  u t i l i z e d  b y  t h e  h o a r d  o r  i t s  d e s i m i e e .  u n l e s s  t h e  h o a r d  

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

i s  a n  i n s u f f i c i e n t  n u m b e r  a t '  p e r s o n s  w i t h  t h e  r e q u i s i t e  s k i l l  i n  t h e  s t a t e  t o  p e r f o r m  

t h e  i n v e s t m e n t  o r  b r o k e r a g e  s e r v i c e s .

111(03451) -3- CSHB 345(STA)
N e w  T e x t  U n d e r l i n e d  / D E L E T E D  T E X T  B R A C K E T E D ]



H B 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 utilization o f brokerage and investment services 
provided by persons located in the state to at least seven percent o f 
the brokerage services procured by the board." Additionally, there is 
a provision to allow  the board to "op t" out upon a written finding 
that the seven percent goal is unattainable.
In support o f the bill, I would merely reiterate the findings section o f 
the legislation wherein the case is made fo r a healthy, competitive 
private sector; the need to review state procurement practices and 
support a local procurement process; and most importantly, the need 
fo r a ll state agencies and state resources to be directed toward 
improving the statewide economy.
For the record, it is not the intent o f the sponsor to jeopardize in any 
way the integrity o f these investment funds.

Sponsor Statement
Representative Richard Foster
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S U B J E C T :  S e c t i o n a l  S u m m a r y  o f H B  3  1 6 , ( R e g u l a t i o n  o f  t e l e c o m m u n i c a t i o n s
u t i l i t i e s )

T O :  R e p r e s e n t a t i v e  C a r l  M o s e s
A t t n :  T i m  B e n i n t e n d i

F R O M :  T e r e s a  B .  C r a m e n ^ j & j Q ^ /
L e g i s l a t i v e  C o u n s e l

Y o u  h a v e  r e q u e s t e d  a  s e c t i o n a l  s u m m a r y  o f  t h e  a b o v e - d e s c r i b e d  b i l l .

A s  a  p r e l im i n a r y  m a t t e r ,  n o t e  t h a t  a  s e c t i o n  i l  s u m m a r y  o f  a  b i l l  s h o u ld  n o t  b e  c o n s i d e r e d  a n  
a u t h o r i t a t i v e  i n t e r p r e t a t i o n  o f  t h e  b i l l  a n d  t h e  b i l l  i t s e l f  is  t h e  b e s t  s t a t e m e n t  o f  i t s  c o n t e n t s .  
I f  y o u  w o u l d  l i k e  a n  i n t e r p r e t a t i o n  o f  t h e  b i l l  a s  i t  m a y  a p p l y  t o  a  p a r t i c u l a r  s e t  o f  
c i r c u m s t a n c e s ,  p i e a s e  a d v i s e .

S e c t i o n  1 s e t s  o u t  t h e  b i l l ' s  s h o r t  t i t l e :  " T e l e c o m m u n i c a t i o n s  R e g u l a t o r y  R e f o r m  A c t  o f  
1 9 9 5 . ”

S e c .  2  m a k e s  l e g i s l a t i v e  f i n d i n g s  c o n c e r n i n g  t e l e c o m m u n i c a t i o n s  s e r v i c e  a n d  t h e  r e g u l a t i o n  
o f  t e l e c o m m u n i c a t i o n s  u t i l i t i e s .

S e c .  3  d i r e c t s  t h e  c o m m u n i c a t i o n s  c a r r i e r  s e c t i o n  o f  t h e  .A la s k a  P u b l i c  U t i l i t i e s  C o m m i s s i o n  
( A P U C )  t o  b e  a n  a d v o c a t e  a n d  t o  p r o v i d e  s u p p o r t  f o r  j u s t  a n d  r e a s o n a b l e  r a t e s .  T h e  e x i t i n g  
s t a n d a r d  d i r e c t s  t h e  c o m m i s s i o n  t o  a d v o c a t e  a n d  p r o v i d e  s u p p o r t  f o r  t h e  l o w e s t  p r a c t i c a b l e  
r a t e .

S e c .  4  r e q u i r e s ,  in  t h e  c a s e  o f  a  f o r m a l  o r d e r  c o n c e r n i n g  a  t e l e c o m m u n i c a t i o n s  u t i l i t y ,  t h a t  t h e  
c o m m i s s i o n  i n c lu d e  c o n c lu s i o n s  o f  l a w  w i t h  t h e  o r d e r .  T h e r e  i s  n o  c u r r e n t  r e q u i r e m e n t  f o r  
c o n c lu s i o n s  o f  l a w .

S e c .  5  r e q u i r e s  t h a t  in  p u b l i s h i n g  o r d e r s  c o n c e r n i n g  t e l e c o m m u n i c a t i o n s  u t i l i t y  c o s t  a n d  
m a r k e t i n g  i n f o r m a t i o n ,  t h e  .A P U C  s h a l l  c o m p l y  w i t h  A S  4 2 . 0 5 . 6 7 1 ( c ) .  A s  t h i s  b i l l  s e c t i o n  is  
d r a f t e d ,  it  r e q u i r e s  t h a t  t h e  A P U C  t a k e  i n t o  a c c o u n t  w r i t t e n  o b j e c t s  t o  t h e  p u b l i c  d i s c l o s u r e  
o f  i n f o r m a t i o n  c o n t a i n e d  in  a  r e c o r d  b e f o r e  d e c i d i n g  w h e t h e r  t h e  i n f o r m a t i o n  b e  d i s c l o s e d .  
H o w e v e r ,  i n  l o o k i n g  a t  t h e  i n f o r m a t i o n  p r o v i d e d  w i t h  t h e  d r a f t i n g  r e q u e s t ,  t h e  s t a t u t o r y



r e f e r e n c e  in  t h e  b i l l  s e c t i o n  a p p e a r s  t o  b e  a  m i s t a k e .  T h e  r e f e r e n c e  s h o u ld  b e  d r a f t e d  t o  
r e q u i r e  c o m p l i a n c e  w i t h  s u b s e c t i o n  ( e ) ,  w h i c h  i s  a d d e d  b y  b i l l  s e c t i o n  2 1  a n d  w h i c h  r e q u i r e s  
t h a t  c e r t a i n  i n f o r m a t i o n  t o  b e  k e p t  c o n f i d e n t i a l .  Y o u  m a y  w i s h  t o  s u g g e s t  a n  a m e n d m e n t  t o  
c o r r e c t  t h i s  d r a f t i n g  e r r o r ,  s h o u ld  t h e  b i l l  b e  h e a r d  in  c o m m i t t e e  n e x t  s e s s i o n .  A l t e r n a t i v e l y ,  
y o u  c o u l d  r e q u e s t  t h a t  a  s p o n s o r  s u b s t i t u t e  o e  p r e p a r e d .

S e c .  6  p e r m i t s  t e l e c o m m u n i c a t i o n s  u t i l i t i e s  t o  o f f e r  n e w  s e r v i c e s  o n  a  t r i a l  b a s i s  t o  s e l e c t e d  
c u s t o m e r s  w i t h o u t  v i o l a t i n g  t h e  p r o h i b i t i o n  c o n t a i n e d  in  t h e  e x i s t i n g  s t a t u t e  a g a i n s t  m a k i n g  
u n r e a s o n a b l e  p r e f e r e n c e s  a m o n g  t h e  u t i l i t y ' s  c u s t o m e r s .

S e c .  7  p e r m i t s  t e l e c o m m u n i c a t i o n s  u t i l i t i e s  t o  o f f e r  a  d i s c o u n t e d  s e r v i c e  o r  r e d u c e d  r a t e  f o r  
t e le c o m m u n i c a t i o n s  s e r v i c e s  t o  s c h o o l s ,  u n i v e r s i t i e s ,  l i b r a r i e s ,  a n d  o t h e r  p u b l i c  i n s t i t u t i o n a l  
c o m m u n i c a d o n s  u s e r s .  H o w e v e r ,  t h e  A P U C  m a y  n o t  r e q u i r e  a  t e l e c o m m u n i c a t i o n s  u t i l i t y  t o  
o f f e r  a  d i s c o u n t e d  s e r v i c e  o r  r e d u c e d  r a t e .

S e c .  8  p e r m i t s  a  t e l e c o m m u n i c a t i o n s  u t i l i t y  t o  r e f t i s e  a n o t h e r  u t i l i t y  t h e  u s e  o f  t h e  
t e le c o m m u n i c a d o n s  u t i l i t y ' s  f a c i l i t i e s  ( i n c l u d i n g  p o le s ,  p o l e  l i n e s ,  a n d  t h e  l i k e )  i f  t h e  u s e  w i l l  
r e s u l t  in  i n ju r y  t o  t h e  o w n e r  o f  t h e  f a c i l i t y  o r  d e t r im e n t  t o  t h e  s e r v i c e  t o  t h e  c u s t o m e r s  o f  t h e  
o w n e r s .

S e c .  9  p e rm i t s  a  t e le c o m m u n i c a t i o n s  u t i l i t y  t o  r e f u s e  a n o t h e r  u t i l i t y  t o  m a k e  a  c o n n e c t i o n  o r  
f u r n i s h  a  s e r v i c e  i f  t h e  c o n n e c t i o n  o r  p r o v i s i o n  o f  s e r v i c e s  w i l l  r e s u l t  in  i n j u r y  t o  t h e  o w n e r  
o r  o t h e r  u s e r s  o f  t h e  f a c i l i t i e s  o r  i n  d e t r im e n t  t o  t h e  s e r v i c e  p r o v i d e d .  T h e  b i l l  s e c t i o n  a l s o  
p r o v i d e s  t h a t  i n  t h e  c a s e  o f  t e l e c o m m u n i c a t i o n s  u t i l i t i e s ,  i f  m o d i f i c a t i o n s  o r  a d d i t i o n s  a r e  
n e c e s s a r y  t o  p e r m i t  j o i n t  u s e  o f  f a c i l i t i e s ,  t h e  e x t r a  e x p e n s e  w i l l  b e  t h e  r e s p o n s i b i l i t y  o f  t h e  
e n t i t y  r e q u e s t i n g  u s e  o f  t h e  f a c i l i t i e s .

S e c .  1 0  m a k e s  t h e  n e w  s u b s e c t i o n  a d d e d  b y  b i l l  s e c t i o n  1 1  a n  e x c e p t i o n  t o  t h e  r e q u i r e m e n t  
c o n c e r n i n g  j o i n t  u s e  o f  f a c i l i t i e s .

S e c .  1 1  l im i t s  w h e n  t h e  A P U C  m u s t  r e q u i r e  a  t e l e c o m m u n i c a t i o n s  u d l i t y  t o  p e r m i t  t h e  j o i n t  
u s e  o r  c o n n e c t i o n  o f  f a c i l i t i e s  o n l y  i f  t h e  A P U C  f i n d s  t h a t  t h e  u s e  o r  c o n n e c t i o n  w i l l  n o t  r e s u l t  
in  i n j u r y  t o  t h e  o w n e r  u d l i t y  o r  i t s  c u s t o m e r s ,  o r  i n  d e t r im e n t  t o  t h e  s e r v i c e s  f u r n i s h e d  b y  t h e  
o w n e r  u t i l i t y  o r  in  t h e  c r e a t i o n  o f  s a f e t y  h a z a r d s .  U n d e r  e x i s t i n g  l a w ,  t h e  c o m m i s s i o n  i s  
r e q u i r e d  t o  p e r m i t  a  j o i n t  u s e  u n le s s  i f  f i n d s  t h a t  t h e  j o i n t  u s e  w i l l  r e s u l t  in  s u b s t a n t i a l  i n j u r y  
o r  s u b s t a n t i a l  d e t r im e n t  t o  t h e  s e r v i c e s .

S e c ,  1 2  e x e m p t s  s p e c i a l  c o n t r a c t s  c o n c e r n i n g  a  t e l e c o m m u n i c a t i o n s  s e r v i c e  t h a t  i s  s u b je c t  t o  
c o m p e t i t i o n  f r o m  t h e  r e q u i r e m e n t  t h a t  p u b l i c  u t i l i t i e s  f i l e  c o m p l e t e  t a r i f f s  w i t h  t h e  A P U C .  
H o w e v e r ,  t h e  A P U C  m a y  r e q u e s t  t h a t  a  t e l e c o m m u n i c a t i o n s  u t i l i t y  f i l e  a  s p e c i a l  c o n t r a c t ,  in  
w h i c h  c a s e  t h e  u t i l i t y  i s  r e q u i r e d  t o  d o  s o .

Representative Carl Moses
July 26, 1995
Page 2

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.



AUG- 8-95 TUE 13:13 ANCHORAGE LIO FAX NO, 9072581281

R e p r e s e n t a t i v e  C a r l  M o s e s  
July 2 6 ,  1995 
P a g e  2

r e f e r e n c e  in  t h e  b i l l  s e c t i o n  a p p e a r s  t o  b e  a  m i s t a k e .  T h e  r e f e r e n c e  s h o u ld  b e  d r a f t e d  t o  
t e q u i r e  c o m p l i a n c e  w i t h  s u b s e c t i o n  ( e ) ,  w lu c b  i s  a d d e d  b y  b i l l  s e c t i o n  2 1  a n d  w h i c h  r e q u i r e s  
t h a t  c e r t a in  i n f o r m a t i o n  t o  b e  L c p t  c o n f i d e n t i a l ,  Y o u  m a y  w i s h  t o  s u g g e s t  a n  a m e n d m e n t  t o  
c o r r e c t  t h i s  d r a f t i n g  e r r o r ,  s h o u ld  t h e  b i l l  b e  h e a r d  in  c o m m i t t e e  n e x t  s e s s i o n .  A l t e r n a t i v e l y ,  
y o u  c o u ld  r e q u e s t  t h a t  a  s p o n s o r  s u b s t i t u t e  b e  p r e p a r e d .

S e c .  6  p e r m i t s  t e le c o m m u n i c a t i o n s  u t i l i t i e s  t o  o f f e r  n e w  s e r v i c e s  o n  a  t r i a l  b a s i s  t o  s e l e c t e d  
c u s t o m e r s  w i t h o u t  v i o l a t i n g  t h e  p r o h i b i t i o n  c o n t a i n e d  in  t h e  e x i s t i n g  s t a t u t e  a g a in s t  m a k i n g  
u n r e a s o n a b l e  p r e f e r e n c e s  a m o n g  t h e  u t i l i t y ’ s  c u s t o m e r s .

S e c .  7  p e r m i t s  t e le c o m m u n i c a t i o n s  u t i l i t i e s  t o  o f f e r  a  d i s c o u n t e d  s e n d e e  o r  r e d u c e d  r a t e  f o r  
t e le c o m m u n ic a t i o n s  s e r v i c e s  t o  s c h o o l s ,  u n i v e r s i t i e s ,  l i b r a r i e s ,  a n d  o t h e r  p u b l i c  i n s t i t u t i o n a l  
c o m m u n ic a t i o n s  u s e r s .  H o w e v e r ,  t h e  A P U C  m a y  n o t  r e q u i t  e  a  t e le c o m m u n i c a t i o n s  u t i l i t y  t o  
o f f e r  a  d i s c o u n t e d  s e r v i c e  o r  r e d u c e d  r a t e .

S e c .  8  p e r m i t s  a  t e le c o m m u n i c a t i o n s  u t i l i t y  t o  r e f t i s e  a n o t h e r  u t i l i t y  t h e  u s e  o f  t h e  
t e le c o m m u n ic a t i o n s  u t i l i t y ’ s  f a c i l i t i e s  ( i n c lu d i n g  p o le s ,  p o l e  l i n e s ,  a n d  t h e  l i k e )  i f  t h e  u s e  w i l l  
r e s u l t  in  i n ju r y  t o  t h e  o w n e r  o f  t h e  f a c i l i t y  o r  d e t r im e n t  t o  t h e  s e r v i c e  t o  t h e  c u s t o m e r s  o f  t h e  
o w n e r s .

S e c .  9  p e rm i t s  a  t e le c o m m u n i c a t i o n s  u t i l i t y  t o  r e f t i s e  a n o t h e r  u t i l i t y  t o  m a k e  a  c o n n e c t i o n  o r  
f u r n i s h  a  s e r v i c e  i f  t h e  c o n n e c t i o n  o r  p r o v i s i o n  o f  s e r v i c e s  w i l l  r e s u l t  in  i n ju r y  t o  t h e  o w n e r  
o r  o t h e r  u s e r s  o f  t h e  f a c i l i t i e s  o r  in  d e t r im e n t  t o  t h e  s e r v i c e  p r o v i d e d .  T h e  b i l l  s e c t i o n  a l s o  
p r o v i d e s  t h a t  i n  t h e  c a s e  o f  t e l e c o m m u n i c a t i o n s  u t i l i t i e s ,  i f  m o d i f i c a t i o n s  o r  a d d i t i o n s  a r e  
n e c e s s a r y  t o  p e r m i t  j o i n t  u s e  o f  f a c i l i t i e s ,  t h e  e x t r a  e x p e n s e  w i l l  b e  t h e  r e s p o n s i b i l i t y  o f  t h e  
e n t i t y  r e q u e s t i n g  u s e  o f  t h e  f a c i l i t i e s .

S e e .  1 0 . m a k e s  t h e  n e w  s u b s e c t i o n  a d d e d  b y  b i l l  s e c t i o r  1 1  a n  e x c e p t i o n  t o  t h e  r e q u i r e m e n t  
c o n c e r n i n g  j o i n t  u s e  o f  f a c i l i t i e s .

S e c .  1 1  l im i t s  w h e n  t h e  A P U C  m u s t  r e q u i r e  a  t e le c o m m u n i c a t i o n s  u t i l i t y  t o  p e r m i t  t h e  j o i n t  
u s e  o r  c o n n e c t i o n  o f  f a c i l i t i e s  o n ly  i f  t h e  A P U C  f i n d s  t l i a t  t h e  u s e  o r  c o n n e c t i o n  w i l l  n o t  r e s u l t  
in  i n ju r y  t o  t h e  o w n e r  u t i l i t y  o r  i t s  c u s t o m e r s ,  o r  in  d e t r im e n t  t o  t h e  s e r v i c e s  f u r n i s h e d  b y  t h e  
o w n e r  u t i l i t y  o r  i n  t i r e  c r e a t i o n  o f  s a f e t y  h a z a r d s .  U n d e r  e x i s t i n g  l a w ,  t h e  c o m m i s s i o n  i s  
r e q u i r e d  t o  p e r m i t  a  j o i n t  u s e  u n le s s  i f  f i n d s  t h a t  t h e  j o i n t  u s e  w i l l  r e s u l t  i n  s u b s t a n t i a l  injury 
o r  s u b s t a n t i a l  d e t r im e n t  t o  t h e  s e r v i c e s .

S C C .- 1 2  e x e m p t s  s p e c ia l  c o n t r a c t s  c o n c e r n i n g  a  t e l e c o m m u n i c a t i o n s  s e r v i c e  t h a t  i s  s u b je c t  t o  
c o m p e t i t i o n  f r o m  t h e  r e q u i r e m e n t  t h a t  p u b l i c  u t i l i t i e s  f i l e  c o m p le t e  t a r i f f s  w i t h  t h e  A P U C .  
H o w e v e r ,  t h e  A P U C  m a y  r e q u e s t  t h a t  a  t e le c o m m u n i c a t i o n s  u t i l i t y  f i l e  a  s p e c i a l  c o n t r a c t ,  in  
w h i c h  c a s e  t h e  u t i l i t y  i s  r e q u i t e d  t o  d o  s o .

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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S e c .  1 3  s e t s  o u t  f o u r  i n s t a n c e s  in  w h i c h  a  t e l e c o m m u n i c a t i o n s  u t i l i t y  m a y  o f f e r  s e r v i c e s  o r  
w a i v e  c h a r g e s  w i t h o u t  v i o l a t i n g  p r o v i s i o n s  a g a i n s t  p r o v i d i n g  u n r e a s o n a b l e  p r e f e r e n c e s  o r  
a d v a n t a g e s  t o  c u s t o m e r s .

S e c s .  1 4  a n d  1 5  e x c e p t s  t e l e c o m m u n i c a t i o n s  s e r v i c e s  s u b je c t  t o  c o m p e t i t i o n  f r o m  t h e  g e n e r a l  
p r o c e d u r e s  a n d  r e q u i r e m e n t s  c o n c e r n i n g  e s t a b l i s h i n g  n e w  a n d  r e v i s e d  r a t e s ,  c h a r g e s ,  r u l e s ,  
r e g u l a t i o n s ,  c o n d i t i o n s  o f  s e r v i c e s ,  a n d  p r a c t i c e s .  T e l e c o m m u n i c a t i o n s  s e r v i c e s  s u b je c t  t o  
c o m p e t i t i o n  m u s t  c o m p l y  w i t h  p r o c e d u r e s  a n d  r e q u i r e m e n t s  s e t  o u t  in  a  n e w  s e c t i o n  a d d e d  
b y  b i l l  s e c .  1 5 .

S e c .  1 6  p r o h i b i t s  t h e  A P U C  f r o m  e x t e n d i n g  t h e  p e r i o d  o f  s u s p e n s i o n  o f  a  t e l e c o m m u n i c a t i o n s  
u t i l i t y ' s  t a r i f f  f i l i n g  f r o m  t h e  s t a t u t o r y  s i x - m o n t h  m a x im u m .  T h e  b i l l  s e c t i o n  a l s o  m a k e s  a  
c h a n g e  t o  r e f l e c t  t h e  n e w  p r o v i s i o n s  o f  A S  4 2 . 0 5 . 4 2 6 ,  e n a c t e d  in  b i l l  s e c t i o n  1 7 .

S e c .  1 7  p e r m i t s  a  t e le c o m m u n i c a t i o n s  u t i l i t y  t o  r e q u e s t  t h e  A P U C  t o  d e c l a r e  t h a t  a  
t e le c o m m u n i c a t i o n  s e r v i c e  is  a  s e r v i c e  s u b je c t  t o  c o m p e t i t i o n .  I f  t h e  c o m m i s s i o n  d o e s  n o t  a c t  
w i t h i n  3 C  d a y s  o f  r e c e i p t  o f  t h e  f i l i n g  m a k i n g  t h e  r e q u e s t ,  t h e  r e q u e s t  is  c o n s i d e r e d  t o  b e  
g r a n t e d .

U n d e r  s u b s e c t i o n  ( c ) ,  w h e n  a  t e l e c o m m u n i c a t i o n s  u t i l i t y  o f f e r s  a  n e w  s e r v i c e  o f f e r i n g  o r  a  
s e r v i c e  o f f e r i n g  s u b je c t  t o  c o m p e t i t i o n ,  t h e  A P U C  h a s  s i x  m o n t h s  in  w h i c h  t o  d e t e r m i n e  
w h e t h e r  t h e  s e r v i c e  o f f e r i n g  is  j u s t  a n d  r e a s o n a b l e  a n d  i f  i t  f a i l s  t o  a c t  w i t h i n  t h e  s i x  m o n t h s ,  
t h e  t e r m s  a n d  c o n d i t i o n s  a r e  c o n s i d e r e d  t o  b e  j u s t  a n d  r e a s o n a b l e .

U n d e r  s u b s e c t i o n  ( d ) ,  a  t e l e c o m m u n i c a t i o n s  u t i l i t y  m a y  r e q u e s t  t h a t  a  s e r v i c e  t h a t  i s  s u b je c t  
t o  c o m p e t i t i o n  b e  t r e a t e d  a s  a  d e r e g u la t e d  s e r v i c e ,  n o  l o n g e r  s u b je c t  t o  t h e  j u r i s d i c t i o n  o f  t h e  
A P U C .  ( T h e  d e t e r m i n a t i o n  t h a t  a  s e r v i c e  is  d e r e g u l a t e d  d o e s  n o t  a f f e c t  t h e  s t a t u s  o f  t h e  
u t i l i t y  i t s e l f  a s  a  r e g u la t e d  o r  u n r e g u l a t e d  u t i l i t y . )  T h e  c o m m i s s i o n  h a s  6 0  d a y s  a f t e r  r e c e i p t  
o f  t h e  r e q u e s t  t o  e i t h e r  a c c e p t  o r  r e j e c t  t h e  f i l i n g .  I f  t h e  c o m m i s s i o n  d o e s  n o t  a c t  w i t h i n  t h a t  
a m o u n t  o f  t im e ,  t h e  f i l i n g  t a k e s  e f f e c t .

S e c .  1 8  d e s c r i b e s  a  j u s t  a n d  r e a s o n a b l e  r a t e  f o r  a  n e w  s e r v i c e  o r  a  s e r v i c e  s u b je c t  t o  
c o m p e t i t i o n  a s  a  r a t e  a c  o r  a b o v e  t h e  i n c r e m e n t a l  c o s t  o f  p r o v i d i n g  t h e  s e r v i c e .  I f  a  u t i l i t y  
c h a r g e s  le s s  t h a n  t h a t ,  t h e  A P U C  m u s t  r e q u i r e  t h e  u t i l i t y  t o  s h o w  c a u s e  w h y  i t  s h o u l d  n o t  b e  
p e n a l i z e d  f o r  c h a r g i n g  le s s  t h a n  t h e  i n c r e m e n t a l  r a t e .  I f  t h e  A P U C  d o e s  n o t  m a k e  i t s  r a t e  
f i n d i n g s  w i t h i n  s i x  m o n t h s  a f t e r  t h e  r a t e s  a r e  f i l e d ,  t h e  r a t e s  a r e  c o n s i d e r e d  t o  b e  j u s t  a n d  
r e a s o n a b l e .

Note that the caption to this section should read "NEW OR COMPETITIVE [not 
"competition"] TELECOMMUNICATIONS SERVICES."

S e c .  1 9  r e q u i r e s  t h e  A P U C  t o  p r e s u m e ,  w h e n  v a l u i n g  t h e  p r o p e r t y  o f  a  t e l e c o m m u n i c a t i o n s  
u t i l i t y ,  t h a t  i f  p r o p e r t y  h a s  b e e n  i n c l u d e d  in  r a t e s  f o r t  h e  u t i l i t y  t h e  p r o p e r t y  c o n t i n u e s  t o  b e  
a l l o w a b l e  f o r  r a t e - m a k i n g  p u r p o s e s .
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S e c . _ 2 0  r e q u i r e s  t h e  A P U C  t o  p r e s u m e ,  w h e n  d e t e r m i n i n g  d e p r e c i a t i o n  r a t e s  f o r  
t e l e c o m m u n i c a t i o n s  u t i l i t i e s ,  t h a t  t h e  r a t e s  a n d  m e t h o d o l o g i e s  a c c e p t e d  b y  t h e  F e d e r a l  
C o m m u n i c a t i o n s  C o m m i s s i o n  a r e  r e a s o n a b l e .

S f ig .-— ■? .l-  m a k e s  c o n f i d e n t i a l  t h e  c o s t  a n d  m a r k e t i n g  i n f o r m a t i o n  a s s o c i a t e d  w i t h  n e w  
t e l e c o m m u n i c a t i o n s  s e r v i c e s  o r  t e l e c o m m u n i c a t i o n s  s e r v i c e s  s u b je c t  t o  c o m p e t i t i o n .

S e c .  2 2  d e f i n e s  " s e r v i c e  s u b je c t  t o  c o m p e t i t i o n . "

T B C : g l c  
9 5 - 3 7 3 . g lc
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S e c , _  2 0  r e q u i r e s  t h e  A P U C  t o  p r e s u m e ,  w h e n  d e t e r m in i n g  d e p r e c i a t i o n  r a t e s  f o r  
t e le c o m m u n i c a t i o n s  u t i l i t i e s ,  t h a t  t h e  r a t e s  a n d  m e t h o d o l o g i e s  a c c e p t e d  b y  t h e  F e d e r a l  
C o m m u n i c a t i o n s  C o m m i s s i o n  a r e  r e a s o n a b le .

S g c , 3 J .  m a k e s  c o n f i d e n t i a l  t h e  c o s t  a n d  m a r k e t i n g  i n f o r m a t i o n  a s s o c i a t e d  w i t h  n e w  
t e le c o m m u n i c a t i o n s  s e r v i c e s  o r  t e le c o m m u n i c a t i o n s  s e r v i c e s  s u b je c t  t o  c o m p e t i t i o n .

S e c .  22  d e f i n e s  " s e r v i c e  s u b je c t  t o  c o m p e t i t i o n . "

T B C ; g l c  
9 5 - 3 7 3 . g lc
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F A X Date: August 2S, 1995
Number of pages including cover sheet: Q7

To:
Representative Pete K o tt

From: f 
Rob in  W oodsm ith

Phoue: 694-8944 Phone; 465-3795 i
F ix  phone: 6.94-8945 Faxphone: 463-4885

REM ARKS: Q  Urgent □  For your review □  Reply ASAP D  Please commerit

The rttached fiscal uote for HB 346  is fo r your information. I  received it Friday and noticed in 
BA S IS  there was a  hearing scheduled for this Bill ou August 30 .
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FISCAL NOTE
S T A T E  O P  ALASKA  B D J L  N O .  H B  3 4 6 ____________________
J995 LEG ISLATIVE SESSION
Revision Date:____________________ Aunust24,1995  Department: Commerce and Economic Development
Title: Relating to regulation of telecommunications utilities BRU: AK Public Utilities Commission_________
    Component: AK Puhllc Utilities Commission_________
Sponsor Rep. Mosea   _____________ ________________________________________
Requestor. Rep. Moses_____________________ COMPONENT SERIAL NO-_______364________

Expenditures/Revenues____________________    (Thousands of Dollars)
OPERATING EXPENDITURES FY 97 FY 98 FY 99 FY 00 FY 01 FY 02
PERSONAL SERVICES 337.1 337.1 282.8 282.8 202.8 2B2.8
TRAVEL 6.5 42. 4.2 4.2 4.2 4.2
CONTRACTUAL 95.0
SUPPLIES 7.3 4.8 4.B 4.8 4.0 4.8
EQUIPMENT 3.1 2.0 2.0 2.0 2.0 ~ 2.0
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 449.0 340.1 293.8 293.8 293.8 293.8

CAPITAL'  (PENDITU RES 1 1 t I I

CHANGE IN REVENUES 449.0 348.1 293.8 203.8 293.8 293.8 |

FUND SOURCE (Thousands of Dollara)
1002 Federal Receipts I I
1003 GF Match I
1004 General Fund !
1005 GF/Program Receipts 449.0 349.1 293.8 293.8 293.8 293.8
1006 GF/MHTIA I
Other

j

TOTAL 449.0 348.1 293.8 293j8 293.8 293.8

Estimate of any current year (FY 96) co3t: S

POSITIONS
FULL-TIME -5 I 5 4 4 4 4
PART-TIME 2 I 2 2 2 2 2
TEMPORARY I

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

Prepared by. Robert A. Lohr. Executive Director  Phone: 276-6222

Division: Alaska Public Utilities Commission_____________________  Dale:_______3/23/35

Approved by Commissioner William L. Hensley 4^} { CA. /w* Dale: S/lm/

Agency: Commerce and Economic Deyefopmcnl_________________
PREPARER TO PROVIDE ALL DESTRlBUTfON COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 

For further distribution information, call the Governor's Legislative Office
Page I ol 1
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BILL HO. HB 346

AHAbTSXSJ (continued)

WORXflHBBT TO SUPPORT FISCAL BOTH TO HB346 
FT 96 COST

Poraopal Sarvjgaa

Utility Tariff Analyst II, Range 17 
Fringe Benefits

Subtotal Utility Tariff Analyst

Total Utility Tariff Analyst

5 3 9 ,0 4 8
1 S , 2 £ 9

$  5 4 ,3 3 7  
x  _ 1 .5

$ 01,50S

Common Carrier Specialist, Range 22 
Fringe Benefits

Subtotal common Carrier Specialist 

Total Common Carrier Specialist

$ 54,924 

S 74,569
- . x . .  i .a

$ 74,569

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

Subtotal Hearing Examiner 
Fringe Benefits

Total Hearing Examiner

$ 61,008 
 H  lS.

$ 30,504 
1 3 - r  5 1 3

$ 44,017

E c o n o m is t  I I ,  R ange  20 
F r in g e  B o n e f i t c

5 48,060 
1 7 .9 2 9

T o t a l  E c o n o m i s t  I I S 6 5 , 9 8 9

1


