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Mr. President:
Mr. Speaker:

The 2ND *FREE Conference Committee which ha&xhad considered

CS FOR SENATE BILL NO. 148 (Fin) am (housing loans; eff.
date.) and HOUSE CS FOR CS FOR SENATE BILL NO. 148 (Fin)
(state loan programs under the Alaska Housing Finance
Corporation, the Department of Community and Regional

Affairs, and the Alaska Industrial Development Authority;
aff date)

(WITH LIMITED POWERS ON MULTI-FAMILY DWELLINGS)
under-consideration, recommends that

the amendments shown on Attachment A be adopted.

be adopted.
Senate Members: House Members:
Senator Gilman, Chairman Representative Bettisworth,
1
A-C/ < mE/-tyj 4 u
Senator Ray TK9Pres eh°t5t!1ive I\/Ieltac':alfa
SRV
Senator-'Zxeglerr Representative Miller

H/S 55 (Rev. 11/78)

Chairmar



AIDA was created to import low-cost capital into the State, and to pass
that low cost on to the business community with the addition of modest

administrative and overhead costs.

It is the intent of the Legislature that the expense to the State of the
AIDA programs remain modest, and It is not the intent of the Legislature
to subsidize taxable loans down to tax-exempt rates nor to appropriate

State money, which would otherwise be eligible for investment at taxable

rates, directly to an AIDA loan fund to be lent at tax exempt rates.

The Legislature specifically wishes to avoid building into the AIDA
program an expectation of low-interest funds the same way that such an
expectation has been built into the AHFC program. It is important that
the business community recognize the possibility that the issuance of
tax-exempt industrial revenue bor fly be halted by Congress, and that
if such an event occurs, the D ~turc will not act to continue,

through subsidy, the tax-exer ate loan programs.

f\ n



DRAFT LETTER OF INTENT FOR FCCSSB .146 ("Due on Sale" portion)

AS 18.56.098(e) has been amended to-authorize AHFC
to require "due on sale™ clauses iIn new mortgages that it ac-
quires after July 1, 1981. In the common law of some other
states, such as California, judicial decisions have held "due
on sale™ clauses to be invalid and unenforceable. The amend-
ment to AS 18.56.098(e), by statutory law, rejects this common
law principle and provides instead that such clauses by AHFC
will be enforceable. The action of modifyir.t the cC.i".im law in
this way is not unlike that done tothe common law of contracts
by the adoption of the Uniform Commercial Code.

In the case of AHFC, the enforceability of "due on
sale” clauses is an essential part of its taxable bond program.
This is because the mortgages to be made have a term of 30
years, but the bond market today for taxable, 30-year bonds
has become virtually non-existent, even if an extremely high
rate of interest is paid on the bonds. To issue bonds in the
annual volume that AHFC requires to meet the demand for its
mortgages, and to do so at more reasonable interest rates and
thereby allow more mortages to be made with the subsidy monies
appropriated to it, AHFC has issued and will 1issue bonds for a
shorter term — the maturities for its first taxable bond sale
earlier this month were for 13 and 18 years. To pay the bonds
off with these shorter maturities, AHFC must rely on the pre-
payment of the outstanding balances on its mortgages when the
houses being financed by them are sold. If assumptions or
"wrap arounds™ are allowed so that these mortgages would not
be paid off until the end of their 30-year terms, AHFC would
default on its repayment of its bonds.

Thus, the purpose of the "due on sale" clause for
new AHFC mortages is to facilitate the taxable bond program by
allowing the subsidy funds to cover more mortgage-, as the
result of the lower bond interest rates with shorter bond
maturities. This is a very different case from '"due on sale"
clauses that private lenders seek to enforce, which merely
seek to protect those lenders from the effects of variations
in their cost of money during the term of the mortgages they
make .



THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE

FISCAL NOTE

.  REQUEST
Bill/Resolution No. FCCSSB 148
Tide An Act relating to state loan programs..."

Requested bv Departir nt of Revenue/Ak.Housing Finance Corp. Date J 2. 1981

Il. FISCAL DETAIL
Agency Affected Department of Revenue
Program Category Affected Economic Development
3RU, Program, or&bprogramﬁs) Affected Alaska Housing Finance Corporation
(Note: If more than one budqe component is affected, separate line-item amounts and funding for each

component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY 85 FY 86

100  PERSONAL SERVICES
200  TRAVEL
300 CONTRACTUAL 9000 1.080.0 1.188.0 1.306.8 1.437.5
400 COMMODITIES
888 EOUIPMENT
LAND & STRUCTURES

700 GRANTS. CLAIMS. ETC.
TOTAL  $5912.3

FUNDING  (Thousands of Dollars)

GENERAL FUND
FEDERASL FUlllc\IDS .
%Fﬁgl( /RepcpI r)./o Elrjpatioonur(f%)r

mtg. subsidies and other 900.0 1.080.0 1,188.0 1.306.8  1.4375
mtg. programs
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111 ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)

Pursuant to the legislative intent ol FCCSSB H8, Alaska Mpusm? Finance Corporation
may pay an additional fee to lending institutions originating loans in certain rural
areas of the State and subsequently sold to the Corporation. The fee will _ .
compensate the Iendln% institutions for additional expenses incurred in connection with
originating loans In such areas.

Funding or these fees paid by the Corporation will be from annual capital budPet
appropriations to the Corporation from the General Fund and will not be paid from
program receipts or charged against the operating budget of the Corporation.

IV. DATE June 22,1981 PREPARED BY Alaska Housing Finance Corporation
- o — AGENCY Department of Revénue

Original: Leglslatlve Finance PHONE  276-5599

CC: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80)



FREE
RECOMMVENDATIONS ON APPROPRIATIONS

The Free Conference Committee on SB 148 recommends that the
Free Conference Committee on HB S0 approve the following
appropriations which would be consistent with the intent

and provisions of FCCS SB 148:

ALLOCATIONS

Alaska Housing Finance Corporation
Special Mortgage Loan Purchase Program
Home Ownership Assistance Program
Mobile Home Loan Purchase Program $18,000,000
Owner-Occupied Rural Mortgage

Loan Purchase Program 20,000,000
Non-owner Occupied Rural Mortgage
Loan Purchase Program 5,000,000

Community and Regional Affairs
Non-conforming Housing Program

Alaska Industrial Development Authority
Enterprise Development Fund for
Reserve Funds to secure bond issues

APPROPRIATIONS

$222,000,000
43,000,000

40,000,000

8,000,000

The following appropriation is also recommended if FCCS SB 148
is amended to provide for subsidized loans for multi-family

rental housing:

Alaska Industrial Development Authority
Small Enterprise Loan Account for
multi-family dwelling loan purchases

20,000,000

Q ajLurt/_k 1
Sendator Arliss Sturgulewski,

Chairman



j - R _ -
BA aditoL" iby W= £ ccssb 14
!
ft
\ek—e V. LiVe
0 |
f) a4 J <5 Mm10lI0S |

W f*"001$100-S o'F S"-H AC™ul aRO0O-S CoVv\
or resH"Hr«*j “Wc Tr{aWi 40 ctSso®e 0l 44ae-
B jWs/ ~tooldie Tor "He j>o0.yo0-*"f

pvrt/V~oec] tji He Corj)ofe,Ho7” SuUe”ucol-

o~ I, 191 , "

Q*J

M<cy <o /1 Lc/hrOf T-thf
“A1NN)E LY ftv -~ CV\S"iu><(j, 2jt
)rt>([d > f -

|'mm

||/)>h 1 A [1)$

HEV ]

Mor'igiH |G
slac! . P f'fcciliG- (r tyo/")0&0sS

"t0



Original sponsor: Mulcahy

1 IN THE SENATE BY THE FREE CONFERENCE COMMITTEE
2 FREE CONFERENCE CS FOR SENATE BILL NO. 148

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to state loan programs under the

7 Alaska Housing Finance Corporation, the Department of
P Community and Regional Affairs, and the Alaska Indus-
9 trial Development Authority; and providing for an
10 effective date."”

n BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
12 * Section 1. AS 18.56.040 is amended to read:

13 Sec. 18.56.040. MEETINGS OF BOARD. j(a). The board shall elect a
14 chairman from among its membership at its annual [FIRST] meeting [IN]
15 each year. A majority of the members constitute a quorum for organizing
16 the board, conducting its business and exercising the powers of the
17 corporation. The board shall meet at the call of its chairman. The
18 board shall meet not less than once each three months.

19 (b) The board may meet and transact business by electronic media
0 if

1 (1) public notice of the time and locations where the meeting
» will be held by electronic media has been given in the same manner as

23 iIf the meeting were held in a single location;

2% (2) participants and members of the public in attendance can
95 hear and have the same right to participate in the meeting as if the

% meeting were conducted in person; and

7 (3) copies of pertinent reference materials, statutes, regu-
28 lations, and audio-visual materials are reasonably available to parti-
29 cipants and to the public.

-1- FCCSSB 148
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(c) A meeting by electronic media as provided in this section has
the samelegal effectas a meeting in person.
Sec. 2. AS 18.56.0451is amended to read:

Sec. 18.56.045. MINUTES OF MEETINGS. The board shall Kkeep
minutes of each meeting and send a certified copy to the governor
and to the Legislative Budget and Audit Committee.

Sec. 3. AS 18.56.096is amended to read:

Sec. 18.56.096. LIMITATION ON POAMER TO MAKE OR PURCHASE MORTGAGE
LOANS. The corporation may rot make, participate in the making of,
purchase, or participate in the purchase of

(1) a first mortgage loan under this chapter that [WHICH]
exceeds the Ilimitations on first mortgage loans purchased by the
Federal National Mortgage Association as to principal amount and loan-
to-value ratio; or [,]

(2) a second mortgage loan the amount of which, when combined
with the principal balance of a first mortgage loar. on the property,
exceeds the limitation cn the amount set out in (1) of this section or
which has a loan-to-value ratio when considered with the principal bal-
ance of the first mortgage loan, that exceeds 90 percent.

Sec. 4. AS 18.56.098(a) is amended to read:

(a) The corporation shall establish a special mortgage loan
purchase program. Under the special mortgage loan purchase program,
the corporation may purchase first or second mortgage loans, including
graduated payment mortgage loans, made [(1)] for the purchase, improve-
ment, or rehabilitation of residences [; OR (2) FOR THE REFINANCING OF
A MORTGAGE LOAN ON A RESIDENCE IF THE PURPOSE OF THE REFINANCING IS TO
PROVIDE MONEY FOR THE IMPROVEMENT OR REHABILITATION OF THE RFSIDENCE].

* Sec. 5. AS 18.56.098(c) is amended to read:

(c) The corporation may pledge mortgage loans purchased by the

-2- FCCSSB 148
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corporation under (@ of this section, mortgage loans assigned to the
corporation for the special mortgage loan purchase program, and mortgage
loans purchased with amounts appropriated to the corporation for the
special mortgage loan purchase program to pay the principal, interest,
and redemption premium, 1f any, on bonds or bond anticipation notes
issued by the corporation for the special mortgage loan purchase pro-
gram and may expend amounts appropriated to the special mortgage loan
purchase program for mortgage loan subsidies or other purposes of the
program as necessary to cause the interest rate on mortgage loans jwrr-
chased under the special mortgage loan purchase program and retained
by the corporation or sold under nS 18.56.099 to equal the rates speci-
fied 1n this section.

Sec. 6. AS 18.56.098(e) is amended to read:

e The corporation shall establish regulations in accordance
with AS 18.56.088 to implement the special mortgage loan purchase
program. The [IN ORDER TO DISCOURAGE THE SPECULATIVE USE OF MORTGAGE
CREDIT UNDER THE SPECIAL MORTGAGE LOAN PURCHASE PROGRAM FOR PURPOSES
OTHER THAN HOME OWNERSHIP, THE] regulations shall include provisions
allowing, prohibiting, or restricting [OTHERWISE SETTING CONDITIONS ON]
the right to assume or the right to provide for the payment of mortgage
loans purchased urier (@ of this section by a person other than the
mortgagor. A provision in a mortgage loan purchased by the corporation
which prohibits or restricts the right to assume or the right to pro-
vide for the payment of mortgage loans 1is enforceable. The corpora-
tion shall enforce the regulations adopted under this subsection.

Sec. 7. AS 18.56.098 i1s amended by adding new subsections to read:
@ The corporation shall establish the interest rate on a firs

mortgage Bloan purchased under (@) of this section In accordance witM

the following:

I.'hr*-, [..f red*;, iy lj (tr

Hie F.jif h f-\V3e At y-ty-0/ M i-osfp'je h Ji*H 4r ft- nujj
f Ir<k? wf vw>-wWiIW  sbicyii"l'f A Jmiff  ffEA
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(D The interest rate on the first $90,000 of a mortgage

loan purchased with the proceeds of the first issue of taxable bonds of

the corporation is 10 percent or the cost of funds, whichever is less.

(@ The interest rate on the first $90,000 of a mortgage

loan purchased with the proceeds of a second or subsequent issue of

taxable bonds of the corporation shall be determined as follows:

(A If the cost

of funds of an i1ssue of taxable bonds

iIs more than the cost of funds of the preceding issue of taxable

bonds, the interest rate shall be

the difference between

increased by an amount equal t"

the cost of funds of the two bond issues.

(B) Except as provided

in C) and () of this paragraph

and (3) of this subsection, the iInterest rate may not be less than

10 percent and may not be reduced.

© If the difference between the cost of funds of an

issue of taxable bonds

and the interest rate established for a

mortgage loan purchased with the proceeds of the previous Iissue

would be equal to or less than three percent, the iInterest rate on

mortgage loans purchased with the proceeds of that taxable bond

iIssue and subsequent taxable bond

issues iIs three percent, less

than the cost of funds of the taxable bond issue that iIs used to

purchase the mortgage Iloan.

(D) The interest rate
the proceeds of a taxable bond

percent unless the cost of funds

on a mortgage loan purchased with
issue may not be less than 10

of the taxable bond issue is less

than 10 percent, in which case the interest on a mortgage loan

purchased with the® proceeds of a taxable bond issue is equal to

the cost of funds.

©)
first $90,000 of a mortgage

An interest rate determined under this sl

loan shall

—4-

be reduced by one percentage

FCCSSB 148



point 1If the loan is made to an eligible veteran under AS 18. .101.

(@ The iInterest rate for the amount of a mortgage loan
purchased under (@) of this section that exceeds $90,000 is equal to
the cost of funds to the corporation attributable to that part of the
loan.

(B) The 1iInterest rate on a mortgage loan purchased from
money appropriated to the corporation iIs the rate the corporation
determines 1is appropriate by application of the provisions of (1) - 4
of this subsection. The rate may be based on an estimate of the cost
of funds of a proposed issue or issues of bonds.

(6) The interest rate on the first $90,000 of a mortgage
loan purchased from the proceeds of bonds that are exempt from taxation
under the Mortgage Subsidy Bond Tax Act of 1980 (26 U.S.C. 103A) 1i1s 10
percent or the cost of the funds, whichever is less. A higher or lower
interest rate ohall be established on the entire loan amount i1f required
under the Mortgage Subsidy Bond Tax Act.

() In this subjection

(A) "cost of funds" means the true iInterest cost ex-
pressed as a rate on bonds of the corporation plus an additional
percentage as determined by the corporation to represent the
allocable expenses of operation, costs of 1issuance, and mortgage
servicing;

(B) T'taxable bonds" means bonds bearing interest that
iIs taxable under the provisions of the Mortgage Subsidy Bond Tax
Act of 1980 (26 U.S.C. 103A) 1issued to finance the purchase of
first mortgage loans.
®) The corporation shall establish the iInterest rate on a secc

mortgage loan purchased under (@) of this section In the manner estab-

lished for computing the iInterest rates on a first mortgage loan under

-5- FCCSSB 148



[EY

15

16

17

18

19

23

24

25

26

27

28

() of this section except that the outstanding principal balance of
the existing first mortgage loan is subtracted from $90,000 to determine
the amount of the loan that is eligible for an interest rate on a
second mortgage loan determined by reference to (g) of this section.
Sec. 8 AS 18.56.101 is amended to read:

Sec. 18.56.101. ELIGIBILITY FOR VETERANS' INTEREST RATES. The
following persons are eligible veterans for the purposes of AS 18.56.-
098(g) and (h) [AS 18.56.098(d)]

(1) a person who served in the armed forces of the United
States for 90 days or more, or whose service was for less than 90 days
because of injury or disability incurred in the line of duty, after
April 6, 1917,

(A) who at the time of induction int’ o* service wasa
resident of the territory or state, who had a resident for
not less than one year immediately before h .nduction, and who

returned to the territory or state within on year after discharge
as a resident with the intention of remaining in the territory or
state; or

(B) who, not being a bona fide resident of the territory
or state at the time of entry into the service, has been a resident
of the territory or state for at least one year at the time of the
loan application and has been a resident of the territory or state
for least five years; and

(C) whose discharge was under honorable conditions;

(2) the widow or widower of a member of the armed forces of
an eligible vet"ran if

(A) the member or veteran was a resident of the terri-
tory or state for one year before induction into the service;

(B) the member or veteran served in the armed forces

-6 - FCCSSB 148
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for at least 90 days after April 6, 1917; and
(© his discharge was under honorable conditions;
(©)) a person who has served in the Alaska Army Nati

Guard, the Alaska Air National Guard, or the Alaska Naval Militia or

who has served In a reserve unit of the United States armed forcer 1in
Alaska 1f the reserve unit required, as a minimum, one weekend each
month of duty and 15 consecutive days of active duty training each year
for not less than five years and whose discharge was under honorable
conditions. «
Sec. 9. AS 18.56 1is amended by adding a new section to read:

Sec. 18.56.104. ALLOCATION OF TAX-EXEMPT BONDS. (@ Pursuant to
sec. 103A(g)(6) of rhe Mortgage Subsidy Bond Tar Act of 1980 (26 U.S.C. ,
.1038) the amount of mortgage revenue bonds that may be issued in the
state under sec. 103A(g)(4) of that Act is allocated solely to the
corporation. A municipality may not issue mortgage revenue bonds under
sec. 103A(g)(4) of the Mortgage Subsidy Bond Tax Act of 1980 unless
permitted to do so by the corporation. The amount of mortgage revenue
bonds issued by a municipality under sec. 103A(g)(4) of the Mortgage
Subsidy Bond Tax Act of 1980 with the permission of the corporation
shall be deducted from the total amount permitted by that Act.

()] The provisions of this section apply to home rule municipal
ties .

Sec. 10. AS 18.56 1i1s amended by adding a new section to read:

Sec. 18.56.107. LOAN ORIGINATION AND SERVICE FEES FOR RURAL
AREAS. Loan origination and service fees charged for a loan made or
purchased i1n a rural area with money received by the corporation after
July 1, 1981, may be higher than loan origination ~nd service fees
charged for other loans made or purchased by the corporation and the

corporation may pay a portion of the higher fees.

-7- FCCSSB 148
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< Sec. 11. AS 18.56.110 1is amended by adding a new subsection to read:

(@ Notwithstanding AS 18.56.090(12) and (@ of this section, the
corporation may not issue bonds, other than refunding bonds, In any
12-month period beginning after June 30, 1982, in an amount that exceeds
the amount of bonds authorized to be issued during the preceding 12-
month period, unless a different amount is authorized by the legisla-
ture .

* Sec. 12. AS 18.56.200(c) is amended to read:

(©) The corporationshall include in its annual report under (b),
of this section an estimate of the iInvestment activity of the corpora-
tion In mortgage loans under this chapter for the following 12-month
period and an estimate of the amount of bonds to be issued for the
investments. [NOTWITHSTANDING AS 18.56.090(12) OR 18.56.110(a), THE
CORPORATION MAY NOT ISSUE BONDS OTHER THAN REFUNDING BONDS DURING ANY
12-MONTH PERIOD BEGINNING AFTER JUNE 30, 1981, IN AN AMOUNT THAT EXCEEDS
THE AMOUNT APPROVED BY LAW FOR THAT 12-MONTH PERIOD.,)

* Sec. 13. AS 18.56.200 i1s amended by adding a new subsection to read:

(d) The corporationshall include in its annual report under (b)
of this section a summary of i1ts efforts to implement a program to ex-

N,/tend the operation of the loan programs authorized under this chapter
Fdé térgg%munities* u-at#oRA- of— 18&s——fchan-454000.
* Sec. 14. AS 18.56.210 1is amended by adding a new paragraph to read:
(13) "bond"™ or "obligation”™ means a bond or note of the
corporation or a mortgage participation certificate i1ssued with respect
to mortgages of the corporation.
* Sec. 15. AS 44.47.370 "is amended by adding a new paragraph to read:
® originate and service direct loans made to qualified

buyers 1n accordance with AS 44.47.360 - 44.47.560.

* Sec. 16. AS 44.47.380 i1s amended to read:
-8 - FCCSSB 148
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Sec. 44.47.380. NONCONFORMING HOUSING LOAN FUND. There 1is created
in the Department of Community and Regional Affairs the nonconforming
housing loan fund consisting of money appropriated to it by the legis-
lature. The director shall administer the nonconforming housing loan
fund 1n accordance with AS 44.47_.360 - 44.47.560 and shall use the
money iIn the nonconforming housing loan fund to originate, purchase”™ or
participate in the purchase of

(1 nonconforming housing mortgage loans;

() loans made fTor building materials for nonconforming
housing;

(©)) loans made for renovations or iImprovements to noncon-
forming housings

(@ loans made for the construction of owner-occupied non-
conforming housing other than loans to builders or contractors or loans
that compensate an owner for his labor or services iIn constructing his
own housing.

* Sec. 17. AS 44.47 is amended by adding a new section to read:

Sec. 44.47.385. ELIGIBLE LOCATIONS. (@ The director may make
loans ..from the .nonconforming housing .,loan...fudd only for nonconforming-
housing loans to qualified buyers for nonconforming housing.

() Not more than 20 percent of the total principal amount of
loans made for nonconforming housing may be made in cities of organized
boroughs and service areas of unified municipalities where the popula-
tion of the city or service area exceeds 3,500.

(¢ For purposes of (b) of this section, population shall be de-
termined with reference’to the 1980 preliminary census report as pub-
lished i1In "Alaska 1980 Population'™ and released January 1, 1981, by the
Department of Labor.

(d In allocating money under (b) of this subsection, If a home

-9- FCCSSB 148
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proposed for financing is 1In more than one service area, that home
shall be considered to be iIn the service area with the smallest popula-
tion.

* Sec. 18. AS 44.47.390 i1s amended to read:

Sec. 44.47.390. LIMITATIONS ON USE OF NONCONFORMING HOUSING LOAN
FUND. The director may not use the money iIn the nonconforming housing
loan fund to

(1) originate a direct loan or purchase or participate in
the purchase of a nonconforming housing mortgage loan which exceeds che
limitations on mortgage loans purchased by the Federal National Mortgage
Association as to principal amount or loan-to-value ratio;

(@ originate a direct loan or purchase or participate Iin
the purchase of a loan made for building materials for nonconforming
housing

(A which exceeds $45,000 or exceeds

(1) 80 percent of the appraised value of the work
completed on the nonconforming housing for which the loan is laade
iT the nonconforming housing is pledged as collateral for the
loan; or - .

(11)80 percent of the value of other property
which 1s pledged as security for the loan and which is satis-
factoryto the director ascollateral;

®) unless the terms of the Jloan agreement require
inspections and certifications, as required by regulations of the
director, at the expense of the borrower; and

© unless theperiod of time allowed for repayment of
the loan isequal to or less than 15 vyears [THE LESSER OF

(i) THREE YEARS; OR

(i1) THE MAXIMUM PERIOD OF TIME ESTABLISHED BY

-10- FCCSSB 148
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REGULATION BY THE DIRECTOR BASED ON THE PREVAILING PRACTICE

AMONG PRIVATE FINANCIAL INSTITUTIONS IN THE GENERAL AREA IN

WHICH THE LOAN IS MADE FOR LOANS FOR THE PURCHASE OF BUILDING

MATERIALS];

(@ originate direct loans or purchase or participate iIn the
purchase of a nonconforming housing mortgage loan which is secured by
real property the marketable title to which is shown In accordance with
AS 44_.47.420(b)(2) 1f the total amount of outstanding nonconforming
housing mortgage loans held by the division exceeds 10 times the amount
of money iIn the restricted title loss reserve account (AS 44.47.430) [;

(4) PURCHASE OR PARTICIPATE IN "THE PURCHASE OF CONSTRUCTION
LOANS] .

Sec. 19. AS 44.47 is amended by adding a new section to read:

Sec. 44.47.395. OPERATING LOSS RESERVE ACCOUNT. (@ There 1is
established an operating loss reserve account for the purpose of meet-
ing legal expenses incurred through the foreclosure of properties
acquired by the director under AS 44.47.370(6) and making repairs to
these properties so that they may be sold to new buyers.

___(b)- _The.,operating “reserve loas*-account consists of money appro-. *
priated by the legislature. To the extent tha": money Iis paid out of
the operating loss reserve account for the purposes stated in this
section, this money shall be replaced with money received as interest
on loans authorized by this chapter.

Sec. 20. AS 44.47.400 i1s amended to read:

Sec. 44.47.400. SECURITY FOR LOANS. (@ The director shall
adopt regulations iIn accordance with the Administrative Procedure Act
(AS 44.62) establishing acceptable security for loans originated or
purchased in whole or In part under AS 44.47.380.

() A person may pledge as security for the repayment of a loan

11- FCCSSB 148
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originated or purchased in whole or 1in part under AS 44.47.380 a pre—
ference right he holds to receive title to land he occupies as a pri—
mary place of residence, primary place of business, subsistence camp—
site, or as headquarters for reindeer husbandry. The preference right
must be conveyed to the person by the Native corporation to which the
land was granted under section 14 of the Alaska Native Claims Settle—
ment Act (85 Stat. 688, 43 U.S.C. secs. 1601 - 1626, as amended by P.L.
94-204) before it may be pledged as security under this subsection.
The commissioner of community and regional affairs shall prescribe
procedures and standard forms for estabishing, pledging, and appraising
the value of a preference right held by a person to secure the repay—
ment of a loan originated or purchased in whole or in part under AS 44_-
47.380.

* Sec. 21. AS 44.47.410 is repealed and reenacted to read:

Sec. 44.47.410. INTEREST ON LOANS. The interest rati on a mort—
gage loan originated or purchased in whole or in part under AS 44._-
47.380 1is equal to the interest rate, as determined under AS 18.56.098-
(0)(@) - (@), on a mortgage loan purchased under AS 18.56.098(g) from
the proceeds of the most recent applicable issue of taxable bonds
before the origination or purchase of the mortgage loan originated or
purchased under AS 44.47.380.

* Sec. 22. AS 44.47.420(a) 1is amended to read:

(a) Before the director originates or purchases a nonconforming
housing mortgage loan in whole or 1in part, the director may require a
borrower to show marketable title to real property offered as security
for the loan to be purchased.

* Sec. 23. AS 44.47.430(b) 1is amended to read:

(b) The director may withdraw money from the restricted title

loss reserve account 1in an amount equal to the loss to the division on
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a nonconforming housing mortgage loan originated or purchased in whole

or In part by the division If marketable title to the real property

used to secure the loan was shown iIn accordance with AS 44.47.420(b)(2).-

Money withdrawn from the restricted title loss reserve account under

this section shall be deposited in the nonconforming housing loan fund.
* Sec. 24. AS 44.47.460 i1s amended to read:

Sec. 44.47.460. 1.0AN ORIGINATION AND SERVICING. U)_  Before
purchasing or participating in the purchase of a loan, the director
shall enter iInto a loan servicing agreement with the private financial
institution from which the loan iIs to be purchased.

(b) The director may execute service agreements with private
lending iInstitutions to service loans originated by the division.

(©) Under the servicing agreement, the private financial insti-
tution shall administer the loan and may charge the division a negoti-

ated origination or servicing fee on the division®s share of the loan.

When appropriate, the [THE] private finar : institution may also
_._Charge .the borrower a reasonable originatoi ® not" to exceed one —
percent.

(d) Loan origination and servicing agreement j.entered into under
this section may provide for higher fees for loans made for nonconform-
ing housing located outside of cities of organized boroughs and service
areas of unified municipalities that have apopulation inexcess of
3,500, than for other loans made for nonconforminghousing. The divi-
sion may pay a portion of the higher fees.

* Sec. 25. AS 44.47.470 is amended to read:

Sec. 44.47.470. APPRAISALS. Before originating or purchasing or
participating iIn the purchase of a nonconforming housing mortgage loan,
the director may have or may require the borrower to have an appraisal
made of the fair market value of the real property, including struc-
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tures on the real property, for which the loan i1s made. In conducting
an appraisal under this section, the appraiser shall give full value to
insulation and other features of construction iIn structures on the real
property which add to the energy efficiency of the structures.

Sec. 26. AS 44.47.490 is amended to read:

Sec. 44.47.490. ASSISTANCE BY DIVISION PERSONNEL. (@ The
director may establish fTield offices under this chapter, may [SHALL]
hire [AT LEAST] one or more lending officers, [OFFICER] and may [SHALL]
contract for the services of

(1) real property appraisers who are familiar with rural
construction; and

(@ engineers who are familiar with engineering problems iIn *
arctic and subarctic regions.

() The personnel described In (@ of this section may [SHALL]
make [REGULAR] visits to [EACH OF] the regions establishedunder AS 44._-
47.510(a) to provide preconstruction and post-construction inspections
of real- property--for which loans are originated or purchased by the——
division in whole or iIn part under AS 44.47.380 and to provide assis-
tance to private fTinancial institutions and their borrowers in the
regions. Authority for final approval of loans may not be exercised by
the personnel described iIn this section.

Sec. 27. AS 44.47.510(b) 1i1s amended to read:

() Unless otherwise required by an appropriation, the director
shall allocate the money iIn the nonconforming housing loan fund among
the reg ons established v.nder (@ of this section for che purpose of
originating or purchasing each type of loan described iIn AS 44.47.380.
In making an allocation under this subsection, the director shall
consider the past and potential lending activity of private financial

institutions in the region as well as the need for loans in the region.
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The director may reallocate the money among the regions as he considers
necessary.
Sec. 28. AS 44.88.010 i1s amended to read:

Sec. 44.88.010. LEGISLATIVE FINDING AND POLICY. @ The legis-
lature finds, determines and declares that

(1 there exist areas of the state iIn which seasonal and
nonseasonal unemployment exis® ;

(@ this unemployment Is a serious menace to the health,
safety and general welfare, not only to the people inthose areas, but
also to the people of the entire state;

(B the state lacks the basic manufacturing, industrial, and
Jmnall [BUSINESS, TOURISM, MINING, ANI COMMERCIAL FISHING] enterprises
and the other facilities referred to in (6) of this subsection [AS 44.-
88.010(a)(5)] necessary to permit adequate development of itsnatural
resources and the balanced growth of its eionomy;

(@ the establishment and expansion of i1ndustrial, manufac-
turing, and sma-M" [BUSINESS, TOURISM, MINING, AND COMMERCIAL FISHING]
enterprises in Alaska and the other facilities referred to in (B) of
this subsection are [, INCLUDING FACILITIES FOR AIR AND WATER TRANSPOR-
TATION, FACILITIES FOR POLLUTION CONTROL AND WASTE DISPOSAL, FACILITIES
FOR THE LOCAL FURNISHINGS OF GAS, FACILITIES FOR WATER, AND FACILITIES
FOR INDUSTRIAL PARKS, 1IS] essential to tie development of the natural
resources and the long-term economic growth of the state,and will di-
rectly and indirectly alleviate unemployment in the state;

() tbe achievement of the goal of full employment, and of
establishment and continuing operation and development of iIndustrial,
manufacturing, [BUSINESS, TOURISM, MINING AND COMMERCIAL
FISHING] enterprises”™ In the state, including facilities for air and
water transportation, Tacilities for pollution control and waste dis-
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posal, Tacilities for the local furnishing of gas, facilities for
water, and Tfacilities for industrial parks, will be accelerated and
facilitated by the creation of an instrumentality of the state with
powers to incur debt and to make and insure loans to finance, and to
assist private lenders to make loans to finance, the establishmen.t',st
operation, and development of 1industrial, manufacturing, small
BUSINESS, TOURISM, MINING, AND COMMERCIAL FISHING ] enterprises
frilkif—tyrros'yf teaj
including fTacilities for ailr and water transportation, facilities for
pollution control and waste disposal, facilities for the local furnish?
ing of gas, fTacilities for water, facilities for industrial parks,
[, FOR PRIVATE OPERATION];

() 1t is In the public interest to promote the prosperity
and general welfare of all citizens of the state by stimulating commer-
cial and industrial growth and expansion by encouraging an increase of
private investment by banks, iInvestment houses, iInsurance companies,
and other TfTinancial 1institutions, including pension and retirement
iunds, to help satisfy the need for economic expansioh;*“

(7)) 1t is iIn the state"s iInterest to import private capital
to,create, new. economic activity-: which .would .not-otherwise take® place- In
the state.

() It is declared to be the policy of the state, iIn the interests
of promoting the health, security and general welfare of all the people
of the state, and a public purpose, to increase job opportunities and
otherwise to encourage the economic growth of the state, including the
development of its natural resources, through the establishment and
expansion of manufacturing, industrial, &std -atetHr [BUSIUNE(SSS, TOURISM,
MINING AND COMMERCIAL FISHING] enterprises{\nand the other facilities
referred to In (a@)(6) of this section [AS 44.88.010(a)(5)] by creating
the public corporation with power, duties and functions as provided 1in
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this chapter.
* Sec. 29. AS 44.88.050(a) is amended to read:

@ A majority of the members of the authority constitutes a
quorum for the transaction of business or the exercise of a power or
function at a meeting of the authority. In case of a tie vote on a
motion or resolution pending before the authority the motion or resolu-
tion shall be presented to the governor and i1f approved by him, 1is
considered adopted by the authority. The authority may meet and trans-
act business by electronic media 1f (1) public notice of the time and
locations where the meeting will be held by electronic media has been
given in the same manner as 1f the meeting were held In a single loca-
tion; (2 participants and members of the public In attendance can hear -
and have the same right to participate In the meeting as i1f the meeting
were conducted in person; and (3) copies of pertinent reference mater-
1als, statutes, regulations, and audio-visual materials are reasonably
available to participants and to the public. A meeting by electronic
media as provided iIn this subsection has the same legal effect as a
meeting In person.

* Sec.. 30. AS 44.88.050 is amended .by adding a new subsection to read:

@ The authority shall keep minutes of each meeting and send
certified copy to the governor and to the Legislative Budget and Aud,. t
Committee.

* Sec. 31. AS 44.88.070 is amended to read:

Sec. 44.88.070. PURPOSE OF THE AUTHORITY. The purpose of the
authority is to promote, develop and advance the general prosperity and
economic welfare of the” people of Alaska, to relieve problems of unem-
ployment™ and to create additional employment by providing various
means of financing and means of facilitating the financing of i1ndus-
trial, manufacturing, [BUSINESS, TOURISM, MINING, AND CGM-
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MERCIAL FISHING] enterprises/Aand the other facilities referred to iIn
AS 44.88.010(a)(5) within the state.
Sec. 32. AS 44.88.080(12) 1s amended to read:

(2 to purchase or insure loans to finance the costs
manufacturing, industrial, * ssafrk [BUSINESS, TOURISM, MINING, AND
COMMERCIAL FISHING] enterprise™projects;

Sec. 33. AS 44.88.080(18) 1is amended to read:

(18) to fTacilitate the expansion of a secondary market for the
resale of federally or commercially insured loans made to finance the,
costs of projects in Alaska held by federal and state chartered finan-
cial iInstitutions or by the Alaska Commercial Fishing and Agriculture
Bank [COMMERCIAL BANKS IN ALASKA].

Sec. 34. AS 44_.88 1i1s amended by adding a new section to read:

Sec.44.88.085. FEES CHARGED BY AUTHORITY. @ An application
fee may not be charged for an application for authority participation
in a loan under AS 44.88.158.

((0)) The commitment fee for a loan commitment by the authority n

not exceed two percent of the principal amount of the loan.

.-~Sec. 35. AS- 44.88.090 (@) (1) 1is repealed and reenacted to read:

(@) issue bonds, other than refunding bonds, iIn any 1
period beginning after June 30, 1982, in an amount that exceeds the
amount of bonds authorized to be 1issued during the preceding 12-month
period, unless a different amount is authorized by the legislature; or
Sec. 36. AS 44.88.105(a) is amended to read:

(€)) For the purpose of securing one or more issues of I1ts bonds,
theauthority may establish one or more special funds, called "capital
reserve fTunds', and shall pay iInto those capital reserve funds the
proceeds of the sale of i1ts boi.ds and other money which may be made
available to the authority from other sources for the purposes of the
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capital reserve funds. A capital reserve fund may oe established only
if the authority determines that the establishment of the fund would
enhance the marketability of the bonds, and if those costs of a pro-
ject, as defined in AS 44.88.220, which are to be financed with the
proceeds of the bonds, do not exceed $10,000,000. Money 1in a capital
reserve fund, except as provided in this section, may be used as re
quired only for (1) the payment of the principal of, and interest on,
bonds or of the sinking fund payments with respect to those bonds; (2)
the purchase or redemption of the bonds; or (3) the payment of a
redemption premium required to be paid when the bonds are redeemed
before maturity. However, money in a capital reserve fund may not be
withdrawn 1if the withdrawal would reduce the amount 1in the capital
reserve fund to less than the capital reserve requirement, except for
» purpose of making payment, when due, of principal, interest,
X .demption premiums cn the bonds, and sinking fund payments when other
money of the authority is not available for the payments. |Income or
- Interest earned by, or increment to, a capital, reserve fund, from _the ..
investment of all or part of the fund, may be transferred by the author—
ity to other funds or accounts of the authority if the transfer does
not reduce the amount of the capital reserve fund below the capital
reserve fund requirement.
* Sec. 37. AS 44.88.105 1is amended by adding new subsections to read:
(f) The authoritymay not establish a capital reserve fund to
secure an issue of bonds in an amount in excess of $1,000,000 unless at
least 2.0 percent of the principal amount of the loan for the project is
retained lg/y a federal dr state chartered financial institution or the
Alaska Commercial Fishing and Agriculture Bank.
(g) The authority may establish reservefunds, other than capital
reserve funds, to secure one or more 1issues of its bonds. The authority
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may deposit in a reserve fund established under this subsection the
proceeds of sale of its bonds and other money which may be made avail—
able from any other source. A reserve fund established under this
subsection must comply with (@) - (c¢) of this section. The authority
may allow a reserve fund established under this subsection to be
depleted without complying with (d) of this section.

Sec. 38. AS 44.88.155 is repealed and reenacted to read:

Sec. 44.88.155. ENTERPRISE DEVELOPMENT FUND. (@) The enterprise
development fund 1is established 1in the authority. The enterprise
development fund 1is a trust fund for the uses and purposes of this
chapter. The enterprise development fund consists of money or assets
appropriated or transferred to the authority and other money or assets
deposited in it by the authority.

(b) The authority may establish in the enterprise development
fund a small enterprise loan account, a loan 1insurance account, and
other accounts it considers appropriate.

(c) Money and other asset* of the enterprise development fund may
be used to secure bonds of the authority, and shall be held and invested
by the authority in the types of investments described in AS 37.10.-
070(a) and AS 39.35.110(a)(9) and @H)H"~ Mg{)(ey_——irn——th"——ent—erpr—iae—dave—l—
opment-—-fund-may- also be used to purchase loans for projects as defined
in AS 44,88.220.

(d) A loan purchased in whole or in part by the authority, other
than a loanwhich 1is financed with the proceeds of bonds of the author—
ity and secured only by a project applicant or a project,

(1) may not exceed
(A) $10,000,000; cr
(B) $500,000 if the loan is purchased under AS 44.88.-
158;
-20- FCCSSB 148



15

16

17

18

19

20

23

24

25

26
27

28

WORK DRAFT FAfcEK VWKE jjkatX raryik.

(2) may not exceed the cost of the project or 75 percent of
the appraised value of the project, whichever 1is less, unless the
amount of the 1loan in excess of this limit is federally insured or
guaranteed or 1is 1insured by a qualified mortgage 1insurance company;

(3) may not be for a term longer than three-quarters of the
authority"s estimate of the life of the project or 25 years from the
date the loan 1is made, whichever is earlier;

(4) shall contain complete amortization provisions satisfac—
tory to the authority requiring periodic payments by the borrower;

(5) shall be in the form and contain the terms and provi—
sions with respect to insurance, repairs, alterations, payment of taxes
and assessments, default reserves, delinquency charges, default reme—
dies, acceleration of maturity, secondary liens and other matters the
authority prescribes;

(6) shall be secured as to repayment by a mortgage or othei
security instrument 1in the manner the authority determines is feasible
to assure timely repayment, under .a loan agreement entered into with the
borrower;

(7) may not be made unless

(A) at least 10 percent of the principal amount of the
loan isretained by the originator of the loan; or

(B 100 percent of theprincipal amount of the loan is
guaranteed by the United States or an agency or instrumentality of
the United Stc 1is;

(8) must be

(A) at least partially guaranteed by the United States
or an agency or instrumentality of the United States, subject to
the provisions of AS 44.88.158; or

(B) financed from the proceeds of bonds; or
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(© expected by the authority to be financed from the

proceeds of bonds.

(e The authority may adopt regulations for the administration of

the enterprise development fund which may include, without Hlimitation,

provisions for fees and agreements relating to application, loan com-

micment,

money

™

servicing, and origination of loans by other lenders.

The authority may enter iInto agreements as to the use of the

in the enterprise development fund, including without limitation,

trust or custody arrangements with banks or trust companies. It may

also pledge, assign, or grant the agreement, interests under an agree-

ment,

or

interests in the enterprise development fund as may be neces-

sary or appropriate to provide for payment and security for bonds of

the authority.

* Sec.

39.
@

AS 44.88.157 1i1s amended

Notwithstand

establish additional

--- bonds-,-and may-pay in

by adding new subsections to read:

ing (& - (@) of this section, the authority may

insurance accounts to secure special obligation

to an

insurance account established under-this

subsection money made available from an appropriation or any other

sourc

e.

An iInsurance account established under this subsection is not

subject to the requirements of (d) and (g) of this section.

«©

A loan may

not be insured from a loan iInsurance account

within the enterprise development fund 1If the loan is for a project the

cost of which exceeds $10,000,000.

@D

A loan

in excess of $1,000,000 may not be insured from a

insurance account within the enterprise development fund unless at

least 20 percent of the principal

federal

cial

* Sec.

amount of the loan iIs retained by a

or state chartered financial institution or the Alaska Commer-

Fishing and Agriculture Bank.

40.

AS 44.88.158

is repealed and reenacted to read:

-27-

FCCSSB 148

Ic



*

15
16
17
18

19

23
24
25

26
27

28

22-

WORK DRAFT PAPER WORK DRAFT PAPER WORK DRAFT PAPER

Sec. 44.88.158. SMALL ENTERPRISE LOAN ACCOUNT. @ A small
enterprise loan account is established In the enterprise development
fund. The account may be composed of money or assets appropriated or
transferred to the authority, iInterest on iInvestments and loans of the
small enterprise loan account, the unpledged i1ncome of the enterprise
development fund, and other money or assets deposited in i1t by the
authority.

(b) The authority may use money iIn the small enterprise loan
account to purchase the g_uaranteed portion of a loan made by a private®
financial institafjk:ion’\tjgl Igﬂsmall enterprise to pay the cost of a pro-
ject, as defined In AS 44.88.220, if the loan is guaranteed by the
United States or an agency or instrumentality of the United States,
including, but not limited to, the Small Business Administration, the
National Marine Fisheries Service, and the Farmers Home Administration,

(©0 The authority may purchase loans originated by the Alaska
Rural Rehabilitation Corporation which are made to agricultural enter-
prises. Loans purchased under this subsection may bfe secured by sub-
stitute collateral i1f the amount of the loan does not exceed 75 percent
of the value of the total collateral for the loan. Loansmay be pur-
chased under this subsection only from money appropriatedto the small
enterprise loan account for that purpose.

Sec. 41. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.159. INTEREST RATES. (@) The interest rate on a loan
that qualifies for tax-exempt finanCingéjuny—pjf);/é.—.;((flead the iInterest
rate on loans of the authority prevailing at the time the loan 1is
purchased for projects having tax-exempt financing. In this subsection,

"tax-exempt fTinancing” means financing from the proceeds of the sale of

a series of bonds on which the interest is exempt from federal 1ncome

tax.
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(b) The 1interest rate on a loan purchased by the authority with
money 1in the small enterprise loan account from the proceeds of the
sale of a series of taxable bonds may-aot mexceed the true interest
cost, expressed as a rate, of the most recent sale of taxable bonds of
comparable term by the authority, plus an additional percentage to
represent allocable expenses of operation, costs of issuance, and
mortgage servicing costs of the authority, [if the authority has not
sold taxable bonds of comparable term within three months of the time
the loan is purchased, the interest rate on the loan may not exceed the,
true interest cost, expressed as a rate, that the authority estimates
would be payable on taxable bonds 1issued by the authority to provide
money to make the 1loan, plus an additional percentage to represent
allocable expenses of operation, costs of issuance, and mortgage ser—
vicing costs of the authority/J In this subsection, "taxable bonds™
means bonds on which the interest is subject to federal income tax.

(c) The 1interest rate 0:1 a loan purchased by the authority with

-money in the small enterprise loan”hat 1is account not from the proceeds

tf at! /»
of the sale of a series of taxable bonds is”~the most recent index of
/I S S " - rV14C.
orporate bond _yielcU as published by Moody"s stmrvtaa. ~

Sec. 42. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.165. DELINQUENT LOANS. If more than two percent of
the total outstanding balance of loans purchased from a financial
institution under this chapter becomes delinquent for 90 days or more,
the authority shall discontinue purchasing loans from that financial
institution until the delinquency 1is reduced to less than two percent.
Sec. 43, AS 44.88.220(2) 1is amended to read:

2 "business enterprise” means a single proprietorst

corporation, firm, partnership, or other association of persons organ—

ized in any manner, for any business purpose, other than [WHICH IS NOT
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ORGANIZED] on a nonprofit basis;

* Sec. 44. AS 44.88.220(5) 1is amend

ed to read;

(5) "project” means. [INCLUDES]

/

(A a plant or facility used or intended for use 1in

Jijct I** pfnp
connection witn making, processing, preparing, pr producing in any
TR&~mZE
manner, goods, products or substances of any kind or nature . in

connection with developing or utilizing a natural resource, or

extracting, smelting, transp

producing 1in any manner, mi

orting, converting, assembling or

nerals, raw materials, chemicals,

compounds, alloys, fibers, commodities and materials, products or

substances of any kind or nature, any plant or facility used or

intended for use as an 1indus

and water transportation, or any plant or facility for the preven—

tion, limitation or control

disposal of sewage or solid

trial park or in connection with air

of air or water pollution, for the

waste, for the Ilocal furnishing of

gas, or for the furnishing of water;

(B) commercial act

ivity by a small [BUSINESS] enterprise

[, TOURISM ENTERPRISE, MINING ENTERPRISE AND COMMERCIAL FISHING

ENTERPRISE AS DEFINED IN (12), (13), (1A), AND (15) OF THIS SEC—

TION] ;
* Sec. 45. AS 44.88.220(0) 1is amend
(8) "project cost"™ or

part of the aggregate costs determ

ed to read:
"cost of a project"means all or any

ined by the authority to be necessary

to finance the construction, expansion, or acquisition of a project,

including without Jlimitation the

cost of acquiring real or tangible

personal property, and,*in connection with real property, the cost of

constructing buildings and improve
of access to and from the project,
of utility systems to the site of

-25-

ments, the cost of constructing means
the cost of constructing extensions
the project; the cost of a project
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includes, without limitation, the cost of financing the project, 1iIn-
terest charges before, during or after construction, expansion, or
acquisition of the project, costs related to the determination of the
feasibility, planning, design or engineering of the project and, to the
extent determined necessary by the authority, administrative expenses,
the cost of machinery or equipment to be used iIn the operation of the
project and expenses of installation, replacement or rehabilitation,
and all other costs, charges, fees and expenses which may be determined
by the authority to be necessary to finance the construction, expansion,
or acquisition;

* Sec. 46, AS 44.88.220(12) 1i1s repealed and reenacted to read:

(a2 "sraall enterprise”™ means a business enterprise whi
a project applicant with gross income i : $10,000,000 or less for its
annual reporting period ending immediately before the application to
the authority for a loan;

* Sec. 47. AS 44.88.220 i1s amended by adding a new paragraph to read:

(16) commercial activity” includes work in- process or activ-
ity involving stock in trade, accounts receivable, or the refinancing
of existing indebtedness, subject to the provisions of AS 44.88.158.

* Sec. 48. The Alaska Housing Finance Corporation may issue bonds iIn the
principal amount of $592,000,000 during the fiscal year ending June 30,
1982.

* Sec. 49. Subject to the limitation of AS 44.88.090(g), the Alaska
Industrial Development Authority may issue bonds in the principal amount of
$400,000,000 during the fiscal year ending June 30, 1982.

* Sec. 50. Tne following laws are repealed: AS 18.56.090(1), 18.56.-
098(d) and (F)(3), and AS 44.88.220(13), (@4), and (15).

* Sec. 51. This Act takes effect immediately i1n accordance with AS 01.-

10.070(c) -
-26- FCCSSB 148
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HOUSE AMENDMENTS
TO: FCCSSB 148
20, line 27 after ”3$10,000,000;" delete “dr””
20, line 29 after ~158;””insert "or”’

20, after line 29, insert:
"(C) $3,000,000 or $50,000 for each dwelling unit,
whichever 1is less, if the loan is made for a multi-family dwelling

enterprise;””

23, after line 21, insert:
Jh=>>? 30,
"(d) "The authority may use the assets of the small enterprise
loan account to purchase a loan made to a project applicant for a

multi-family dwelling, enterprise. *

JivlyLo- ./~ 41 A - %

(e) The authority shall adopt regulations to establish priorities
for the purchase of loans for multi-family dwelling enterprises which
take into account the need for multi-family housing 1in the state as

reflected by vacancy rates in multi-family housing in different areas

of the state.?””

24, after line 19, insert: ~ A7 A
"(d) The 1interest rate on ,a loan purchasedwfor a multi-family

dwelling enterprise shall be one percent more than the interest rate,
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as determined under AS 18.56.098(g)(1) and (2), on a mortgage loan
purchased under AS 18.56.098(g) or (h) from the proceeds of the most
recent issue of taxable bonds before the loan purchased for a multi-

family dwelling enterprise.”

25,line 20, after "TION];" 1insert "and”

25, afterline 20, insert:

(@ a multi-family dwelling enterprise;”

26, line 16, delete a new paragraph” and insert "new paragraphs”

26, afterline 16, insert:

7 (16) "multi-family dwelling enterprise® 1is a rental or

cooperative dwelling of A or more units;"

26, line 17, delete "(16)” and insert "(17)”



HOUSE AMENDMENTS
T0: FCCSSB 148

Page 20, line 27 after "$10,000,000;" delete "or"

Page 20, line 29 after "158;" insert "or"

Page 20, after 2ine 29, insert:
"(C) $3,000,000 or $50,000 for each dwelling unit,
whichever is less, if the loan is made for a multi-family
dwelling enterprise;"

Page 23, after line 21, insert:

"(d)Unt.il June 30, 1982, the authority may use the
assets of the smallenterprise loan accountto purchase a loan
made to a project applicant for a multi-family dwelling enterprise.
Loans may be purchased under this subsection only from i.ioney
appropriated to the small enterprise loan account for that
purpose.

(e) The authority shall adopt regulations to establi
priorities for the purchase of loans for multi-family dwelling
enterprises which take into account the need for multi-family
housing in the state as reflected by vacancy ratesin multi-family
housing in different areas of the state.



Page 24, after line 19, insert:
“(d) The interest rate on the portion of a loan purchased
by the authority for a multi-family dwelling enterprise shall be
one percent more than the interest rate, as determined under
AS 18.56.098(g)(1) and (2), on a mortgage loan purchased under
AS 18.56.098(g) or (h) from the proceeds of the most recent
issue of taxable bonds before the loan purchased for a multi-
family dwelling enterprise.”

Page 25, line 20, after TION];" insert "and"

Page 25, after line 20, insert:

1(C) a multi-family dwelling enterprise;"
Page 26, line 16, delete "a new paragraph” and insert "new paragraphs"
Page 26, after line 16, insert:

"(16) ‘multi-family dwelling enterprise' is a rental

or cooperative dwelling of eight or more units;"

Page 26, line 17, delete "(16)" and insert "(17)"
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Second Free Conference Committee Report

The letter of intent shall be amended to include the following
section under AIDA:

f. That the multi-family dwelling program provided for in FCCS
CSSB 148 is a PI|OI program and may not be continued, and that
the staff of AIDA develop a financing plan or a set of alternative
financing plans for multi-family hou3|n%, including estimates

of demand and subsidy cost, if any, to the State. AIDA shall
present its plans by February 1, 1982 to the Legislature for
consideration in the 1982 session.



2nd FREE CONFERENCE OOMMITTEE
CN SB 148
RfcXXWMENDATICN FOR APPROPRIATION

The 2nd Free Conference Committee on SB 148 recommends
that the Free Conference Committ;- a on HB 297 appropriate
$20,000,000 from the general fund to the Alaska Indus-
trial Development Authority, small enterprise loan
account for the purchase of loans for mu|t|-fam|ly{1
dwelling enterprises. This appropriation should have a
lapse date of June 30, 1982

The above action would be consistent with provisions
adopted by the 2nd Free Conference Committee on SB 148
which authorized the Alaska Industrial Development
Authority to purchase loans for multi-family dwellings



The Free Conference Committee on HCS CSSB 148 (Finance) intends the
following on FCCS CSSB 3.48:

AHFC Second Mortages

a) that the Alaska Housing Finance Corporation implement a program
of purchasing second mortgages for acquisition of residences as
soon as possible after determining the potential demand for the
program, .the ability to finance the program through the sale of
bonds and mortgage pass-through certificates and that a second
mortgage purchase program does not adversely affect the first
mortgage bond financing program;

b) that AHFC implement a program of purchasing second mortgages
for home improvement provided that:

©)

1) it conducts a study to determine:

A) the ability of the corporation to finance second
mortgages through the sale of bonds or pass-through
mortgage certificates; and,

B) the potential demand for second mortgages for home
improvments; and,

C) whether the second mortgage program will adversely
affect the first mortgage program;

2) copies of the study are submitted to the Legislature;
and,

3) the corporation determines, based on results of the
study, that it is advisable to undertake such a program and
informs the Legislature of its determiiation.

that 1f the corporation decides to implement a second mortgage

program for home improvement:

1) up to $20 million or any excess, whichever is greater, of
the appropriation special mortgage loan purchase program be
allocated for second mortgage loans for home improvement; and,

2) the second mortgage program for home improvement be
implemented no later than February 15, 1982.



All AHFC Mortgage Programs

a) that AS 1S.56.098 (e) has been amended to authorize
AHFC to require "due on sale” clauses in new mortgages
that it acquires after July 1, 1981. in the common lav

of some other states, such as California, judicial decis—
ions hare held "due on sale™ clauses to be invalid and
unenforceable. The amendment to AS 18.56.098(e), by stat—
utory lav, rejects this common lav principle and provides
instead that such clauses by AHFC will be enforceable.

The action of _modifying the common lav in this way 1is not
unlike that done to the common lav of contracts by the
adoption of the Uniform Commercial Code.

In the case of AHFC, the enforceability of "due on
sale” clauses 1is an essential part of its taxable bond
program. This 1is because the mortgages to be made have a
term of 50 years, but the bond market today for taxable,
50-year bonds has become virtually non-existent, even 1if
an extremely high rate of interest is paid on the bonds.

To issue bonds 1in the annual volume that AHFC requires to
meet the demand for its mortgages, and to do so at more
reasonable 1interest rates and thereby allow more mortgages
to be made with the SUDSIdy monies appropriated to it,

AHFC has issued and will 1issue bonds for a shorter term--
the maturities for its first taxable bond sale earlier

this month were for 15 and"IS years. To pay the bonds

off with these shorter maturities, AHFC must rely on the
prepayment of the outstanding balances on its mortgages
when the houses being financed by them are sold. If assump —
tions or "wrap arounds™ are allowed so that these mortgages
would not be paid off until the end of their 50-year terms,
AHFC would default on its repayment of its bonds.

Thus, the purpose of the "due on sale™ clause for
new AHFC mortgages 1is to facilitate the taxable bond pro—
gram by allowing the subsidy funds to cover more mortgages
as the result of the lower bond interest rates vith shorter
bond maturities. This 1is a very different case from "due
on sale™ clauses that private lenders seek to enforce, which
merely seek to protect those lenders from the effects of
variations in their cost of money during the term of the
mortgages they make.



AHFC Rural Mortgages

a) that the corporation increase Its outreach, services, and
provision of information about iIts programs in rural areas and
small communities:

b) that the corporation meet demand for mortgage loans in rural
areas and small coimcjnities.

©) that the corporation make use of the provisions of the bill
allowing higher origination or servicing fees whenever appropriate,
including the provision that the corporation pay all or part of the
higher cost of originations in rural areas, so that home purchasers
in urban and rural areas pay similar percentage amounts for loan
origination.

AIDA.

a) that the Alaska Industrial Development Authority give fTirst
priority for use of an estimated & million per month of cash flow
during fiscal year 1982 from existing assets of the authority to
the purchase of federally guaranteed loans for working capital,

inventory, accounts receivable, and refinancing of existing indebtedness:

b) that the authority allocate up to 30 percent, it demand exists,
of this cash flow for the purchase of loans described above which
are for $100,000 or less;

© that the Alaska Industrial Development Authority make maximum
use of the Federal guarantee programs iIn 1ts financings, including
the Farm Home Administration, National Marine Fisheries Service,
and SmldL Business Administration guarantees.

d) that the authority submit a report to the Legislature an the
performance and results of 1ts purchase of federally guaranteed
loans;

e) that 1f a financing iIs secured by the moral obligation of the
State or by the general assets of AIDA, and i1f the borrower is
subject to capital spending restrictions iIn order to maintain tax-
exempt status of that financing, AIDA shall require the borrower to
provide annual certified audits to the board, and a condition of
those audits shall be to verify compliance with, the Internal Revenue
Service capital spending restrictions.

) that the board and staff of AIDA or any other state agency
disseminating information about AIDA"s programs be cognizant of the
following long-term legislative intent toward AIDA:

AIDA was created to mmport low-cost capital into the State, and to
pass that low cost on to the business community with the addition
of modest administrative and overhead costs.



It is the Intent of the Legislature that the expense to the State
of the AIDA programs remain modest, and 1t is not the iIntent of the
Legislature to subsidize taxable loans down to tax-exempt rates nor
to appropriate State moey,- which would otherwise be eligible for
investiment at taxable rates, directly to an AIDA loan fund to be
lent at tax-exempt rates.

The Legislature specifically wishes to avoid building into the AIDA
program an expectation of low-interest funds the same way that such
an expectation has been built into the AHFC program. It is important
that the business community recognize the possibility that the
iIssuance of tax-exempt industrial revenue bonds may be halted and
that 1T such an event occurs, the Legislature will not act to
continue, through subsidy, the tax-exempt rate loan programs.

Nonconforming Housing Loans

a) the Department of Conmunity and Regional Affairs place the
lowest priority on construction loans (interim financing) other
than building material loans:

b) that the Department of Cormunity and Regional Affairs may
originate loans iIn areas of the State where iIn the opinion of the
Department financial institutions are not adequately providing

extension of credit for housing, or not making a good faith effort
to do so.

Business Loans

a) that the Department of Commerce and Economic Development process
to completion beyond July 1, 1981, if necessary, certain types of
loans approved prior to July 1, 1981, after which date the authority
of the Department to make such loans is repealed by Sec. 71, Ch. 106,
SLA 1980.
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The Free Conference Committee on HCS CSSB 148 (Finance)
intends the following on FCCS CSSB 148:

AHFC Second Mortages

a) that the Alaska Housing Finance Corporation im-
plement a pro%ram of purchasing second mort?ages for
acquisition of residences as soon as possible after
determining the potential demand for the program, the
ability to finance the program through the sale of bonds
and mortgage pass through certificates and that a second
mprt?age purchase program does not adversely affect the
first mortgage bond financing program;

b) that AHFC imﬁlement a program of purchasing
econd mortgages for home improvement provided that it
conducts a study to determine:

1) the ability of the corporation to
finance second mortgages through the sale
of bonds or pass-through mortgage certi-
ficates; and,

27 the potential demand for second mort-
gages for home improvement; and,

a) whether the second mortgage program
will adversely affect the first mortgage
Drogram:

and provided that the corporation determines, based on the
results of tlie stud)L tnat it is advisable to undertake su
a program;

c) that copies of the studk mentioned in (bh) above
are to be submitted to the legislature;

d) that it the corporation decides to implement a
seccnd mortgage program lot home improvement:

1) up to $20 million in any excess, whichever
IS greater, of the appropriation for the
sPeC|aI mortgage loan purchase program he
allocated for second mortgage loans tor home
improvement; and,

2i the second mortgage program for home improve
ment be implemented no later than

1982, o



AIL_AHEC Mortgpge Proggams

a) that AS |S. 56.098 fe) has been amended to authorize
AHFC to require “due on sale” clauses in new mortgages
that it acquires after July 1, 19S1. In the common™law
of some other states, such as California, judicial decis-
jons have held "due on sale™ clauses to be invalid and
unenforceable, The amendment to AS 18.56.098(e), by stat-
utory law, rejects this common law principle and provides
instead that such clauses by AHFC will be enforceable.

The action of modifying the common law in this wayis not
unlike that done to  the common law of contracts by the
adoption of the Uniform Commercial Code.

In the case of AHFC, the enforceability of "due on
sale"” clauses is an essentia] part of its taxable bond
program. This is because the mort?(a(%es to be made have a
term of 50 years, but the bond market today for taxabhle
30-year bonds has become virtually non-existent, even if
an extremely high rate of interest is paid on the bonds,

To issue honds in the annual volume that AHFC requires to
meet the demand for its mortga?es, and to do so at more
reasonable interest rates and thereby allow more mortgages
to be made with tlic subsidy monies apPropHated toit,

AilFC lias issued and will issue bonds ftor a shorter term- -
the maturities for its first taxable bond sale earlier

this month were for 15 and IS years. To pay the bonds

off with these shorter maturities, AHFC must rely on the
prepayment of the outstanding balances on its mort%ages
when ‘the houses boh|% financed by them are sold. f assump-
tions or "wrap arounds" are allowed so that these mortgages
would not be paid off until the end of their 30-year terms,
Alll-C would default on its repayment of its bonds.

lluis, the purpose of the "due on sale" clause for
new AHFC mortgages is 1 facilitate the taxable bond pro-
gram by allowring the subsidy funds to cover more,mort%age
as the result of the lower bond interest rates with shorter
bond matin itie - Hiis is a very different case from "due
on ale"™ ilouses that piivato lenders "eek to enforce, which
merely seek to ﬁrotect those lender* from the effects of
variations in theit cost of money during the term of the
mot t 'aj.es they make.



AHFC Rural Mortgages

‘a) that the corporation increase its outreach,
services, and provision of information about its pro-
grams in rural areas and small communities;

b) that the corporation meet demand for mortgage
loans in rural areas and small communities.

c) that the.corﬁpratmn make use of the provisions
of the bill allowing higher origination or servicing fees
whenever appropriate, including the provision that the
corporation pay all or part cf the higher cost of origina-
tions in rural areas, so that home purchasers in urban
and rural areas pay Similar percentage amounts for loan
origination,

a) that the Alaska Industrial Development Authority
make maximum use of the Federal guarantee programs in its
financings, including the Farm Home Administration, National
Marine Fisheries Service, and Small Business Administration
guarantees.

b) that the authority submit a report to the legis-
lature on the performance and results of its purchase of
federally guaranteed loans;

, ¢) that if a financing .is secured by the moral Ob|I.?a-
tion of the state or by the general assets of AIDA, and it the
borrower is subject to capital spending restrictions in order
to maintain tax-exempt status of that financing, AI1DA shall
require the borrower to provide annual certified audits to
the board, and a condition of those audits shall be to verify
compliance with the Internal Revenue Service capital spending
restrictions.

d) that the hoard and staff of AIDA or any other state'
agency d|ssem|nat|nq information about AJDA's programs bhe
cognizant of the following long-term legislative ‘ntent toward
AIDA:

AIDA was created to import low-cost capital into the
State, and to pass that low cost on to the business
communltK with the addition of modest administrative
and overhead costs.

It is the intent of the Legislature that the expense
to the State of the AIDA programs remain modest, and it
Is not the intent of the Legislature to subsidize taxable
loans down to tax-exempt rates nor to appropriate State
money, which would otherwise he eligible for investment
at taxable rates, directly to an AIDA loan fund to he len
at tax-exempt rates.



The Legislature specifically wishes to avoid building

into the AIDA program an expectation of low-interest

funds the same way that such an expectation has been

built into the AHFC program. It is important that the
business community recognire the possibility that the
issuance of tax-exempt industrial revenue bonds may be
halted ~and that if such an event occurs,
the Legislature will not act to continue, through subsidy,
the tax-exempt rate loan programs.

Nonconforming Housing Loans

a) the Department of Community and Regional Affairs
place the lowest priority on construction loans ?lntenm
financing.! other than building material loans;

b'J that the Department of Community and Regional Affairs
may originate loans In areas of the staté where in the opinion
of the Department financial institutions are not adequately
prowdmx{; extension of credit for housing, or not making a
good faith effort to do so.

Easiness Loans

a) that the Department of Commerce and Economic Develop-
ment process to completion beyond .July 1, 19S1, if necessary,
certain types of loans approve! prior to July 1, 1981, after
which date the authority of the deﬁartment to make such loans
Is repealed by sec. 71, ch. 106, SLA 1980.
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June 23, 1981

MEMORANDUM

T0:

FROM:

SUBJECT:

Honorable Arliss Sturgulewski, Chairman
Free Conference Committee on SB 148

Milt,Bark,erMBEiscaI Analyst
Legislative Finance Division

FCCS SB 148

The following are the major provisions of FCCS SB 148:

AHFC

31-Q1LH

Authorization for board meetings via electronic
media;

Authorization for second mortgages for either home
purchase or home acquisition:

a) interest rateis the same as first mortgages;

b) subsidized portion of the loan is equal to
l;&39|O,000 less any outstanding first mortgage
alance;

Authorization for AHFC to enforce "due on sale"
clauses on loans purchased after July 1, 1981;

The "Rogers ratchet™ interest rate for first and
second mortgages on the first $90,000 of a loan:

a) starts at 10% 9% for veterans;

b) gradually adjusts to 3% helow the corporation's
cost of funds;

¢) in no case is less than 10% or 9% unless

the
corporation's costof funds is less than 109

h;



~

8.
9.

Allocation of the State's $200 million allotment
of tax-exempt mortgage revenue bonds to AHFC which
may reallocate amounts to municipalities;

Authorization for higher loan origination and
service fees in rural areas (the corporation is
?uthgrlzed to pay a portion of the origination
ees);

o_—

Automatic extension of prior year bond authoriza-
tion in the absence of legislative action;

Requirement for a summary of loan efforts in rural
communities in the corporation's annual report;

Authorization of $592,000,000 in bonds.

Nonconforming Housing Loans

AIDA

1.

Authorization for Community & Regional Affairs to
originate nonconforming loans;

Authorization for construction loans other than
to builders and contractors or for a person's
own labor;

No more than 20% of nonconforming loans allowed
in urban areas;

Interest rates equal to the "Rogers" ratchet (in
effect, no subsidy on amounts greater than $90,000);

Authorization for higher loan origination and
service fees in rural areas (the department is
authorized to pay a portion of the origination fees) ;

Authorization for meetings of the authority via
electronic media;

Loan application fees prohibited and loan commit-
ment fees limited to two percent of the loan amount
for small enterprise loan account purchases of loans;

Extension of prior year bond authorization in the
absence of legislative action;

Limitation on the use of the moral obligation of
the State to:
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a) loans for projects less than $10,000,000;

b) loans for 8rojects_between $1,000,000 and
$10,000,000 only with bank participation of
20% or more;

5. Maximum amount on loans purchased by the Enterprise
Development Fund is the lesser of:

a) $10,000,000; or

b) $500,000 in the case of federally insured loans
to small enterprises;

¢) the cost of the project; or
d) 75% of the appraised value of the project;

5. Loans purchased by the Enterprise Development Fund
from cash flow or assets of the authority other than
bend proceeds must be:

a) new federally insured loans to small enter-
prises; or

b) leans that will eventually be funded from bond
proceeds;

7. Loans purchased by the Enterprise Development Fund must
have at least 10% bank participation;

8. The interest rate on loans purchased ny the Enter-
prise Development Fund is:
a) for pro{ects eligible for tax-exempt financing:
the cost of tax-exempt bond funds;

b) for projects not eligible for tax-exempt financing:

1) the cost of taxable bond funds if the
authority issues taxable bonds;

2) the rate on Aa corporate bonds if the
authority does not issue taxahle bonds;

9. Loans purchased by the Enterprise Development Fund
from other than bond proceeds may not he made to
businesses with gross income over $10,000,000;

there is no income limit for loans purchased from bond
proceeds;

10. The federally insured portion of new working capital,
inventory, accounts receivable and refinancing loans



wm . .
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up to $300,000 made to small enterprises may bhe
purchased from other than tax-exempt bond proceeds;

11. Authorization of $400,000,000 in bonds.

MBB:pw
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June 24, 1981

MEMORANDUM

T0: Honorable Arliss Sturgulewski, Chairman
’ Free Conference Committee on SB 148
FROM: Milt Barker, Fiscal Analyst

Legislative Finance Division
SUBJECT: FCCS SB 148

The following are the major provisions of FCCS SB 148:

AHFC

1. Authorization for board meetings via electronic
media;

2. Authorization for second mortgages for either home
purchase or home acquisition:

a) interest rate is the same as first mortgages;

b) subsidized portion of the Joan is equal to
I?QP'OOO less any outstanding first mortgage
alance;

D

3. Authorization for AHFC to enforce "due on sale"
clauses on loans purchased after July 1, 1981;

rate for first and
$90,000 of a loan:

a) starts at 10% 9% for veterans;

4, The "Rogers ratchet™ interest
second mortgages on the first

b) gradually adjusts to 3% below the corporation's
cost of Tfunds;

¢) in no case is less than 10% or 9% unless the
corporation's cost of funds is less than 10%;



Allocation of the State's $200 million allotment
of tax-exempt mortgage revenue honds to AHFC which
may reallocate amounts to municipalities;

Authorization for higher loan origination and
service fees in rural areas (the corporation is
?uth§r|zed to pay a portion of the origination
ees);

Automatic extension of prior year bond authoriza-
tion in the absence of legislative action;

Requirement for a summary of loan efforts in rural
communities in the corporation's annual report;

Nonconforming Housing Loans

AIDA

1

Authorization for Community & Regional Affairs to
originate nonconforming loans;

Authorization for construction loans other than
to builders and contractors or for a person's
own labor;

No more than 20% of nonconformi; | loans allowed
in urban areas,; ,
Interest rates equal to the "Rogers" ratchet ém
effect, no subsidy on amounts greater than $90,000);

Authorization for hi%her loan origination and
service fees in rural areas (the department is
authorized to pay a portion of the origination fees);

Authorization for meetings of the authority via
electronic media; |,

Loan application fees prohibited and loan commit-
ment fees limited to two percent of the loan amount
for small enterprise loan account purchases of loans;

Extension of prior year bond authorization in the
absence of legislative action;

Limitation on the use of the moral obligation of
the State to:
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a) loans for projects less than $10,000,000;

b) loans for §rojects between $1,000,000 and
$10,000,000 only with bank participation of
20% or more;

5. Maximum amount on loans purchased by the Enterprise
Development Fund is the lesser of:

a) $10,000,000; or

b) $500,000 in the case of federally insured loans
to small enterprises;

c) the cost of the project; or
d) 75% of the appraised value of the project

6. Loans purchased by the Enter?rise Development Fund
from cash flow or assets of the authority other than
bond proceeds must be:

a) new federally insured loans to small enter-
prises; or

b) loans that will eventually be funded from bond
proceeds;

7. Loans purchased by the Enterprise Development Fund must
have at least 10% bank participation;

©

The interest rate on loans purchased by the Enter-
prise Development Fund is:

a) fo* prolects eligible for tax-exempt financing:
the cost of tax-exempt bond funds;

b) for projects not eligible for tax-exempt financing:

1) the cost of'taxable bond funds if the
authority issues taxable bonds;

2) the rate on Aa corporate bonds if the
authority does not issue taxable bonds;

9. Loans purchased by the Enterprise Development Fund
from other than bond proceeds may not he made to
businesses with gross income over $10,000,000;
there is no income limit for loans purchased from bond
proceeds;

10. The federally insured portion of new working capital,
inventory, accounts receivable and refinancing loans
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up to $500

000 made to small enterprises may be

6/24/81

purchased from other than tax-exempt bond proceeds;

Authorization of $400,000,000 in bonds;
Authorization for the purchase of loans for

rental or cooperative multi-family dwellings of
eight or more units:

a

[ BEE e

)
)
)
d)

¢)

until June 30, 1982;
subject to appropriation;
with 10% bank participation;

at an interest rate of 1% above the "Rogers
rachet";

in an amount not to exceed the lesser of
$3,000,000 or $50,000 per unit.
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CONFERENCE COMMITTEE REPORT

SB 666
May 27, 1982

Mr. lIresidenc:
Mr. Speaker:
The Conference C m| ttee with limited powers of free conference
?nm ering S E BILL 0 666 l\mmln loan fund (AS 27.09"

5 an SE CS FOR SENATE BILL NO. 666 (KIN] ‘am H
certaln state Ian programs; eff date) recommends’ that:

CONFERENCE CS FOR SENATE BILL NO. 666
écertaln state loan and grant programs e ff
atte) with a !.etter of Intent "and fiscal
note

be adopted.

The report was 5|,8Ined by Senators Sturgulewski and Mulcahy,
Re resentatlves eekin ; (Chairman) and Halford.  Senator

%/ hairman) and Representatwe Malone ~signed “no
reco mendat|on

If.eltlter of Intent on CONFERENCE CS FOR SENATE BILL NO. 666
ollows:

"The Legislature intends that;

", The authority conferred upon the Alaska Industrial DeveIoF
ment. Authority  (AIDA) " to art|C|é)ate in. multifaml
housm% projects Is to 'be used to facilitate the fmancmé
f such projects, generally by bridging the likely gap
between the “debt sérvice on tax-exempt “bonds to flnan e
them and the rental income ava||able from th% prOJects
to meet that debt servn:e This g ridged
reducmg the amount of bond-proceeds fmancmg by makma
3?econ loan fromf AIDA W|t|h tedmporanlytreduced or
eferred paymen rincipal and interés 2
may also %y d bg thepmakmg of loan in whqg
AIDA advances funds a§ needed to meet the difference
betwe«fn debt service for a bond proceeds loan and the

reptal income available rom rorOJect t0 meet that
debt service; as advance e fu s would become the
principal of a lpan |A which could bo repard >
start being repaid afer the bond-proceeds loan (or a
refinancing loan thereof) Is paid off. ~Other ways to
shift the “timing for the payment of debt service from
project rentals "may also be émployed, as appropriate, in
order to .make the financing of a project feasible,

However, in ng such arrangement is it Intendd that
AIDAa funds from its enferprise development fund he
consumed to provide a subsidy over the life of the loan.



16M1 SENATE JOURNAL lum* 1. I*ha
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AldA i« lu use its uut'iorlt.y tn own nulltlfumlly housimy
projeclK only when necessary to protect AIPA's” security
imerest in "2 Em]ect, and” not to become a partner  ar

oo-venturer with ~a developer t; mulrifamily hnnsinj;

#]rOJects. Nothlneg in this net #]I’Oh,IP,ItS Al HA from .su(P,pIe-
menting Its Interést return to muLcit.ira.ly housing project
investments with share.) app-eciatlon mortgages “on térms
comparable to those ‘us* = in the private financial

community.
The easing of  the restrictions on, the use of the capita
r. serve fgng In multifamily bond issues is to be reg réed

as an exception on|1y,to, accommodate raoltifamily” real
estate horrowings. This is not a change in general policy
toward the use of capital reserve funds and the correspond-
jng séate moral-obligation pledge,. and the legisla
Intends that there still he 'a participation by “both
a
d

)

mulritamlly housing project owner and the grigin
bank whenever the “state's moral obligation is Tple
however, the authority may purchase  100* of "Fed
Housing Administration” guaranteed loans.

AlbA is to cooperate with any Alaskan municipality which
has sponsored = Its own oultifamily housing projects
financing program,

Loans made under AS 16.10.110(a)(1)(B) .and AS 16.10.310-
(a}(l)(C) are intended to he made to individuals who do
rtlﬁemhave alternative sources of financing available to

It is the Intent of the legislature that, iin the event of
p.1.sag*" by Che U/th Congress of a bill which would provide
tor 1 program Qi mortga e interest reduction payments,
AHFC enter into a%e ents as appropriate with the

Government National Mortgage Association, the Federal
National Mortgage Association and the Federal Home Loan
Mortgage Corporation to effectuate the program In Alaska,
The uraendnonr to AS 18.}6.098(g)(?) In Section 20 of the
bi?l [nincluded to In}sure t(hga)t( )11 AHFC Issues hoe.ls
comprised solely of mortgage loans fer triplex and four-
plcx residences, that Issue would not affect rhe operation
of the Interest rate ratchet

AlIFC investigate the po,ss_ibilial of hiving the Federal
National Mortgage Association (PIMA) or_similar agencies
purchase mortgages financed tv AlFC. The Investigation
should Inclyde “analysts of the financial, legal, .and
admlnlstrathve a van{a es and disadvantage*! that = might
accrue hy the sale of, ort,?ages 0r mortgage securities to
¢+ r through FNMA o1 slislll it agencies, The results of the
Invi-stlgat lon ire to be provide*! to the Legislative Budget
and Audit Committee and rhe  Mouse and “Senate Special
Committees on Hanking hy Sepleihet til. 19M2,
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Senior Rodey anved end anked iiiiini.wiii .cinoit the: <
Letter of Intent bo .idop'o,!, Without Pit. Lion, rhe or
of Intent was adopted.

Fiscal note appears In Senate Supplement Nn. v to today's
journal.

Senator RoJoy moved that tile Senate wu.lepr Lite Conference
Committee report.

The question being: "Shall CONFERENCE CS FOR SENATE MI.I. NO.
666 (relating Co certain state loan and grant programs) pass
the Senate?" The roll was taken with the following -esult:

CCS SB 666

Yeas: 18 Anderson, Bennett, Collctta,
Dankworth, Eliason, Fahrenkamp.
Ferguson, Fischer, Oilman, Kelly,
Kerrtula, Mulcahy, Parr, Rnv, Rodey,
Sackett, Stinson, Sturgulewski

Nays: 0

Excused: 1 Ziegler

Absent: 1 Bradlev

and no. CONFERENCE CS FOR SENATE BI111. NO. 666 passed ill.
Senate with a (.otter cf Intent,

Senator Kudey moved and naked unanimous consent that the roll
call on tbr p.usage of the above bill be considered the roll
call on tbe effective date clause. Without objection, it was
so ordered.

CONFERENCE CS FOR SENATE HIU. NO. 666 wa« referred to the
Secretary for engrossment and enrollment.

B .

Confervoce Conoltfee repot! .in CS FOR llOnF Mil! No. UN

(SA) am (relating to the idtclul review of administrative
reg‘ll aliens | and SENATE CS FOR CS FOR MOUSE BI'l. SO. 339
iJUt) (relating to adoption of administrative ' il itlousl

was distribute’ to each Senator today a’ 10 JO a. ,
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'tCSsh o' lKin) a. I
Represent it lve 'Liltoi'll moved that  the House approve  the

Conference Committee RePort on HCSSIi 66b (Kin; am i (certain
state _loan programs, eff. date) arid SB t>6G (titiling loap fund
AS 2,7.092; e ff. date{}, thus adopting CC%SB 666 (Telating to
certain state loan and grant programs, off. dule).

The question oetng  "Shall Che House approve the Conference
Committee Report “on HCSSB 666 (Kin) am H and SB 660, thus
adopt{qg CCSSB 666V" The roll was taken with the following
rmsui

Yeas 28 Abuod, Anderson. Barpes, Bejrne.
Bctudswort%, %rown Buch,hoF(Jc,
Bylsna, Chuckwuk, Clocksin, Cuddy,
Duncan, Kamiieg, Krceraan, fuller,
Crussendorf, Halford, HauPen, HaP/es,
Murlbcrt, Meekins, Metcalfe, Milfer,
MontP,omery Moss, O'Connell.
Philfips, “Randoiph

Nays 9 Adams, Carney, Cottep, Gardiner,

y Martlsn, Roge¥s, SmHR, Sutcqufe,

Vaska

Excused: | Zharuff

Absent 2 Cato, Malone

And so, the House approved the Conference Committee Report,
thus adopting CCSSB 666.

Representative Halford moved and asked unanimous consent that
the roll call on adoption ot CCSSB 666 be considered the roll
call 'in the effective date clauses. There being no objection,
it was so ordered.

Representative Halford moved that the House adopt the hotter
of "Intent.  there Dbeing no objection, 1t was so ordered.

Representative Carney gave notice of reconsideration of ills
vote on tin adoption of CCSSB 666.

CCSSB 322

Representative Cotten brought up_ the reconsideration of his
vote on the adoption of “the Conference Committee RePort
ado tmg CCSSB Jz2 }makmg appropriations for varjous state
loan and grant programs, "amending a 1981 appropriation for

senior citizen housing, ell. date

The question being. "Shall the House a
Committee Report, “thus adoEtmg CCSSB. 3
albin 7" The roll wau taken ™ with the

opt the Conference
2. on reconsider.i-

d
2
following result;



2d HCS CSSB 42 (Kin) araJ
Date

Mr. President-
Mr. Sneaker:

The Conference Comnittee considering CS FOR SENATE BILL

MO 42 (C&RA) AH (relating to the village safe water program;
eff. date) and 2d HOUSE CS FOR CS FOR SENATE BILL NO. 42

(FIN) AH H (providing for che issuance of general obligation
bonds in the amount of $95,615,000 for Che purpose of paying

che cosc of wacer, sewer, and solid waste facilities con-
struction; eff date) recommends that Conference CS for SB 42
entitled "An Act providing for the issuance of general obligation
bonds in the amount of 5102,027,000 for the purpose of paying the
cost of water, sewer, and solid waste facilities construction:
and providing for an effective date”™ be adopted.

/h

Senaco'r Bennett, Chairman Rea. MeeKihs
Senacor”eufiufon™

Senator ft\y - Rep. Rogers

IICS SB 666 (Fin) am II

Dace  t/ij/Aii

Mr. Prealdcnt:
Mr. Speaker:

The Conference Coomi tree with United powers of free conference
considering SENATE BILL NO. 666 (mining loan fund (AS 27.09);
eff. dace) and HOUSE CS FOR SENATE BILL MO .666 (KIN) mV i
(certain state loan proprams; eff. date) recorrmeVpfs {that
Conference Committee Substitute for Senate BUI NO. 666, "An
Act relating to certain state loan and grant programs; and
providing for an effective date" with a letter of intent

sndand a flocal note
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HCS SB 666 (Kin) am H

be adopted.

P kay- . 0.

Senator Hodey/J Cliai'Trmanm—,

e-.enator Sturgulewski

HCS S3 876 (Fin)

Date May 27, 1982

Mr. President:
Mr. Speaker:

The Conference Conmittee considering SENATE BILL NO. 876
(Special appropriations and appropriation transfers to the
Department of Law for implementation of a settlement agreement;
eff date) ana HOUSE CS FOR SENATE BILL NO. 876 (Fin) (general
obligation bonds for $77* 380,000 for capital improvements for

University of Alaska education facilities; eff dace) recommends
that Conference CS for SD No. 876 entitled

"An Act providing for the issuance of general obligation bonds
in tho amount of 579,000,000 for the purpose of paying the
coat of capital improvements for University of Alaska education
facilities; and providing for an effective date” be adopted.

/1] >y oy
Tlepresentative Meek.ills. Chairman
5onator DanEwortIT itiyp'feiientnt i VC~ rOLL o/
L«

- L] . N :
; ufnr Representative.' Rogers






AGENDA UJdect: H'-OOptY\,
17/ut 3 ;30
Conference Cormittee | A A QQMm
House CS for Senate Bill No. 666 (Finance) Am H " -

Wednesday, April 28, 1982

I. Alaska Industrial Development Authority: (To be continued on Friday)

AO) Shall the language in Section 41 of the bill relating to
mil ti-family housing be modified?

41) Shall AS 44.88 relating to delinquency provisions be modified?
Il. Proposed Amendments Pending:
1

Amendment #2: relating to the Agricultural Loan Act

Amendment #3: relating to the Alternative Technology and Energy
Revolving Loan Fund

Amendment #4  relating to senior citizens housing
Amendment #5  relating to repealers
Amendment #7  relating to AS 18.55.997

Amendment #8  relating to AS 18.56.170

I11. Other Proposed Amendments:
5) Shall existing language in AS 16.10.310-360 be modified:
6) Shall foreclosure procedures for loans made under AS 16.10 be modified?

8) Shall the Division of Housing Assistance be allowed broader use
of the appropriation to the senior citizens housing fund?

28) Shall the language in Sections 31-35 of the bill relating to the
transfer of rural programs from AHFC be modified?

29) Shall the language in Section 39 of the bill relating to
owner-occupied housing be modified?

30) S”all the language in Section 49 of the bill relating to effective
dates be modified?

31) Shall language be added to AS 44.47 to allow Regional Native Housing
Authorities to perform the loan function for rural housing in places where

the Division of Housing Assistance has no offices?



32 Shall language be added to the bill relating to the Alaska
Municipal Bond Bank Authority?

45) Shall language be added to the bill relating to the establishment
of an Alaska Resources Corporation in place of the AKRC?

51) Shall intent language be adopted to allow the Division of Loans
to use a portion of their funds for an outreach program for the fishing
_loan programs?

M 52) Shall language be added to the bill relating to the loan repayment
provisions under AS 44.81.2107

53) Shall language be added to the bill relating to the Title Loss
Reserve Account under AS 44.47.420?

F For Friday, April 30th:

£ IV. Alaska Housing Finance Corporation:

) Shall the subsidy rates for tri-plexes and four-plexes under
AHFC be modified?

48) Shall the AHFC 'hterest rate language be modified?



Senate

Of]ice of tob Presicernt Pouch v
State Capitol
Official Business Juneau, Alaska 99311
MEMORANDUM

To: Senator Rodey
Senator Mulcahy
Representative Halford
From: Jay Kerttula, SenatePresident
Date: April 17, 1982 .
Subject: House CS for SB 666(Finance)  am H

You have asked for my comments on the latest version of
SB 666, now in conference.

* Section 1 should be amended to provide:
"To he eligible for a land clearing Ioan
the land must be classified as Class 3 or
better by the Soil Conservation Service.'

* Section 3 of the bill should be eliminated. This production
loan fund should not be used for processing loans. CFAB
exists for this purpose.

* Section 5 should be amended as follows:
"(9) A loan for cIear|n% land may net
(1) exceed $250,000 ($400, 000)
(@ bear interest that iIs less zhan
(exceeds) eight percent; cr
@ have a term iIn excess of 2\ (30)
years."

First of all, £250,000 should be sufficient for these loans.
Second, eight percent is very cheap money these days. These
programs are ir. danger of being wiped out i: they become a

pure subsidy. Third, 20 years is a. adequate verm for land
eclearing repayment.

* Section 6 should be eliminated. $25,000 is high enough for
a loan to be made without board approval; anything higher
deserves board consideration.

Thank you for ycur consideration cf these corcrms.



SENATOR SENATE MAJORITY LEADER

PATRICK M. RODEY CHATRMAN
3271 MONTCLAIRE COURT SENATE."US ICIARY COMMITTEE
ANCHORAGE, AK 99503 CHATRMAN

SENATE SPECIAL COMMITTEE

ON BANKING
A laska State Leoislatcbe

POUCH V
JUNEAU, ALASKA 99811

(907) 465-3717

MEMORANDUM

TO Members of the ;ee on HCS SB 666 (Fin) atE

FROM Senator Patr"ick Ro<

RE Schedule erence conmittee meetings

DATE: April 16, 1982 Vy.;

Please be advised there has been a schedule change inlthe conference
conmittee meetings during next week (April 19 - 22nd) .-Meetings will be
held in Senate Finance Conmittee Room,
5:00 p.m. Monday, April 19th Division of Business Lons
Historical District
Mining
Child Care
Alternative Technology
Residential Energy
Comrercial Fishing
Agriculture

3:30 p.m. Tuesday,April 20th Division of Housing Assistance
Municinal Bond Bank

A:00 p.m. Wednesday, April 21st Alaska Housing Finance Corporation

3:30 p.m. Thursday.-April 22nd Alaska Industrial Develrrrant Authority

cc Senator Sturgulewski
Senator Mulcahy
Representative Meekins
Representative Halford
Representative Malone
Senate Secretary
House Chief Clerk



SENATOR SENATE MAJORITY LEADER
PATRICK M. RODEY CHAIRMA . N

3271 MONTCLAIRE COURT y B SENATE JUDICIARY COMMITTEE
ANCHORAGE, AK 99503 CHATRMAN

SENATE SPECIAL COMMITTEE

ON BANKING
A laska State Leoislatuhe

pouch V
JUNEAU. ALASKA 99611

(907) 465-3717

MEMORANDUM

TO Members of ee on HCS SB 666 (Fin) am H

FROM Senator Pa

RE Schedule (] conmittee meetings

DATE: April 16, 1982

Please be advised there has been a schedule change in the conference
conmittee meetings during next week (April 19 - 22nd). Meetings will be
held in Senate Finance Committee Room.
5:00 p.m. Monday, April 19th Division of Business Loans
Historical District
Mining
Child Care
Alternative Technology
Residential Energy
Coimiercial Fishing
Agriculture

3:30 p.m. Tuesday,April 20th Division of Housing Assistance
Municipal Bond Bank

A:00 p.m. Wednesday, April 21st Alaska Housing Finance Corporation

3:30 p.m. Thursday,April 22nd Alaska Industrial Development Authority

cc Senator Sturgulewski
Senator Mulcahy
Representative Meekins
Representative Halford
Representative Malone
Senate Secretary
House Chief Cleric



* Sec. 15. AS 18.55.997 is amended to read:

Sec. 18.55.997. RESIDENTIAL LOANS. (a) In addition to the
powers authorized to a regional housing authority under AS
18.55.996, a regional housing authority may, 1in accordance with
procedures and policies adopted and approved by the division of
housing assistance in the Department of Community and Regional
A ftilrs, (BOARD "OR DIRECTION OF THE ALASKA TIOU'SIN'G' FINANCE------
CORPORATION), make loans for the purchase or development of
residential housing in rural areas of the state except where the
division has a loan office. A loan shall be secured by
collateral 1in an amount acceptable to the division of housing
assistance in the Department of Community and Regional Affairs
(BOARD OF DIRECTORS OF THE ALASKA HOUSING FINANCE CORPORATION).
The rate of interest on a loan authorized by this section may not
exceed ten and one-half percent for an owner-occupied
single-family or duplex residence (AN INTEREST RATE APPROVED BY
THE BOARD OF DIRECTORS OF THE ALASKA HOUSING FINANCE
CORPORATION).

(b) in this section,

(1) "development”™ means the construction of a new
residence or the repair, remodeling, rehabilitation or expansion
of an existing home;

) "rural™ means

(A) a (ANY) community 1in the second, third or
fourth judicial district of the state with a population of A,500
or less that 1is not connected by road or rail to Anchorage or
Fairbanks; or

(B) a community in the first judicial district of
the state with a population of 4,500 or aess.

* Sec. AS LA.A7 .410 is amended to read:

Sec. 44.47.410. INTEREST ON LOANS. The rate on a mortgage
loan originated or purchased in whole or in part under AS
44 .47 _.380 1is ten and one-half percent (EQUAL TO THE INTEREST
RATE, AS DETERMINED UNDER AS 18 .56 .098 (g) (1) -(4), ON A MORTGAGE
LOAN PURCHASED UNDER AS 18.56.098(g) FROM THE PROCEEDS OF THE
MOST RECENT APPLICABLE ISSUE OF TAXABLE BONDS BEFORE THE
ORIGINATION OR PURCHASE OF THE MORTGAGE LOAN ORIGINATED OR
PURCHASED UNDER AS 44.47.380).



Alternative Technology and Energy Revolving Loan Fund lP ZEa
_l .

Proposed amendments by Senator Rodey:

Delete the following:

AS 45.88.010. Fund established [TERMINATES JUNE 30, 1984].

Section 43 of the bill: repeal and re-enact to read:

() The rate of interest equals the percentage of the average
weekly yield of municipal bonds for the 12 months preceding the loan,
as determined by the commissioner of commerce and economic development
from municipal bond yield rates as reported in the 30-year revenue
index of the Weekly Bond Buyer.

Delete Section 44

Amend Section 45 to read:
(3) does not include

(A) a coal or multi-fuel heating stove; or
(B) a fireplace.

Include intent language to state: "It is the intent of the Conference
Committee on SB 666 that no more than 65 percent of the appropriation
to the Alternative Technology and Energy Revolving Loan Fund be used
to make loans for wood stoves."
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Original sponsors: Fahrenkamp, Bennett Offered: 4/1/82

and Parr Referred: Rules

IN THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR SENATE BILL NO. 666 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to certain state loan programs; and

BE

providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 03.10.020(1) 1is amended to read:

(€D) make loans to individual resident farmers, homesteaders,
and partnerships or corporations composed of farmers and homesteaders,
for clearing land for agricultural purposes, development of farms, stor-
age and processing of farm produce, livestock and machinery and to indi-
viduals, partnerships or corporations, for storage and pi .r-sing plants
for agricultural products;

Sec. 2. AS 03.10.030(a) 1is repealed and reenacted to read:
2 A farm development, chattel, or irrigation loan made under
this chapter

(1) may not exceed a term of 30 years;

&) may not, when added to the outstanding balancu of other
loans made under this chapter, exceed a total outstanding balance of
$1,000,000;

(©)) shall be secured hy a real estate or chattel mortgage of
any priority, except that the portionof d loan that exceeds $500,000,
when added to prior indebtedness that is secured by tho same property,
must be secured by afirst mortgagei

(@) shall bear interest nta rate that may not bo less than
eight percent or more than the commercial rate, unless the commercial
rate is eight percent or less; iIn this paragraph "commercial rate" nx»ana
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the prevailing rate of interest at private lending institutions in the
state for loans similar to those vreferred to iIn this subsection.
Sec. 3. AS 03.10.030(c> 1is amended to read:

(©) A short term loan, to be amortized within one year, not to
exceed $200,000 to any one borrower may be made for operating purposesx
except that short term loans made under this subsection for farm product
processing may be made for $500,000 or less.

Sec. 4. AS 03.10.030(e) 1is amended to read:

(e) An Installment payment is delinquent unless 1t is mailed
the borrower on or before the 30th (15TH) day after the date specified
for payment in the loan agreement or unless It la received by the depart*
ment on or before the 30th [15TIIJday after the date specified for
payment in the loan agreement, if an installment payment la tiellpnquent,
the director may [SHALL] assess a delinquency penalty. The delinquency
penalty shall bo an amount equal to seven percent of the tielinquent
payment, but the combined delinquency penalty and loan Interest may nor
exceed 15 percent.

Sec. 5. AS 03.10.030 Is amended hy adding new subsections to read:

(@ A loan for clearing land may not

(1) exceed $400,000]
(2) bear Intorest that exceeds eight percent: or
(3) have a term In excess of 30 years.

h) The commissioner shall adopt regulation# to eatnbllsh other
tcrma for loan# made under this chapter, consistent with the provisions
of this section, and may establish Interest rates for loans under (a)(4)
of thla section that

(1) encourage agricultural developmenti

) do not subsidize nonvlallo agricultural vnterprlaeai and

(€)) do not difcriImlnate again**: existing agricultural enter-
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prises.
* Sec. 6. AS 03.10.050(a) 1is amended to rend:

(@) The commissioner shall administer the loan fund in conjunction
with the agricultural revolving lu~n fund hoard. No loan in excess of
$50,000 [$25,000] may he made hy thecommissioner without the approval
of d majority of the board.

* Sec. 7. AS 03.10.050 is amended by adding a new subsection to rend:

(2 A meeting of the agricultural revolving loan fund board to act
on applications Tfor loans is exempt from the public meeting requirements
of AS =4.62.310.

* Sec. d. AS 16.10.310 is repealed and reenacted to read:
Sec. 16.10.310. POWERS OF THE DEPARTMENT, (@) The department may
(1) make loans to
A) Individual commercial fishermen who have been state
residents for a continuous period of five years immediately preced-

ing the date of application for a loan under AS 16.10.300 - 16.10.-

3/0 and have had a crewmembur or commercial Ffishing license under

AS 16.05.480 or a permit under AS 16.43 for any one of the pant

five years, end who actively participated In the Tfishery during

that period, for the purchase of entry permitsi
(3) an Individual who has been a state reslde.it for a
contiguous period of Tfive years imardlately preceding the oatr of

appllcAtlon for a Jloan under AS 16.10.300 - 16.10.370, who (1)

because of lack of training or lack of employment opportunltlea In

the area of residence does not have occupational opportunities
available other ttun comes-retal ftshlngi or (11) la economically
dependent on commercial Ffishing for a livelihood and eoaarrclal
fishing has been a traditional way of life for him In Alaaka. for
the repair, roatoratlon or upgrading of valatlng vessels and gear,
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for the purchase of entry permits and gear, and for the construc-
tion and purchase of vesselsj

© corporations, partnerships, or joint ventures, 100
percent of which are owned by individual commercial fishermen who
have been state residents for a continuous period of Tfive years
immediately preceding the date of application for a Jloan under
AS 16.10.300 - 16.10.370 and have had a crewmember or commercial
fishing Ulicense under AS 16.0S.480 or a permit under AS 16.43 for
any one of the past five years, and who actively participated in
the fishery during that period, for the repair, restoration or
upgrading of existing vessels and geor, for the purchase of gear,
and for the construction and puichase of vessels i

@) designate agents nnd delegate its powers to them as
necessaryi

(€)) adopt regulations necessary to carry out its Tfunctions;

(4) establish amortization plans for repayment of loanB,
which may Include extensions Tfor poor Tfishing seasons;

5) enter into agreements with prilxatc lending institutions,
other state agencies, or agencies of the federal government, to carry
out the purposes of AS 16.10.300 - 16.10.370;

(6) enter into agreements wit”’ ther agencies or organiza-
tions to create an outreach program tc make loans under AS 16.10.300 -
16.10.370 in rural areas of the state.

(b) The department shall consult with the Department of Floh and
(lame on regulations and procedures established under this chapter.
Sec. V AS 16.10.320(a) 1is repealed and reunucfed to read;

(a) A loan undor AS 16.10.310 - 16.10.370

(1) made Co
(A) an individual described in AS 16.10.310(a)(1)(A) may
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not exceed $300,000;

3 an individual, corporation, partnership, or
venture described in AS 16.10.310(a)(1)(B) or (C) may not exceed
$100,000;

(2) may not exceed a term of 15 years;

(©)) may not bear interest exceeding 10 and one-half percent;

) may be secured by a first priority lien and appropriate
security agreement; and

o) may not exceed 75 percent of the appraised value of the
collateral used to secure the Iloan, except that a loan granted under
AS 16.10.333 for the purchase of an Alaska limited entry permit may not
exceed an amount determined in accordance with () or (h) of this
section.
Sec. 10. AS 16.10.320(d) is amended to read:

@ A loan may not be made to a borrower under AS 16.10.300 -
16.10.370 if it would result In an outstanding debt of the borrower to
the commercial fishing revolving Jloan Tfund 1in excess of $300,000
[$500,000, EXCLUDING OUTSTANDING DEBT INCURRED UNDER (c) OF THIS SECTION
A BORROWER UNDER AS 16.10.300 - 16.10.370 MAY USE UP TO 49 PERCENT OF
THE AMOUNT BORROWED TO REFINANCE ANY OUTSTANDING LOANS OF TIL BORROWER
REGARDLESS OF THE SOURCE OF THE LOANS, |IF THE OUTSTANDING LOANS WERE
MADE FOR ANY OF THE PURPOSES DESCRIBED IN AS 16.10.310]. A loan to an
nPFOciate of the borrower 1is considered to be u loan to the borrower.
For the purposes of this section, "associate of the borrower"™ means

(1) a corporation or other organization of which the borrower
is an officer, director or partner, or is, directly or indirectly, the

beneficial owner of 10 percent or more of any cluss of equity securi-

ties ;
@) n person who is, directly or indirectly, the beneficial
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owner of 10 percent or more of any class of equity securities of the
borrower j

(©)) a trust or other estate in which the borrower has
substantial beneficial interest or as to which the borrower serves as
trustee or in a similar fiduciary capacity.
Sec. 11. AS 16.20.320(e) 1is amended to read:

(e) Two or more individual commercial fishermen who each satisfy
the requirements specified in AS 16.10.310(a)(1)(B) [AS 16.10.310(a)(1)-
(A)] may jointly obtain a commercial Tfishing loan for the construction
of a T"shing vessel or the purchase of an existing Tfishing vessel.
Loans granted under this subsection

(¢D) may not exceed the amount specified in (@)(1) of this
section multiplied by the number of qualified commercial fishermen
applying for the loan;

(2) may not exceed a term of 15 years;

(3 shall be secured by a Tfirst priority lien and appropriate
security agreement;

(4) may not bear interest exceeding 1) [NINE] and one-half
percent; and

o) may not exceed 75 percent of the appraised value of the
collateral used to secure the loan.

Sec. 12. AS 16.10.320(Ff) 1is amended to read:

(@) Except as permitted in (h) of this section a [A] Iloan granted
under AS 16.10.333(a) for the purchase of an Alaska limited entry permit
may not exceed 90 percent of the appraised value of the collateral used
to secure the loan.

Sec. 13. AS 16.10.320 is amended by adding a new subsection to read:

) A loan under AS 16.10.333(a) may be made for up to 100 percent

of the appraised value of the collateral uBed to secure the loan if the
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15

16

17

18

19

23

24

25

26

27

29

borrower demonstrates that he has at least three years of experience as
a commercial TfTisherman in the fishery to which the entry permit applies;
as used i1n this paragraph, "three years of experience as a commercial
fisherman in the Tfishery"™ means that for an accumulated total of three
fishing seasons in the same fishery the person has actively participated
in the commercial harvest of fish under the direction of a limited entry
permit holder.

Sec. 14. AS 16.10 1is amended by adding a new section to read:

Sec. 16.10.325. GUARANTORS. A person may act as guarantor if the
borrower has insufficient collateral to secure a loan for the purposes
described in AS 16.10.310(a)(1)(B). The loan agreement shall specific-
ally describe the property of the guarantor to be used as collateral by
the borrower and shall be signed by the guarantor and the borrower. The
department shall provide the guarantor with a copy of all notices sent
to the borrower by the department. If the loan is for the purchase of
an entry permit, the guaranty by the guarantor may not constitute a
lien, mortgage, or encumbrance on or pledge of the entry permit.

Sec. 15. AS 18.55.997 is amended to read:

Sec. 18.55.997. RESIDENTIAL LOANS. @) In addition to the powers
authorized to a regional housing authority under AS 18.55.996, a regional
housing authority may, in accordance with procedures and policies ndopte<
and approved by the division of housing assistance in the Department of
Community and Regional Affairs [BOARD OF DIRECTORS OF THE ALASKA HOUSING
FINANCE CORPORATION], make 1loans for the purchase or development of resi-
dential housing in rural areas of che state. A loan shall be secured by
collateral in an amount acceptable to the division of housing assistance
in the Department of Community and Regional Affairs [BOARD OF DIRECTORS

OF THE ALASKA HOUSING FINANCE CORPORATION]. The rate of interest on a

loan authorized by this section may not exceed the interest rate on a
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loan originated or purchased under AS 44.47.360 - 44.47.560 [AN INTEREST

RATE APPROVED BY THE BOARD OF DIRECTORS OF THE ALASKA HOUSING FINANCE

CORPORATION].
(b) In this section,
(¢D) "development™ means the construction of a new residence

or the repair, remodeling, rehabilitation or expansion of an existing

home ;
@) “"rural" means
(A) a [ANY] community 1in the second, third, or Tfourth
judicial district of the state with a population of 4,500 or less
that is not connected by road or rail to Anchorage or Fairbanks; or
(B) a community in the TFfIlrBt judlclal district of the
state with a population of 4,500 or less.
* Sec. 16. AS 18.56.040 1is amended by adding a new subsection to read:

(d) Public notice of 24 hours or more shall be given before
meeting of the board at which the issuance of corporation bonds is
authorized.

Sec. 17. AS 18.56 1is amended by adding a new section to read:

Sec. 18.56.084. INTERNATIONAL BORROWING. For tho purpose of
obtaining access to international capital markets to borrow money for
the special mortgage loan purchase program (AS 18.56.098), as an addition
to the powers of the corporation under AS 18.56.090, the corporation may
(1) establish or cause to be established, subsidiary corporations in-
corporated 1in the state or in another state, or under the laws of a
foreign jurisdiction; (2) invest in corporations established under this
section; (3) issue bonds and borrow money for Investments 1In corpora-
tions established under this section; (4) borrow from corporations
established under this section; (5) guarantee the obligations of corpora-

tions established under this section; (6) enter Into agreements with
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17

71

23

74

7

76

791

corporations established under this section or with other personsj or

(7) do anything otherwise necessary to facilitate access to international

capital markets

the corporation as defined

Sec. 18. AS 18.56.098(F)(4)

)

“"residence"

dence, including a mobile home,

four-plex.

Sec. 19. AS 18.56.098(g)(2)

(@The

A guarantee under this section constitutes a bond of
in AS 18.56.210(13).

is amended to read:

means an owner-occupied, single-family resi-

or an owner-occupied duplex, triplex or

is amended to read:

interest rate on the Tfirst $90,000 of a mortgage loan

for a single-family or duplex residence, on the Tfirst $103,000 of a

mortgage loan for a triplex residence, and on the Tfirst $140,000 of a

mortgage loan for a four-plex residence purchased with the proceeds of a

second or subsequent

determined as Tfollows:

Q)]

issue of taxable bonds of the corporation shall be

If the cost of funds of an Issue of taxable bonds is

more than the cost of Tfunds of the preceding issue of taxable

bonds, the

interest

rate shall

be increased by an amount equal to

the difference between the cost of funds of the two bond Issues.

®)

Except as provided in (C) nnd (D) of this paragraph

and (3) of this subsection,

the

interest rate may not bo loss than

10 percent and may not be reduced.

©

If the difference between the coBt of funds of an

Issue of taxable bonds and the

mortgage

loan

would lie equal

mortgage

loans

interest rate established fora

purchased with the proceeds of tho previous Issue

to or less than three percent, the interest rate on

purchased with the proceeds of that taxable loud

issue and subsequent taxable bond Issues Is throe percent less than

the coat of funds of the taxable bond issue that Is used to purchase
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the mortgage loan.

D) The 1interest rate on a mortgage loan purchased with
the proceeds of a taxable bond issue may not be less than 10 percent
unless the cost of funds of the taxable bond issue is less than 10
percent, 1in which case the interest on a mortgage Jloan purchased
with the proceeds of a taxable bond issue is equal to the cost of
funds.

Sec. 20. AS 18.56.098(g)(3) is amended to read:

(©)) An interest rate determined under this subsection on the
first $90,000 of a mortgage loan that is not purchased from the proceeds
of bonds that are qualified veterans®™ mortgage bonds under the Mortgage
Subsidy Bond Tax Act of 1980 (26 U.S.C. 103(A)), as amended, shall be
reduced by one percentage point if the loan is made to an eligible
veteran under AS 18.56.101.
Sec. 21. AS 18.56.098(g)(6) is amended to read:

(6) The interest rate on the first $90,000 of n mortgage loan
for a single-family or duplex residence, on the first $105,000 of a
mortgage loan for a triplex residence nnd on the Tfirst $140,000 of a
mortgage Uloan for a four-plex residence purchased from the proceeds of
bondB that are exempt from taxation under the Mortgage Subsidy Bond Tax
Act of 1980 (26 U.S.C. 103(A)) 1is 10 percent or the cost of the funds,
whichever Is lesj. A higher or Ilower interest rate shall be established
on the entire loan amount If required under the Mortgage Subsidy Bond
Tax Act.
Sec. 22, AS 18.56.098 1is amended by adding new subsections to read:

(€D The Interest rate on the first $90,000 of u mortgage loan

purchased from the proceeds of bonds that constitute qualified veterans-®
mortgage bonds under the Mortgage Subsidy Bond Tax Act of 1980 (26
U.S.C. 103(A)) as amended, Is the greater of (1) four percent less thun
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the cost of funds or (2) the rate for other Iloans to veterans under
AS 18.56.098(g)(3).- A higher or Jlower interest rate shall be estab-
lished on the entire loan amount if required under the Mortgage Subsidy
Bond Tax Act of 1980.

() |If the money used to purchase a mortgage loan made to a veteran
under this section comes from an issue of bonds of the corporation
guaranteed by the state each bond must be 1issued as part of an issue
substantially all of the proceeds of which are used to provide resi-
dences for veterans, or be 1issued in such other manner that may be
necessary to insure that the bond 1ir. a "qualified veteran®"s mortgage
bond"™ under the Mortgage Subsidy Bond Tax Act of 1980 (26 U.S.C. 103(A)),
as amended.

3] The interest rate limitations of AS 45.45.010 do not apply Co
loans purchased under this section or to loans that the corporation has,
in any manner, committed itself to purchase.

Sec. 23. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.102. COMMITMENTS FOR THE PURCHASE OF MORTGAGE LOANS.
The corporation shall offer commitments for the purchuse of mortgage
loans at the interest rate prevailing for similar mortgage loans at the
time a commitment is made. The corporation shall charge a commitment fee
Cor an inltal 90-day commitment of one-half percent of the amount of the
mortgage loan for which the commitment is purchased. A commitment made
under this section may be extended for a second 90-day period Cor an
additional fee of one-half percent of the amount of the mortgage loan
and, at the option of the corporation, for further periods of one month
for an additional fee of one-3ixth percent of the amount of the mortgage

loan for each month the commitment is extended. A commitment made under

this section, including extensions, may not exceed one year.

* Sec. 24. AS 18.56.110(b) is amended to read:
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(b) The principal and interest on these bonds or notes, except
state guaranteed bonds, 1is payable from corporation funds, excluding
funds in the housing development fund. The principal and interest on
state guaranteed bonds is payable from corporation funds, excluding
funds in the housing development fund, and in accordance with the terms
of the state guaranty of principal and interest. Bond anticipation
notes may be payable from the proceeds of the sale of bonds or from the
proceeds of sale of other bond anticipation notes or, in the event bond
or bond anticipation note proceeds are not available, such notes may be
paid from other funds or assets of the corporation. Bonds or notes may
be additionally secured by a pledge of a grant or contribution from the
federal government, or a corporation, association, institution or person
or a pledge of money, 1income, or revenues of the corporation from any
source. Notes issued in anticipation of the sale of bonds that are to
be issued under this chapter and guaranteed as to principal and Interest
by the state are guaranteed as to principal and interest by the state
and secured by the full faith, credit and resources of the state.

Sec. 25. AS 18.56.110(d) 1is amended to read:

(d) Bonds or bondanticipation notes, except state guaranteed
bonds and bond anticipation notes, may be sold in the manner, on the
terms and at the price the corporation determines. State guaranteed
bonds nnd bond anticipation notes shall be sold at public sale by the
corporation in amounts and at times as may be approved hy the state
bond committee, on terms and at the price fixed under the notice of
sale .

Sec. 26. AS 27.09.010 1is amended by adding a new subsection to rend:

(b) The mining loan fund 1isa revolving fund consisting of ap-
propriations made to the fund by the legislature and repaymenta of
piincipal und interest on loons made from the fund. Money appropriated
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to or repaid into the fund does not lapse in accordance with AS 37.25.-
010.
Sec. 27. AS 29.48.110(a) is amended to read:

(a) In addition to existing municipal authority providing for the
preservation, protection, and maintenance of historic sites, the local
historical district commission established under AS 29.48.108, in con-
sultation with the Historic Sites Advisory Committee within the Depart-
ment of Natural Resources, may establish [A] historical districts
(DISTRICT] within the boundaries of the municipality.

Sec. 28. AS 44.33.255(c) is amended to read:

(c) The duration for repayment of a loan may not exceed 20 [10]
years.

Sec. 29. AS 44.47.370(3) is amended to read:

(3) purchase or participate in the purchase of nonconforming
and rural housing mortgage loans in accordance with AS 44.47.360 -
44.47.560}

Sec. 30. AS 44.47.370(4) is amended Co read;

(4) purchase or participate in the purchase of loans for
building materials for nonconforming and rural houning in accordance
with AS 44.47.360 - 44.47.560;
sec. 31. AS 44.47.380 is amended to read:

Sec. 44.47.380. [NONCONFORMING] HOUSING ASSISTANCH LOAN 1UND.
There 1S created in the Department of Community and Regional Affairs che
[NONCONFORMING] housing aaslstance loun fund consisting of money appro-
priated to it by the legislature. The director shall administer the
[NONCONFORMING] housing assistance loan fund In accordance with AS 44.-

47.360 - 44.47.560 and shall use the monoy in the (NONCONFOKMINC) housing

assistance loan fund to originate, purchase, or participate in the pur-
chase of
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(¢)) nonconforming and rural housing mortgage loans;

) loans made for building materials for nonconforming
and rural housing;

A) loans made for renovations or improvements to nonconform-
ing and rural housing;

(@) loan6 made for the construction of owner-occupied noncon-
forming and rural housing other than loans to builders or contractors or
loans that compensate an owner Tfor his labor or services in constructing
his own housing.

Sec. 32. A3 44.47.385(a) 1is amended to read:

) The director may make loans from the (NONCONFORMING] housing
assistance loan fund only Tfor nonconforming and rural housing loans to
qualified buyers for noncorforming and rural housing.

Sec. 33. AS 44.47.390 1is amended to read:

Sec. 44.47.390. LIMITATIONS ON USE OK (NONCONFORMING] HOUSING
ASSISTANCE LOAN FUND. The director may not use the money 1in the (NON-
CONFORMING] housing assistance loan fund to

(¢D) originate a direct loan or purchase or participate in
purchase of U nonconforming or rural housing mortgage loan that (WHICH)
exceeds the Jlimitations on mortgage louns purchased by the Federal
National Mortgage Association as to principal amount or Jloan-to-value
ratio;

(?) originate a direct loan or purchase or participate In the
purchase of a loan made for building materials, for nonconforming or rural
housing

A) that [WHICH | exceeds .545,000 or exceeds
©O) 80 percent of the appraised value of the work
completed on the nonconforming or_rural housing for which the
loan is made 1if the nonconforming or rural housing is pledged
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as collateral for the loan; or
(n 90 percent of the value of other property whicl
is pledged as security for the loan and which is satisfactory

to the director as collateral;

(B) unless the terras of the 1loan agreement require
inspections and certifications, as required by regulations of the
director, at the expense of the borrower; and

© unless the period of time allowed for repayment of
the loan is equal to or less than 15 years;

(©)) originate direct loans or purchase or participate in th
purchase of a nonconforming or rural housing mortgage loan that [WHICH]
is secured by real property the marketable title to which is shown in
accordance with AH 44.47.420(b)(2) if the total amount of outstanding
nonconforming and rural housing mortgage loans held by the division
exceeds 10 times the amount of money in the restricted title loss reserve
account (AS 44.47.430).

Sec. 34. AS 44.47.420(a) is amended to read:

) Before the director originates or purchases a nonconforming
or rural housing mortgage loan in whole or in part, the director may
require n borrower to show marketable title to real property offered us
security for the loan to be purchased.

Sec. 35. AS 44_.47_.430(b) 1is amended to read:

(b) The director may withdraw money from the restricted .t loss
reserve account 1in an amount equal to the loss to the division on a
nonconforming or rural housing mortgage loan originated or purchased in
whole or in part by the division if marketable title to the real propertj
used to secure the loan was shown in accordance with AS 44.47.420(b)(2).
Money withdrawn from the restricted title loss reserve account under
this section shall be deposited in the [NONCONFORMING] housing assistance
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Sec. 36. AS 44 .47 .440 is amended to read:

Sec. 44.47.440. FIRE INSURANCE. Before purchasing or participat-
ing in the purchase of a nonconforming or rural housing mortgage loan,
the director may require the borrower to agree to purchase and maintain
fire insurance for the real property for which cha loan is made in an
amount not 1less than the outstanding pr*nrip-il balance of the loan.
Sec. 37. AS 44_.47_.470 is amended to read:

Sec. 44.47.470. APPRAISALS. Before originating or purchasing or
participating In the purchase of a nonconforming or rural housing mort-
gage loan, the director may have or may require the borrower to have an
appraisal made of the fair market value of the real property, including
structures on the real property, for which the loan is made. In conduct
ing an appraisal under this section, the appraiser shall give TfTull value
to insulation and other features of construction in structures on the
real property which add to the energy efficiency of the structures.
Sec. 38. AS 44.47.510(b) 1is amended to read:

(b) Unless otherwise required by an appropriation, the director
shall allocate the money in the [NONCONFORMING] housing assistance loan
fund among the regions established under (@) of this section for the
purpose of originating or purchasing each type of loan described in
AS 44.47,380, In making an allocation under this subsection, the direc-
tor shall consider the past and potential lending activity of private
financial institutions in the region as well as the need for loans in
the region. The director may reallocate the money among the regions as
he considers necessary.

Sec. 39. AS 44.47 is amended by adding a new section to read:
Sec. 44.47.520. LOANS FOR NON-OWNER OCCUPIED HOUSING. ) In
addition to the powers authorized by AS 44_.47.370 the director may adopt
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regulations allowing the use of money in the housing assistance loan
fund to make loan3 for the purchase or development of non-owner occupied
housing in rural areas of the state.

(b) The rate of interest on a loan authorized by thir. section may
not exceed nine and one-half percent.

(©) In this section

(€)) "development” nreans the construction of a new residence
or thi repair, remodeling, rehabilitation, or expansion of an existing
residence;

) "non-owner occupied housing"™ means a single-family resi-
dence or a multi-family residence having up to eight dwelling units
that 1is not nonconformbLng housing, and is not occupied by the owner.
Sec. 40. AS 44_.47.560 1is amended by adding new paragraphs to read:

5) “"rural"™ means

A a community in the second, third, or fourth judicial
districtof the state with a population of 4,500 or less that is
notconnected by roud orrail to Anchorage or Fairbanks j or

(B) a community in the TFfirst judicial district of the
state with a population of 4,500 or less;

(6) “"rural housing” means housing, other than nonconforming
housing, that is located in a rural area of the state.

Sec. 41. AS 44.88 is amended by adding a new section to read:
Sec. 44.88.153. MULTI-FAMILY HOUSING LOANS. (©)) The authority
may purchase Jloans made for the construction of qualified multi-family
housing.
(b) A loan for qualified multi-family housing

(€D) may not exceed the cost of the qualified multi-family
housingproject, or 75 percent of the appraised value of the project,

whichever is lessj
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(2) may not be made unless at least 20 percent of the princi-
pal amount of the 1loan is retained by the originator of the loan;

(€)) shall be in Che form and contain the terms and provisions
with respect to term of the loan, insurance, repairs, alterations,
payment of taxes and assessments, default reserves, delinquency charges,
default remedies, acceleration of maturity, secondary liens, amortiza-
tion schedules, and other matters the authority may prescribe; and

(4) shall bear interest at a rate equal to the cost of funds
to the authority.

©) In this section

(€D "cost of funds" means the true interest cost expressed as
a rate on tax-exempt bonds of the authority plus an additional percent-
age as determined by the authority to represent the allocable expenses
of operation, costs of issuance and lomi servicing; and

) "qualified multi-family housing”™ means residential housing
of five or more dwelling units that qualifies for tax-exempt bond Ffi-
nancing under the laws of the United States.

Sec. 42. AS 45.88.030(a) 1is amended to read:

(@ A loan for the development of an alternative energy system or
for the development or implementation of a northern technology under
this chapter may not exceed $30,000 [$10,000],

Sec. 43. AS 45.88.030(e) is repealed and reenacted to read:

(e) The rate of interest for a loan under this section, other than
a loan for an alternative energy system may not exceed nine and one-half
percent a year on the unpaid balance of the loan. The rate of interest
for a loan for an r ternative energy system is five percent for the

first $15,000 of the loan and 15 percent for the amount of the loan that

exceeds $15,000.
Sec. 44. AS 45.88.500 is amended by adding a new paragraph t read:
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A) does not include

A) a wood, coal, or multi-fuel heating stove; or
(B) a fireplace or fireplace insert.
Sec. 45. AS 45.89.030 is amended by adding a new subsection to read;
a) If, in the opinion of the department, it is not necessary to
conduct an energy audit to determine that a loan application reets the
requirements of this section, the department may waive the audit require
ment for the applicant.

Sec. 46. AS 45.98.040(2) 1is amended to read;

@) state participation in a loan for the restoration, 1Im-
provement, rehabilitation or maintenance of any one building or struc-
ture qualifying under this chapter may not exceed $250,000 [$100,000];

Sec. 47. The Tfollowing Qlaws are repealed: AS 03.10.030(b) and @Q);

AS 16.10.320(c) and (g), 16.10.342(b), and 16.10.560 - 16.10.720.

* Sec. 48. AS 44_.47.410 does not apply to a rural housing mortgage loan

made

1983,

under AS 44.47.360 - 44.47.560 until January 1, 1983. Before January 1,

the 1interest rate on a rural mortgage housing loan made under AS 44._-

47 .360 - 44.47.560 1is eight and three-quarters percent. After September 15,

1982,

the Department of Community and Regional Affairs may not make a commit-

ment Tfor a rural housing mortgage loan for an interest rate that is less than

an interest rate determined under AS 44.47,410. A loan commitment made by

the Department of Community and Regional Affairs after the effective date of

this

Act and before September 16, 1982, may not exceed six months in length.

* Sec. 49. (@ All right, title, and iInterest in the assets described in

] (b) of this section, in an amount not to exceed the unpaid principal of those

assets as of July 1, 1982, and all right, title, and interest in all mort-

gages, nhotes, and other instruments of security made in connection with those

assets, held in the general fund on July 1, 1982, are transferred to the

Alaska Housing Finance Corporation for the special mortgage loan purchase

-19- HCSSB 666(Fin)



1 program (AS 18.56.098).

2 (b) This section transfers the following assets of the state referred

3 to iIn the monthly investment reports of general and segregated state program

4 funds, treasury division, Department of Revenue that are held in the general

5 fund:

6 (¢)) State of Alaska loan program loans, other than veteran loans;
7 (2) bank loan incentive program loans;

8 (©)) mortgage option program loans other than mobile home Iloans;
9 (4) obligations pledged to the Alaska Housing Finance Corporation;
10 o) loans to municipalities;

1 (6) debt certificates;

© (7) certificates of deposit.

13 * Sec. 50. All right, title, and interest in State of Alaska veterans

loans held in the general fund, in an amount not to exceed the unpaid princi-
15 pal of those loans as of July 1, 1982, and all right, title, and interest in
16 arl mortgages, notes, and other Instruments of security made 1in connection
7 with those loans, held in the general fund on July 1, 1982, are transferred

8 to the Alaska Industrial Development Authority for multi-family housing loans

9 (As 44.88.153) .

2 * Sec. b51. This Act takes effect immediately in accordance with AS 01.10.

M

070(c).

23
24
25
26
27
28

29
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Offered: A/1/82

Original sponsors: Fahrenkamp, Bennett .
and Parr Referred: Finance
BY THE SPECIAL COMMITTEE
IH THE SENATE ON LOANS

HOUSE CS FOR SENATE BILL NO. 666 (Loans)
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWELFTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to certain state loan programs; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 03.10.020(1) 1is amended to read:

(make 1loans to individual resident farmers, homesteaders,
and partnerships or corporations composed of farmers and homesteaders,
for clearing land for agricultural purposes, development of farms, stor-
age and processing of farm produce, livestock and machinery and to indi-
viduals, partnerships or corporations, for storage nnd processing plants
for agricultural products;

* Sec. 2. AS 03.10.030(a) is repealed and reenacted to re

2 A farm development, chattel, or irrigation 1 ilack under

this chapter

(Dmay not exceed u term of 30 years;

@) may not, when added to the outstanding balance of other
loans made under this chapter, exceed a totsl outstanding balance of
$1,000,000;

(©)) shall be secured by a real estate or chattel mortgage of
any priority, except that the portionof a loan that exceeds $500,000,
when added to prior indebtedness that is secured by the same property,
must be secured by a first mortgage;

A) shall bear iInterest at a rate that may not be less than
eight percent or more than the commercial rate, unless the commercial
rate is eight percent or less; in this paragraph "commercial rate'" means
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the prevailing rate of iInterest at private lending institutions in the
state for loans similar to those referred to in this subsection.
Sec. 3. AS03.10.030(c) 1is amended to read:

©) A short term loan, to be amortizedwithin one year, not to
exceed $200,000 to any one borrower may be made for operating purposesx
except that short term loans made under this subsection for farm product
processing may be made for $500,000 or less.

Sec. A. AS 03.10.030(e) 1is amended to read:

(e) An installment payment 1is delinquent unless it is mailed
the borrower on or before the 30t:h [15TH] day after the date specified
for payment in the Jloanagreement or unless it is received by the depart
ment on or before the 30th [15T11] day after the date specified for
payment in the loan agreement. If an installment payment 1is delinquent,
the director may [SHALL] assess a delinquency penalty. The delinquency
penalty shall be an amount equal to seven percent of the delinquent
payment, but- the combined delinquency penalty and loan interest may not
exceed 15 percent.

Sec, 5. AS 03.10.030 1is amended by adding new subsections to read:

(@) A loan for clearing land may not

(1) exceed $A00,000;
(2) bear interest that exceeds eight percent; or
(3 have a term in excess of 30 years.

) The commissioner shall adopt regulations to establish other
terms for loans made under this chapter, consistent with the provisions
of this section, nnd may establish interest rates for loans under (a)(A)
of this section that

(1) encourage agricultural development;

@) do not subsidize nonviable agricultural enterprises; and

(©)) do not discriminate against existing agricultural enter-
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prises.
Sec. 6. AS 03.10.050(a) is amended to read:

) The commissioner shall administer the loan fund in conjunction
with the agricultural revolving loan fund board. No loan in excess of
$50,000 [$25,000] may be made by the commissioner without the approval
of a majority of the board.

Sec. 7. AS 03.10.050 is amended by adding a new subsection to read:

©) A meeting of the agricultural revolving loan fund board to act
on applications for loans is exempt from the public meeting requirements
of AS 44.62.310.

Sec. 8. AS 16.10.310 is repealed and reenacted to read:
Sec. 16.10.310. POWERS OF THE DEPARTMENT. (@ The department may
(1) make loans to
A) individual commercial fishermen who have been state
residents Tfor a continuous period of five years immediately preced-

ing the date of application for a loan under AS 16.10.300 - 16.10.-

370 and have had a crewmember or commercial Ffishing license under

AS 16.05.480 or a permit under AS 16.43 for any one of the past

five years, and who actively participated in the fishery during

that period, for the purchase of entry permitsi
(B) an individual who has been a state resident for a
continuous period of five years immediately preceding the date of

application for a loan under AS 16.10.300 - 16.10.370, who (i)

becuuse of lack of training or lack of employment opportunities in

the area of residence does not have occupational opportunities
available other than commercial fishing! or (ii) 1is economically
dependent on commercial fishing for a livelihood and commercial
fishing has been a traditional way of life for him in Alaska, for

the repair, restoration or upgrading of existing vessels and gear,
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for the purchase of entry permits and gear, and for the construc-
tion and purchase of vessels;

© corporations, partnerships, or joint ventures, 100
percent of which are owned by individual commercial fishermen who
have been state residents for a continuous period of five years
immediately preceding the date of application for a loan under
AS 16.10.300 - 16.10.370 and have had a crewmember or commercial
fishing license under AS 16.05.480 or a permit under AS 16.43 for
any one of the past five years, and who actively participated in
the Tfishery during that period, for the repair, restoration or
upgrading of existing vessels and gear, for the purchase of gear,
and for the construction and purchase of vessels;

@) designate agents and delegate 1its powers to them as
necessary;

(©)) adopt regulations necessary to carry out its functions;

(@)) establish amortization plans Tfor repayment of loans,
which may include extensions for poor fishing seasons;

o) enter into agreements with private lending institutions,
other state agencies, or agencies of the federal government, to carry
out the purposes of AS 16.10.300 - 16.10.370;

(6) enter into agreements with other agencies or organiza-
tions to create an outreach program to make loans under AS 16.10.300 -
16.10.370 in rural areas of the state.

() The department shall consult with the Department of Fish and
Game on regulations and procedures established under this chapter.
* Sec. 9. AS 16.10.320(a) 1is repealed and reenacted to read:
(©)) A loan under AS 16.10.310 - 16.10.370

(1) made to
A) an individual described in AS 16.10.310(a)(1)(A) may
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not exceed $300,000;

(B) an individual, corporation, partnership, or
venture described in AS 16.10.310(a)(1)(B) or () may not exceed
$100,000;

(2) may not exceed a term of 15 years;

(©)) may not bear interest exceeding 10 and one-half percent;

©)) may be secured by a first priority lien and appropriate
security agreement; and

o) may not exceed 75 percent of the appraised value of the
collateral used to secure the loan, except that a loan granted under
AS 16.10.333 for the purchase of an Alaska limited entry permit may not
exceed an amount determined in accordance with () or (h) of this
section.
Sec. 10. AS16.10.320(d) is amended to read:

@ A loan may not be made to a borrowerunder AS 16.10.300 -
16.10.370 if it would result in an outstanding debt of the borrower to
the commercial fishing revolving Jloan fund in excess of $300,000
($500,000, EXCLUDING OUTSTANDING DEBT INCURRED UNDER (c) OF THIS SECTION
A BORROWER UNDER Ao 16.10.300 - 16.10.370 MAY USE UP TO 49 PERCENT OF
THE AMOUNT BORROWED TO REFINANCE ANY OUTSTANDING LOANS OF THE BORROWER
REGARDLESS OF THE SOURCE OF THE LOANS, 1F THE OUTSTANDING LOANS WERE
MADE FOR ANY OF THE PURPOSES DESCRIBED IN AS 16.10.310]. A loan to an
associate of the borrower is considered to be a loan to the borrower.
For the. purposes if this section, '"associateof the borrower™ means

(1) a corporation or other organization of which the borrower
is an officer, director or partner, or 1is, directly or indirectly, the
beneficial owner of 10 percent or more of any class of equity securi-
ties ;

(@) a person who 1is, directly or indirectly, the beneficial
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owner of 10 percent or more of any class of equity securities of the
borrower;

(€)) a trust or other estate in which the borrower has
substantial beneficial 1iInterest or as to which the borrower serves as
trustee or in a similar fiduciary capacity.

Sec. 11. AS 16.20.320(e) is amended to read:

(e) Two or more individual commercial fishermen who each satisfy
the requirements specified in AS 16.10.310(a)(1)(B) [AS 16.10.310Ca)(1)-
(A)] may jointly obtain a commercial Ffishing loan for the construction
of a fishing vessel or the purchase of an existing fishing vessel.
Loans granted under this subsection

(¢H) may not exceed the amount specified in ((a)(1) of this
section multiplied by the number of qualified commercial fishermen
applying for the loan;

(2) mav not exceed a tern of 15 years;

(3) shall be secured by a first priority lien and appropriate
security agreement;

(@) may not bear interest exceeding 10 [NINE] and one-half
percent; and

o) may not exceed 75 percent of the appraised value of the
collateral used to secure the loan.

Sec. 12. AS 16.10.320(f) is amended to read:

) Except as permitted in (h) of this section a [A] loan granted
under AS 16.10.333(a) for the purchase of an Alaska limited entry permit
may not exceed 90 percent of the appraised value of the collateral used
to secure the loan.

Sec. 13. AS 16.10.320 1is amended by adding a new subsection to read:

) A loan under AS 16.10.333(a) may be made for up to 100 percent

of the appraised value of the collateral used to secure the loan if the
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borrower demonstrates that he has at least three years of experience as
a commercial fisherman in the fishery to which the entry permit applies;
as used 1in this paragraph, "three years of experience as a commercial
fisherman in the Tfishery"” means that for an accumulated total of three
fishing seasons in the same fishery the person has actively participated
in the commercial harvest of fish under the direction of a limited entry
permit holder.

Sec. 14.AS 16.10 1is amended by adding a new section to read:

Sec. 16.10.325. GUARANTORS. A person may act as guarantor if the
borrower has insufficient collateral to secure a loan for the purposes
described in AS 16.10.310(a)(1)(B). The loan agreement shall specific-
ally describe the property of the guarantor to be used as collateral by
the borrower and shall be signed by the guarantor and the borrower. The
department shall provide the guarantor with a copy of all notices sent
to the borrower by the department. If the loan is for the purchase of
an entry permit, the guaranty by the guarantor may not constitute a
lien, mortgage, or encumbrance on or pledge of the entry permit.

Sec. 15. AS 18.55.997 1is amended to read:

Sec. 18.55.997. RESIDENTIAL LOANS. (@) Inaddition to the powers
authorized to a regional housing authority under AS 18.55.996, a regional
housing authority may, 1in accordance with procedures and policies adoptee
and approved by the division of housing assistance in the Department of
Community and Regional Affairs [BOARD OF DIRECTORS OF THE A.ASKA HOUSING
FINANCE CORPORATION], make loans for the purchase or development of resi-
dential housing in rura’ areas of the state. A loan shall be secured by
collateral in an amount acceptable to the division of housing assistance

in the Department of Community and Regional Affairs [ROARD OF DIRECTORS

OF THE ALASKA HOUSING FINANCE CORPORATION]. The rate of interest on a
loan authorized by this section may not exceed the Interest rate on a
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loan originated or purchased under AS 44.47.360 - 44.47.560 [AN INTEREST

RATE APPROVED BY THE BOARD OF DIRECTORS OF THE ALASKA HOUSING FINANCE

CORPORATION] .

(b) In this section,

(¢)) "development"

or the repair, remodeling,

home;

@) “rural”

(]

means

a [ANY] community

means the construction of a new residence

rehabilitation or expansion of an existing

in the second, third, or fourth

-judicial district of the state with a population of 4,500 or less

that is not connected by road or rail to Anchorage or Fairbanks; or

®

a community

state with a population of 4,500

* Sec. .16. AS 18.56.040
@ Public

meeting of the board at which the

authorized.

* Sec. 17. AS .18,56 1is amended by

Sec. 18.56.084.

obtaining access

the special mortg

iternational.

to the powers of the

(1) establish or cuuse

corporated 1in the state or

foreign jurisdiction; ()

INTERNATIONAL

in the first judicial district of the

less.

is amended by adding a new subsection to read:
notice of 24 hours, or more shall be given before a

issuance of corporation bonds is

adding a new section to read:
BORROWING. For the purpose of

capital markets to borrow money for

,urchase program (AS 18.56.098), t additior

ition under AS 18.56.090, the corpo e n may

i established, subsidiary corporation M-

in another state, or under the laws of a

invest in corporations established under this

section; (3) issue bonds and borrow money Tfor investments 1in corpora-

tions established

established under this section;

tions established

under

under

this section;

this section;

-8-

(4) borrow from corporations

(5) guarantee the obligations of corpora-

(6) enter 1into agreements with
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corporations established under this section or with other persons; or

(7) do anything otherwise necessary to facilitate access to international

capital markets. A guarantee under this section constitutes a bond of

the corporation as defined in AS 18.56.210(13).

Sec.

18. AS 18.56.098(f)(4) is amended to read:

©)) "residence" means an owner-occupied, single-family resi-

dence, including a mobile home, or an owner-occupied duplex, triplex or

four-plex.

Sec.

19. AS 18.56.098(g)(2) is amended to read:

@ The interest rate on the first $90,000 of a mortgage loa

for a single-family or duplex residence, on the first $105,000 of a

mortgage loan for a triplex residence, and on the Tfirst $140,000 of a

mortgage loan for a four-plex residence purchased with the proceeds of a

second or subsequent 1issue of taxable bonds of the corporation shall be

determined as follows:

A If the cost: of funds of an issue of taxable bonds i

more than the cost of funds of the preceding issue of taxable
bonds, the Interest rate shall be increased by an amount equal to
the difference between the cost of funds of the two bond issues.
) Except as provided In (C) and (D) of this
and (3) of this subsection, the iInterest rate may not be less than

10 percent and may not be reduced.

paragraph

© Tf the difference between the cost of funds of an

issue of taxable bonds and the interest rate established for d
mortgage loan purchased with the proceeds of the previous issue
would be equal to or less than three percent, the interest rate on
mortgage loans purchased with the proceeds of that taxable bond
issue and subsequent taxable bond issues is three percent less than

the cost of funds of the taxable bond issue that is used to purchase
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the mortgage loan.

D) The 1interest rate on a mortgage loan purchased with

the proceeds of a taxable bond issue may not be less than 10 percent
unless the cost of funds of the taxable bond issue is less than 10
percent, in which case the intereston a mortgage loan purchased

with the proceeds of a taxable bond issue is equal to the cost of

funds.

* Sec. 20. AS 18.56.098(g)(3) 1is amended to read:

(©)) An interest rate determined under this subsection on the

first $90,000 of a mortgage loan that is not purchased from the proceeds
of bonds that are qualified veterans®™ mortgage bonds under the Mortgage
Subsidy Bond Tax Act of 1980 (26 U.S.C. 103(A)), as amended, shall he
reduced by one percentage point if the Iloan is made to an eligible
veteran under AS 18.56.101.
Sec. 21. AS 18.56.098(g)(6) 1is amended to read:
(6) The interest rate on the Tfirst $90,000 of a mortgage

for a single-family or duplex residence, on the Tfirst $105,000 of a
mortgage loan for a triplex residence andon the first $140,000 of a
mortgage Qloan for a four-plex residence purchased from the proceeds of
bonds that are exempt from taxation under the Mortgage Subjidy Bond Tax
Act of 1980 (26 U.S.C. 103(A)) 1is 10 percent or the cost of the funds,
whichever 1is less. A higher or lower interest rate shall be established
on the entire loan amount if required under the Mortgage Subsidy Bond
Tax Act.
Sec. 22. AS 18.56.098 1is amended by adding new subsections to read:

(i) The interest rate on the Tfirst $90,000 of a mortgage loan
purchased from the proceeds of bonds that constitute qualified veterans”®

mortgage bonds under the Mortgage Subsidy Bond Tax Act of 1980 (26
U.S.C. 103(A)) as amended, is the greater of (1) four percent less than
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the coot of funds or (2) the rate for other loans to veterans under
AS 18.56.098(g)(3). A higher or lower interest rate shall be estab-
lished on the entire loan amount if required under the Mortgage Subsidy
Bond Tax Act of 1980.

a If the money used to purchase a mortgage loan made to a veterar
under this section comes from an issue of bonds of the corporation
guaranteed by the state each bond must be issued as part of an issue
substantially all of the proceeds of which are used to provide resi-
dences for veterans, or be issued in such other manner that may be
necessary to insure that the bond is a '"qualified veteran®s mortgage
bond"™ under the Mortgage Subsidy Bond Tax Act of 1980 (26 U.S.C. 103(CA)),
as amended.

3] The imerest rate limitations of AS 45.45.010 do not apply to
loans purchased under this section or to loans that the corporation has,
in any manner, committed itself to purchase.

Sec. 23. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.102. COMMITMENTS TOR THE PURCHASE OF MORTGAGE LOANS.
The corporation shall offer commitments for the purchase of mortgage
loans at the Lnterest rate prevailing for similar mortgage Qloans at the
time a commitment is made. The corporation shall charge a commitment fee
for an inital 90-day commitment of one-half percent of the amount of the
mortgage 1 an for which the commitment is purchased. A commitment made
under this section may be extended for a second 90-day period for an
additional fee of one-half percent of the amount of the mortgage loan
and, at the option of the corporation, for further periods of one month
for an additional fee of one-sixth percent of the amount of the mortgage

loan for each month the commitment iIs extended. A commitment made under

this section, including extensions, may not exceed one year.

* Sec. 24. AS 18.56.110(b) is amended to read:
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(b) The principal and interest on these bonds or notes, except
state guaranteed bonds, is payable from corporation funds, excluding
funds in the housing development fund. The principal and interest on
state guaranteed bonds is payable from corporation funds, excluding
funds in the housing development fund, and in accordance with the terms
of the state guaranty of principal and interest. Bond anticipation
notes may be payable from the proceeds of the sale of bonds or from the
proceeds of sale of other bond anticipation notes or, in the event bond
or bond anticipation note proceeds are not available, such notes may be
paid from other Tfunds or assets of the corporation. Bonds or notes may
be additionally secured by a pledge of a grant or contribution from the
federal government, or a corporation, association, institution or person,
or a pledge of money, 1income, or revenues of the corporation from any
source. Notes issued in anticipation >if the sale of bonds that are to
be 1issued under this chapter and guaranteed as to principal and interest
by the state are guaranteed as to principal and interest by the state
and secured by the full faith, credit and resources of the state.

Sec. 25. AS 18.56.110(d) is amended to read:

@ Bonds or bond anticipation notes, except state guaranteed
bonds and bond anticipation notes, may be sold in the manner, on the
terms and at the price the corporation determines. State guaranteed
bonds and bond anticipation notes shall be sold at public sale by the
corporation in amounts and at times as may be approved by the state
bond committee, on terms and at the price fixed under the notice of
sale.

Sec. 26. AS 27.09.010 is amended by adding a new subsection to read:

() The mining loan fund is a revolving fund consisting of ap-
propriations made to the fund by the legislature and repayments of

principal and interest on loans made from the ¥fund. Money appropriated

-12- HCSSB 666 (Loans)



to or repaid into the fund does not lapse in accordance with AS 37.25.-
010.
Sec. 27. AS 29.48.110(a) 1is amended to read:

©)) In addition to existing municipal authority providing for
preservation, protection, and maintenance of historic sites, the local
historical district commission established under AS 29.48.108, 1in con-
sultation with the Historic Sites Advisory Committee within the Depart-
ment of Natural Resources, may establish [A] historical districts
[DISTRICT] within the boundaries of the municipality.

Sec. 28. AS 44.33.255(c) is amended to read:

the

©) The duration for repayment of a loan may not exceed 20 [10]

years.
Sec. 29. AS 44.47.370(3) 1is amended to read:

(©)) purchase or participate in the purchase of nonconforming
and rural housing mortgage loans 1in accordance with AS 44_.47.360 -
44 .47 .560;

Sec. 30. AS 44.47.370(4) 1is amended to read:

(@) purchase or participate in the purchase of loans for
building materials for nonconforming and rural housing iIn accordance
with AS 44.47.360 - 44.47.560;

Sec. 31. AS 44 .47 .380 is amended to read:

Sec. 44.47.380. [NONCONFORMING] HOUSING ASSISTANCE LOAN FUND.
There 1is created in the Department of Community and Regional Affairs the
[NONCONFORMING] housing assistance Jloan fund consisting of money appro-
priated to it by the legislature. The director shall administer the
[NONCONFORMING] housing assistance loan fund in accordance with AS 44._-

47.360 - 44.47.560 and shall use the money in the |[NONCONFORMING] housing
assistance loan fund to originate, purchase, or participate in the pur-

chase of
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(¢H) nonconforming and rural housing mortgage loans;

@) loans made for building materials for nonconforming
and rural housing;

(€)) loans made for renovations or improvements to nonconform-
ing and rural housing;

(D) loans made for the construction of owner-occupied noncon-
forming and rural housing other than loans to builders or contractors or
loans that compensate an owner Tfor his labor or services in constructing
his own housing.

Sec. 32. AS 44.47.385(a) 1is amended to read:

) The director may make Jloans from the [NONCONFORMING] housing
assistance loan fund only fcr nonconforming and rural housing loans to
qualified buyers for nonconforming and rural housing.

Sec. 33. AS 44.47_.390 is amended to read:

Sec. 44.47.390. LIMITATIONS ON USE OF [NONCONFORMING] HOUSING
ASSISTANCE LOAN FUND. The director may not use the money in the [NON-
CONFORMING] housing assistance loan fund to

(1) originate a direct loan or purchase or participate in the
purchase of a nonconforming or rural housing mortgage loan that [WHICH]
exceeds the limitations on mortgage Jloans purchased by the Federal
National Mortgage Association as to principal amount or Jloan-to-vnlue
ratio;

@) originate a direct loan or purchase or participate in the
purchase of a loan made for building materials for nt iconforming or rural
housing

(A) that [WHICH] exceeds $45,000 or exceeds
() 80 percent of the appraised value of the work
completed on the nonconforming or rural housing for which the
loan is made if the nonconforming or rural housing is pledged
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1 as collateral for the loan? or

2 (n 90 percent of the value of other property whic
3 is pledged as security for the loan and which is satisfactory

4| to the director as collateral;

5 B) unless the terms of the Jloan agreement require

6 inspections and certifications, as required by regulations of the

7 director, at the expense of the borrower; and

8 © unless the period of time allowed for repayment of

9 the loan is equal to or less than .15 years;

10 (©)) originate direct loans or purchase or participate in tf
1 purchase of a nonconforming or rural housing mortgage loan that [WHICH]

L is secured by real property the marketable title to which 1is shown in

= accordance with AS 44.47.420(b)(2) if the total amount of outstanding

14 nonconforming and rural housing mortgage Jloans hold by the division

B exceeds 10 times the amount of money in the restricted title loss reserve

16

account (AS 44.47.430).

17 _
* Sec. 34. AS 44_.47.420(a) 1is amended to read:

18 ) Before the director originates or purchases a nonconforming
9 or rural housing mortgage Qloan in whole or iIn part, the director may
X require a borrower to show marketable title to real property offered as
B security for the loan to be purchased.

Z * Sec. 35. AS 44 .47 _.430(b) 1is amended to read:

23 (b) The director may withdraw money Tfrom the restricted title loss
24 reserve account in an amount equal to the 1loss to the division on a
2y nonconforming or rural housing mortgage loan originated or purchased in
Z whole or in part by the division if marketable title to the real property
27 used to secure the loan was shown in accordance with AS 44.47.420(b)(2).
28 Money withdrawn from the restricted title loss reserve account under
29 this section shall be deposited in the [NONCONFORMING] housing assistance
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loan fund.
Sec. 36. AS 44 _47_.440 is amended to read:

Sec. 44.47.440. FIRE INSURANCE. Before purchasing or participat-
ing in the purchase of a nonconforming or rural housing mortgage loan,
the director may require the borrower to agree to purchase and maintain
fire insurance Tfor the real property for which the 1loan is made in an
amount not Uless than the outstanding principal balance of the loan.
Sec. 37. AS 44 .47 .470 is amended to read:

Sec. 44.47.470. APPRAISALS. Before originating or purchasing or
participating in the purchase of a nonconforming or rural housing mort-
gage loan, the director may have or inav require the borrower to have an
appraisal made of the fair market value of the real property, including
structures on the real property, Tfor which the loan is made. In conduct
ing an appraisal under this section, tho appraiser shall give full value
to insulation and other features of construction in structures on the
real property which add to the energy efficiency of the structures.
Sec. 38. AS 44.47.510(b) 1is amended to read:

(b) Unless otherwise required by an appropriation, the director
shall allocate the money in the [NONCONFORMING] housing assistance loan
fund among the regions established under (@) of this section for the
purpose of originating or purchasing each type of loan described in
AS 44.47.380. In making an allocation under this subsection, the direc-
tor shall consider the past and potential lending activity of private
financial institutions 1in the region as well as the need for loans in
the region. The director may reallocate the money among the regions as
lie considers necessary.

Sec. 39. AS 44 .47 is amended by adding a new section to read:

Sec. 44.47.520. LOANS FOR NON-OWNER OCCUPIED HOUSING. ) In

addition to rhe powers authorized by AS 44.47_.370 the director may adopt
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regulations allowing tht use of money in the housing assistance loan
fund to make loans for the purchase or development of non-owner occupied
housing in rural areas of the state.

(b) The rate of interest on a loan authorized by this section may
not exceed nine and one-half percent.

(c) In this section

(1) "development" means the construction of a new residence
or the repair, remodeling, rehabilitation, or expansion of an existing
residence;

(2) "non-owner occupied housing” means a single-family resi-

dence or a multi-family residence having up to eight dwelling units,
that 1is not nonconforming housing, and is not occupied by the owner.
* Sec. 40. AS 44 .47 .560 is amended by adding new paragraphs to read:
(5 "rural" means
(A) a community in the second, third, or fourth judicial
district of the state with a population of 4,500 or less that is
not connected by road or rail to Anchorage or Fairbanks j or

((®)) a community nthe first judicial district of the

state with a population of 4,500 or less;

() "rural housing™ means housing, other than nonconformi

housing, that 1is located in a rural area of the state.
* Sec. 41. AS44.88 is amended by adding a new section to read:
Sec.44.88.153. MULTI-FAMILY HOUSING LOANS. (@ The authority

may purchase loans made for the construction of qualified multi-family

housing,
(b) A loan for qualified multi-family housing
(Dmay not exceed the cost of the qualified multi-family
housing project, or 75 percent of the appraised value of the project,

whichever 1is less;
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(2) may not be made unless at least 20 percent of the princi-
pal amount of the loan is retained by the originator of the loan;

(©)) shall be in the form and contain the terms and provisions
with respect to term of the loan, 1insurance, repairs, alterations,
payment of taxes and assessments, default reserves, delinquency charges,
default remedies, acceleration of maturity, secondary liem, amortiza-
tion schedules, and other matters the authority may prescribe; and

(@)) shall bear interest at a rate equal to the cost of funds

to the authority.

©) In this section

(€)) "cost of funds™ means the true interest cost expressed
a rate on tax-exempt bonds of the authority plus an additional percent-
age as determined by the authority to represent the allocable expenses
of operation, costs of issuance and loan servicing; and
"qualified multi-family housing”™ means residential housing

of 5 - 20 dwelling units that qualifies for tax-exempt bond financing
under the lawB of the United States.
Sec. 42. AS 45.88.030(a) 1is amended to read:

) A loan Tfor the development of an alternative energy system or
for Che development or implementation of a northern technology under
this chapter may not exceed $30,000 [$10,000].
Sec. 43. AS 45.88.030(e) is repealed and reenacted to read:

(e) The rate of interest for a loan under this section, other than
a loan for an alternative energy system may not exceed nine and one-half
percent a year on the unpaid balance of the loan. The rate of interest
for a loan for an alternative energy system is five percent for the
first $15,000 of the loan and 15 percent for the amount of the loan that
exceeds $15,000.
Sec. 44. AS 45.88.5u0 is amended by adding a new paragraph to read:
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(©)) does not include
A) a wood, coal, or multi-fuel heating stove; or
(B) a TfTireplace or fireplace insert.
i:Sec- 45 AS 45.89.030 is amended by adding a new subsection to read;
a) If, iIn the opinion of the department, it is not necessary to
conduct an energy audit to determine that a loan application meets the
requirements of this section, the department may waive the audit require-
ment for the applicant.

* Sec. 46. AS 45 .98.041.(2) is amended to read:

(@) state participation in a loan for che restoration, im-
provement, rehabilitation or maintenance of any one building or structure
qualifying under this chapter may not exceed $250,000 [$100,000];

* Sec. 47. The following laws are repealed: AS 03.10.030(b) ana M) ;
AS 16.10.320(c) and (g), 16.10.342(b), and 16.10.560 - 16.10.720.

* Sec. 48. AS 44 .47 _.410 does not apply to a rural housing mortgage loan
made under AS 44_.47.360 - 44.47.560 until January 1, 1983. Before January 1,
1983, the interest rate on a rural mortgage housing loan made under AS 44.-
47 .360 - 44.47.560 1is eight and three-quarters percent. After September 15,
1982, the Department of Community and Regional Affairs may not make a commit-
ment for a rural housing mortgage loan for an interest rate that is less than
an interest rate determined under AS 44.47_.410. A loan commitment made by the
Department, of Community and Regional Affairs after the effective date of this
Act and before September 16, 1982, may not exceed six months in length.

* Sec. 49. This Act takes effect immediately in accordance with AS 01.10.-

070(c) .-
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Introduced: 1/19/82

Referred: Resources and
Finance
1 IN THE SENATE BY FAHRENKAMP, BENNETT AND PARR
2 SENATE BILL NO. 666
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TWELFTH LEGISLATURE - SECOND SESSION
5 A BILL
6 For an Act entitled: "An Act relating to the raining loan fund (AS27.09);
7 and providing for an effective date."

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

9 * Section 1. AS 27.09.010 is amended by adding a new subsection to read:
10 (b) The mininglean fund is a revolving fund consisting ofap-
un propriations made to the fund by the legislature and repayments of

2 principal and interest on loans made from the fund. Money appropriated
13 to or repaid into the fund does not lapse in accordance with AS 37.25.-
14 010.

15 * Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-
16 070(c).-
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Prooosed amendment by Senator Rodey:
Page 2, line 19: amend to read:

(@ A loan for clearing land may not be made unless the land
to be cleared is classified as Class 3 or better by the Soil Conservation
Service, and may not
(1) exceed $250,000 [$400,000];
(2) bear interest that is less than [EXCEEDS] eight percent; or
(3) have a term in excess of 20 [30] years.

Delete Section 3

Delete Section 6



Add to Sec. 2 of ""the bill:

5) shall, if made at\an initial interest rate les™" fcnan the commercial

rate, prc-.ide for increasing interest payment of one/hundred basis
points per year, beginning, in the third year, up to/the commercial rate
of interest, and at the commercial rate thereaft*

) shall not, if a refinancing of a
made at a lower percentage rate
refinanced.

mar’ > under this chapter, be
han the loan being



AMENDMENT TO AGRICULTURAL LOAN ACT BY RO~-EY PsWZkJlwZ

\fp
AS 03.10.030(f) is amended to read: aKVIEA; f ,
() A farm product processing loan may not exceed $250,00"
[$2,500,0001. A mortgage which secures a farm product processing loan
may be of any priority if the total indebtedness on the."-"real estate,

- *%

including the secured farm product processing loan, does not exceed
$250,000 [S2,500,000]. A farm product process;ng loan which, :f made,
would raise the existing indebtedness on the real estate securing the
loan above $250,C00 [$2,500,000], or a farm product processing loan on
reel estate which has a prior indebtedness of $250,000 [$2f50C.000] or
more, may be made only if all prior mortgagees agree to suborc"-"nete
their mortgages tc that of the state for the amount of the far- product
processing loan which exceeds the $250.000 [$2,500,000] indebtedness
limit on the real estate. A farm product processing loan may -ot exceed
a term of 30 years or bear interest, that is less than [EyCEED! 33] eight

percent a year and shall be secured by a real estate or chatte® mortgage

or both.

ftftw-



mAmendment fog Amendment #3 by Rodey

* Delete Amendment #3 and replace with:
*Delete Section 44

* Amend Section 45 to read:

AS 45.88.500 (3) does not include

(A) a [wooD,] coal [,] or multi-fuel heating stove; or -
(B) a fireplace [OR FIREPLACE INSERT]

* Adopt intent language to state:
"It is the intent of the conference committee on SB 666 that no

more than 65 percent of the appropriation to the Alternative Technology
and Er.ergy Revolving Loan Fund be used to make Jloans for wood stoves."

mis
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Introduced: 3/720/81
Referred: Community & Regional
Affairs and Finance

BY RODZY, FERGUSON, FISCHER,
EOLILETTIA - BTCMAN AND RAY

SENATE BILL NO. 311
THE LEGISLATURE OF THE STATE OF ALASKA
-TWELFTH LEGISLATURE - FIRST SESSION
\\ A BILL
eFor an Act entitledr "An Act relating to senior citizen housing and amending
the housing development revolving Jloan +fundj and
providing for an effective date."
IT ENACTED EY THE LEGISLATURE OF TEE STATE OF ALASKA:
Section 1. AS 18.54.010 is amended to readl
CHAPTER 54. SENIOR CITIZENS HOUSING DEVELOPMENT [REVOLVING LOAN] FUND.

Sec. 18.54.010. DECLARATION OF PURPOSE. There exists within the
state a serious shortage of decent, safe and sanitary residential
housing available at 1low or moderate prices or rentals to persons
60 years of age or older TOF LOWER AND MODERATE INCOME] . Tnere also
exists in the state organizations whose purposes are to provide the
kinds of housing needed to alleviate this shortage. Development work
to provide such housing involves substantial expense which is often
beyond the resources of the organizations.

Sec. 2. AS 18.54.070(a) 1is amended tc read:

(a Tnere is created within the Department :: Cuturunry and
Regional Affairs a senior citizens housing aevelcpzer.r fund. Subject
to direct appropriation cr through proceeds of a bonding issue the
department shall make grants [OP. LOANS] to r.unicirrliries tc c.-rpcra-

¢C putlie cr rrivste -orr crat.tr.: t.z.s.
exer.rt ur.cer sec. SCKeM.: tne .nterna.
193L [ELIGIBLE FOR LOANS UNDER AS 1B.54.C5C tor tne purpose :: deveior-
xng senior citizen nousmg . % --cr. tne proceeds tt a bend issue
may be made only to municipalities.

at 8 311



Revised Amendment j5
by Conference Committee on HCSSB 666(Fin) am H
Adopted May 10, 1982

Page

Page

13, after line 12:
Insert a new section to read:
Sec. . AS 44.33.285 is amended to read:

Sec. 44.33.285. ACTION BY GOVERNOR. The governor may, upon
recommendation of the commissioner of commerce and economic development,
designate by proclamation an area as an area iIimpacted by an economic
disaster. When an area iIs so designated, the legislature may appropriate
money for assistance grants [SHALL BE MADE BY THE DEPARTMENT OF COMMERCE
AND ECONOMIC DEVELOPMENT AS PROVIDED IN AS 37.11.100] and the governor
may recommend in his budget submission that capital projects planned for
the area be accelerated and that new projects be funded for the area.
The proclamation may provide that waivers of capital projects require-
ments, as authorized in AS 44.33.300, become effective only to the

extent set out iIn the proclamation.

19, lines 17 - 18:
Add the following to the list of repealed laws:
AS 18.55.360; AS 27.07; AS 37.11.100; AS 44.25.030 - 44.25.038;

AS 44_.33.320 - 44.33.380; AS 44.47.320 - 44.47.350



vised Amendment "3
y the Conference Committee on HCSSB 666(Fin) am H
Adopted May 10, 1982

Page 15, after line 16, insert a new section to read:
* Sec. . AS 44_.47.410 is amended to read:

Sec. 44.47.410. INTEREST ON LOANS. (a) The interest rate

mortgage loan originated or purchased in whole or in part under AS 44.

47.380 for nonconforming housing that 1is not rural housing 1is equal

the interest rate, as determined under AS 18.56.098(g)(1) - (4),

mortgage loau purchased under AS 18.56.098(g) from the”proceeds

most recent applicable issue of taxable bonds before the origination

purchase of the mortgage 1loan originated or purchased under AS 44.47.-

380.

(b) The interest <ate on a mortgage loan originated or purchased

in whole or in part under AS 44.47.380 for rural housing 1is 10-1/2 per

cent.

Page 17, 1line 5:

Delete "nine and one-half"™ and insert "10-1/2"

Page 17, lines 20 - 21:
Delete all material and insert a new paragraph (6) to read:

(6) "rural housing™ means housing, whether or not it

nonconforming housing, that is located in a rural area of the state.

ge 19, Ilines 19 - 27:

Delete Sec. 49



Conference Committee on HCSSB 666 am H proposed amendment on owner-occupied

triplex and four-plex housing.

Page 9, line 9 - page 10, i

Delete Sec. 19.

Page 10, lines 15 - 24:

Delete Sec. 21.

Page 19, after line 27:
Insert a new section to read:

* Sec. 50. IT a newly constructed owner-occupied < or four-plex
is completed between the effective date of this Act and October 1, 1984,
and the triplex or four-plex 1is eligible for financing under the provisions
of the’special mortgaggm1ggg purchase program of the Alaska Housing Finance
Corporation (AS 18.56.098), the interest rate determined under AS 18.56.098-
(g) shall apply to the first $105,000 of a mortgage loan for a triplex and to
the first $140,000 of a mortgage Jloan for a four-plex. In this section
"newly constructed owner-occupied triplex or four-plex™ means an owner-
occupied triplex or four-plex that 1is not occupied before the effective
date of this Act and for which a mortgage loan has not been previously

purchased by the Alaska Housing Finance Corporation.



ft-

Amendment #
Arend HCS for B 666 (Finance) amH

Page 9, lines 6 tc 8, are amended;

4) "residence” means an owner-occupied, single-family residence,
including a mobile home, [or] and (i) an owner-occupied duplex,(ii) or an

owner-occupied triplex or four-plex the construction of which was com
pleted after July 1, 1982.
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AHFC/MKC 4/23/82

Amendment #

Section 21: Delete Section 21

Section 19: Delete Section 19

Add a new Section to read:

AS 18.56.098(g) is amended to read:
(g) The corporation shall establish the interest rate, on a first u
mortgage loan for a single family or duplex residence/purchased

AVA
Add a new Section to read "

AS 18.56.098 is amended by adding a new subsec,tion to read:

(1) The corporation shall establish;rthe interest rate on a mortgage
loan purchased under (a) of this section for a triplex or fourplex
residence in the sama manner established for computing the interest
rate on a first mortgage loan under (g) of this section except that
the amount of loan bearing the interest rate determined in accordance
with subsection (2) of this section shall be $ 105,000 for a triplex
residence and $ 140,000 for a fourplex residence.



Conference Committee on HCSSB 666 am H proposed amendment on owner-occupied

triplex and four-plex housing.

Page 9, line 9 - page 10, line 7:

Delete Sec. 19.

Page 10, lines 15 - 24:

Delete Sec. 21. N

Page 19, . fter 1line 27:
Insert a new section to read:

* Sec. 50. IT a newly constructed owner-occupied triplex or four-plex
is completed between the effective date of this Act and October 1, 1984,
and the triplex or four-plex 1is eligible for financing under the provisions
of the special mortgage 1loan purchase program of the Alaska Housing Finance
Corporation (AS 18.56.098), the interest rate determined under AS 7]8.56.(N3-
(g)~shall apply to the first $105,000 of a mortgage loan for a triplex and to
the first $140,000 of a mortgage loan for a four-plex. In this section
"newly constructed owner-occupied triplex or four-plex"” means an owner-
occupied triplex or four-plex that 1is not occupied before the effective
date of this Act and for which a mortgage loan has not been previously

purchased by the Alaska Housing Finance Corporation.



Proposed Amendment to HCSSB 666(Fin) am H

Page 10, after line 7:
Insert a new section to read:
* Sec. . AS 18.56.098(g)(2) is amended by adding a new subparagraph to
read:

(E) IfT the proceeds of a taxable bond issue are to be
used only for the purchase of mortgage loans for triplex and four—
plex residences, the cost of funds of that bond issue 1is not
considered in determining interest rates. The interest rate on
the first $90,000 of a mortgage loan that 1is purchased with the

n proceeds from a taxable bond issue used soley for the purchase of
mortgage loans for triplex and four-plex residences 1is equal to the
interest rate, as determined under this paragraph, on a mortgage
loan purchased with the proceeds of the preceding 1issue of taxable

bonds.
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tem No. 10 y<h<S>8x/)

I, after line 15 insert new bill sections:
Jeb. . AS 18.56.100(a) 1is amended to read:
(a) There is created a housing development fund [SPECIAL REVOLVI!
I0OAN FUND TO BE KNOWN AS THE "HOUSING DEVELOPMENT FpND"] to be adminis—
tered by the corporation as a trust fund separate and distinct from any
Yfher money or funds administered by the c&kporation.
Sec. . AS 18.56.100(b) 1is amended to read:
(b) Consistent with AS 18.56.090, the corporation may make

pFSr
“temporary and permanent loans from the housing development fund, at such
|;;terest rate or rates as determined by the corporation, and with such
security for repayment as 1is necessary and practicable, to
[ =8
| [(1) DEFRAY DEVELOPMENT COSTS OF SPONSORS, BUILDERS, AND
%pEVELOPERS OF RESIDENTIAL HOUSING;

(2) PROVIDE TO PERSONS OF LOWER AND MODERATE INCOME WHO ARE
APPLYING FOR MORTGAGES, THE AMOUNTS REQUIRED TO MAKE DOWN PAYMENTS AND
PAY CLOSING COSTS AND TO HOUSING OWNERS THE AMOUNTS APPLIED FOR PARTIAL
RENTAL PAYMENTS AND MORTGAGE INTEREST PAYMENTS UNDER AS 18.56.090(4); OR

(3)1] purchase, make, or participate in the making of mortgage

[AND CONSTRUCTION] loans which are not federiliy insured or guaranteed

for [TO SPONSORS, BUILDERS, PURCHASERS AND DEVELOPERS OF LAND DEVELOP—
MENT OR] residential housing, if the corporation determines that such
7]

loaas are not otherwise available, wholly or in part, from private

lenders wupon reasonably equivalent terms and conditions.



ieci - AS 18.56.100(c) 1is amended to read:
(c) mo the credit of the housing development fund shal
sited
1) grants and contributions to the fund [AND THE
ALE OF FUND NOTES]; and
(2) all receipts of the corporation on account of
ir sale or other disposition of the security for-_"any loans

ider (b) of this section.

line 18, after "16.10.342(b)":

.Delete "and

line 18, after "16.10.560 - 16.10.720":

[iisert ", 18.55.360, and 18.56.100(e) - (k)"

19, after 1line 18:

U Insert a new bill section to read:

* Sec. . The repeal of AS 18.56.100(e) - (k) 117 sec. of
not invalilate housing development fund notes 1issued under AS

(e) - (k) before the effective date of this Act.

s2 sa

I be

PROCEEDS

repayment

made

this Act

18.56. -



rroposea amendment: to agenda item 310 bX Rodey

AS 18.56.100(b) 1i1s amended to read:
/
() Consistent with AS 18.56.090, the corporation may make
temporary and permanent loans from the housing development
fund, at such interest rate or rates as determined by the
corporation, and with such security for repayment as is
necessary and practicable, to

(X1) DEFRAY DEVELOPMENT COSTS OF SPONSORS BUILDERS, AND
DEVELOPERS OF RESIDENTIAL HOUSING;

(2) PROVIDE TO PERSONS OF LOWER AND MODERATE INCOME WHO
ARE APPLYING FOR MORTGAGES, THE AMOUNTS REQUIRED TO MAKE
DOWN PAYMENTS AND PAY CLOSING COSTS AND TO HOUSING OWNERS
THE AMOUNTS APPLIED FOR PARTIAL RENTAL PAYMENTS AND MORTGAGE
INTEREST PAYMENTS UNDER AS 18.56.090(4); oOR

(3)) purchase, make, or participate in the making of
mortgage [AND CONSTRUCTION) loans which are not federally
insured or guaranteed to —gpeneore—bU”d-erSj—purehase-l’S
&ftd gcvelope-a of- -hind ercvelopmc- tAbr residential housing,
if the corporation determines that such loans are not other —
wise available, wholly or ;>n part, from privateelenders
upon reasonably equivalent _.terms anc conditions.

As 18 .56.100"(c) is amended to read:

(c) To the credit of the housing development fund shall be
deposited

(1) grants and contributions to the fund [AND THE PROCEEDS
OF SALE OF FUND NOTES); and

(2) all receipts of the corporation on account of repayment
of or sale or other disposition of the security for any loans
made under (b) of this section.

cl6 Z
ce

s-u .voo {<) X
(a) There 1is created a [SPECIAL REVOLVING LOAN FUND TO BE _KNOWN AS
"] housing develpment fund 1") to be administered as a trust fund
separate and distinct froma any other money or funds administered b:

the corporation.



AS 18.56.100(b) 1is amended to read:

/
(b) Consistent with AS 18.56.090, the corporation may make

temporary and permanent loans from the housing development
fund, at such interest rate or rates as determined by the
corporation, and with such security for repayment as 1is
necessary and practicable, to

[11) DEFRAY DEVELOPMENT COSTS OF SPONSORS, BUILDERS, AND
DEVELOPERS OF RESIDENTIAL HOUSING;

(2) PROVIDE TO PERSONS OF LOWER AND MODERATE INCOME WHO
ARE APPLYING FOR MORTGAGES, THE AMOUNTS REQUIRED TO MAKE
DOWN PAYMENTS AND PAY CLOSING COSTS AND TO HOUSING OWNERS
THE AMOUNTS APPLIED FOR PARTIAL RENTAL PAYMENTS AND MORTGAGE
INTEREST PAYMENTS UNDER AS 18.56.090(4); OR

~for N

(3)] purchase, make, or participate in the making of
mortgage [AND CONSTRUCTION] loans/lwhich are not federally
insured or guaranteedpto sponsors, builders, purchasers
and developers of land development or residential housing""]
if the corporation determines that such loans are not other —
wise available, wholly or in part, from private Ilenders
upon reasonably equivalent terms and conditions.

AS 18.56.100(c) 1is amended to read:

(c) To the credit of the housing development fund shall be
deposited

(1) grants and contributions to the fund [AND THE PROCEEDS
OF SALE OF FUND NOTES]; and

(2) all receipts of the corporation on account of repayment
of or sale or other disposition of the security for any loans
made under (b) of this section.

AS 18.56.100(e), (f), (g), (h), (i) and () are repealed
provided that fund notes heretofore 1issued in accordance

with these paragraphs are confirmed in all respects.



AGENDA ITEM. NO. 11

N< SSE gl 7N -
HCSSB 666(Fin) am H

A. Page 10, 1line 21:
After "(26 U.S.C. 103(A))"™ insert ", as amended, other than bonds that

constitute qualified veterans* mortgage bonds under (i) of this section,"

B. Page 11, 1lines 5 - 12:
Delete all material and 1insert the following:

a) If the money used to purchase a mortgage loan made to a veteran
under this section comes from an issue of bonds of the corporation
guaranteed by the state, each bond must be 1issued as part of an 1issue
substantially all of the proceeds of which are used to provide residences
for qualifying veterans. In this subsection a qualifying veteran 1is a
person who 1is a "qualified veteran" as the term is defined or may sub-—
sequently be defined under the Mortgage Subsidy Bond Tax Act of 1980

(26 U.S.C. 103(A)), as amended.



\

Amend subparagraph (»~ , lines 5 to 12, page Il, HCSSB 666 (Fin) bjo
Ii as follows:

) IfT the money used to purchase a mortgage loan made to a
veteran wunder this section comes from an 1issue of bonds of the
corporation guaranteed by the state eaoh bond® must be Issued as
part of an issue substantially all of the proceeds of which are
UScd toprovide residences for veterans. As wused in this sub-—
section a Qualifying veteran 1is a person who served on active
duty In the United States military service., and whowasdischarg—
ed or released under conditions other than dishonorable or a per~
son who 1is a Qualified veteran as tho torra may be otherwise de—
fined .rnder the Mortgage Subsidy Bond Tax Act of 1980. [OR BE
J.SSUhJ.) IN SUCH OTHER BANNER THAT HAY BE NECESSARY TO INSURE THAT
THE BOND IS A "QUALIFIED VETERANT™S MORTGAGE KOND™ UNDER THE
MORTGAGE SUBSIDY BOND TAX ACT OF 1?2p0 (26 U.S.C. 103(A)), AS

AMENDED . ]

/ JHFC.



Delete lines 13-15 page 11



X/<s:m /]

Amendment // \] I ‘J

Sec. 22: (a) The interest rate on a mortgage loan purchased from the
proceeds of bonds that are exempt from taxation is equal to the rate for
loans to other borrowers under the appropriate provisions of

AS 28.56.098(g).- A higher or lower interest rate shall be established
on the entire loan amount 1if required undfr the Mortgage Subsidy Bond

Tax Act of 1980.

(6) Delete 18.56.098(g)(6).



AGENDA ITEM NO. 12

HCSSB 666(Fin) am H

12, lines 14 - 17s

Delete underlined material and insert the following:

"The corporation may issue state guaranteed bond notes in anticipation
of the sale of atate guaranteed bonds to be issued under this chapter.
State ftuaranteed bond anticipation notes are guaranteed as to principal

and interest by the 3tate and secured by the full faith, credit and re-

sources of the state.”



Amendment I

Section 24. Delete last sentence, (page 12, begins on line 14, ends

line 17)

p /LCee# ™



HCSSB

Page

Page

666 (Fin)
12, 1line
Delete "and
12, line

Delete "and

am

21:

24:

H

at the

at the

AGENDA

price" and

price™

ITEM NO.

insert:

13

"[AND AT THE PRICE]"



Amendment it

t'J H o
Add new section to read: )
AS 18.56.098 is amended by adding a new subsection to read:

() In this section and in AS 18.572.099, an individual who owns

and occupies more than one residence shall declare which residence 1is
the individual®s principal residence for meeting the owner-occupied

requirement of the special loan purchase program.



Amendment \ S
by the Conference Committee on 1-iCSSB 666 (Fin) am H

Adopted May 10, 1982

Page 9, after |line 4:

Insert anew section to read:
* Sec. . AS18.56.096 1is amended by adding a new paragraph to read:
(3) a mortgage loan for the construction of new housir
for the improvement or rehabilitation of existing housing, unless the
construction, improvement, or rehabilitation work is performed by a

contractor who 1is registered to work as a contractor under AS 08.18;
this paragraph does not apply if the construction, 1improvement, or
rehabilitation work

(A) is totally or substantially performed by the

borrower;

(B) is performed by a borrower who acts as the contrac—
tor for the construction, improvement, or rehabilitation work; or
() is performed in an area designated by the <corpora-—

tion as exempt from the requirements of this paragraph because of

the unavailability of registered contractors 1in that area.






Amendment #

Sec. 17 of the bill, modify to read as follows:

page 9, line 3. After the WOrd "markets," delete the period and add
provided that, however, the corporation may not®-(l) subject 1its
12+ - 1 n
general assets to the laws of any foreign government,
(2) make any investments or incur any liabilities in a currency

other than United States currency,

(3) conduct any meetings of the corporation outside of the state

N N ) ) or

Alaska without written authorization of the governor,, arH*
(4) conduct any official business other than by electronic media

outside of the United States without written authorization of the

governor."

of



AGENDA ITEM NO. 16

HCSSB 666(Fin) am H

Page 8, line 29:

After "section;" insert or
Page 9, lines 1 - 3:
t *
Delete or (7) do anything otherwise necessary to facilitate access
to international capital markets™ ** N
Insert "In exercising a power under this section,- the corporation may

not subject its assets to risk of loss through foreign currency

exchange."



Amend HCS for SB No. 666 (Finance) am H
Page 0, lines 2 and 3

Delete clause number (7)
Add a new sentence

In exercising a power under this section, the corporation may not
subject its assets to foreign currency exchange risks.



«
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18.56. 088
mortgage

The
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Corporation shall adopt

establish

loan?*
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regulations

conuaitnent procedure for the
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* Sec. AA. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.151. ADMINISTRATIVE PROCEDURE. Except for AS 44.-
62.310 and 44.62.312, regarding public meetings, and except for AS
44_.62.320(a), regarding legislative review of regulations, the pro—
visions of the Administrative Procedure Act regarding the adoption
of regulations (AS 44.62.040 - 44.62.320) do not apply to the auth—
ority. The authority shall make available to members of the public
copies of the regulations adopted under AS 44.88.151(b) - (e).
Within 45 days after adoption of a regulation under AS 44.88.151-
() - (e), the chairman of the authority shall submit the regulation
adopted to the chairman of the Administrative Regulation Review Com—
mittee under AS 24.20.400 - 24.20.460.

(b) The authority may adopt regulations under this section by
motion or by resolution or in any other manner permitted by its by—
laws.

(c) The authority may adopt regulations to carry out the pur—
poses oi this chapter, and shall adopt regulations necessary for the
following purposes:

(1) determination of borrower eligibility;

(2) loan guidelines and terms including, but not limited
to, maximum loan amounts and required loan-to-value ratios, but ex—
cluding loan interest rates;

(3) characteristies of projects eligible for loans or pur—
chase of loans; and

(4) the qualifications of loan originators ar.d servicers
and the method of allocating amounts available for the purchase of

loans.



()] Except as provided in AS 44.88.151(e), at least 15 days
before the adoption, amendment or repeal of a regulation on a sub—
ject specified in AS 44.88.151(c), the authority shall give public
notice of the proposed action by publishing the notice in at least
three newpapers of general circulation in the state and by mailing a
copy of the notice to every person who has filed with the authority
a request for notice of proposed regulations. The public notice
must include a statement of the time, place and nature of the pro—
ceedings for the adoption, amendment or repeal of the regulation and
must include an informative summary of the subject of the proposed
action. On the date and at the time and place designated in the
notice, the authority shall give each interested person or In's auth—
orized representative, or both, the opportunity to present state—
ments, arguments or contentions orally or in writing and shall give
members of the public an opportunity to present oral statements,
arguments or contentions for a total period of at least one hour.

The authority ~>hall consider all relevant matter presented to it
oefore taking the proposed action on the regulation. At a hearing
under this subsection, the authority may continue or postpone the
hearing to a time and place determined by the authority and an—
nounced at the hearing before taking the action to continue or post—
pone the hearing. A regulation adopted, amended or repealed by the
authority may vary from the informative summary specified in this
subsection if the subject matter of the action taken on the regula—
tion remains the same and if the original notice of the proposed
action was written so as to assure that members of the public are

reasonably notified of the subject matter of the proposed action in

order for them to determine whether their interests could be affect-



ed by the authority®s proposed action on that subject.

(e) The adoption, amendment or repeal of a regulation on a
subject specified in AS 44.88.151(c) may be made as an emergency
regulation if, in its order of adoption, the authority states the
facts constituting the emergency and makes a finding that the adop—
tion of the regulation is necessary for the immediate preservation
of the orderly operation of the authority®s loan and bonding pro—
grams. The requirements of AS 44.88.151(d) do not apply to the
initial adoption of an emergency regulation covering a subject spe—
cified in AS 44.88.151(c); however, upon adoption of an emergency
regulation under this subsection, the authority shall, within 10
days after that adoption, publish notice of the adoption in accord—
ance with the notice precedures speficied in AS 44.88.151(d). No
emergency regulation adopted under this subsection shall remain in
effect for more than 120 days unless, prior to the expiration of
that period, the authority adopts that regulation a permanent regu—
lation in accordance with the procedures specified in AS 44.88.-
151(d).

() A regulation adopted under AS 44.88.151(b) - (e) becomes
effective immediately upon its adoption by the authority or at such
other time as specified by the authority in its order of adoption.
Sec. IBB. AS 44.88.159(a) 1is amended to read:

@) The interest rate on a loan financed from the proceeds of
tax-exempt bonds or expected [EXCEPTED] by the authority to be fi—
nanced from the proceeds of tax-exempt bonds is equal to the cost of
funds to the authority. In this subsection "cost of funds" means

the true interest cost expressed as a rate on tax-exempt bonds of

the authority plus an additional percentage as determined by the



authority to represent the allocable expenses of operation, costs of

issuance, and loan servicing.

* Sec. (IC. AS 44.88.165 is amended to read:

Sec. 44.88.165. DELINQUENT LOANS. If more than two percent of
the total outstanding balance of loans purchased from a financial
institution under this chapter becomes delinquent for 90 days or
more, the authority shall discontinue purchasing loans for which it
has not already made a purchase commitment from that financial in—
stitution until the delinquency 1is reduced to less than two percent.

* Sec. DD. (@ In addition to the findings and declarations in AS
44.88.010, the legislature finds, determines and declares N
(1) that there exists in the state a serious shortage of de—
cent, safe and sanitary multifamily housing units, and that this shortage
is inimical to tne safety, health, welfare and prosperityof the resi—
dents of the state and to the sound growth of communitiesin the state;
ana
(2) that it is necessary to give the authority the power to
provide a means for financing additional multi family housing projects in
the state.

(b) In addition to ".he purposes specified in AS 44.88.070, the pur—
pose of the Authority is also to promote, develop and maintain an ade—
quate supply of decent, safe and sanitary multi family housing projects
during times of shortage of such projects in the state, by providing
various means of financing and facilitating the financing ofmultifamily
housing projects in the state.

(©) In adoition to the powers conferred on the Authority under AS

44.88.080 and its other powers, the Authority has the following powers:



(1) to make loans and to participate in the making of loans, in
conjunction with other lenders, the Alaska State Housing Authority or an
Alaskan municipality, to assist in the financing of multi family housing
projects;

>

GDFJQLown a multi family housing project with sponsors, devel-
opers, builders or other persons or to own a multi family housing project
alone, for the purpose of maintaining a security interest in that multi -
family housing project;

(3 to borrow money, to issue its bonds and to provide security
for bonds it issues in connection with the financing of multifamily hous—
ing projects, except that the Authority shall not issue bonds for the
construction financing for a multi family housing project unless vhe bonds
are, in its opinion, adequately secured by a letter of credit or equiva—
lent security;

(4) to make loans and to participate in the making of loans
from the proceeds of tax-exempt bends for a multi family housing project
at any interest rate o.termined or agreed to by the authority;

(5) to acquire, cell or otherwise dispose of an interest in a
multifamily housing project as necescary or appropriate to provide finan—
cing for the housing project;

(6) to enter into agreements with respect to a multifamily
hf.sing project on terms rrd conditions that the Authority considers ad-
vi sable;

|7) to assise private lenders, the Alaska State Housing Author—
ity and Alaskan municipalities to make loans to finance the costs of
multi family housing projects;

(8) to use the multi family housing loans security fund to

provide a loan loss reserve for loans purchased by the multifamily



housing loan account of the enterprise development fund.

(d With respect to the issuance of bonds to finance one or more C.
multi family housing projects, the Authority may waive or modify, as it v*
considers appropriate, the requirements of AS 44.88.090(e), anu 44.88.160 <56\

in order to facilitate the financing of that multi family housing.

(e) The provisions of AS 44.88.105(f) do not apply to capital
reserve funds established to secure bonds issued to finance one or more "X
multifamily housing projects. IXc,

() There is established in the enterprise development fund a
multi family housing loan account, consisting of money and other assets of
the enterprise development fund which the Authority deposits into it;
however, the Authority shall not deposit into the multifamily housing
loan account any proceeds from the sale of bonds of the Authority. The
multifamily housing loan account shall be used only to purchase loans for
multifainily housing projects. Notwithstanding the provisions of AS 44.-
88.155(d), a loan purchased by the Authority for the multi family housing
loan account

() may not be for a term longer than 30 years from the date
the loan 1is made;

(2 shall be secured as to repayment by a mortgage or other
security instrument in the manner the Authority determines is feasible to
assure timely repayment under a loan agreement entered into witn the bor—
rower; and such a mortgage or other security instrument shall constitute
a first lien against the multifamily housing project, except that it may
be subordinated by the Authority to a loan made directly or indirectly
with the proceeds of a sale of bonds by the Authority, by the Alaska

State Housing Authority or by an Alaskan municipality during the time

when the loan from such proceeds is outstanding, and may be subordinated



to a loan to refinance such a loan, as the Authority considers appropri—
ate;

(3) shall provide for a schedule of payments of principal and
interest satisfactory to the Authority, which may include (without limit—
ation) deferrals or reductions of payments, variable payments, balloon
payments, sharing in eqyjfcy appreciation and other arrangements;

(4) shall be in the form and contain the terms and provisions
with respect to insurance, repairs, alterations, payment of taxes and
assessments, default reserves, delinquency charges, default remedies,
acceleration of maturity, secondary liens and other matters as the Auth—
ority prescribes.

(@ The interest rate on a loan for on™ or more multi family housing
projects financed from the proceeds of tax-exempt bonds or expected by
the Authority to be financed from the proceeds of tax-exempt bonds may be
at a higher CI lower rate, as the Authority considers appropriate, than
the cost of funds as defined in AS 44.88.159(a) with respect to that loan.

(h) The multi family housing loans security fund is established in
the Authority.

(¢)) The muitifamily housing loans security fund consists of
money and assets appropriated or transferred to it, the income produced
from its investments and holdings, and such deposits a> the Authority may
make from repayments of multifamily housing loans purchased by the multi—
family housing loan account of the enterprise development fund. The pur—
pose of the multi family housing loans securit™ fund is to provide a loan
loss reserve for the enterprise development fund for multi family housing
loans made by the Authority from the multi family housing loan account of

the enterprise development fund.



(2) The Authority may establish in the multifamily housing
loans security fund separate accounts for one or more multi family housing
loans, as it finds appropriate, and may establish other accounts as it
considers appropriate.

(3) Money and other assets of the multi family housing loans
security fund shall be held and invested by the Authority at competitive
national market rates in the types of investments described in AS 37.10.-
070(a).

(4) The multi family housing loans security fund is not a gen—
eral asset of the Authority and shall not be pledged or committed in any
way except to provide a loan loss reserve for the enterprise development
fund for multifamily housing loans made by the Authority from the multi—
family housing loan account of the enterprise development fund.

() If a multifamily housing loan from the multifamily housing
loan account of the enterprise development fund of the Authority is not
fully repaid, including accrued interest, and is not fully satisified
after the exercise of such security as the Authority may have required
under (f)(2) of this section, the executive director of the Authority
shall certify in writing as to those facts. Upon such certification, an
amount equal to the unpaid balance, accrued interest and costs attribut—
able to that loan shall be paid over fror the multi family housing loans
security fund to the enterprise development fund of the Authority, or if
the balance in the multi family housing loans security fund is less than
the amount of the unpaid balance, accrued interest and costs attributable
to that loan, the remaining balance of the multi family housing loans
security fund shall be paid over to the enterprise development fund of

the Authority. The Authority shall, for purposes of (6) of this sub—

section, consider such a loan fully discnarged upon payment from the



multi family housing loans security fund to the enterprise development
fund under this subsection.

®) No later than 60 days after all multi family housing loans
have been discharged (or are considered discharged under (5) of this sub—
section) which are made from the multi family housing loan account of the
enterprise development fund of the Authority, the balance, if any, re—
maining in the multi family housing loans security fund shall be trans—
ferred by the Authority to the General Fund of the State.

(i) In this section,

(1) "Authority” means the Alaska Industrial Development Author-
ity: v

(2 "multifamily housing project” means a specific building,
structure, work or improvement of five or more dwelling units, or a group
of such buildings, structures, works or improvements, the purpose of
which 1is primarily to provide rental dwelling accommodations and which
qualifies for tax-exempt financing under sec. 103 of the Internal Revenue
Code of 1954, as amended (26 U.S.C. &103), or sec. 11(b) of the National
Housing Act of 1937, as amended, and which i: originally financed before
January 1, 1984; "multifamily housing project” includes the acquisition,
construction or rehabilitation of land, buildings and improvements for
rental dwellings, accommodations and other facilities that may be inci—

dental or appurtenant to rental dwelling accommodations.

* Sec. XX. Section DD of thisAct is repealed.
* Sec. YY. Section XX of thisAct takes effect on the day after the
transfer of funds by the Alaska Industrial Development Authority to the

General Fund of the State is madepursuant to sec. DD(h)(6) of this Act,

or ° there are no funds available for such transfer, the sixty-first day



* Sec. . AS 44.88.180(a) 1is amended to read:

Ta’y No member of tbe authority may vote on a resolution of the
authority relating to a lease or contract to be entered into by the
authority under this chapter if he is a party to the lease or con—
tract or has a direct ownership interest or equity interest in a
firm, partnership, corporation or association which may be a party
to the contract or lease. [IF A PERSON MAY NOT VOTE BECUASE OF THIS
PROHIBITION. FOR ALL PURPOSES REGARDING ACTION OF THE AUTHORITY
RELATING TO ADOPTION OF THE RESOLUTION, THE POSITION OF THE PERSONS
AS A MEMBER SHALL BE TRANSFERRED TO THE FIRST ONE OF THE FOLLOWING
STATE OFFICERS WHO 1S NOT THEN ACTING AS A MEMBER AND WOULD NOT BE
PROHIBITED FROM VOTING ON THE RESOLUTION BECAUSE OF THE SAME PROHI—
BITION: COMMISSIONER OF ADMINISTRATION, ATTORNEY GENERAL, COMMIS—
SIONER OF REVENUE, COMMISSIONER OF HEALTH AND WELFARE, COMMISSIONER
OF LABOR, COMMISSIONER OF PUBLIC WORKS, COMMISSIONER OF PUBLIC
SAFETY.]



after all multifamily housing loans have been discharged (or are con—
sidered discharged under sec. DD(h)(5) of this Act) which are made from
the multi family housing loan account of the enterprise development fund

of the Alaska Industrial Development Authority.



Intent Language for Amendment #40/41 Proposed by Rodey

It is the intent of the legislature that AIDA not make a loan
or participate in the making of a loan to assist in the financing of
a multifamily housing project if that project would compete with
projects financed under a program sponsored by an Alaskan municipality,
unless it is with the consent of that Alaskan municipality.



*

An amendment to modify the structure of the AHFC Board of
Di rectors.

Section 1. AS 18.56.030(a) 1is amended to read:
(a) The <corporation shall be governed by a board of directors

consisting of .

(1) the commissioner of revenue Jand the commissioner of
commerce and economic development];

(2) one other member who 1B the head of the principal depart-,
ment of the executive branch of state government appointed by the
governor:

(3) three (TWO] public members appointed by the governorj_



Proposed amendment to Section 19 of SB 666 regarding the ratchet

Sec. 19. AS 18.56.098(g)(2) 1is amended to- read:

(2) The interest .rate on the first $90,000 of a mortgage

loan for a single-family or duplex residence, on the first
$105,000 of a mortgage loan for a triplex residence, and on the
first $140,000 of a mortgage loan for a four-plex residence
purchased with the proceeds of a second or subsequent issue

of taxable bonds of the corporation shall be determined as
follows:

(A) If the cost of funds of an issue of taxable bonds 1is
more than the cost of funds of the preceding 1issue of taxable
bonds, the interest rate shall be increased by an amount

equal to the difference between the costs of funds of the two
bond issues.

The proposed amendment would insert the following language
after "issues":

provided, however, that when the cost of funds 1is equal to
or less than the highest cost of funds of an issue of

taxable bonds sold during the prior fiscal year the interest
rate shall not be increased.



Amendment to Agenda Iltem #48

Proposed amendment to Sec.
Senate Bill No. 666 (Finance) amE

19 as written

by Rodey

in House CS for

(The proposed amendment

is underlined with a continuous

line;

the dashed underlining

iIs the amendment presently prooosed by HCS SB

666.)

*Sec. 19. A.S. 18.56.098(g)(2) 1is amended to read:
(2) The interest rate on the first "$90,000.00 of
a mortgage loan for a single-familv or duplex
residence, on the first $105,000.00 of a mortgage
loan for a triplex residence, and on. .the first
$140, 000. 00 of a mortgage Jloan for a>four-p.lex
residence purchased with the proceeds of a .-second
or subsequent 1issue of taxable bonds of the
corporation shall be determine. g as follows:

(A) IT the cost of funds of an issue of
taxable bonds 1isjno.re than the cost of funds
of the preceding issue of taxaole bonds, the
interest rate shall be increased by an
amount equal to the difference between the
cost of funds of the two bond 1issues!.]

provided, however, that when the cost

of funds 1is greater than 1/4 of one percent

above the previous cost of funds of an

issue of taxable bonds, the interest rate

shall not be increased more than 1/4

of or.e percent 1in any calendar quarter.
(Subsec. B) , (¢) and (D) are the same.)



Proposed amendment to Sec. 19 as written 1in House CS for
Senate Bill No. 666 (Finance) amH
(The proposed amendment is underlined with a continuous
line; the dashed underlining 1is the amendment to
AS.18.56.09(Cg)(2) by HCS SB 666.)
(2) The interest rate on the first $90,000 of
a mortgage loan for a single-family or duplex
residence, on the first $150,000.00 of a mortgage
loan for a triplex residence, and on the first
$1*10,000. 00 of a mortgage loan for a fo”r-plex
residence purchased with the proceeds oT a second
or “"ubsequent issue of taxable bonds of the
corporation shall be determined as follows:
(A) If the cost of funds of an 1issue of
taxable bonds 1is more than the cost of funds
of the preceding issue of taxable bonds, the
Interest rate shall be increased by an amount
equal to the difference between the cost of
funds of the two bond 1issues[.-] provided, how-—
ever, that during the period from July 1, 1982
to June 30, 1983J&eSX the Interest rate shall-
be Increased by an amount equal to the differ —
ence between the cost of funds of the two bond
Issues up to a maximum of one quarter percent
per issue of taxable bonds.
(Subsec. (B), (C) and (D) are the same.)



* Delete Section 23

* Add a new section to read:
including a fee schedule
AS 18.56.088(c)(5) establishment of a procedure”~for the individual
commitment of funds at a specific interest rate for a period not to
exceed one year.



riytvril

Amendment to AS 18.56.098(g)(2)A modifying the ratchet:

(A) If the cost of funds of an issue of taxable bonds 1is

more than the cost of funds of the preceding 1issue of taxable V.

bonds, the interest rate shall be 1increased by an amount \

equal to the lesser of (1) the difference between the cost of

funds of the two bond issues (.); or; (2) if the difference

between the cost of funds and the 1interest rate 1is equal

to or less than 5.75 percent, an amount equal to the difference

between the cost of funds of the two bond issues up to a

maximum of one quarter percent per 1issue of taxable bonds;

or (3) if the difference between the cost of funds and the

interest rate 1is greater than 5.75 percent, an amount equal to

the excess over 5.75 percent.

5-

\p



Froposed Amendment Ko. 1V 78 "<2-

by Conference Conmittee on HCSSB 666 (Fin) an H

Page 19, after Iline 27:
Insert a new section to read:

* Sec. - Kotwithst2nding the provisions of AS 1S5.56.098(g)(2), the
interest rate on the state-subsidized portion of a mortgage 1loan purchased by
the Alaska Housing Finance Corporation under the special mortgage 1loan

»

purchase program (AS 18.56.C98) may not 1increase more than one-half percent
after each applicable issue of taxable bonds up to a maximum increase of one
percent during the period between the effective date of this Act anc July 1,

83. However, if the application of this section would result ir; a differ —
ence between the interest rate and the cost of funds, as that term; is defined
in AT 18.56.09S(g)(7)(A), of more than five and three-quarters percent, tbe
interest rate shall increase instead to a rate that reduces the difference

between the interest rate and the cost of funds to five and three-quarters

percent.



Z)

Proposed amendment to Sec. 19 as written in
House CS for Senate Bill No. 666 (Finance) amH

(The proposed amendment to AS 18.56.098(a)(2)(A
underlined with a continuous line.)

() IT the cost of funds of an issue of taxable
bonds is more than the cost of funds of the
preceding issue of taxable bonds, the interest
rate shall be increased by an amount equal to
the difference between the cost of funds of the
two bond issues[.] provided, however, that if
the difference between the cost of funds and the
interest rate is equal to or less than 5.75
percent the interest rate during the period

from July 1, 1982 to June 30, 1983, shall be
increased by an amount equal to the difference
between the cost of funds of the two bond

issues up to a maximum of one quarter percent

(Subsec. (), () and (D) are the same.)



Ame ndroent 2T ~=b
by the Conference Committee on HCSSB 666(Fin) am H
Adopted May 10, 1982

Page 7, line 25:

After "state" 1insert , other than 1in an area where the division of

housing assistance has a loan office"



Proposed Addition to HCS for SE 666 (Finance)

Sec. 18.55.170. CREDIT OF .STATE NOT PLEDGED; (@ Ob-

iBBucd wunder the provisions of this chapter, except
uaranteed bonds,do not constitute a debt, _."liability or

0? the state or of any political, subdivision of the

or a pledge of the faith and credit of the state or of any
lihical subdivision but are payable solely from the reven-
asaests of the coporation. Each obligation issued under
chapter, except a state guaranteed bond, shall contain on
face a statement that the corporation 1is not obligated to pay
nor the 1interest on it except from the revenues or assets
ged for it and that neither Tfaith and credit nor tbe taxing
of the state or of any political subdivision of the state

edged to the payment of the principal of or the iInterest on
obligation.

(0) Expenses 1incurred by the corporation in carrying

the provisions of this chapter are payable from funds pro-

under this chapter and no liability may be 1incurred by the
ation iIn excess ofthese funds. (G 1 ch 107 SLA 1971)



D

2)

3

4)

page 2, line 7* amend to read:

interest be the state"in-"-the principal amount of not more than $300,000,000
[$400,000,000]

page 2, line 19: amend to read:

[$400,000,000] $300,000,000 of its revenue bonds that are unconditionally
guaranteed as to

page 3, line 5: amend to read:
Mortgage Bonds [$400,000,000] $300,000,000
page 3, line 10: amend to read:

principal amount of not more than [$400,000,000] $300,000,000 for



Amendment No.

TO: HCSSB 666(Fin) am H
Page 4, line 7:
Delete "AS 16.10.300 - 16.10.370" and
Page 4, line 28 through page 5, line 4:
Delete all material
Page 5, line 5:
Delete "(2)" and insert "(1)"
Page 5, line 6:
Delete "(3)" and insert "(2)"
Page 5, line 7
Delete "(4) may"™ and 1insert "(3) shall™
Page 5, line 9:
Delete "(5)" and 1insert "(4)"
Delete "75"™ and insert "90"
Page 5, lines 14 23:
Delete all material and insert the
n X Sec. 10. AS 16. 10.320(a) is repealed

insert

following:

and

"AS 16,

10.310(a)(1)(B)"

reenacted to read:



Page

Page

Page

Page

Page

Page

(d) Loans made to a borrower under AS .16.10.310(Ca)(1)(A) may not
exceed a total of $300,000. Loans made to a borrower under AS 16.10.-
310(a)(1)(B) or (C) may not exceed a total of $100,000. A loan to an

associate of the borrower 1is considered to be a loan to the borrower.

6, line 6:

Delete "AS 16.20.320(e)", and insert "AS 16.10.320(e)"

6, line 12:

Delete "(a)(1)" and 1insert " (d) [(a)(1l)]"

6, line 20:

Delete "75" and 1insert "90 [75]"

6, line 23:

Delete "granted™ and insert "made [GRANTED]"

6, line 24:
Delete "AS 16.10.333(a)" and insert "AS 16.10.310(Ca)(1)(A) and (B)

[AS 16.10.333(a)]"

6, line 27 through page 7, line 7:
Delete all material and insert a new section to read:

Sec. 13. AS 16.10.320 1is amended by adding new subsections to read:
(h) A loan for an entry permit under AS 16.10.310(Ca)(1)(B) may
be made for up to 100 percent of the appraised value of the collateral
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used to secure the 1loan if the borrower demonstrates that (1) he has
at least three years of experience as a commercial fisherman 1in the
fishery to which the entry permit applies; and (2) he has not owned an
Alaska Ilimited entry permit in the year 1immediately preceding the
application for the loan. In this subsection "three years of experi—
ence as a commercial fisherman 1in the fishery"”™ means that for an
accumulated total of three fishing seasons in the same fishery the
borrower has actively participated 1in the commercial harvest of fish
under the direction of a limited entry permit holder.

(i) If a loan is made to a borrower under AS 16.10.310(Ca)(1)(A),
a subsequent Jloan may not be made to the borrower or an associate of
the borrower under AS 16.10.310Ca)(1)(B) or (C). If a loan is made to
a borrower under AS 16.10.310(a)(1)(B) or (C), a subsequent 1loan may
be made to the borrower or an associate of the borrower under AS 16.-
10.310(a)(1)(A) if the total of the loans received by the borrower or

the associate under AS 16.10.310 does not exceed $300,000.

Page 19, line 18:

Delete "16.10.560 - 16.10.720" and insert "16.10.650 - 16.10.720"

Page 19, after 1line 27 insert new bill sections to read:

* Sec. 50. All assets of the fishermen®s mortgage and note fund (AS 16.-
10.650) are transferred to the commercial fishing revolving 1loan fund

(AS 16.10.340). Repayments of principal and interest on Jloans made from
the fishermen®"smortgage and note fund shall be deposited into the commer-
Anjal Ffishing revolving loan fund by the commissioner of the Department of
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Commerce and Economic Development as they are received.
* Sec. 51. A borrower who receives a loan before the effective date of
this Act under AS 16.10.650 - 16.10.720 may receive a loan under

(1) AS 16.10.310(Ca)(1)(A) after the effective date of this Act
if the total of the loans received by the borrower under AS16.10.650 -
16.10.720 and AS 16.10.310(Ca)(1)(A) does not exceed $300,000;

(2) AS 16.10.310(Ca)(1)(B) or (C) if the total of the loans
received by the borrower under AS 16.10.650 - 16.10.720 and AS 16.10.310(a)-
(1)(B) or (C) does not exceed $100,000.

* Sec. 52. A borrower who receives a loan under AS 16.10.310 before the
effectivedate of this Act may receive a loan under

(1) AS 16.10.310(a)(1)(B) or (C) after the effective date of
kis Act if the total of the loans received by the borrower under AS 16.10.-
310 before the effective date of this Act and AS 16.10.310(Ca)(1)(B) or (C)
after the effective date of this Act does not exceed $100,000;

(2) AS 16.10.310(a)(1)(A) after the effective date of this Act

if the total of the loans received under AS 16.10.310 beforethe effective

date of this Act and AS 16.10.310(Ca)(1)(A) after the effective date of this

Act does not exceed $300,000.

* Sec. 53. Notwithstanding AS 16.10.320(i) and secs. 51 and52 of this

Act the total of all loans that a borrower receives under (1) AS 16.10.650

16.10.720; (2) AS 16.10.310 before the effective date of this Act; and (3)

AS16.10.310 after the effective date of thisAct, may not exceed $300,000.

* Sec. 54. In secs. 51 - 53 of ¢this Act a loan to ar associate of a
borrower is considered to be a loan to the borrower. In this section
Associate of a borrov7er”™ has the same meaning set out under AS 16. 10.320(d).
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Page

19, line 28:

Change

"Sec.

50"

to

"Sec.

55"



Proposed amendment to SB 666:

Repeal AS 16.10.337 (©

Sec. 16.10.337. Deficiencies and transfer ofentry permits after
foreclosure, (a) Upon a foreclosure on-an entry permit as provided in
AS 16.10.335, the commissioner shall offer the commission a right of
first refusal if the permit is subject to a buy-back program under AS
16.43.290 — 16.43.330 at a price equal to the amount outstanding on
the note plus any costs the department directly incurred in adminis-
tering the loan.

(b) Ifthe commission does not exercise its right offirst refusal within
30 days after it receives the offer, or if the permit is not subject to a
buy-back program under AS 16.43.290 — 16.43.330, the department
shall promptly notify the debtor of this fact. The debtor has 30 days
from the postmark date of the notice to nominate a person qualified to
assume vhe note. The person nominated must qualify under the
requirements of AS 16.10.333(a). If qualified, he may assume all rights
and liabilities of the original debtor.

(c) Ifthe debtor is unable to nominate a qualified person o0 assume
the note under fb) of this section, the permit must be made available
to a qualified person, chosen as provided in this section, who must
assume the note subject to all rights and liabilities of the original
debtor. The commission shall provide the commissioner with a list of
persons chosen by lottery who qualify as transferees of entry permits
under AS 16.43.010 — 16.43.380 and regulations adopted by the com-
mission and who have met the residency and commercial fishing par-
ticipation requirements of AS 16.'0.310(a). The commissioner then
shall determine, in order of presentation, any remaining qualifications.
The commissioner shall allow the first applicant meeting all
qualifications to assume the note.

(d) Nothing in this section affects the right of the commissioner to
institute legal action for a deficiency resulting from a default on a note
given under AS 16.10.333. In addition to any deficiency, the debtor is
liable for the costs of administering the note nnd for costs and attorney
fees. (8 4 ch 83 SLA 1978)



Amendment JL MSI Assecr

by the Conference Committee on HCSSB 666 (Fin) am H
Adopted May 10, 1982 I ‘o
Page 16, after 1line 7, insert new sections to read:
* Sec. . AS 44 _47_.460(h) isamended to read:
(b) The director may execute service agreements with private
lending institutions or with regional native housing authorities estab—

lished under AS 18.55.996 to service loans originated by the division

or lo~ns originated under AS 18.55.997. |
* Sec. . AS 44_.47.460(c) isamended to read:
(c) Under the servicing agreement, the private financial 1institu—

tion or the regional native housing authority shall administer the

loan and may charge the division a negotiated origination or servicing

fee on the division®s share of the loan. When appropriate, the private

financial institution or the regional native housing authority nay

also charge the borrower a reasonable originator fee not to exceed one

percent.
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Original sponsor: Rules/Governor Offered: 3/17/82

Referred: Finance

BY THE LABOR AND

Ilj the house commerce committee
CS FOR HOUSE BILL NO. 694 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE - SECOND SESSION

A BILL
For an Act entitled: "An Act relating to the Alaska Municipal Bond Bank
Authority; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.25.120 is amended by adding a new paragraph t:0 read:
(20) employees and agents, other than the executive secretary
and legal <counsel, of the Alaska Municipal Bond Bank Authority.
* Sec. 2. AS 44.85.070 is amended to read:

Sec. 44.85.070. STAFF. The bond bank authority shall employ an
executive secretary who may with the approval of the bond bank authority
select and employ additional staff as necessary. Employees and agents of
the bond bank authority other than legal counsel and the executive sec—
retary are in the partially exempt (CLASSIFIED] service under AS 39.25.
In addition to its staff of regular employees, the bond bank authority
may contract for and engage the services of the bond counsel, consul —
tants, experts, and financial advisors the bond bank authority considers
necessary for the purpose of developing Information, or conducting
studies, investigations, hearings or other proceedings.

* Sec. 3. AS 44.85.100(b) 1is amended to read:

(b) The bond bank authority shall 1include in the report required
by (a) of this section an estimate of the amount of revenue bonds of the
bond bank authority to be 1issued during the fiscal year following the

fiscal year in which the report 1is submitted (12-MONTH PERIOD], The bom
bank authority may not issue revenue bondsx other than refunding bondsx

in excess of $50,000,000 during any 12-month period beginning after
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16

17

18

19

s

23

24

25

27

28

29

June 30, 1981, unless the legislature, by law, approves the estimate
required by this subsection for that 12-month period.
Sec. 4. AS 44.85 1is amended by adding a new section to read:

Sec. 44.85.165. MUNICIPAL BOND BANK REVOLVINC LOAN FUND ESTAB-—

LISHED. There 1is established in the Department of Revenue a municipal
bond bank revolving loan fund. The municipal bond bank revolving loan
fund consists of money appropriated to it by the legislature. Principal

payments on a loan nmue under this section shall be returned to the bond
bank revolving 1loan fund. Interest payments on a loan made under this
section shall be transferred to the general fund as provided by AS 37.-
10.050 - 37.10.060. The bond bank authority may make loans to munici—
palities from the municipal bond bank revolving Jloan fund. A loan made
under this section

(1) may be used only for

(A) expenditures authorized to be paid from revenues of
amunicipal bond issue 1if the bonds have been authorizedas re—
quired by law but havenot been sold;

(B) expenditures authorized under a grant from the state
or federal government made after the grant is authorized but before
it is received; or

©) expenditures authorized by a T?iInicipal governing
body in anticipation of tax revenues expected to be received during
the period of the loan;

(2) shall be fora period of one year or less;
3) may not exceed an amount that, when added tothe bor—
rower®"s outstanding aggregate municipal bond bank revolving loan fund

balance, totals $1,000,000; and
(4) shall bear interest at a rate that 1is approved by the

bond bank authority by resolution and that is not less than the market
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rate the authority would have to pay at the time of the loan for notes

issued for a similar purpose.
* Sec. 5. AS 44.85.180(c) is amended to read:
(c) Notwithstanding the provisions of (a) nnd (b) of this section,
the total amount of bond bank authority bonds and notes outstanding at
any one time, except bonds or notes 1issued to fund or refund bonds or
notes, may not exceed $200,00P,000 [$150,000,000].
* Sec. 6. This Act takes effect immediately in accordance with AS 01.10.-

070(c).
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Offered: 4/19/82

Referred: Rules
Driginal sponsor: Kerttula by request
1IN THE SENATE BY THE FINANCE COMMITTEE
2 CS FOR SENATE BILL NO. 697 (Finance)
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 TWELFTH LEGISLATURE - SECOND SESSION
5 A BILL
6For an Act entitled: "An Act establishing the Alaska Resources Corporation
7 in place of the Alaska Renewable Resources Corporation
8 (AS 37.12): and providing for an effective date."

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

0 * Section 1. AS 37.12.010 1is amended to read:

n Sec. 37.12.010. ALASKA (RENEWABLE] RESOURCES CORPORATION CREATED.
2 There 1is created the Alaska [RENEWABLE] Resources Corporation to carry
13 out the purposes of this chapter. The corporation is a public corpora—
1 tion of the state and an instrumentality of the state within the Depart—
15 ment of Commerce a;;d Economic Development [REVENUE], but has a legal

16 existence 1independent of and separate from the state. The exercise by
7 the corporation of the powers conferred by this chaptc : considered an
18 essential function of the state.

19 * Sec. 2. AS 37.12.015 is repealed and reenacted to ~

D Sec. 37.12.015. PURPOSES. The purposes of ti .orporation are to
A (1) facilitate the rehabilitation, enhanc. .nent, and development
2 of the Btate"s resources so as to strengthen and diversify the state
= economy:

24 (2) provide development capital for the establishment and
25 expansion of small enterprises 1in resource industries 1in the state in
26 ways that enhance private capital investment: and

2 3) strengthen and diversify the state®"s economy by the

28 establishment and expansion of small enterprises that are self-supporting
29 and that may

1 CSSB 697(Fin)



"KgBMmmm: " ~
1 (A) develop underutilized pi“ate resources and reduce the
2 state"s dependence on oil amd gas;
3 (B) reduce the seasonality of employment in the state;
4 ©) offer employment opportunities for unemployed state
5 residents;
6 (D) provide additional tax revenues to the state govern—
7 ment and to local governments;
8 (BE) increase exports from the state or reduce imports
9 into the state; or
10 (F) provide new products or services not previously
n available in the state.
r Sec. 3. AS 37.12 1is amended by adding a new section to read:
3 Sec. 37.12.022. DEVELOPMENT CAPITAL FUND. The development capital
14 fund is established 1in the corporation, consisting of money or assets
i5n apnropriated or transferred to the corporation, and payments of princi—
16 pal and interest on loa s and equity investments made by uhe corporation
r The fund shall be used to finance projects that qualify for assistance
18 under this chapter, and to pay the operating expenses of the corporation
» If money remains in the development fund after financing projects that
D qualify for assistance under this chapter and after paying the operating
24 expenses of the corporation, the money shall be invested by the corpora—
2 tion under AS 37.10.070(a)-
a Sec. 4. AS 37.12.025 is amended to read:
2 Sec. 37.12.025. BOARD OF DIRECTORS [TRUSTEES]. A board of direc—
% tors [TRUSTEES] of the corporation Is established as its governing body.
% Sec. 5. AS 37.12.030 1is repealed and reenacted to read:
& Sec. 37.12.030. COMPOSITION OF THE BOARD OF DIRECTORS. The board
28 consists of four members with business, lending, or investment experience
29 appointed by the governor and the commissioner of commerce and economic
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development or his designee. The board shall annually elect a chairman
from among its members.
Sec. 6. AS 37.12.035 is amended to read:

Sec. 37.12.035. TERM OF OFFICE. The members of the board [OF
TRUSTEES] shall be appointed for terms of four years, and they may be
reappointed. Terms of members appointed by the governor shall be stag-—
gered. The governor shall immediately appoint a member to fill a vacancy
in the membership of the board for the unexpired term [THE INITIAL TERMS
SHALL BE ONE MEMBER SERVING FOR TWO YEARS, ONE MEMBER SERVING FOR THREE
YEARS, AND ONE MEMBER SERVING FOR FOUR YEARS].

Sec. 7. AS 37.12.050 is amended to read:

Sec. 37.12.050. QUORUM AND TRANSACTION OF BUSINESS. () Three
[TWO] members of the board constitute a quorum for the transaction of
business and the exercise of the powers and duties of the board.

(b) The board may moot and transact business by electronic media
if (1) public notice of the time and locations where the meeting will
be held by electronic media has been given in the same manner as if the
meeting were held in a single location; (?) participants and members
of the public 1In attendance can hear and have the same right to partici—
pate in the meeting as if the meeting were conducted 1in person; and (3)
copies of pertinent reference materials, statutes, regulations, and
audio-visual materials are reasonably available to participants and to
the public. A meeting by electronic media as provided in this subsec-
tion has the same legal effect as a meeting in person.

Sec. 8. AS 37.12.U55 is repealed and reenacted to read:

Sec. 37.12.055. COMPENSATION OF BOARDMEMBERS. Members of the

board receive $200 for each day spent on official business of the corpor—

ation, and are entitled to per diem and travel expenses authorized by

law for state boards and commissions under AS 39.20.180.
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* Sec. 9. AS 37.12.060 1is repealed and reenacted to read:

Sec. 37.12.060. EXECUTIVE DIRECTOR; STAFF. (a) The board shall
employ an executive director to administer the corporation in accordance
with this chapter, and to perforn other duties that the board may pre—
scribe. The executive director serves at the pleasure of the board and
may not be a member of the board. The board determines the salary of
the executive director.

(b) The executive director may, with the approval of the board,
select and employ staff. The executive director and staff are in the
exempt service under AS 39.25.

Sec. 10. AS 37.12.065(a) 1is amended to read:

(a) Members of the board [OF TRUSTEES] are subject to the pro—
visions of AS 39.50.

Sec. 11. AS 37.12.070(11) 1is repeeled and reenacted to read:

(11) invest 1in projects that are economically viable and
or are expected to become income-producing by buying stock or other
equity, by purchasing secured and unsecured debt of any priority, and
debt with flexible repayment schedules and royalty and profit sharing
agreements, but investments may not be made at below market rateo;
Sec. 12. AS 37.12.075 is repealed and reenacted to read:

Sec. 37.12.075. DUTIES. In carrying out the purposes of this
chapter the board shall

(€D} provide financial assistance for resource projects that
the board finds will accomplish the purposes of the corporation as set
out in AS 37.12.015;

(2) keep minutes of each meeting of the board and send a

certified copy of the minutes to the governor and the Legislative Budget,
and Audit Committee;
(3) annually prepare long-range operating nnd financial plans
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and the budget for the next fiscal year*

(4) monitor approved projects for compliance with this chapter
and provide operational and performance evaluations of projects receiving
financial assistance;

L

(5) before an investment 1is made in a resource project by the
corporation, prepare written findings on the project that 1include a
consideration of the expectation of return from the project and«xthe rink
involved 1in undertaking the project.

* Sec. 13. AS 37.12.080(a)(2) is amended to read:

(2) use the financial mechanism most appropriate to the
conditions of the applicant and the proposed resource project and which
will most effectively utilize the funds available: [GRANTS MAY BE MADE
BY THE BOARD OF UP TO 90 PERCENT OF THE TOTAL PROJECT COSTS FOR THE
FOLLOWING PURPOSES:

A) PROJECTS FOR THE APPLIED RESEARCH AND DEVELOPMENT CF
PRODUCTS, TECHNOLOGIES, OR INNOVATIONS FOR THE REHABILITATION,
ENHANCEMENT, OR DEVELOPMENT OF THE STATE"S RENEWABLE RESOURCES;
(B) PROJECTS FOR THE DEMONSTRATION, ON A ONE-TIME BASIS,
OF THE ECONOMIC OR TECHNICAL FEASIBILITY OF A NEW PRODUCT, MARKET,
OR TECHNOLOGY INVOLVING A RENEWABLE RESOURCE; OR
«©) PROJECTS FOR THE REHABILITATION, ENHANCEMENT, OR
DEVELOPMENT OF A COMMON-PROPERTY RESOURCE WHERE THE BENEFITS FROM
THE PROJECT CANNOT BE CAPTURED BY ANY SINGLE ECONOMIC UNIT;)
* Sec, 14. AS 37.12.080(a) 1is amended by adding a newparagraph to read:

(5) require that 1if the corporation makes an equity invest—
ment it agrees to Btart divesting itself of the shares held within 10
years or before the end of the term of the loan, whichever occurs first.

* Sec. 15. AS 37.12.080(b)(1) 1is amended to read:
(¢D) invest or otherwise provide assistance of more than five
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percent of the resources of the corporation or $500,000 ($1,500,000],
whichever 1is less, in a single project or applicant [UNLESS THE LEGISLA-—
TURE HAS APPROVED THE INVESTMENT BY CONCURRENT RESOLUTION]!
Sec. 16. AS 37.12.080(b)(2) is repealed and reenacted to read:
(2) invest in or finance
(A) more than 49 percent of the combined equity and debt
obligation of an applicant!
(B) more than 49 percent of the voting shares of a re—
source project! or
©) more than 70 percent of the cost of a resource
project;
Sec. 17. AS 37.12.080(b)(3) is amended to rend:
3) make a loan for d period in excess of 30 years [UNLESS
THE LEGISLATURE HAS APPROVED THE LOAN BY CONCURRENT RESOLUTION];
Sec. 18. AS 37.12.C80(b)(5) 1is amended to read:
(5) provide funds to any state agency [UNLESSTHAT EXPENDI —
TURE IS INCLUDED IN THE CORPORATION®"S ANNUAL BUDGETI\
Sec. 19. AS 37.12.080(b)(6) 1is amended to read:
(6) make [ALLOCATE TO] grants [MORE THAN 10 PERCENT OF THE
ANNUAL APPROPRIATION OF THE CORPORATION].
Sec. 20. AS 37.12.080(b) 1is amended by adding a new paragraph to read:
@) make loans to provide short-term working capital.
Sec. 21. AS 37.12.090 1is repealed nnd reenactedto read:

Sec. 37.12.090. REPORTS AND PUBLICATIONS. () Thecorporation
shall publish an annual report by January 10 of each year for distrlbu-
tionito the governor, the legislature, and the public. The report shall
be written in easily understandable language, shall consider the assigned
duties of the corporation, and shall include

(¢D) a financial statement audited by an independent outside
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17

18

N R B

23

24

26

27

28

29

auditor ;

) a ctatement of the corporation®"s investments under this
chapter including an appraisal of rhe 1investments at market value;

(3) a description of corporation investment activity during
the period covered by the report;

(A) a comparison of the corporation®s performance with the
goals of the corporation;

(5) an overall financial plan describing the anticipated risk
and return on 1investment 1in the different categories of investment
undertaken;

(6) a summary of employment provided and of wages and state
and local taxes paid by resource projects invested in or assisted hy the
corporation; and

) any other 1information the members of the board believe
would be of interest to the governor, the legislature, and the public.

(b) The annual 1income statement and balance sheet of the corp. ra—
tion shall be published in at least one newspaper 1in each judicial
district.

(c) The corporation may publish other relevant reports.

Sec. 22. AS 37.12.095 1is repealed and reenacted to read?

Sec. 37.12.095. OPERATING BUDGET. The operating budget of the

corporation is subject to the Executive Budget Act (AS 37.07).
Sec. 23. AS 37.12.125(2) 1is amended to reads

(2) "board"” means the Board of Directors [TRUSTEES] of the

Alaska [RENEWABLE] Resources Corporation;
Sec. 24. AS 37.12.125(3) is amended to read:
(3) "corporation" means the Alaska [RENEWABLE] Resources

Corporation;

Sec. 25. AS 37.12.125(4) is amended to read:
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4) "project"™ means products, markets, innovation, or tech-—
nological developments for the rehabilitation, enhancement, or develop—
ment of [RENEWABLE] resources and includes applied research for those
products, markets, or technological developments;

Sec. 26. AS 37.12.125(5) 1is repealed and reenacted to read:

(5) "rehabilitation, enhancement and development” means an
activity that leads to an increase 1in the quality or productivity of a
resource, and to an increase 1in the benefits derived from the resource
for citizens of the state;

Sec. 27. AS 37.12.125(6) is repealed and reenacted to read:

(6) "resource" includes, but 1is not limited to fisheries,
agriculture, forest products, renewable energy, tourism, mining, basic
manufacturing and other industrial development; "resource" does not
include real estate development or retail sales or services.

Sec. 28. AS 37.12.125 is amended by adding a new paragraph to read:

@) "small enterprise” means a business enterprise with gross
sales revenue of $10,000,000 or 1less for its annual reporting period
ending immediately before an application to the corporation for financial
assistance; a new business enterprise that has not completed an annual
reporting period before an application but that anticipates 8ane revenue
of $10,000,000 or less in its first annual reporting period i- “mall
enterprise".

Sec. 29. AS 24.20.201(a)(9) 1is amended to read:

(9) hold public hearings on the confirmation of the members
of the Board of Trustees of the Alaska Permanent Fund Corporation [, AND
THE MEMBERS OF THE BOARD OF TRUSTEES OF THE ALASKA RENEWABLE RESOURCES
CORPORATION],

Sec. 30. AS 24.20.206(1) 1is amended to read:
(¢H) report to the legislature its recommendations relating to
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the confirmation of appointees to the Board of Trustees of the Alaska

2 Permanent Fund Corporation [AND THE BOARD OF TRUSTEES OF THE ALASKA

3 RENEWABLE RESOURCES CORPORATION];

4 * Sec. 31. AS 44.66.010(a)(7) 1is amended to reads

> (@) Alaska [RENEWABLE] Resources Corporation (AS 37.12.010) -m

6

June 30, 1992 [1982];

! * Sec. 32. AS 46.12.120(4) 1is amended to read:

8 4) in developing 1its programs, consult with the Alaska

9 Council on Science and Technology, the Alaska Power Authority, the

D Alaska [RENEWABLE] Resources Corporation, the division of energy and

1 power development of the Department of Commerce and Economic Develop—

L ment, the Department of Natural Resources, and the University of Alaska;

B the board shall meet with responsible officials and representatives of

“ these organizations and agencies at least twice each year;

1 * Sec. 33. The following laws are repealed: AS 37.12.020, 37.12.040,

1 37.12.070(12), and (14), 37.12.080(a)(1)(d), (a)(1)(G6) and (a)(3), 37.12.-

17
085(2), and 37.12.115.

18 * Sec. 34. The initial terms of members of the Board of Directors of the
Alaska Resources Corporation appointed by the governor under AS 37.12.030 as
amended in sec. S of this Act shall be one member serving one year, one

Z-member serving two years, one member serving three years, and one member

2serving four years. Initial members of the Board of Directors of the Alaska

% Resources Corporation shall be appointed within 30 days from the effective

* date of this Act. The Board of Trustees of the Alaska Renewable Resources

% Corporation serves as an interim Board of Directors of the Alaska Resources

2 Corporation until the initial Board of Directors of the Alaska Resources

* Corporation 1is appointed by the governor. The Board of Trustees of the

28

Alaska Renewable Resources Corporation is dissolved on appointment of the

29 jnitial Board of Directors of the Alaska Resources Corporation.
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1 * Sec. 35. The Alaska Renewable Resources Corporation is dissolved on the
2affective date of this Act.

3 * Sec. 36. All appropriations, records, equipment, and other assets,

4 liabilities, and obligations of the Alaska Renewable Resources Corporation

5 are transferred to the Alaska Resources Corporation on the effective date of
6 :his Act.

7 * Sec. 37. Employees of the Alaska Renewable Resources Corporation become
8amployees of the Alaska Resources Corporation on the effective date of this
9\ct.

0 * Sec, 38. The Tlimitation on financial assistance in AS 37.12.080(b) (1)
ﬂ-and (2) as amended in secs. 15 and 16 of this Act applies to financial assis—
]Ztance provided or commitments made under AS 37.12 after the effective date of
13 this Act.

14 * Sec. 39. This Act takes effect immediately in accordance with AS 01.10.-

15i'>70(c).
ie
17

18

N R

23
24

25

27
28

29
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LEGISLATIVE SUMMARY
Senator Arliss Sturgulewski

CSSB 697 "An Act establishing the Alaska Resources Corporation in place
(Finance) of the Alaska Renewable Resources Corporation (AS 37.12)"

Sec. 1 Changes the name by deleting the word renewable. Moves the
Corporation from the Department of Revenue to Commerce and
Economic Development.

Sec. 2 Purposes are to facilitate the rehabilitation, enhancement and
development of the state's resources to strengthen the state's
economy.

Sec. 3 A capital fund is established, consisting of transfers and
appropriations and payments on loans. The fund will pay ARC
operating expenses, will finance new projects and can be
invested.

Sec. A Changes from a board of trustees to a board of directors.

Sec. 5 Board of directors will consist of A members with business or
investment experience appointed by the governor, as well as
the Commissioner of Commerce and Economic Development. The
board annually elects a chair.

Sec. 6 Terms of the board members shall be for A years with the terms
staggered. Adds language that the governor shall appoint a
member to Ffill unexpired terms. Deletes the language of one
member serves 2 years, one member serves 3 years, and one
member serves A years.

Sec. 7 Changes the quorum from 2 members to 3 and allows for
electronic meetings.

Sec. 8 Members receive no salary but they are entitled to per diem
and travel expenses and $200 per business day honorarium.

mSec. 9 The boar shall employ an executive director who may, with
board .pproval, have additional staff. All are in the exempt
service.

Sec. 10 Deletes the words "of trustees."

Sec. 11 The board shall 1invest in economically viable projects by

equity or debt investments at market rates.

Sec. 12 Duties: Tfinancial assistance for projects that will
accomplish the purposes of the Corporation; promote the use of
state"s resources in the state ari development of import
substitution and export markets; prepare long range operating



and financial plans and a budget; monitor projects and provide
operational and performance evaluations; and evaluate
individual projects.

Sec. 13 Deletes the words "renewable resource.” Deletes the
provisions that: grants may be made for up to 90% of the
projects costs for the purposes of: (1) applied research and

development of products, technologies, for the rehabilitation,
enhancement, or development of renewable resources; (2)
demonstration, one-time basis, economic or technical
feasibility of new products, market, or technology involving
renewable resources; or (3) rehabilitation, enhancement, or
development of a conmon-property resource where the benefit
from the project cannot be captured by any single economic
unit. e

Sec. 14 Adds a new section requiring the Corporation to begin
divesting equity investments with 10 years or the term of the
loan, whichever occurs first.

Sec. 15 The board may not invest in one project more than 5% of the
Corporation®™s assets or $500,000 whichever is less.

Sec. Hi The board may not invest 1in more than 491 of the combined
equity and debt of an applicant and may not own more than 49%
of the voting shares and may not finance more than 70% of the
cost of the project.

Sec. 17 Loans may not exceed 30 years.

Sec. 18 Funds may not be provided to state agencies.

Sec. 19 No grants can be made.

Sec. 20 No loans can be made for short term working capital.

Sec. 21 Specifies reports and publications required of the board:
financial statements, investment appraisal, performance
report, overall financial pla-;.. Annual income statement and

balance sheet shall be publisied in at least one newspaper in
each judicial district.

Sec. 22 The operating budget of the Corporation is subject to the
Executive Budget Act.

Sec. 23 Changes che definition of board by deleting the word
"trustees"™ and replacing it with "directors."

Sec. 24 Deleting the word "renewable."

Sec. 25 Changes the definition of project by deleting the word
“"renewable."



Defines "rehabilitation, enhancement and development.™

Changes the definition of "resource" by deleting the word
"renewable.” With a new definition of resource as including
but not limited to fisheries, agriculture, forest products,
renewable energy, tourism and mining, but excluding real
estate, retail sales or services.

"Small enterprise” is defined as a business with actual or
anticipated gross sales revenues of $10 million or less.

Deletes the provision that the Legislative Budget and Audit
Committee hold confirmation hearings on the members.

Deletes the provision that the Legislative Budget and Audit
Committee make recommendations regarding the confirmation of
the appointees to the board.

Deletes the word "renewable”™ from the name of the Corporation.
Deletes "renewable"™ from the Corporation name.

Repeals 37.12.020 allocating 5% of mineral sales, leases and
bonuses to the Corporation and requiring 50% of receipts be
deposited in the renewable resource investment fund.

Repeals 37.12.040 Removal and vacancies. The governor may
remove a member with the consent of a majority of the
legislature in joint session. Provisions of time and when the
legislature is not in session. A vacancy does not impair a
quorum.

Repeals 37.12.070(12) Powers of the board: provide grants
for projects having broad public application which do not have
direct income-producing potential.

Repeals 37.12.070(14) Powers of the board: deposit or invest
surplus funds through Treasury Division.

Repeals 37.12.080(a)(1)(D) Specifying a minimum time of
project in Alaska (instead, all projects are required to have
an Alaskan site).

Repeals 37.12.080(a)(1)(G) Requiring the board to resolve
resource use conflicts.

Repeals 37.12.080(a)(3) Requiring consideration of local
preferences and priorities.

Repeals 37.12.085(2) Eligibility for financial assistance:
state residency for 3 years or majority Alaskan ownership.



hvu;

Sec.

Sec.

Sec.

Sec.

Sec.

See.

34

35

36

37

38

39

Repeals 37.12.115 Provision of technical assistance, including
preinvestment advances.

Initial terms of the board shall be one member serving 1 year,
one member serving 2 years, one member serving 3 years and one

member serving 4 years. The board shall be appointed within
30 days. Trustees serve as an interim board until appointees
serve.

Terminates the present Alaska Renewable Resources Corporation
on the effective date of this Act.

Transfers all records, appropriations, equipment and other
assets or liabilities to the Alaska Resources Corporation on
the effective date.

Employees are transferred on the effective date.

Limitations on financial assistance applies only to
commitments made after the effective date of the Act. [This
provides the new Corporation with the ability to handle the
on-going needs and assistance requirements of the existing
portfolio.]

Immediate effective date.



by the Conference Committee on HCSSB f66(Fin) am H
Adopted May 10, 1982

Page 4, line 17:
After "seasons'" insert "or for adverse market conditions for Alaskan

products”

Page 17, after line 21:
Insert a new section to read:
* Sec. . AS 44.81.210(a)(3) 1is amended to read:
N (3) establish amortization plans for repayment of loans,
which may include extensions for poor fishing or farming seasons, or for

adverse market conditions for Alaskan products;



* Add a new section to AS 44.47.420(b):

3 by delivering to the director a copy of a letter of intert
ned by an authorized representative of the Department of Natural LA
.esources which shows that the title to a hcmesite will be transferred
the State to the borrower if the borrower fulfills the requirenents
NS 38.08. 060.

* Amend AS 44.47.430 (b) to read:

(b) The director may withdraw money from the restricted title

; reserve account in an amount egual to the loss to the division

I nonconforming housing mortgage loan originated or purchased 1in

.e or in part by the division if marketable title to the real property

to secure the loan was shown 1in accordance with AS 44.47.420(b 2

rE(b) (3 . Money withdrawn from the restricted title, loss reserve
ccpunt under this section shall be deposited in the-; nonconforming
"busing loan fund.



Amendment N 5 3 la)
by the Conference Committee on HCSSB 666(Fin) amH
Adopted May 10, 1982

Page

Page

Page

Page

15, after line 16, 1insert the following:

*() originate a direct loan for nonconforming or rural
housing or purchase or participate in the purchase of a nonconforming
ot rural housing mortgage loan, other than a loan for the repair, re—
modeling, rehabilitation, or expansion of an existing owner-occupied
residence, if the bor ower has an outstanding housing loan made under a
state loan program that bears interest at a ratethat was lessthan the
prevailing market interest rate for similar housingloans at the time

the loan was made."

17, after 1line 5, insert the following:
"(c) The principal amount of Iloans made for non-owner occupied
housing under this section may not exceed 20 percent of the total

principal amount of loans made for nonconforming and rural housing under

AS 44 .47.360 - 44.47.560."

17, Uline 6:

Delete "(c)" and insert "(d)"

17, line 12, delete and insert the following:
the director may modify this definition if thedirector determines

that there is a special need for non-owneroccupied housing and that a



change in the definition is necessary to enable the division to meet

that need.”



J2L

PROPOSED AMENDMENT TO SMALL BUSINESS LOAN ACT

Sec. AS 45.95.020 (a) is amended to read:

AS 45.95.020. SMALL BUSINESS LOANS. (a) The
commissioner shall, under regulations and policies adopted by
him, make smaa business loans to acquire real or tangible
personal property and provide working capital for [FINANCE OR
REFINANCE OR EQUIP] businesses with 10 or fewer employees,
excluding [INCLUDING] farming, mining and fishing, not
exceeding $100,000 [$500,000]. The loans shall be secured by
acceptable collateral and may not exceed 75 percent of the fair
market value [APPRAISED] value of the collateral offered as
security. The rate of interest may not exceed
twelve and one-half [nine and one-half] percent ayear on the
unpaid balance. For the purposes of this subsection, business
equipment includes [A] but 1is not limited to, [FARMING
EQUIPMENT AND] fire protection systems approved under AS

18.70.081.

Sec. AS 45.95.020 (c) is repealed.

Drafted by Gary L. Jenkins, Director, GovernmentalRelations

National Federation of Independent Business



§ 45.95.010 Alaska Statutes § 45.95.020
Effect of amendments. — The 1979 subsection (b), which read: "The

. ) !
amendment in subsection (b), substituted  commissioner of commerce and economic
"commissioner of commerce and economic  development may sell or transfer at par
development” for “commissioner of value to the Department of Revenue the
commerce" and "Department of Commerce  mortgages notes held by the
and  Economic ~ Development”  for  Department of Commerce and Economic
"Department of Commerce” in the first  Development as security for loans made
senter.ce and "may purchase” for "nhall  under this chapter. The Department of
purchase” in the second sentence. Revenue mag purchase the mortgages and

The 1980 amendment repealed notes offered.

Chapter 9c Small Business Loans.

Section Section

10. Poweiv and duties of Departmtn' of 50. Power of commissioner to assign and
Commerce  and Economic sell mortgages
DeveltDment in general 60. Creation

20. omall business loans 70. Eligibility for loans

Q. Sale or transfer of preferred 80. Definitions
commercial paper

40. Sale or transfer of mortgages and

notes

Sec. 45.95.010. Potvers and duties of Department of
Commerce and Economic Development in general, (a) The
Department of Commerce and Economic Development shall formulate
general policies and adopt regulations.

(b) The department may hold hearings and subpoena witnesses and
documents, and administer oaths in connection with hearings.

(¢) The department shall

(1) cooperate with the state and its political subdivisions and
agencies;

(2) adopt regulations necessary for the conduct of its business and for
carrying out the provisions of this chapter, and make necessary
regulations to maintain such standards;

(3) require bonds and undertakings from persons employed by it as
shall in its judgment be necessary, and pay the premiums on them;

(4) establish such regional and local offices and such advisory groups
as may be necessary or considered expedient to carry out or assist in
carrying out its duties and authority. (8 8 ch 109 SLA 1971; am < 109
ch 218 SLA 1976)

Effect of nmendnicnt. — The 1976 for "Department of Commerce” in
umendment substituted " l£nr‘[mtrt of  subsection (0.
Commerce nnd Economic Development”

Sec. 45.95.020. Small business loans, (a) The commissioner shall,
under regulations and policies adopted by him, make small business
loans to ucquire, linance or refinance or equip businesses, including
farming, mining a ad fishing, not exceeding $500,000. The loans shall
be secured by acceptable collateral and may not exceed 75 percent of

362



§ 45.95.020 § 45.9%5.020

Trade and Commerce

the appraised value of the collateral offered as security. The rate of
interest may not exceed nine and one-half percent a year on the unpaid
balance. For the purposes of this subsection business equipment
includes a but is not limited to, farming equipment and fire protection
systems approved under AS 18.70.081.

(b) Repealed by § 14 ch 122 SLA 1980.

(¢) No loans authorized by this section may be made unless the
commissioner is satisfied that no money is available to the applicant
from private lending institutions on a guaranteed basis as set out in (b)
of this section.

(d) Money loaned shall be delivered to the borrower in the form of a
warrant drawn on the treasury, vouchered in the manner prescribed
for state disbursing officers, and charged against the small business
revolving ioan fund. Each voucher shall be approved by the
commissioner cr any bonded deputy authorized to act as a certifying
officer. Upon repayment of loans by installments, or otherwise, in
accordance wi:h the prescribed terms, or upon liquidation by
foreclosure or other process, or upon receipt of interest or other
revenue, the money so received shall be turned over to the
commissioner of revenue for deposit in the small business revolving
loan fund.

(e) The commissioner may not disqualify an applicant for, or
prejudice an applicant's privilege to receive, a loan to purchase and
install a fire protection system solely because of a loan already made
to the applicant under this chapter. (8 8 ch 109 SLA 1971; am § 1ch
103 SLA 1974; am § 110 ch 218 SLA 1976; am 8§ 6 ch 139 SLA 1977;
am 8 25 ch 72 SLA 1979; am &S 6, 7 ch 45 SLA 1980; am S 14 ch 122
SLA 1980)

Effect of amendments. — The 197G

set  nee of subsection in). The section hus
amendment  deleted "of commerce” be

rearrar'lggd by the revisor of statutes

folloming "commissioner” in th' first  pursuant to AS0L05.031 inthe interest of
sentence of subsection lai, in the f.ist and  clarity.

third sentences of former subsection Ib), in The second 1980 amendment repealed
subsection (€). and in the second sentence g section (bi, which read: "The

of subsection'dl

The 1977 amendment  substituted
"8300,000" for 'S 100.900" at the end of the
first sentence of subsection ia).

The 1379 amendment, in subsection (at,
substituted "5500,000" for "S300.000" at
the end of the first sentence and "nine and
one-half per cent" for "eight per cent" in
the third sentence.

The first 1980 amendment added fire
protection systems approved under AS
1870081 toSubsection 1a) of AS -15.95,020
to insure that such systems were eligible
for loans under AS 45 %6, As enacted, that
amendment inserted “fire  protection
systems approved under AS 18.70.081”
preceding "mining nnd fishing" in the first

commissioner may enter into agreements
with private Dbanks, other lending
institutions and individuals for the
purpose of guaranteeing loans made to
qualified applicants. The guarantees may
not ex 90 per cent of the amount
iouned and the loans shall be secured in
the same manner provided for direct loans
unckr this section. A loan made under this
subsection und guaranteed by the
commissioner and the state shall bear an
interest rate not exceeding eight percent 1
year on the unpaid balance.

Editor's note. — Section 1 ch. 139,
SLA 1977, provides: "INTENT. It is the
intent of the legislature to foster an
awareness of the need to preserve our



DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS
HOUSING ASSISTANCE DIVISION

HCSSB 666 (Fin) am H
April 21, 1982

This review of the above referenced bill reflects the
comments of Department of Community and Regional Affairs on
those portions of the legislation affecting this department.
The items referenced are based on the agenda #1 of the FCC
for Tuesday, April 20.

Question 3. Shall the Housing Development Revolving Loan
Fund and the Senior Citizen Housing Development Fund be
combined and made a grant program.

Response:
AS 18.54

#3) Legislature should repeal AS 18.54.020, 030, 040 and
060. AS 18.54.050 should be 1incorporated into AS 18.54.070
and transferred to Title 44 to conform with other Statutes
of the Department and Division of Housing Assistance. AS
18.54.070 should also be amended to make the program a grant
program. DCRA concurs that an amendment as described in SB
311 successfully accomplishes the repeal of the referenced
statutes, and reiterates its position that the appropriate
sections be transferred to Title 44 for conformity with
other statutes affecting the department®s division of
housing assistance.

Question 5: Shall the interest rate on loans made by Native
Regional Housing Authorities be modified?

Response: #5) The department concurs with the action of the
FCC of 4/20 which set the interest rate on these loans at a
fixed amount of 10 1/2% for rural loans, and 12 3/8 for
urban/suburban loans.

Question 19: Shall the interest rate for rural housing
loans be set at AHFC ratchet rate?

Response: #19) The department advocates that rural housing
loans services be consistent and supports the interest rate
amounts discussed in quertion 5 above.



Question 20: Shall the language in Sections 31-35 of the

bill be modified to truly accomplish the transfer of the

rural housing programs from AHFC to the Department of

Community and Regional Affairs?

Response:

#20) Language in sections 31-35 of the bill appear to

accomplish the entire transfer except for one item. The

department proposes the following amendment

Amend AS 44.47.410(b) and (c).
(b) the Director may execute services agreements with
private lending institutions or regional native housing
authorities established pursuant to AS 18.55.996 to
service loans originated by the Division or .loans
originated pursuant to AS 18.55.997.
(c) Under the servicing agreement, the private financial
institution or regional native housing authority shall
administer the loan and may charge the division a
negotiated origination or servicing fee on the division®s
share of the loan. When appropriate, the private
financial institution or regional native housing
authority shall administer the loan and may charge the
borrower a reasonable originator fee not to exceed one
percent.

These amendments to AS 44.47.410(b) and (c) are necessary to

allow regional housing authorities to participate in the

rural program as envisioned in the amendments contained 1in

Section 15 of SB 666.

Question 21: Shall language in Section 39 of the bill
relating to non-owner occupied housing be modified?

Response:
#21) The concern here is that the AIIFC Non-Owner occupied

program being transferred to HAD under this bill may
duplicate the AIDA multi-family program enacted in Section



41 of SB 666. This will not be the case since the HAD
program is limited to rural areas of the State as defined in
Section 40 of the bill. Another concern is that the
Non-Owner Occupied program is limited by SB 666 to no more
that 8 units per program, may not be non-conforming and can
never be occupied by the owner. All of these conditions
should be flexible in the rural areas. It is suggested that
a new sentence be added on page 17 after line 12 to read:

"The director may modify portions of this definition
upon demonstration of special need for non-owner
occupied housing."

Some examples of flexible needs would be teacher housing
units or small planned unit developments.

Question 22: Shall language 1in Section 49 of thebill
relating to efrective dates be modified?

Response:

#22) Section 49 should be modified to agree with whatever
decision 1is reached on the interest rate question. (See
guestion #5.)

Question 23: Shall Regional Housing Authorities perform the
loan function for rural housing in places where the
Department of Community and Regional Affairs have no loan
offices?

Response:

#23) The Regional Housing Authorities currently perform the
loan function for the AHFC rural program. IT that program
is transferred to HAD, there is a question as to whether or
not they should continue to perform that function if a HAD
loan office 1is ir. the same region. The department proposes
that in those regions whore a HAD field ~""fi.ce exists, there
is no need for a regional housing authority to participate
in the program.

Question 30: Shall the temperate social activities revolving
loan iund (AS 47.320-50) be repealed?

Response: #30) The temperate social activities revolving
loan fund was created by the Legislature in 1978. It has
never been funded and there luve been no requests for
funding to date.

Thank you for this opportunity to comment.






$500,000 or 3ess;
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Analysis of House CS for Senate Bill No.

Sections 1-7:

Sections 8-14:

Section 15:

Sections 16-25

Section 26

Section 27

Section 28

Sections 29-40

Section 41:

Sections 42-45

Section 46

Section 47

Section 48

Sections 49-50:

Sections 1-7: Amend the Alaska Agricultural
loans to be made for the purpose of clearing

A lask a

SEN. BOB MULCAHY
SEN. TERRY STIMSON
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State Legislature
SENATE BANKING COMMITTEE
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666 (Finance) am H: the Loans Bill
Alaska Agricultural Loan Act
Commercial Fishing Loan Act
Regional Native Housing Authorities
Alaska Housing Finance Corporation
Mining Loan Fund

Historical Districts

Child Care Facility Revolving Loan Fund
Division of Housing Assistance
Industrial

Alaska Development Authority

Alternative Technology and Energy
Loan Fund

Revolving

Residential Energy Conservation Fund

Historical District Revolving Loan Fund
Repealers

Effective Dates

Loan Act to: (1) allow

land; (2) provide Jhat short—

loans for the purpose of farm product processing may be made for

Sections 8-14: Substantially rewrite the Commercial

(1) establish different
(2) provide for outreach
increase

increase

(3 adjust the delinciuncy penalties and schedule; (4)

amount that can be lent without board

Fishing Loan
loan terms for borrowing for different

in rural areas; (3) decrease loan
interest rates; (5) disallow loans for the purpose
loan-co-value for certain loans for the
and (7) provide for guarantors.
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Section 15: Amends statutes relating to Regional Native Housing
Authorities to (1) acknowledge the transfer of the rural programs from
AHFC to the Division of Housing Assistance and (2) redefine "rural".

Sections 16-25: Amend AHFC statutes to (1) allow for international
borrowing; (2) provide for the financing of triplexes and four-plexes;
(3) specify the interest rate for these loans; (4) provide for the
issuance of bonds for housing for qualified veterans under the Ullman
Bill provisions; (6) skirt the usury law; (6) provide for interest rate
commitments at certain fees; and (7) provide for cooperation with the
State Bond Committee in the issuance of vets bonds secured with the
State"s General Obligation.

Section 26: Amends language in the Mining Loan Fund to specify
that it is a revolving fund.

Section 27; Amends historical districts law to provide that a
municipality may have more than one historical district.

Section 28: Increases the maximum term for loans made under the
Child Care Facility Revolving Loan Fund.

Sections 29-40: Amend statutes relating to the Division of Housing
Assistance to: (1) provide for the transfer of the rural programs from
AHFC; and (2) redefine the meaning of "rural".

Section 41: Amends AIDA legislation to allow the corporation to
purchase loans made for the construction of multi-family housing at
certain terms and with a certain interest rate.

Sections 42-45: Amend the Alternative Technology and Energy
Revolving Loan Fund to: (1) increase the maximum loan amounts; (2) 1increase
the interest rate for loans of a certain type and size; and (3) disallow
loans for the purchase of wood stoves.

Section 46: Waives the audit requirement under the Residential
Energy Conservation Fund.

Section 47: Increase maximum loan amounts for loans made under
the Historical District Revolving Loan Fund.

Section 48: Repeals laws in the Alaska Agricultural Loan Act and
the Commercial Fishing Loan Act.

Sections 49-50: Provide for the effective dates for certain parts
of the legislation dealing with the Division of Housing Assistance, and
an immediate effective date for e\" “thing else.
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MEMORANDUM State of Alaska

TO: The Honorable Russ Meekins date:  March 4, 1982

Chairman

Sub-committee on Loan Funds FILE NO:

TELEPHONE NO:

FROM: John tv. SUBJECT: ARLF

Commissioner
Department of Natural Resources

I have attached our recommendations for certain statutory
changes with respect to the Agricultural Revolving Loan
Fund as requested by the Sub-committee in the February 17
hearing.

I have also attached the status information on the ARLF
requested by the Committee.

If you have any questions, please do not hesitate to call.

Attachments

R-0IARY. 1Y)



Proposed Amendments for Ag Revolving Loan Fund Act:
Section 03.10.020 1is amended to read:

The department may (1) make loans to individual resident
farmers, homesteaders, and partnerships or corporations
composed of farmers and homesteaders, for clearing land for
agricultural purposes, for development or rarms, storage and
processing of farm produce, livestock and machinery and to
individuals, partnerships or corporations, Tfor storage and
processing plants for agricultural products;

Section 03.10.030(a) and (b) are repealed and reenacted to
read:

Section 03.10.030. Limitation on Loans. (@ Farm develop—
ment, chattel and irrigation loans may be for terms as
determined by the commissioner, except that the total of
these loans may not exceed $1,000,000 per borrower. The
mortgage which secures the farm development loan may be of
any priority if the total indebtedness on real estate,
including the secured farm development loan, does not exceed
$500,000. A loan, whether farm development, chattel or
irrigation, which, 1if granted, would raise the existing
indebtedness on the real estate above $500,000 or a loan on
real estate which has a prior existing indebtedness of
$500,000 or more, may be made only if all prior mortgates
agree to subordinate their mortgages to that of the State
for the amount of the loans which exceed the $500,000 in—
debtedness limit on the real estate. All farm development,
chattel and irrigation loans shall be secured by a real
estate or chattel mortgage, or both.

(Three options for AS 03.10.030(b) are listed on page 3.)
Section 03.10.030(c) 1is amended to read:

(©) short term loan, to be amortized within one year, not
to exceed S200.000 to any one borrower may be made for
operating purposes_J .] except that the limit for short term
processing loans may not exceed $5C0,000.

Section 03.10.030(d) 1is repealed and reenacted to read:

(d) A clearing loan may not exceed $400,000 per farm, nor
bear interest exceeding 8«. nor run longer than 30 years.

Section 03.10.030(e) 1is amended to read:

(e) An installment payment is delinquent unless it 1is
mailed by the borrower on or before the 20th [15th] day
after the date specified for payment in tne loan agreement



or unless it is received by the department on or before the
30th [15th] day after the date specified for payment in the
loan agreement. IT an installment payment 1is delinquent,
the director uay [SHALL] assess a delinquency penalty. The
delinquency penalty shall be an amount equal to seven per
cent of the aelinquent payment, but in no case will the
combined delinquency and loan interest exceed 1570.

Section 03.10.050 is amended to read:

Administration of fund. (@ The commissioner shall administer
the loan fund 1in conjunction with the agricultural revolving
loan fund board; No loan in excess of $50,000 [$25,000] may

be made by the commissioner without the approval of a majority
of the board.

A new sub-section is added to AS 44.62.310 to read:

(6) meetings of loan boards to act on applications for
loans.



Options for AS 03.10.030(hb)

Options 1 and 2 propose formula approaches tc an escalated
interest rate. In a competitive situation, either of these
options may jeopardize established enterprises by providing
lower interest rates only to new borrowers.

Option 1

(b) Farm development, chattel or irrigation loans may not run
longer than 30 years, nor bear an initial interest rate of
less than 6%. The Department shall, by regulation, adopt a
schedule of escalating interest rates for borrowers, to
result in a"gradual increase 1in the interest rate for new
loans to old borrowers, until that rate "reaches the commer —
cially available rateT

optjog 2 V.

(b) Farm development, chattel or irrigation loans may not
run longer than 30 years. A sliding interest scale for
loans shall be as follows: c

For new borrowers and those having borrowed for less than 5
years from the ARLF the interest shall be &". For each year
exceeding 5 years, the interest rate for new loans shall
increase by 1% per year. For the purposes of this section,
all borrowers are considered new borrowers at the time of
adoption of this section.

Option 3

Option 3 authorizes the flexibility to escalate interest rates
on any loan over the period of the loan or or. subsequent loans
by a former borrower. This option establishes the objectives
for an escalated interest rate md placer the responsibility
on the department to impose interest rates within the
parameters of those objectives.

(b) Farm development, chattel or irrigation loans may not run
longer than 30 years, nor bear an interest rate of less than
8% or to exceed the commercial rate [10%].

The director shall establish interest rates by regulation
which

- encourage agricultural development;

- discourage continued dependency of nor.-viable
agricultural enterprises on artificially low interest
rates; and

- do not disadvantage incumbent enterprises.

The Department recommends Option 3.



ARLF Status Sheet

Losses since 1954 = 202,271.33 or .006 of Total

Attached sheet lists, as of January 31, 1982, loans made and delinquen-
cies. The delinquency rate shown is computed on the actual dollar
amount of the loan delinquent over 15 days.

IT the active delinquency rate is computed by considering the entire
loan delinquent if any portion of a payment is delinquent, the follow-
in rates are obtained:

Amount Delinquent % of area % of Total

Matanuska area 686,570 7.15 2.36
Delta area 2,490,839 el < 15.44 8.58
Tanana area 175,055 " 13.33 .60
Kenai area 98,273 5.12 .33
Other areas -0 - -0 - - 0 -

Totals 3,420,741 11.78

Total litigation 1,017,163 1.81



0 - $ 20,000
20 - 50,000
50 - 100,000
100 - 250,000
250 - 500,000
+ 500,000

BREAKDOWN OF LOANS MADE

V of Loans # of
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Borrowers
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$ Value"this category
$ 805,949
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10,295,068
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DIVISION OF BUSINESS LOANS

- , Interest Maxi

Loan Type Maximum  Loan Rate a%rrerpr%m
Commercial _Fishin 500,000 o

Fhsh ries Enhanﬁ %]ent $6,000,000 %% %VSSE
Child Care Facilities 20,000 1.0% years
Resident)al Carﬁ Facilities 20,000 % * 10 years
Alternatjve Tec noo 10,000 o % ears
Alternatrve Ener , 10,000 5.0% ears
identra Energgr conservation 5,000 5.0% 10 years
50,000 Char&%s 1 year
Mrlsr]r%g?men s Mortgage and Note 501%%%88 %5)/ % A
Historical District 10000 7% B lears

Note: Snail Business and Tourism loans are now handled by the Alaska

Xi uuoui iai UCVCIU ment nuuiuj i

\niunj anu tuj,ier Lidi riMm]i

l&?—&% bgn léAas a Commercial Frshrng and Agriculture Bank

USES OF LOANS:
Commercial Fishing

Fisheries Enhancement

Child Care Facilities

Residential Care
Facilities

[o, purchase Imited entry Bermits. o (8 )
B APATEN %8, ) y

Eligibilit Five year State resident, one
yea? ?rshr%g experignce

é)lan construct and operc £ hatcherly facili-
te f request s for more than $1,000,000,
the adpgrcan must be a qual*-'ied regronal
association

Elrgrbrlrty Qualified regrral associations
Prrv te nonPerrt corporations approved by a
reg onal assoclation

To construct, renovate, or e:. |0p child care
facililttes In order to obtai- Or renew a
license for the facility.

E|| ibilit The applicant s.bnits to the
H%rtmen%/ a Sp f8|P fre use of tne, ?oar
ds which | approved by tre commissioner,

¥o c?nstruct regovate or eq.’0 resrdentral care

acilities In order to obtalr a license

resrdentra care facrlrt IS e foster hors,

%rou or |n¥ titution wiv* provides 24-hour
care for dependen: adults.

Elrrgrbrlrty Residential care facilit
hich can “be licensed when the improve-
grleentésdmade with the foan funce are com-



Alternative Technology
and Energy Systems

Residential = Energy
Conservation

Bulk Fuel

M ning

F|sh%rmen s Mortgage

Historical lListrict

To develop means of ener% 8r0duct|on ut|||2|ng
energy sources other than” fossil or nuclear fuel;
urchase, construction and installation of an

alte nate energy ¥stem which is likely to result

In ener%Y conserva |on ?r energy Cost savm%

the dev opment ang ’oementa lon of methods of

waste disposal, recly , production,

trans ortat|on bU|d|n design and industrial
J |rémse which ma e more fﬁchent less c?stly,
t ss energy inténsive than methods presently

utilized

Eligibility: Project must be in Alaska.

To purchase, construct, and install energy
B%nlsdel%vgasnon Improvements in residentia

Eligibilit P t d b tified
Elg bty Project approved by certf

?oealsswt communities in purchasing bulk
uel.

El|g|b|l|try
unificor o ated
under 2,000, or Indi
the municipality.

To upderwrite advanced mineral exploration,
development or mining in Alaska.

El|g|b|||ty Re3|d%nt individuals coigorations, and
Bar nerships which have fi\r Zears mining or
rospectmg experience in A

To gurchase from private financial institutions
mor ages and nofes made fo repalr, restor

or u g ade existing vessels an gear urchase entry
permits and gear, construct or purchas a vesse

Elig |b|||%y State re3|dent for five gears
not eligible or an%eot er stat% or federal
loan Ig gram for sa urﬁose as no occuy-
P o a (gportunmes other than commercial
IS g is economically dependent on com-
mercial fishing.

For the restoration, improvement, rehabilita-
tion or maintenance of a historical structure.

Eligibility: Structure must be within a hjs-
torfcal district established by the Historic
Sites Advisory Committee.

Orgamzedwrlntg]n|§|Bgl|tgatlon
%?dual endorsed by



Total No. Loans
Committed FY '72-82

Total Dollar Amount
Committed FY '72-82

Total No. Loans
Committed FY '01

Total Doll.a Alimimi
Committed FY '81

Total No. Loans
Committed FY '82

Total Dollin Amount
Committed FY '82

FY '82 Appropriation”

Small
Business

1,342

202,325,306

302

46,961,591

Disbursements (No. of Loans)**"

Through 1/31/82

Disbursements (Dollars)

Through 1/31/82

Appropriations Mot Disbursed

Available for Loans FY '82

Total No. Outstanding
Loans

Total Dollar Amount
Loans Outstanding

No. of Applications
Recelvod FY '82

661

74,310,000

Commercial
Fish

1,978

114,046,668

435

21,205,619

97

4,812,366

4,500,000

97

4,686,082

-0-

1,557

78,380,000

177

Tourism

59

29,874,673

4,318,825

18

4,400,000

STATISTICS ON COMMERCE LOAN PROGRAMS

Child
Care

15

253,167

9,000

110,167

180,000

110,167

69,833

90,000

" An additional 2,500,000 was appropriated for the energy programs in rural areas.

Fish
Enhancement

51

14,502,562

22

4,733,474

2,783,730

8,000,000

2,783,730

5,216,270

36

14,040,000

10

120,000 was appropriated to the residential care program. No applications have ever been received.

Water
Resource

2,500,000

-0-

910,000

"** This figure Includes loans closed, loans in the pron-ss of closing and partial disbursements on construction loans.

"The FY '81 appropriation to tho Division of Business Loans was $93,900,000. This amount was allocated between the programs to meet the demand for loans in specific an as.

#

Historical
District

417,750

125,000

200,000

125,000

75,000

260,000

Alternative
Energy

1,080

4,814,346

442

2,243,251

637

2,570,814

*4,250,000

651

2,552,696

1,697,304

920

3,935,000

704

.Residential
Energy

457

1,717,036

158

601,884

299

1,126,879

"4,250,000

310

1,115,877

3,134,123

394

1,419.000

324

Mining

21

14,839,284

15

9,935,281

4,904,000

30,000,000

4,939,000

25,061,000

8,560,000

12

Bulk
Fuel

17

606,000

50,000

16

556,000

1,000,000

16

539,386

460,614

-0-

Fish
Mortgage
8 Note

236,527

236,527

1,800,000

236,527

1,563,473

-0-

-0 -

17

TOTAL**

5,038

386,133,319

1,380

90,058,928

1,074

17,225,483

54,180,000

1,098

17,088,465

37,277,617

3,608

186,304,000

1,209



Beginning Balance Payoffs Net Transfers/Deletes
No. Amount No. Amount Adjustments No. Amount
Veterans' 167 6,941,251.71 1 98.50 3.87 -105,636.89
Treasury 2502 109.057.102.84 18 315.069.47 + 1.713.66 - 53.L00.00
AHFC 2146 114,084,082.91 8 378,982.76 -142,895.31 + 68,863.20
Total 4815 230,082.437.46 27 694,150.73 -141.185.52 - 90.273.69
INCOME SUMMARY Alaska Housing Finance Corp. Department of Revenue
L Intcrert i 610,301.33 -
Less Seivice Fee '
Total Interest 569.528.48
2. Princip.il Payments %%,'3 JEL"63, ,20.
Payoffs 378.982.76 315.069.47
Net Adjustments 142,895.3.1. 1.713.66
Total Principal 617,874.45 718,246.33
m M
LITIGATION
Less Repossessed/
Beginning Balance New Accounts Judgement
No. Amount No. Amount No. Amount Plus Debits
Foreclosure
Non-F/C
Active 21 1,085,242.18 5 '278,682.23 1,489.83
Total
Judgement 3 93.533.90 275.00
Repossessed 6 593,050.61 4,060.21
Assumptions Approved Disapproved Extensions
llcglning 140 1 Beginning
This Month T This Moitth
Ending T4 I Ending

JV assumptions: 52-220-4936-6

Fischback $63,815.64

DIVISION OIl: VETERANS' AIM AIMS
MONTHLY ACTIVITY REPORT

53-210-1213-3

MONTH ENDING January, 1982
Plus Ending Balance
Principal Payments New Loans No. Amount
17,792.46 (1) 65,500.00 167 6,883,219.99
.......... 401.463.20 -0- 2484 108.288.783.83
95,996.38 -0- 2138 113,535,071.66
515.252.04 (1) 65.500.00 4788 228.707.075.48

TOTAL INCOME TO VETERANS' FUND

1. Interest  V.A. 37,068.48
Service Fee *Trcas. TIT33T724-
Seivice Fee - AHFC 40.772.85

;2. Principal Payments
Payolfs
¢ Net Adjustments
Late Charges
Total Principal

Taken out of Fore-
closure/Repossessed
.Less Credits No. Amount

4,395.16 2 76,400.05

1,450.00
Appioved

46

J L
46

Simmons $64,294.80

119.174.57
17.792.46

98 50

3.J>_
07524.02

~147,"593.42"~

Ending Balance
No. Amount

24 1.284,619.03
3 93,808.90
6 595,668.82

14

u



ALLOCATION OF PRINCIPAL AND INTEREST BY LOAN FUND

Fund Title
Small Business

Commercial Fishing

Tourism

Historical District

Alternative Technology

Child Care
Residential Care
Water Resources
Mining

Bulk Fuel

Residential Energy

Fisherman's Mortgage & Note

Fisheries Enhancement

WML Veterans

Int
Prin
Int
Prin

Int
Prin
Int
Prin

Int
Prin

Int
Prin
Int
Prin
Int
Prin
Int
Prin
Int
Prin

Int
Prin

Int
Prin
Int
Prin

Int
Prin

Statutes
AS 45.95.020(d states ments
are to be_deposited In émaH
Business Revolving Loan Fun

ec 1flc _language, however,
A%om%meg:%%gﬂga?nag E{evoqvmg
Loan Fund"

No SEeCIﬂC Ianguage however

OUI'ISgl“g ]éQ/O(iVIHQ ?:ung

e sl lonqage, tovee

Historical D|stnct Revohnng
Loan Fund"

Pr|nC|paI &interest ti

A9PEE 4o S%Be X
termlnatlon 0 nd

n
P |
ngcbpea} A%nd Iy stCo go to

18 3B 0o Sreaides tﬁgwe\\nﬁ\éer

Resources Revolving Loan Fun

Principal and |nterest 0t
generaR n(q per AS 27. 9.840&).

g”#%nts r|n | F gta'ﬁjk
Eu%l RevoRV| a n Fund."

Inter st not 39 cif c [y men-

SO0 o g

all Pe de
éﬁﬂya Ene gy Conservation

ot S e0|f|ca||y addressed in
the statutes.

No specific Iangua e, hower
AS 1%1 05 creat [s] a_revoly
ing fund known as the Fisheries

Ennancement Revolving Loan Fund.

5 R0 e o
] st

*All but one loan was forgiven by the Legislature in 1981 as a grant.

Position

Loan Fund
Loan Fund
Loan Fund
Loan Fund

Loan Fund
Loan Fund
Loan Fund
Loan Fund

Loan Fund
Loan Fund

Loan Fund
Loan Fund
Loan Fund
Loan Fund
Loan Fund
Loan Fund
Gen. Fund
Gen. Fund
Gen. Fund
Loan Fund

Unclear
Loan Fund

Pendi ng
Pendi ng
Loan Fund
Loan Fund

Loan Fund
Loan Fund



ALLOCATION OF PRINCIPAL AND INTEREST BY LOAN FUND

Fund Title

Statutes

Small Business

Commercial Fishing

Tourism

Historical District

Alternative Technology

Child Care

Residential Care

Water Resources

Mining

Bulk Fuel

Residential Energy

Fisherman's Mortgage & Note

Fisheries Enhancement

WWII Veterans

Int
Prin
Int
Prin

Int
Prin
Int
Prin

Int
Prin

Int
Prin
Int
Prin
Int
Prin
Int
Prin
Int
Prin

Int
Prin

Int
Prin
Int
Prin

Int
Prin

AS 45,95.020(d) states ayments
are to he dep sited |n 3ma
Business Revo ving Loan Fun

No s%e0|ﬂc Ian I ge however,
10.339 re er q
Commerma Fishing Revo ving
Loan Fund"

EeCIﬂC language, however
45,90.010 ﬁreates tg
Tounsm Revolving Funa®

No SEGCIﬂC Iangua e, however,

atés a
'Wﬂstoncal District Revolving
Loan Fund"

PnnC|paI &interest to go to
fund per AS 45 88.030(d .
AS 4 88010 title
termination of fund

No SEECIﬂC Iangua e, however,
0 créatés the VV&
Resources Revolving Loan Fun

PnnC|RaI and interest to

general fund per AS 27.09. 840 e).

Hnerest not sgecﬁ|caHy men-
tioned AS 458

ayments r|n0|pa to '
AR

uel Rev Loan Fund."
45.89.040(h) "amounts repaid-
A%all be dep 8|te£'to the ' %e3|

dené|a Energy Conservation

ot specifically addressed in
H]e sPatutes y

No s%e0|ﬂc Iangua e, hower
16.10.505 creatés a revolv

|n fund known as the Fisheries

Ennancement Revolving Loan Fund.

AS. 26,15 040 states payments of
P énCV&MI and |ntere t"go to

*All but one loan was forgiven by the Legislature in 1981 as a grant.

20 c states re-

Position

Loan Fund
Loan Fund
Loan Fund
Loan Fund

Loan Fund
Loan Fund
Loan Fund
Loan Fund

Loan Fund
Loan Fund

Loan Fund
Loan Fund
Loan Fund
Loan Fund
Loan Fund
Loan Fund
Gen. Fund
Gen. Fund
Gen. Fund
Loan Fund

Unclear
Loan Fund

Pendi ng
Pendi ng
Loan Fund
Loan Fund

Loan Fund
Loan Fund
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The Division of Business Loans
A Draft Discussion Paper Prepared June 23, 1981

Section I: Introduction

The purpose of this paper is to describe the loan programs that are part of
the Division of Business Loans. The". Division has undergone significant
changes recently. Prior to FY 81, .loans were made under prepurchase
agreements with the Department of Revenue. Since then, direct appropriations
are made to the Division. More inportantly, the lending responsibility in
sore areas (small business, tourism, and ccmnercial fishing) is being ended as
of July 1, 1981. Lending in those areas will be part of AIDA. Thus, the
Division will look quite different in the future fran the wav i1t looked in the
past. To a large extent, it will be a source for lending for social purposes,
such as child and residential care, and historical districts. But, in the
last ten years, the Division has loaned $345.5 million to 3,255 borrowers.

The second section is a description of the loan programs. Table | summarizes
the loans that have been available and the current terms of the loans. Table
Il shews the loans mde 1in each program from its inception through February
28, 1981. The table also shews the appropriation for FY 81 and the estimate
for FY 82. A casual glance at this table shews the dramatic change that will
take place in the Division when the lending authority changes in July.
Following these tables, there is a written description of each of the loan
programs. The description covers the purpose of the loans, terms, and
eligibility requirements.

Section 11l contains an analysis of the employment inpact and financial return
to the State with a focus on small business loans. It is seen that a lack of
data places a severe limitation on any serious evaluation of tlic programs.
Further, there 1is a pressing need to get the Division to set long-term
objectives and to shew hew their activity meets those objectives. Otherwise,
one is eft "o conclude that the only objective is to make loans. In effect,
the conclusion in that section is a plea for more, relevant data. Tc the
extent data have not been collected in the past, sue.n a change would assist
future evaluation of the Division rather tlxan clariiy the impact of past
activity.



Section Il: The loan Programs

In this section, the loan programs of the Division are listed and described.

Table 1 lists the types and terms of the loans, while Table
historical lending activity of each program. Following the tables,

short written description of each loan program.

TABLE 1

Division of Business Loans

Types and Terms of Loans

Maximum
Type of Loan Loan
Small Business3 $500,000
Tourism3 3,000,000
Carmercial FishingB3 500,000
Fisheries Enhancement 6,000,000
Fisherman®s Mtge & Note 200,000
Mining 5,000,000
Child Care Facilities 30,000
Residential Care Facilities 20,000

Residential Energy Conservation 5,000

Alternative Energy System 10,000
Bulk Fuel 50,000
Historical District 100,000

"m"Transferrea to AIDA as of 7/1. 8l.

Interest

Rate

9.
o
9.
9.

10.
10.
7.
7
5.
5.

variable

7.

5%
5%
S%
S%
S%
0%
0%

.0%

0%
0%

5%

Maximum
Term

J15
20
15
30
15
15
10
10
10
20

1
30

yrs.
yrs.
yrs.
yrs.
yrs.
yrs.
yrs.
yrs.
yrs.

yrs.

yr.

yrs.

Il provides the

there is a

ATransferred to AIDA as of 7/1/81 with the exception of loans for limited

entry permits on which the above terms apply.



17
1972 t
1973 14
1974 J4
1975 50
1976 33
1977 ol
19/8 138
1979 237
1980 470

Subtotal. 1,040

1901* 254
"10tal 1,294
1981d NA

1982

Small

Business

$
1(8.0
547.9
1,539.0
3,325.5
2,509.6
4,511 .0
22,309.1
42,096.4
78,531.2

155,567.7
39,198.0
194,756.7

47,500.0
-0-

25
62
75

136
234

357
555

1,446
253
J,699

NA
NA

TABLE 11

(000°s)
Cormec: "1
Fishing0
$ S
11.5 7
1,041.9 7
2,418.6 10
3,1.90.2 4
6,228.8 6
13,044.3 3
29,733.0 8
32,548.1 10
88,217.1 55
16,549.7 2
104,766.8 57
21,000.0 NA
4,500.0

Division of Business Loans
Approved loans (FY 72-FY 80)
and Appropriations (FY 81-FY 82)

Tourism3

2,251.
1,960.
5,245.
2,187.
1,659.
4,194.
4,230.
3,828.

25,555.
203.

25,759.

1,500.

N 01 O O © O = N

S~ N w

11

20

28

na

NA

Fisheries

Enhance

965.
2,865.
945.
2,210.

6,985.
2,994.

9,980.

6,000.

N N O O

12,000.0

NA

Hist.
Dist.

78.8
214.0



FY
1972
1973
1974
1975
1976
1977
1978
1979
1980

Subtota
1981*

Total

1981d
I'MI.!

Child

Care

Facilities

N - AN

34.3
34.0
30.0

35.8

134.0

1.34.0

300.0
IHit. ©

TABLE 11

Residential

Facilities

NA

400.0
120.0

(cont.)

Residential

Energy

Conservation

NA
NA

37.9
37.9

1,600.0
1,250.0

Alternative
Technology
#
10.0
1 10.0
145 833.0
146 843.0
NA 1.600.0
NA 1.200.0

Mining

8 8,912.3
8 0,912.3

NA 10,000.0
NA 10,000.0



Mtge.

FY
1972
1973
1974
1975
197G
1977
1978
1979
1980

Subtotal
198104
Total

1981d NA
1982 NA

Fishermen®s

Program

& Note

2,500.
1,800.

TABLE Il 1cont.)
Water
Resources0 Totalf

$ # $
- 138.
- 23 2,810.
- 66 4,541.
- 122 10,989.
- 112 7,887.
450.0 210 13,398.
2,050.0 381 42,506.
- 608 77,114.
- 17051'— 117,377.
2,500.0 2,576 276,763.
- 679 68,728.
2,500.0 3,255 *345,491.
NA 93,900.
NA 32,950.

o © W Fr N B O oo O



the 1981 loan figures are loan ccmnitnients for FY 81 through 2/28/81.

transferred to AIDA as or" 7/1/81.

transferred to AIDA as of 7/1/81, but loans still available forlimited entry permits.

Adjusted appropriation for FY 81. Differs from original appropriation in loan categories but not in
total .

these were s|«;cial loans made to provide for feasibility studies for hydro power projects,

total excludes the five water resources loans. The total appropriations for FY 81 and FY 82includes loan
categories not shewn separately here. Included are appropriations of$1.5 million in FY 81 and $1.0 million in
FY 82 for bulk fuel loans, and of $100 thousand in FY 82 for a hatchery grant.



Stall Business Loans

Geier&l: This program terminates on July 1, 1981, when these types of loans
become: part of AIDA. Through February 28, 1981, loans under this program
represented 56.4% of the total loans made by the Division of Business Loans.
Of the total $194.8 million in small business loans, 93.6% were made from FY
78 to FY 81, accounting for 59.6% of the loans made by the Division during
that time. The explosive growth in the nurrber of loans made and in their
average size probably reflects the increase in themaximum loan limit in the
past few years and the record spread between the bank prime rate and the
Division®"s loan rate. This is discussed further in the analysis section.

Loan Use: The Division has made loans to be used to acquire, finance,
refinance, and equip businesses. Types", of businesses include farming, mining,
and fishing. Types of equipment include farm equipment and fire protection
systems.

Terms: The maximum Jloan amount has been $500,000 with,10.0% bank
participation. The maximum direct loan without such participation is $50,000.
The maximum loan amount was raised to $500,000 frcm $300,000 in 1979. It had
been increased from $100,000 in 1977. The term of the loan varies with the
collateral backing it, but the maximum term is fifteen years with real estate
backing. The interest rate is 9.5% on the unpaidbalance. This rate was
increased from 8.0% in 1979.

Eligibility: Following are eligibility criteria:

1. Borrower must be a resident of good character, with collateral and a
knowledge of Alaskan economic conditions, and with the ability to
repay the loan.

2. The business should have growth potential, and the loan will create
jobs and provide additional services in the community.

3. The borrower cannot obtain private capital "on a guaranteed basis.”
The program used to provide a guarantee on 90% of a bank loan.

Ccrmercial Fishing Loans

General: This program terminates on July 1, 1981, except for loans for
limited entry permits. Other commercial f._shing loans will be available
through AIDA and CFAB. Through February 28 . 1981, loans under this program
accounted for 30.3% of the total loans made by the Division of Business Loans.
Of the $104.8 million in commercial fishing roans, 87.7% were made frcm FY 78
tc FY 81, accounting for 30.1% of the loans nade by the Division during that
tire.

The policy statement in the statute creating the Lrogram states that the goal
is to promts the rehabilitation of the State"s fisheries, to develop a
predominantly resident fishery®, to provide for the continued maintenance of
ccrmercial fishing gear and vessels, and to finance limited entry permits by
providing long-term, lew-interest loans. The program fills a void, according
tc the Division, since banks generally will not. accept a limited entry® permit
as collateral.



Loan Use: Loans prior to July 1, 1981, are used for:
1. Repair, restore, and upgrade existing vessels and gear.
2. Construction and purchase of vessels.
3. Purchase of entry permits and gear.

Terms: For the construction of a new vessel, the loan maximum is $1 millicn,
or 35% of the; total price of a vessel, whichever is less. Otherwise, the
maximum loan is $500,000, although the borrower may not ewe more than $500,000
to this fund. However, the borrower nay use 49% of the loan to refinance the
same type of loan obtained from any other source. The maximum term of the
loan is fifteen years if secured by vessels or real estate, and eight years if
secured by equipment and gear. The interest rate is 9.5%, having been
increased frcm 7.0% in 1979.

Eligibility: Loans are available to individual fishermen who have been
Alaskan residents for five years prior to the loan, and have had a crewmeirber
or commercial fishing license for any one of the previous five years, and have
participated actively in fishing. Loans are also available .to corporations,
partnerships, and joint ventures cwned 100% by qualified individual fishermen.

Fisheries Enhancement Loan |

General: This is a relatively new program with lending beginning In FY 77.
Of the total $10.0 million in loans, 52.2% were made in FY 80 and FY 81.
Appropriations for FY 81 and estimated FY 82 irtply a substantial increase in
landing, as the projected FY 82 appropriation for this program accounts for
36.4% of the total, request.

The policy section of the statute states that its goal 1is to promote the
enhancement of state fisheries by means of grants to regional associations for
organizational and planning purpose- , and by long-term, lew-interest loans for
hatcnery planning, construction, and operation.

Loan Use: Loans can be made to permit holders for planning, construction, and
operation of a hatchery, and to regional associations for preconstruction
activities leading to a permit. Loans may also be available to regional
associations (or nonprofit corporations approved by such associations) fcr
planning and implementation of fisheries enhancement and for rehabilitation
activities including lake fertilization and habitat improvement.

Terms: The maximum loan amount for a [liatchery or other
enhancement/rehabilitation activity by a qualified regional association is 36
million. The limit for any other be -rower is $1 million. The loan cay cover
planning and construction costs, plus ten vears cf operating costs if the
borrower can establish a ]j% equity position through royalty assessments
within ten years. Principal repayment may not be required for a period cf
frcm six to te vyears during which interest does not accrue. The maximum term
is thirty”yeai;. The interest rate is 9.5%, having been - ".creased frat 8.1%
in 1979. Grants for organization and planning may not exceed $100,000 per
region, plus up to another $100,000 on a 50/50 cash matching basis with the
regional association.
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Eligibility: Regional associations qualified under AS16.10.380.
Fishermen®s Mortgage and Note Loans

General: This is a new program, effective June 21, 1980, a”u i"cr<= have
been made yet. The eligibility requirements outlined belcw illustrate that
the program! is targeted largely to rural areas. As such, according to the
Division, it fills a void not otherwise served by private capital. As a
secondary lender, the program purchases mortgages and notes for loans made by
CFAB or by private financial institutions.

Loan Use: Loans are made to repair, restore, and upgrade existing vessels or
gear, to purchase an entry permit, to purchase gear, and to construct or
purchase a vessel, including costs between contract and documentation of a
vessel.

Terms: The maximum loan amount is $200,000, but tne total debt of a borrower
cannot exceed $200,000. The interest rate is. 10.5%, and t”e maximum term is
fifteen years. fy

Eligibility: The borrower must have been an Alaskan resident for five years,
and must not qualify for a separate State or Federal loan program. The
borrower may lack other employment opportunities, or fishing may be a cultural
way of life. The borrower may not be refused solely for lack of a credit
history.

Tourism Loans

General: This program terminates on July 1, 1981, after which these types of
loans are available through AIDA. About 48.4% cf the tourism loans were made
be:tween FY 78 and FY 81, representing only 4.1% of the Division"s total loans
during that time. Tne $25.8 million in tourism loans made under this program
account for 7.5% of the Division®s total loans. The statute creating this
loan fund contains no statement of goals of any kind.

Loan Use: There 1is no discussion in the statute concerning tie use of loans.
In the absence of stated goals, limits on loan usage could inply goals, or
indicate sectors of the economy that are thought to be not adequately served
by the private financial sector. |In the absence of seated goals and loan
uses, there is no way to evaluate a program.

Terms: Maximum State participation in a loan is $3 million, and for any loan
exceeding $150,000 there must be a 20? participation by a private financial
institution, which also earns a 0.5% service fee. The interest rate is 9.5%
on che unpaid balance, having been raif-=c frcm 8.0% m 1979. The maximum term,
of the loan is twenty years.

Eligibility: Loans are available to businesses directly involved in the
tourist industry.



Mininc Loans

General: This is a new program, effective on June 10, 1980, and the first
loans rave been made in FY 81. The $8.9 million in loans made in the current
fiscal year, through February 28, account for 13.0% of the Division®s total
loans, but the projected $10.0 million in loans for FY 82 represent 30.4% of
the Division®s appropriation request for loans. Tne goal of the program is to
finance advanced mineral exploration, development, or mining in the State.

Loan Use: There is no specific statement concerning limitations on the use of
loans.

Terms: The maximum loan is $5 million, but the outstanding debt of a borrower
to the fund cannot exceed that figure also. The maximum term is fifteen
years, and the interest rate is 10.0%. Except for placer mining, loan
repaymsvt begins one year after mineral production begins, or five years from
the date of the loan, whichever is sooner. For placer mining, loan repayment
does net begin before the end of the second placer mine season following the
date cf the loan. Interest on all loans accrues frcm the date of the loan and
is paid monthly. Principal and interest payments go into the General Fund.

Eligibility: Loans are available to Alaskan residents with a minimum of five
years cf mining/prospecting experience, or to corporations with five years of
experience that are 51% cwned by residents. Applicants must submit an
operating plan, and the Division determine its economic feasibility.

Child Care Facility Loans

General: This 1is essentially a social program whose purpose 1is to provide
lew-interest loans to increase child care facilities in Alaska. Frcm FY 77
through FY 80, the activity of this loan fund was quite stable in the range of
$30-35,300 per year. Through February 28, 1981, in FY 81 no loans have been
made although the Division anticipates making loans equal to almost triple the
loans cede in the previous four years.

Loan Use: Loans are available for the construction, renovation, and equipping
of child care facilities. The loans must enable the facilities to ccrtply with
the appropriate licensing standards or certification by the Department of
Education.

Terms: There can be one loan to each facility, and rhe maximum amount is
$30,001. If a loan is larger than $10,000, there must be collateral equalling
100% cf the loan. The maximum term 1is ten years, and the interest rate is

7 .0 cr. the upaid raiance. Tne lean rate was raised from 6.0% in 1979

Eligibility: The borrower must shew that the proposed loan will enable the
facility to obtain or renew a license from the Department of Health and Social
Services, or a certificate from the Department of Education. “The plan must be
approver by the coimissio.ner.



Residential Care Facility Loans

General: This is a social program whose purpose is to provide low-interest

financing to increase residential care facilities in Alaska when private funds
are not available. Tnere has been no activity In this loan fund even though

the Division has planned for loans in FY 81 that exceed those made for child
care fTacilities.

Loan Use: Loans are available for the construction, renovation, and equipping
of facilities to enable them to comply with licensing standards. The
camaissioner must agree that the borrower cannot obtain private funds.

Terms: The maximum loan amount is $20,000 for a term of ten years. The loan
rate is 7.0%. Like loans for child care facilities, the loan beccmes due if
the facility closes.

Eligibility: The borrower must not be able to obtain a private sector loan,
and must show that the loan will enable the facility to qualify for a license
form the Department of Health and Social Services. Also, the borrower may not
have received more than $10,000 in loans from the fund in the preceding five
years.

Residential Energy Conservation Loans

General: This is a new loan fund, beginning its activity in FY 81. The
Division plans to lend more than $1.0 million in each of FY 81 and FY 82. The
purpose of the loan fund is tu finance residential energy audits and the
conservation improvements recamnended as a result of those audits. The audits
are financed through grants, while the improvements are financed through
loans.

Loan Use: (Brants for energy audits are available in the maximum amounts of
$300 for a single-family house, and $200 for a multi-unit residence. Loans
are available for the purchase, construction, and installation (including
labor cost) of energy conservation improvements which are recommended by an
audit.

Terms: The maximum loan amount is $5,000, or the total cost savings ten years
following the installation. The maximum term is ten years, and the loan rate
is 5.0% until January 1, 1984. After that date, the loan rate fluctuates with
a yearly average of long-term municipal bona yields.

Eligibility:: The improvement must be recarmended by an energy audit.



Bulk Fuel Loans

General: The purpose of this program is to assist stall carmunities (with
population under 2,000) in purchasing bulk fuel. The short-term nature of the
need and the loan terms makes this program different from the others.

Loan Use: The loan may be used to pay up to 90% of the wholesale price of
fuel purchased by small carmunities.

Terms: The maximum loan each year is $50,000. The lean must be repaid in one
year or less. The interest rate varies wish an average of the preceding
year®s long-term municipal bond yields, but interest may be waived or reduced.

Eligibility: Borrower must be an organized municipality or unincorporated
village with a population under 2,000, or an individual endorsed by the
municipality.

Alternative Technology and Power Resource Loans

General: This loan fund began activity in FY 80 with one loan, but has made
145 loans in FY 81, through February 28, 1981. The Division plans to about
maintain its recent pace of activity. The purpose of the program is to
finance projects which reduce the utilization of fossil fuels in production
and in generation of energy. The fund terminates on June 30, 1984.

Loan Use: Loans are available to develop means of energy production utilizing
energy sources other than fossil or nuclear fuel. Loans may be used to
develop and implement methods of energy production, waste disposal, recycling,
food production, transportation, building design, and industrial enterprise
which may be more efficient, cheaper, and less energy intensive. The loans
my be used for the purchase, construction, and installation of alternative
energy systems for the development and implementation of more efficient, less
costly, less energy intensive, and more appropriate (for the Alaskan
environment) technologies.

Terms: The maximum loan is $10,000 for a term of twenty years. The loan
rates for most loans i1s 9.5%, but the rate is 5.1.% for those described in the
second sentence in the preceding paragraph. After December 31, 1983, the loan
rates change and vary with an average of the preceding year®s long-term
municipal bond yields.

Eligibility: The project must be in Alaska.

Historical Pi, frict Loans

General: This is a small, social program to preserve structures of idstopical
importance. Through February 28, 1981, a total of only three loans have been

made.

Loan Use: Loans my be used for the restoration, improvement, rehabilitation,
or mintenance of structures in a historical district.



Terms: State loans may not total more than $1.5 million in one district, and

loans for each building or structure my not exceed $100,000. The maximum
term is thirty years, and the loan rate is 7.5% on the unpaid balance. This
loan rate was increased free 6.5% in 1979.

Eligibility: The structure must be within a historical district established
by the Historic Sites Advisory Carmittee.



Section I11: Analysis and Comment

It is not possible to do a thorough analysis of the impact of the loan
programs because of an almost total lack of important data. The lack of data
is not really the fault of the Division of Business Loans, however. They are
in the process of computerizing what data they do collect, which will help
somewhat. The data that are collected, and the few objectives set by the
Division reflect the lack of direction indicated in legislation. To a large
extent, the Division®"s real objective has been to make sane dollar amount of
loans in each program. .Thus, they are cnly measured on the obvious criteria
of administrative expenses and defaults on loans. As a result, 1t is not
totally fair to devise objectives and measurement criteria after the fact, and
to apply than to the Division®s past activity, or to fault the Division for
not collecting such data. In fact, to the extent that measurement standards
would require more and different data collection, they would impose real costs
on the Division and the borrowers.

However, it is still appropriate to investigate the impact of the Division®s
activity, and to question the desirability of expanding or eliminating those
activities. A number of the loan programs are really social programs, such as
bulk fuels, residential care, and, to an extent, child care. An indirect
benefit of child care could be that it allows a woman to enter the workforce,
stay off of welfare, and further stimulate the local economy via a multiplier
effect. With no such data collected, however, it is probably best tc consider
them as social programs that can also have positive economic benefits. In
chat case, the Division™s use of output measures (slots opened) for such
programs are appropriate. On the other hand, business, tourism, and fishing
loans are explicitly economic programs, and output measures such as fry
release from hatcheries are not appropriate. The State can support hatcheries
such that the fry release is increased by sixty million, for example, but that
is meaningless. Why not set the goal at eighty million? The real measure is
the impact of such an investment, and its resultant fry release, on the
earnings of fishermen, the multiplier effects, and the return to the State in
the form of interest and taxes (and lower transfer payments) relative to its
opportunity cost. There are also social benefits to increased employment,
but, to count these, one must assume that the projects would not have been
undertaken without the program.

This latter problem complicates any analysis of impact. It can be argued that
financing costs cf 9.5% rather than 15.0* will result in seme projects taking
place that would not cake place ctnerwise. But, in that case, it is cr.ly the
marginal 1increase that is a real benefit to the program. Since all of the
loans are made at a subsidized rate, the difference between the market rate
and the subsidized rate on projects that would have been undertaken anyway is
an unnecessary cost of this program (with no offsetting benefits). Therefore,
it is not correct to conclude that all of the employment generated by such a
program is a benefit of the program.

The State®"s involvement in business financing has been growing, but is a
rather recent development. Therefore, there are sparse data to draw on to
determine if the major impact is to drive private capital out. O0Over time, one
thing to watch will be the loan to deposit ratio of local banks. If they are



driven frcm business loan financing, it is likely that their liquidity will be
higher than average, and the loan to deposit ratio will fall, relative to
banks elsewhere. As an aside, a recent report of the Federal Hone Loan Board
shows that the liquidy ratio of thrifts in Alaska is about fc r times the
average for this district, which probably reflects State deposits and the
dominance of AHFC in housing finance.

One reason to suspect that much of che explosion in the Division®s loans in
recent years has simply been a replacing of private financing is that the
spread between the loan rates and tie bank prime rate has widened dramatically
in the last two and a half years. Che table below shows the prims rate that
has existed in each of the fiscal years since the loan programs began.

TABLE 111

The Prims Rate fron FY 72 to FY 80

Fiscal Prime Race

Year Average Hugh %ow
1972 5.35% 6.00% 4.75%
1973 6.06 7.49 5.25
1974 9.78 11.54 8.30
1975 9.83 12.00 7.07
1976 7.22 7.96 6.75
1977 6.59 7.25 6.25
1978 7.71 8.63 6.75
1979 10.85 11.75 9.00
1980 14.98 19.77 11.54

Taking business loans as .an example, 1t is clear that the 9.5* loan rate since
1979 has been a large inducement to substitute public borrowing for private
borrowing (especially if the borrower would ray more char prime). Ir.
contrast, the S.0s loan rate which v.=s in effect priortc x9°t asa far less
inducement. So, it seems reasonable to conclude thatrrnch of the increased
loan demand recently has been a result of such replacement, rather than a
generation cf new economic activity.

Ignoring that complication, one car. make a stabat estimating the impact cf
the business loan program on eamir.gs and employment by using national
averages, and further assuming that Alaskan businesses are smilar to the
national averages in those respects. Because cf these assumptions, however,
the analysis should be taken with reservation.



Most businesses in Alaska are quite snail. According to the Department of
Revenue, of the 3,460 domestic and multi-state firms filing tax returns in
1978, 3,320 of than had sales under $10.0 million. Assets and sales per
employee rise as the size of the business rises. Using data published in the
1980 edition of the Statistical Abstract of the United States, it is possible
to make a rough estimate of the number of jobs supported by the small business
lean program. The publication gives assets per employee of the top and the
second five hundred companies in size for 1970, 1975, and 1979. Using the
figures frcm the second five hundred and assuming a constant growth rate for
the intervening years, by dividing the amount of loans in each year (increase
in assets) by the estimated assets per employee, one derives an estimate for
employment. Thus, it is estimated that the $194.8 million of small business
loans made through February 28, 1981, has supported an increase in urnployment
of 4,287 persons at an average of $45,400 assets per employee. If that sounds
like a high figure, it should be kept in mind that it is in nominal dollars
and rises with inflation. Also, it is weighted by the timing of the loans,
and most of the loans have been made in the last three years. It could be
argued that the employment gain is understated because even the second five
hundred firms have a higher assets per employee ratio than®"the small firms in
Alaska. On the other nand,higherwage rates in Alaska would tend to make
businesses morecapital intensive than the national average. Those two
factors work to offset eachether, so an estimated employment gain of 4,287
persons seems reasonable.

In addition to the benefit of having higher employment, the health of the
economy 1is improved as those people spend their income on other goods and
services (a multiplier effect). It is not possible at this time to estimate
tne multiplier effect, but it is a legitimate indirect benefit of the program.

What has been the direct financial return to the State on its investment?
Prior tc FY 81, the loan programs were funded by prepurchase agreements with
the Department of Revenue, rather than by direct appropriations. The small
business loans held by that Department on January 31, 1981, had an average
yield of 8.5%. Ir. addition, the State receives tax revenues an the profits
associated with the increase in assets cf each firm. The Statistical Abstract
states that corporacions with assets under $10.0 million in 1976 had a pre-tax
return on assets cf 5.22%. Using that as an average implies that the $194.8
million in loans generated S10.2 million in pre-tax profits. The corporate
tax rate (about 5.j% on the first $50,000 and 9.4% on the balance) would add
roughly 0.4% to the 8.5% direct financial return. The 8.9% return calculated
hero ignores the tax receipts on profits generated by the multiplier effects
mentioned above. It also ignores default experience which the Division of
Business Loans could nor provide.

It is possible to rcrpara the loan rare, plus an allowance for taxes, with an
alternative investment that the State could have purchased. Since the maximum
loan term is fifteen years for business loans, this analysis assumes an
average term of sever, years. The alternative investment is assumed to be U.S.
Treasury securities with a seven year maturity. These yields are shown on
Table 1V. It can ha argued that this alternative is overly conservative since
Treasuries are mucr. higher in quality than small business loans. While that
is true, it coulc still be appropriate to use them for several reasons.
First, it is desirable to be conservative in estimating the opportunity cost.

Second, such securities likely would have been purchased if the funds were not



used for business loans,, Third, the financial return on loans may be
understated since it excludes benefits that could be associated with a
multiplier effect and lower transfer payments. On the other hand,
administrative costs and defaults are also excluded.

A casual glance at Table IV shows that the loan rate exceeds the average yield
on Treasuries in each fiscal year prior to FY 79. However, 82.1% of the small
business loans have been made since FY 78. As discussed earlier, this is
likely to always occur when the State loan rate falls relative to rates in the
private sector. Using a seven year average maturity, weighted by the timing
of the loans made, it is calculated that total 1income on U.S. Treasury
secruities would exceed the income of the loans by about $10.3 million before
compounding. After ccnpounding, the difference in income to the State Iis
about $20.8 million, or 10.7% of the total loans made by the Division in the
business loan program.

This opportunity cost estimate, or the difference between the income actually
earned and that which could have been earned oy a reasonable alternative
investment, of almost 11% of the total loans must be weighted against the
enployment gains. It should be kept 1in mind that if the loan program
primarily replaces public for private financing, then those benefits are not
attributable to the loan program. In that case, the forgone income 1is an
absolute loss to the State.

Table 1V
Approximate Financial Return to Simll
Business Loans Cornoared to Treasuries3

Loan Rate Yield on U.S. Treasury Securities
FY & Taxes Avge. High Lew
1972 8.4% 6.17% 6.92% 5.91%
1973 8.4 6.46 6.83 6.09
1974 8.4 7.25 7.93 6.77
1975 8.4 7.82 8.41 7.30
1976 8.4 7.89 8.39 7.44
1977 8.4 7.15 7.70 6.37
1978 8.4 7.71 8.40 7.12
1979 8.4 8.88 9.23 8.38
1980 9.9 10.53 13.00 8.92
1981 9.9 12.57 14.30 9.84

The Treasury yield shewn is the yield on U.S. Treasury securities with a
seven year maturity. The yield of rhe loan program is the statutory loan rate
plus an assumed 0.4% allowance for to:: revenues. It is a gross yield, before
defaults or administrative costs.

This analysis focuses on business loans because the p\eional data are more
applicable to them, and because their coal is an ecu: ic one. Tamely, they
seek to finance activity® that would otherwise not take tlace. If the same
assets per employee ratio is appropriate for all of the programs, ther. the
enployment gain is about 7,600 with business loans generating about 56.3% cf
the gain. Hcwever, it is not likely that the same ratio should apply across
industries.



One thing that is clear frcm this analysis is that the Division has no real
guidelines to use to evaluate its perfonrance. Without an understanding of
the purpose of the programs, it is not possible to state objectively if they
should be maintained, increased, or reduced. The analysis shows direct
benefits which nay be attributed to the programs. The cost of the programs is
the difference between what the State earns on the average life of the loans
and what it would have earned on the funds in the best alternative. The
current spread between the 9.9% return on business loans and lcng term
Treasury securities (about 13.5%) is rather wide. However, this spread could
narrow sharply in the next few years if the Federal Government succeeds in
reducing the inflation rate. In any event, it is necessary to question
whether the benefits of the loan programs are worth the cost.

Such a policy question cannot be answered in the absence of data. Data
collection is not free, but the cost of having a multi-nillicn dollar loan
program without direction or evaluation is high. If, in the future, it is
determined that public financing simply replaces private financing, then the
benefits outlined above are not attributable to the program, and the costs are
incurred for nothing. The lack of direction in the program is evident frcm
the data the Division collects and the few measures it suggests. Fry release
from hatcheries means nothing except as it relates to the inccrre of fishermen.
The Division does ask the fishermen who borrow to estimate the increase in
income that will result , but all agree that the estimate is dubious and there
is no follow-up data collected. The imputed goal of the Division is to make a
certain amount of loans, since that 1is abou*. all they®"can report. Yet the
real purpose of the programs certainly is not to lend fcr the sake of lending.

IfT it is decided that no additional data will be collected to use for
evaluation, 1t might be helpful to use die restriction present in the
residential care facilities program. That program only lends when private
funds are not available. That could be a valid restriction for all programs.
The State could retain the option of providing financing for projects which
are feasible at lower interest rates, but not at current high rates in the
private sector. In this way, the State could be more certain that it 1is
financing activity which would otherwise not take place, and be a positive
counter cyclical force. It cannot avoid the possibility that borrowers and
private institutions will be encouraged to push off riskier loans on the
State. That, by itself, is not bad, since it may be a legitimate goal to
finance seme®.what more risky ventures.

Conclusion

Given the lack of data concerning the ipact of the L:an prcgrars in the
Dx"icicn, it is r.cr ccssible tc arrive ar a clear ccr.cl :icr.. This ar.?.I"=is
suggests than the programs may have supported an increase in erglrymer.t cf
roughly 4,000 to 7,000 in the last, ten years. However, che explosive growth
in the programs jn recent years coincides with a dramacic widening of the
3 IalTi 2T3tS 3G Giri.\Stp < ITCCNIST A b™> 1™
prime rate. Thus, 1t is likely that much of the leading represents
replacement of private capital with public funds. This means chat the
projects would have been financed anyway, and the employment benefits are net
attributable to the loan programs. J: that case, the State bears a cost cf a
program with little benefit. The spread between private and public lending
rates then becomes an income transfer to the borrowers, who are likely to be
of higher than average inccme already.
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ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

Pouch Y, State Capitol
Jineau. Alaska 99811
(907) 465391

February 16, 1982

VEMORANDUM
T0:  Representative Bylsma
FROM:  Leslie Longenbaugh! Research Staff

RE:  State Loan Programs; Aggregate Loans
Research Request Numbe?QBZq

Barbara Johnson of your staff asked that we provide the most recent
va| able |nformat|on on all Iogns made to dat zthe State-sponsored
oan ro rams.  Each quarter this Agenc Ere areS an activity report
tate loan Pro rams; ?m now working on the report covermg
act|V|ty In the third ﬂu%rtéer of State f|sca| yea- 1982 Becayse t
report ‘is not et pub have inclyded “in this memorandum the
;f ormatmp on total loans outstandmg to date that is readily available

rom my f
As of December 31, 198L:

Total loans outstanding: 68,059

Total balance outstanding: $2,517,646,078

Mean amount of balance outstanding on loans: $3f.992

Total delinquent loans: 2,250, or 3.3% of a.' outstanding loans

Total loans in defauU:1 1,621, or 2.4% of a" outstanding loans

1 am enclosing a copy of the latest published que'terly report, which
covers loan activity during July, August and Sep:i~ben 1931. As soon
as the report for the second quarter of FY 82 is a.-Table 1 will send
it to your office. Meanwhile, please call on us -f we can be of any
further assistance.

ALoans are considered to bo in default tor the pc* :es of tois memo-
randum when they are at least 91 days delinque-: A'lthout- | have
begun recently to ask responding loan programs define loar.s in
default as those which have been remanded to tre program's counsel
for legal action, no such information is yet ava’’able from the loan
programs.



f luhY, SteCpitol

meau, Alaska 99811
(907) 4653991
January 7, 1982
MEMORANDUM
T0 Senator Dankworth

ATTN: Dianne Morrison
FROM:  Deb Pomeroy

RE: Amount of Loans in Default for Each Loan Program
Researcoh Request 81-206 ’

Djanne Morrison, of your staff askedthis agency to find the amount
o* loans |rn de?aul¥ {oreach ,0? tﬁegtate _ Foanyprograms,. Each V%nd-
Ing agercy has [ts own definition of the time when & delinquent loan
P,ecomes a’ loan in def?ult;, we have chosen to consider sixty-days de-
Inquency as the cutoft point.

The chart on the followin ,[Pages sh?ws each loan program, the agenc
responsiple for administering ™ the loan Program, theé dollar amoun
in default, and the CSOtaI amount of outstanding loans. There are a
few items which should be noted:

1) The Alaska Industrial Development Authority's delinquent loans
are all a part cf the $144,646552 in loaris which were trans-

ferred to AIDA from the Division of Business Loans in 1980 hy
the State.

2) The AIternativeTechnoloFf;y and_ Energy ,Revolvinq: Loan Pro-
?ram and the Residential Energy Conservation Loan Fund figures
?r the amount in default H1ay be a I|tt#e h|%h as the Division
of Business Loans IS In the” process of converting to a com-

uterized system, and some of the payments may ndt have been
Bregned asyyet. bay Y

3) The Memoria| Scholarship Loan Fund figures are as of May 1981
Kerry Romesburg of the Postsecundary Educaﬁon Commission .in-
formed me that "as the Loan Fund s such a small one, computatigns
are done by hand in May and again in December.  The December
(Jgures shoul(% be available somet|fme in Jdanuar . f P{OU would
alvaei1ag gt Information could be forwarded to You when it s

| hope this  informationis useful to you.lf you have any questions
or vﬁ)ul(s like more information, please cayl?. ) V4

R%tachment
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VALUE OF LOANS CLOSED AND MORTGAGES PURCHASED

BY AGENCIES OF ALASKA STATE GOVERNMENT
(thousands of dollars)

FY 1976
LOANS CLOSED
Division of Business Loans 7,888
Division of Veterans' Affairs 45285
Total Loans 53173
MORTGAGES PURCHASED3
Alaska Housing Finance Corp. 27,734
Retirement Funds (Teachers'
and Public Employees') 36,102
State of Alaska «General Fund 0
Total Mortgages Purchased 63,836
GRAND TOTALS mLOANS &
MORTGAGES 117,009

FY 1977

13,848
52,592
66,440

96,913

74,587
0
171,500

237,940

Fiscal Years Ending June 30

FY 1978

44,556
94,893
139,449

115827

59,600
0
175427

314,876

FY 1979

77,115
91,078
168,193

155,357

61,226
50,000
266,583

434,776

JUL-DEC
1978

44,622
57,893
102,515

77,996

27516
0
105,512

208,027

a/ Figures shown for retirement funds include mortgages actually purchased plus commitments to purchase.
.nm e 1le At/ [livi.im. ALiLil>|uiiment ol Revenue; Division ol Veterans* A(fairs. Division of Business Loans, and Alaska Housing Finance

CitiliuMliun, Alaska Department of Commerce and Economic Development.

JUL-DEC
1979

38,154
2,511
40,665

111,996

31,161
50,000
193,157

233,822

Rerant Change
JUL-DEC 1978

to
JUL-DEC 1989

*14%
-96%
*60%

+44%

+13%

+83%

+12%



Type of Loan

Small Business....................
Commercial Fishing............

OUMSM..cvviiiiiiiieeeeeeiiee e,
Mild Care.eeeeeeeeeeeeeee
Fisheries Enhancement. . . .
Water Resources.................
Historical Sites...................

TOTALS. ...

Loan Category

Single Family Dwelling'..........

Multiple Dwellings:

TOTALS ...

GRAND TOTALS: | OANS OF
BOTH OF AISOVL At.I NillLS

FY 1976
No. Total S

33 S 2,510
75 3,190
4 2,188

0 0

0 0

0 0

0 0
112 S 7,888

FY 1976
No. Total S

810  $30,897
23 1.526
31 1,760

4 515
58 3,760
. i

1 48

1,020 45,285

1,182 53,1/3

——————— arvrsiumr ur® olJoll "o luaws

Number of Loans Clos"fcnd Total Amounts Loaned

FY 1977
No. lotal S
61 S 4,511
136 6,229
6 1,e59
4 34
3 965
1 450
0 0
211 $13,848

(thousWR of dollars)

FY 1978
No. Total $

138 $22,369
234 13,044
3 4,194
4 34
2 2,865
4 2,050
0 0
385  $44,556

FY 1979
No. Total S

237  $42,096
357 29,734
8 4,230
1 30
4 946
0 0
1 129
608 $77,115

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

DIVISION OF VETERANS' AFFAIRS

Number of Loans Closed, and Total Amounts Loaned

(thousands of dollars)

Fiscal Years Ending June 30

FY 1977
No. Total S
754 38,331
62 4,437
45 3,144
7 898
70 4,660
126 1,128
0 0

1,064 52.592

1,275 66,440

FY 1978
No. Total $

1,198 67,726

136 11,333
43 3,891
7 768
122 9,492
1/ 1,628
1 55

1,684 94,893

2,069 139,449

FY 1979
No. Total $

1,124 65,750

116 9.019
53 5,157
9 1,245
99 0,358
10U 1,549
0 0

1,569 91,078

2,177 160,193

JUL-DEC 1978

No. Total $

145  $24,893
221 17,494
4 1,859
1 30
2 345
0 0
0 0
373 $44,622

JUL-DEC 1978
No. Total $

703 41,305
79 6,290
28 2,G78
10 1,450
61 5,153

109 1,018

0 0

990 57,093

1,363 102,515

JUL-DEC 1979
No. Total S

152 §19.637
267 13,731
8 3,591

1 15

4 1,080

r 0

1 50
433 S38.154

JUL-DEC 1979
No. Total S

25 1,620
6 526
0 0
0 0
3 315
5 t.il
0 0

39 2,511

474 40,665
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CAPITOL BULDING
POUCHV
JUNEAL, ALASKA 99811

THE LEGISLATURE 007-445-3818

BUDGET AND AUDIT COMMITTEE 907-465-3810

MEMORANDUM March 4, 1982
TO: All Members

Legislative Budget and Audit Committee

FROMt Senator Arliss Sturgulewski, ChairmanC ~*
Legislative Budget and Audit Committee

RE: Revolving Loan Funds

The Legislative Budget and Audit Committee, the Finance Committees, and
many of the members of the legislature, have made it clear that they are
concerned with state agency expenditures that occur outside the normal
budgeting process. The several revolving loan funds are a major source
of such "off-budget” expenditures. In order to get some idea of the
size o; revolving loan fund receipts, | requested information from both
the Legislative Audit Division and the Division of Loans and Veteran
Affairs, Department of Commerce. The attached memoranda provide an
overview of FY 8L returns cf repaid principal and interest to revolving
loan funds, as well as projections of annual returns and activity levels
of funds administered by the Divison of Loans and Veteran Affairs.

It is interesting to note that the present volume of loans outstanding
under these revolving funds is $2.1 billion, with an FY 81 return of
principal and interest estimated at $146 million. This represents a
significant amount of money for "new" loans to Alaskan firms and
residents.

Attachments



AUD~ DIVISION
POUCTr w —ALASKA OFFICE BUILDING

THE LEGISLATURE

iEI I\E BUDGET AND AUDIT COMMITTEE JUNEAU. ALASKA 99311

Februai 25, 1982

[ci 215122
budget/audit
COMMITTEE TO: Senator Arliss Sturgulewski
Chairman
Legislative Budget and
Audit Committee
FROM: Gerald L. Wilkerson
Legislative Auditor
Division of Legislative Audit"
SUBJECT: Revolving Loan Programs - Unappropriated

Funds

This memo constitutes the short report you requested on the
State's revolving loan funds, and the amounts of money which
are returned to each fund on an annual basis, unless otherwise
specified.

Your expressed concern that millions of dollars may be
outside or ignored by the legislative and budget processes
is most dramatically reflected in funds received by the
Alaska Housing Finance Corporation's Housing Development
Fund on loans made with appropriated funds. It is estimated
that for the 13-month period ending December 31, 1982 the
fund has received principal and interest repayments in
excess of $67 million on appropriated funds.

Another State agency receiving significant "cash" repayments
is the Alaska Industrial Development Authority which has
estimated that it has accumulated approximately $60 million
in reserves on loans and funds appropriated to it since its
inception.

The cash accumulated by other loan funds is relatively
immaterial at the present because of historic "under" funding
of loan programs. Loan funds administered by the Division
of Business Loans such as Commercial Fishing, Small Business,
Tourism, Child Care, Historical District, etc. have not
received appropriations sufficient to meet loan demand or

no appropriations have been made until recently. As a
remedy, loans were sold to the Treasury Division to provide
funds to meet loan demand. As a result the lean funds
accumulate relatively little cash from their portfolio since
most of the money received must be passed on to Treasury.



Senator A. Sturgulewski
ePage 2
February 25, 1982

It is our understanding that the accumulated cash in these
funds do not need to be-.reappropriated, in order to be reloaned
by the various agencies. This does not apply to ARRC because
of a unique statutory requirement which mandates that the
corporation may expend money only as appropriated by the
Legislature.

The attached schedule demonstrates the estimated accumulation
of cash on appropriated funds for loans for currently

active revolving-type of funds. Strict comparability between
funds 1s not possible since different administrative agencies
use varying dates of measure. However, you should be able

to gain an understanding of the approximate relative amounts
that are of concern.

STATE OF ALASKA DIVISION OF -EGISLATIVE AUDIT
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Unless Other—

Fund wise Noted
(Note 1)

ild Care Facility $ 3,805
Fisheries Enhancement -0-
Historical District -0-
Bulk Fuel 8,587
Residential Energy Con-—

servation 3,375
Alternative Technology

and Energy 42,249
Tourism 92,799
Commercial Fisheries 2,106,487
Small Business 2,712,%278
Fishermen®s Mortgage

and Note -0-
Residential Caree

Facilities -0-
Veteran®s 1,995,950
Medical Malpractice

Liability -0-
Alaska State Housing

Authority (ASHA) -0-
Alaska Power Authority

Power Project -0-
Alaska Industrial Develop—

ment Authority (AIDA) .=60,000*000
Capital City -0-
Public Law 92-203 -0-
AHFC Housing Develop—

ment 67,243,565

ka Renewable
((sources Corp. (ARRC) 1,361,882
ARRC Commercial Fisli

Purchases Assistance 4,218,805
Alaska Gas Pipeline

Financing Authority -0-
Alaska Municipal Bond

Bank A.uthority -0-
Housing Development -0-
Senior Citizens Housing

Development -0-
Temperate Social

Activities -0-
Ncr.confcrning Housing -0-
Agriculture 3,080,915
Outdoor, Recreational, Openl

Space and Historical

Properties Development -0-
Scholarship 2,780,279
Memorial Scholarship 4,200

Tctal

Nc:e 1

$145.655.176

if principal

held only by the funds,

Amount of

Monthly A.ctivity Report,

loans outstanding and number of
from Legislative Audit reports except those funds asterisked
were obtained from the House Research Agency reoort
Fourth Quarter FY 19L1 * dated August 31,

ITAT( or AUIKA

REVOLVING LOAN FUNDS
ESTIMATED ACCUMULATION OF

NET "CA~A"TOFTVARIOUS™ "PS'r 170DS
Amount Number
of Loans of Loans
Outstanding OQutstanding Comments
(Note 2) (Note 1)
$ 85,710. 7 Net of transfers to Treasury.
11,042,622 31 No repayments as of 06/30/81.
166,740 3 All loans owned by Treasury.
49,950 1
259,568 74
1,682,471 379
5,901,434 21 Net of transfers to Treasury,
AIDA.
80,980,298 1,487 * Net of transfers to Treasury,
AIDA.
75.560,269 611 * Net of transfers to Treasury,
AIDA.
-0- -0-
-0- -0-
244,101,836 5,119
3,000,000 1
-0- -0- * No activity in revolving
portion of funds.
22,124,347 17 =*
157,441,349 S50 Inception to date.
-0- -0-
-0- -0- *
1.366,592,368 20,351 * 13-months endec 12/31/81.
17,519,389 54 * Inception to 09/31/81. Of the
cash accumulated $875,861 has
been reloaned.
%
Not Available Not Inception tc C9/31/81. Of the
Available cash accumulated $3,025,691
has been reloaned.
-0- -0-
75,105,500 31 *
-0- -0-
-0- -0-
-0- -0-
6,265.300 99 *
22,193,896 411 = 0f the cash accumulated
$3,016,000 cas been reloaned.
-0- -0- =*
53,736,826 24,986 *
19,600 16 *
i/78eil in 54,549

interest payments from notes

loans outstanding were obtained

which

™,

"State Loan Programs:

1981.

oiviiion oOr ucoitcArive audit



DEPARTMENT-OF COMMERCE ¢ /
ECONOMIC DEVELOPMENT POUCH DA

DIVISION OF VETERANS'AFFAIRS f S L ke 99811
February 22, 1982

Honorable Arliss Sturgulewski
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Sturgulewski: k 7,

Enclosed you will find cash flow projections on the loan funds which you
requested of Dave Massey. These projections assume that all fund monies
are invested in loans. The following characteristics and assumptions
should be taken into consideration when reviewing the projections.

The number of loans actually being serviced by the Division of Loans and
Veterans' Affairs is much larger than the portfolio balance shown on the
enclosed cash flow projection. Since you were more concerned with the
"true revolving”™ cash flow, the figures for loans serviced by the division
for the Department of Revenue and the Alaska Housing Finance Corporation
were not included.

Depending on the size of the portfolio, its age and consistency of its
expansion over the last five years, the figures on the cash flow projection
will vary from conservative (for the older portfolios such as the Veterans,
Small Business, Commercial Fishing and Tourism portfolios) to the ideal
potential cash flow for those portfolios where very little history is
available at the current funding level.

On_ the veterans' loan portfolio, only two types of loans are available
With a large variance between loan amounts ($10,000 for personal loans
and $125,000 for multiple dwellings). An estimate was made at the
combination of personal and multiple dwelling loans which could be made
on a continuing basis.

D. A. Hostak
Director

DH/krb 5/11

Enclosure



Cash Flow on Loan Funds

Ass'jning All Fund Monies Were
Invested In Loans

Estimated
Average Yearly Return of Total Principal # New Loans
Balance Interest Principal + Interest Possible Yearly
Veterans' Loans 10,290,000- 893,900 443,200 1,337,100- 21 Personal
9 Multiple
Dwellings
Small Business 75,000,000- 7,076,020 8,820,850- 15,896,870- No Authority
Child Care 207,700 18,210- 14,250- 32,460 1 Loan Per
Year
Commercial Fish 22,177,349- 2,106,850 1,143,790 3,250,640 66 Loans Per
Year
Historical District 200,000 16,680 7,920 24,600 1 Loan Every
2 1/2 Years
Bulk Fuel * 1,000,000 54,440- 1,000,000 1,054,440
Tourism 4,500,000 384,900- 338,060- 722,960 No Authority
Mining 42,000,000- 4,401,600 10,380,550 14,782,150 18-19 Loans
Per Year
Residential Energy  4,979,000- 501,650 248,790 750,440 200 Loans
Per Year
Alternate Energy 6,410,210-  282,810- 775,450-  1,058,260- 211 Loans Per
Year
Water Resources** 910,000- 74,900 -0- 74,900 No Authority
Fisreries Enhance-
ment**- 14,934,000-

¥ These loans are for one year srily ard tre monies go back to the
General Fund. , _
There 1s only one lpan left  this fur.: and the authority and
funding have been deleted (tre one loan is interest only until

1Sc" .

o Paic-ents on these loans a"e rsferre: fc-IIS\years. Since the
cmt;enﬁgilﬁans are only 1-- y-irs ol: nc "avenues are expected
un .
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SENIOR CITIZEN HOUSING PROGRAM

The Senior Citizen Housing Program provides funding to.
municipalities and non-profit housing development *
corporations for senior citizen housing projects. Funds are
available for planning anc construction on a grant basis and
the Department attempts to utilize federal housing funds in
conjunction with State resources where possible. The
program was originated in 1975 with the proceeds of $7.5
million bond sale and continued in 1981 with an
appropriation of $16 million for fiscal years 1982 and 1983.

To date the Department has expended $7.2 million of the 1976
bond proceeds and provided planning and construction funds
for 488 units with a total cost of over $24 million. The
Department has committed the entire $8 million available for
FY 82 and has received funding requests for over $13 million
in FY 83. Attached are charts detailing the FY 82 and
proposed FY 83 activity.

The Department would like to point out that the FY 83
appropriation of $8 million contained in Section 3, Chapter
76, SLA 81, 1is limited to "planning, development and
construction of federally assisted senior citizen housing

projects.” The proposed FY 83 act" -ity contains some
projects that do not show availat federal funding and may
cot be able to secure federal fur in light of budget
reductions at the Federal level. ,ile the Department will
continue to encourage utilizatir . State and Federal
resources where possible, the D tment would prefer to

have greater flex.ibility in uti ation of the FY 83
appropriation. Consequently, t Department recommends that
Section 3, Chapter 76, SLA 81, ;e amended to read as follows

"Section 3.The sum of $8,000,000 isappropriated from
the general fund totne Department of Community and
Regional Affairs for planning, development, and
construction of federally assisted senior citizen
housing and other housing projects that meet the
special needs of senior citizens."”

The Department informs the Legislature that requests for FY
E3 funding currently total $15,984,500. Future funding
r.eeds will largely depend on data and information provided
by the Statewide Housing:z=eds Study being conducted by the
Department and scheduled for completion 1inDecember 1982.



PROJECT r.OCATIOH

Chugiak/Eagle Riv

Kona i

Homer

Wrangel |

Va 1dez

TOTALS:

SENIOR CITIZEN HOUSING PROGRAM

CONSTRUCTION GRANTS
FINANCIAL STATUS
FISCAL YEAR 1982

AMOUNT
§ UNITS SPONSOR REQUESTED
24 Municipality 2.500.000
of Anchorage
24 Cook Inlet 1.006.000
Housing Autli.
24 Homer Senior 2,400,000
Citizens, 1Inc,
24 Wrangell/Senior 685,000
Citizens, 1Inc.
15 City of Valdez 1,100,000
7,751,000
RECAP
Appropriation: 8,000,000
Committed: 1,751,000

Avalial>le ko Commit:

6,249,000

AFIOUNT
SUBMITTED

1,0GG,000

G85, 00U

1,751,000

- MARCH 15,

1982

COMMITTED

1,006,000

685,000

1,751,000

ADJUSTMENTS

200,000

200,000

FUNDS DISBURSED

959,400

959,400



PROJECT LOCATION f UNITS

Anchorage FY-02
Appropriation

Fairbanks
(Bond Fund)

Homer(Bond Fund)

Kodiak FY-02
Appropriation

Valdez (Bond Fund)

TOTALS:

SENIOR CITIZEN HOUSING PROGRAM
PLANNING GRANTS
FINANCIAL STATUS - MARCH 15, 1902
FISCAL YEAR 1902

AMOUNT AMOUNT
SPONSOR REQUESTED SUBMITTED COMMITTED
Cook Inlet 90.000 90,000 90,000
Housing Autli.
50.000
G3,000 63.000 63.000
52,500 52,500 52,500
30.000 30.000 30.000
205,500 235,500 235,500

‘Planning Grants to Municipality sponsors are funded from the Bond Fund.

Bond Fund Availability:

342,240

Commi tted:
Avayiable to Coinmit::

FY-02 Appropriation

(G.F)

143,000
199,240

:|1.142,500

ADJUSTMENTS

FUNDS DISBURSED

90,000

63,000

153,000



SENIOR CITIZEN HOUSING PROGRAM
CONSTRUCTION GRANT REQUEST

FISCAL YEAR 1983

AMOUNT AMOUNT

PROJECT LOCATION k UNITS SPONSOR REQUESTED SUBMITTED COMMITTED ADJUSTMENTS FUNDS DISBURSED
Anchorage Phase | Q0 Cook Inlet 5,500,000

Housing Auth.
Anchorngn-Phnne TT N Cook Inlot 4.484.000

Housing Auth.
Fairbanks 24 2.400.000
Kodiak 18-39 1.500.000
Metlakatla 8 800,000
Hinilchick 10 Cook Inlet G0OO0,000

Housing Auth.
St. Mary's 0 City of:

St. Mary's GO0, 000
Waul 11.1 VA 1L Clly id Wan I1lla 2,4110,000
TOTALS: 18,204,000

Approprl at lon: fn, noo,0 on



LAWS OF ALASKA

Source ChoP,*r NO-

SCS CSSSHB 150(Fin) 76

AN ACT

Making special appropriations to the Department of Community
ar.d Regional Affairs for housing projects and studies; and
providing for an effective date.

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

THE ACT FOLLOAS ON PAGE 1. LINE 10

Approved by the Governor: July 10, 1981

Actual Effective Daces Sees. 1 and 2 affective July 11, 1981,

See, 3 effective July 1, 1982

lilvai ifii <



Chapter 76

AK ACT
Making apeclal appropriations to the Department
of Community and Regional Affairs for housing projects
and studiesi and providing for an effective date.

Boowwo v &= wpNn k-

* Section 1. The sum of $8,000,000 is appropriated from the genera) fund

« 10 the Department of Community and Regional Affairs, senior citizens housing
development fund (AS 18.56.070) to develop sonlor citizen housing. Including

B but not limited to, conventional housing, housing for the frail elderly,

U group homes, congregate housing, and other housing that meets the special

B needs of senior citizens,

B *Sec. 2. The swa of $125,000 Is appropriated from the general fund to

I the Department of Community and Regional Affairs to study and arjens the

B ced In the state for housing for senior citizens, handicapped persons, and

D for persons of low and moderate Income.

D« gec, 3. The sum of $8,000,000 Is appropriated from the general fund to

1 the Department of Community nnd Regional Affairs for planning, development,

Z and construction of federally assisted senior citizen housing projects.

B+ sec 6. Sections 1 nnd 2 of this Act take affect Immediately In accor-

% dance vith AS 01.10.070(c),

% Sec. 5. Section 3 of this Act takos effect July 1, 1982.

v

P
-1- SCS CSSSHB 150(FIn)
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SUPPLEMENTAL HOUSING DEVELOPMENT

GRANT PROGRAM

This program was created by Section 7, Chapter 86, SLA 81
provide funding for access roads, water and sewer facilit
and electrical line extensions related to development of
housing by Regional Housing Authorities under the U.S.
Department of Housing and Urban Development (HUD) remote
housing program-. The Department cf Community and Regions
Affairs (DCRA) can provide up to 20% of the development c
associated with each unit of housing. The Federal
Government has placed a cap of about $92,000 per unit whi
limits the State contribution to no more than $18,400 per
unit. The FY 82 appropriation for the program is
$12,351,400 as contained in Chanter 87, SLA 81.

DCRA has received requests for $12,628,701 for 824 units
37 locations during fiscal year 1982. To date grant awar
have been made for the communities of Akutan, Atka,
Nikolski, Levelock, Mentasta, Ouzinkie and Port Lions
totalling $2,032,781. The Department intends to make gra
awards for the entire FY 82 apprcpriation prior to the er.
of the fiscal year.

Attached are charts which detail FY 82 and proposed FY 82
activity under the program.

The Department points out that the program manager at the
time of the FY 83 budget preparation process perceived th
program as an experiment that would be reviewed by the
Legislature prior to appropriation of additional funds.
Consequently, the Governor's FY £2 budget contains no
additional funding for tine prograr. Since tnat tine, the
program manager has changed and tae Department is prepare
to strongly recommend continuation of the program. Attac
is a copy of a capital budget amendment Cor $20 million
continue tne project during FY 83. The Governor's office
has taken no action on this request to date.

Based on recent developments in Congress, the Department
feels an appropriation of $7 millijn will oe sufficient t
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Source Chopter No.
9 ) B

%S C3HB 50202 -

M\ *B.
AM ACT

Relating to housing authoritle.5 and to supplenental housing

develops nt grants, and providing fcr an effective date.
Tt

BE IT ENACTED BY THE LEGISLATURE OF 1HE STATE OF ALASKA VoA (

THE A~ FOLLOWS ON I AGE I, LIHE 10

ITOERLUED M— AL IfOICATES TEXT THAT IS BEING AXCEC TC
THE LAWVMC ETAQETED HATERIAL IN CAPITAL LETTERS NCICATES
DELETIONS FRO- £ LAW GCMLETELT NBW TEXT ON HATERIAL
REPEALED AI© AEENACTED IS IDENTIFED IN THE INTROXCTORX

LINE CF EXH = "TION.
e —_—
I's %"
A > -
Approved hv the 0. .:rr.r: July it. 19S1 - -
Actual Effective !.:-m duly 1V, 1*11 I . Cy
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VlL Chapter 86
‘ (1) Ahousing authority created under thi3 section shall have Its
gl!L financial records audited annually by an independent certified public
si accountant. The legislative auditor may prescribe the fora and content
of the financial records cf the housing nuthoricy and shall have access
5J’ to these records atany time.
A . 6f * Sec. 7. AS IE.D5is amended byadding anew section tc read:
TVONQ - RS e Sec. 18.55.998.  SUPPLEMENTAL HOUSING DEVELOPMENT GRANTS.  (a)
There is created inthe Departmentof Community and Regional Affairs a
s>  supplemental housing Cevelopment grant fund. Subject to the avail-
«  ability of approp.iationa for che purpose, che department shall make
n grants to regional housing authorities established under AS 16.55.996
for the cost of on-site sewer and water facilities, road construction
e \¢ o project sites, sld extension of electrical distribution facilities
“f  to individual residences.
(b) A grant may be made only for residential housing for which
H federal loan or grant approval has been obtained from the United Stores
& Department of Housing and Urban Development and which will he mode
: 9| available to the public on a nondlaci Iminarorv basis. A, ant may not
%’ﬂ\)}wﬁ 9 be uned to retire or repay obligations nr debtn of the grant recipient,
A=V - 0 A grant may only be for the difference between the maximum amount
"y [ available under federal law ot regulation for construction of the Y Pt
- —* o [ ol 7 residential houning for which the grant la mece and Lhe actual coats of ; a-V
oV PA) the construction. A grant may not exceed 70 percent of the United %
1 Scares Department of Housing and Urban Development total development F)g PW S
. ! cost por unit In ctfect at ‘he rime the grant Is made. e
" _r".r/\r_l.\\!t' - Flc) (ran: none" may be usee nly %or the purposes specified In Ia. f-VV |,S®
K- " (a) of thin se-rlon. No part ol the grant rmney may be uned ini i m>>m
. ac. T administrative nr acher costs ' 1 regional housing autlrorltv whether
V-FVTX o | X M the coal: are directly asaoclAtcr with the colli rruetlon or art- general
HCS Cslib 502 (His)
e L m
S )
41Z Toy‘e'-é

l.

- mr'-e- —r_Tlatrrw * Yoo \VA*F
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Chapter 86
costs of the authority.

(d) The department shall adopt regulations to carry out the
purposes of this section. The provisions of Qe Admlniscracive Pro-
cedure Act (AS 44.62) apply to regulations adopted under this section.

* Sec. 6. This Act takes effect immediately in accordance vith AS 01.10.-

6|070(c).
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M EMORANDUM State of Alaska
DEPARTMENT OF COMMUNITY & REGIONAL AFFAIRS
to Ron Lehr, Director date February 8 1982

from

Division of Budget & Management
Office of the Governor

TELEPHONE NO: 465-4700

Richard Akvd&lpu-ty Commissioner subject Revision/Addition
Department tffCc munity & Reqgional Capital Budget
Affairs

Attached are revisions to the Department of Community & Regional
Affairs' FY-83 Capital Budget request for the Economic Development
Program, Development Category.

This revision adds the Supplemental Housing Development Grant
project and will enable continuation of grants to local Regional
Housing Authorities providing funds to cover the difference between
available federal funding and actual costs of housing construction.
The funds will only be used for electrical distribution systems,
sewer and water, and road extensions.
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ronclitions Addressed:

Current Fedora | funding programs for housing Continue to provide supplemental housing Ongoing
are not providing Alaska residents in the rural development funds to stabalize and utilize
areas of the- State with sufficient funding to all federal funding allocated to the State.

develop low modrtate income home ownership
housing units. As a result, the units are m
.jeopardy of not Iming huilt. with IIn;

correspond lug Ins*, ol lederal funding to the
Stale's economy nl approximately J911,200 per
housing unit. [I'iiin I'edrrnl funding reservations
for 567 housing units has been approved hy IllIf) at
192,200 per unit, or [.52,277,400. Additional
funding needed to romptele some of the units is
approximately J/OOO 00 for the costs of on-site
water and sewer facilities, road construction to
project sites, and exteirion of electrical
distribution facilities to individual residences.

An addition.it /oH units ,iro awaiting 1011 funding
of 1.65,277,000 lor IV 'HI and 1Y '84
construction, the State's share under the
Supplement al Housing Oevelopment Program is
estimated to he 11.1,J10,400.

If State limiting ol ].20,000,000 is not provided
to supplement lederal hunting of j, 11/, (100, IKK),
approximately f\% n|] the planned units will not
he huill with the loss to the Slate of
185,000,000 1in lederal iniir.lruetion fund ing.

(AL IV i vi twi Ul nl

FY 83
aiimcy  COMVONLIY ft TL(L AD AIRS A
3,1 CAPITAL PROGRAM Jin 1l
...... I coNOMic muvi lopmi nt ZIH/H2

Al OhlJtcriVES
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llie effects of the supplemental program are
experienced in several ways; _

~Rural residents receive safe and sanitary
housln%z as well as the Dbenefits of home
ownership with 00% of the costs picked up by the
federal government.

~The economy of the local rural areas are
aided, due to ~the local employment in the
construction trades to develop the “units.

FY 03

AL BtORAM mungy COMVUNITY . Rf(lONAI. AITAIRS

3 (BEINS HUIUAM ICONOMLC V1 1 OFMINT AP



The proposed Supplemental Housing Development Program addresses problem areas concerned with financing homes for low
income rural Alaskan families: 0

(1) Family finances are typically too low for the eligibility of State mortgage loans.

(2) Typical available housing is neither safe nor sanitary.

(3) Federal financing is available, but not adequate, and unfortunately, the available Federal funding will be lost to
the State unless supplemental funding is provided.

The projects located in aé)proximately 28 villages for a total of 567 housing units have received firm funding commit-
ments from IIH Tor 1.52,000,000 and now require $7,000,000 supplemental funding from the State in order to be cons-

tructed during the Fv *83-8 construction seasons.

An add 1L1him1 /oH unil* are expected to receive a firm fundiTR/g commitment as soon os the U.S. Qffice of Management ft
budget releases ihu (muling of approximately $65,000,000. State's supplemental share Is estimated to be approxi-

mately $13,000,000.

(Al lionry  Drviu»: mini Y R3

acincy FOWINTY £ loovA AlAls % " 9 F

P ANALYTIC STATEMENT
' (SX'ch Ca:jtd Hcgrl'r]) 1"JHItIHAM rCONOMIC ])lVHOPMfM 2/11/02



AGENCY SUUMISSION PROPOSED FUNDING YEAH
AGENCY PRAECT PROJECT TITLE AND LOCATION AGENCY.
33-1 Nonconforming Housing Loans
{iimaii I CPLIAING 008!
Al ey 4TTT500. 0
Sup[>lomenta L lionsin TTTTT
1U-2 D(Nelopment orant 2T
Il IMAIE ANNUAL OPERATING COSTn
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[t et G Ot
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PROPOSED SIX- YEAR

CAPITAL

PROGRAM
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GOVERNOR'S REQUEST
Please Do Not Write In This Area

GOVERNOR'S ~ GOVERNOR'S ~ GOVERNOR'S
FUNDING FUNDING FUNDING
YEA YEAR YE/n

FUNDING
SOURCE

FED RCPTS
GEN FUND

GO OONOS

GOV'S
PRIORITY

TOTAL

rro MCPTS.
N 1UNO

G.0 nONOS

TOTAL
fE1) IIECPTS,
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TOTAL
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PR' GOVERNOR'S REQUEST
AGENCY SUBMISSION PROPOSED FUNDING YEAN Pleaso Do Not Wrilo In This Area

AOOY \ng "5 PROIECT TTLEADLOCATCN o D %}ES wﬁs e

FET RCPTS
40T000r0  GENFOND
GO RONDS
gaﬂ?Aﬂl\GOZST
%% 4T), OTTO. 0 TOIAL
Stipp lomen Lai Housing 1j,noo.n nNAND_
Development Gen lit I, 0 monos
Il TIMAir, ANUDALOPERATING GCBT=
tAR | 1Lt 1LAI:2 TTTTIOTTHT TOTA
FED IIf. QLIf
I TIVATL aNNUAL OPLITAING QCBT
I>gi]@it Y

III'IIMAU annual OPLIIAIING GO8T
FAR 1T Mir fY

(I 1IMAI ANNIIAE CR RATING COM
TARTIE)MAL TY

raiitiiniv. ROVE Iojmuinl

PROPOSED SIX— YEAR aaely Community . Reuionat Affai

CAPITAL PROGRALN piliiii&@M 1 ronosss 14 1)i VC lopmon't

FY 83



Propel THI* , Loction @ Heiion Districts SnoJ Sat One |CGinililetinn Defi
Supplemental Housing Development Grant Statewide Various 111182 | 6/30/03
. R HdM GV - GOVER\CR'S REaUCST
aijincy hi.musi M e ofiling g A wd Dif nnd Gupprmved
li»rad\*  IDderd \ni Mar 1~ . 1
o Dekeil firiiifi ledrd Haripi 1007 Fearrfjl mstd])ll
1wl Gl Mirdi hing  (iiintid Fond 108 GF Mt
0 fitrtwdund 2U,fj00.0 o 1004 Geenl fud
103 VANt 10 VAHoupli
GO lluiuit TicH Al (jnusiion! Coil -0- -0- GO W
l'a‘lt.rmgl;]ff-%. . . .
Awias \WaGi Priarity Agerey Priarity Governor’s Riarity
1l roroooTo 03-2 lo%t
MIQuI CT i1 1N
Provide up to 20% of the development costs for 73% of 1,27b lousinc) units located iri rural Alaska to local Regional
Housing Authorities. Ihese funds will cover the difference between available federal funding and actual project costs
of c.onstnu tion. The foods will only he used for electrical distribution systems, sewer and water, and road
extensions.
(A 111mY MM 1wn Il H1 £y 83
- . C . . gint y @
1'wo lter DESCRIPTION aiiriny almumiyY r rigiotial ah airs It 1138m
35a PROPOSED CAPITAL ,.l{?i’“am LLONOF1( 21V 10IM H 2/8182 .

PROJECT
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C*p]]j 1lho|nrl Expenditures

KNIt Lo Total Hudyet 'Ymr (hiill?\?rin \)(ear fJOtIIG’JIOL}i \2(ear Riﬁ:%t*gear nug}/r?tl I o Fbmég;itng
Planning and f riyiiieet iny
Lend
ContRuction 11,000.0 207000 IT,00(0
Equipment
Agdrniniitration and Qthei
H;é'! Aﬁ?l ENpenditure LCapilel Coill JJ,000.0 20,000.0 U ,000.0
ect Jstncation :
Poedt Type
24 Project Need:

Mousing surveys wi the village areas lias documented the need for the planned 71 Hullding Coniifucoon (O
housing units” based on occupancy and characteristics of substandard units. &) Other toogr overmant ()
This is a rural housing program administered by the Regional Mousing Authoi i- 0 Eqnipmeni 1E)
Lies and provides for homeownership of the units. i

O P.ofii.lonil St.vlcii (P)

This rogues| assumes that it is inthe hest. interest of the people in the 0 Other (9)

State to avail themselves of the maximum Federal funds available for upgrading
the State's housing stock.

Some of these housing units have rei eived Federal funding commitments but can- Proadl Crerecteriet
not he const.rin ted without additional supplemental funding from the State. .

Tol*lly N*w Facility
Addition to Ealating Facility
Renovation of Eiilating f »<Ilky
M*)or Maintenance or fUpalr
Supplement Previously Authorised
Fund* to Enable Completion
r 1 On* of Severe] Phaaes

¢ Analysi* < Ist imaled Impact on Opeiat ing Fxpenses: ) oy T Funding Souree

Ongoing opn.il iwuu] expenses are picked up by 1ibe Federal government.

2b Hoc illMr"t ,il ion ol IsLimatod Capital Costs:

Costs ol Jin- pr_ohects are  estimated by the project ai.hitects and engineers

and 1ojx nried with by the lederal funding Agency. The final costs are deter-
mined hky competitiveybid. ) Al

Oosood

2d [deni &l i .it ion ol All c-nial ives C.ons Idei ed:

ho allei nal ives are available. Il the Stale doesnotprovide supplemental Sit* laatmea
fund iini, [In* i ito, will not lie NO  YCS

m IQS?‘QIretIXaMitiR

Al UtllitP* Available/
() C3Anm Aready Avqliti«/
MITTT IMI IITAL mill",INC,
I'II0JCCT rill LIU VI L (Kill (1 (".RAMI CA 11 (UDHY HI VI 101"MI M 1_ _
FY 83
Puimi < in' in it anon Mil MCYCOHILIIHITY ft RFC.IOTIAI AFI AIRSA ﬁied ite o

Hb AROCHED AL PUQiiNAN FCONOMIC DLVI DITMI NI 2/H/B2



Introduced: 1/29/8?
Referred: Community & Regional
Affairs and Finance

Funding Information

General runa 3X67000,000 BY DUNCAN,BROWN, BUCHHOLDT,

Ocher Funds -0- CHUCKWUK,CLOCKSIN,FREEMAN,
FULLER,GARDINER,GRUSSENDOEF,
HURLBERT ,MALONE MILLER ,MOSS,
ROGERS ,SMITH,SUTCLIFFE ,VASKA

1 IN THE HOUSE AND ZHAROFF

2 HOUSE BILL NO. 702

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 TWELFTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act ranking a special appropriation to the Department
7 of Community and Regional Affairs for the supplemental
8 housing development grant fund; and providing for an
9 effective dat*."

10 BE 1T ENACTED EY THE LEGISLATURE OF THE STATE OF ALASKA:

nli * Section 1. The sum of $16,000,000 is appropriated fromthe general fund
>2||to the Department of Community and Regional Affairs for the supplemental

13 housing development grant fund under AS 18.55.998.

]4" * Sec. 2. This Act takes effect July 1, 1982.

15

fr.

-

0i
»1
HE 70:



HOUSING AUTHORITY
LOCATION
ft PROJECT

Aleutian
AKUTAN
AK16-07

Aleutian
ATKA
AK02-B016-009

Aleutian
NIKOLSK
AK16-06
AK16-08

AVCP
KOTLICK
AK02-B009-023 & 041

AVCP
MOUNTAIN VILLAGE
AK-B009-014 ft 039

PAGE TOTALS:

NO.
UNITS

18

18

17

29

70

166

WATER &

SEWER

263,760

105,000

87,622

29,000

1,306,000

1,831,3m?

ROADS

30,000

180,266

87,000

60,000

357,266

SUPPLEMENTAL HOUSING DEVELOPMENT FUND
FY '82 APPROPRIATION

ELECT

6,646

§,60c

AS OF 02/23/82

TOTAL-
SI1DP

293,760

331,912

87,622

116,00(1

1,366,000

2,195,294

TOTAL
-IIUO

1,468,800

1,669,600

1,571,668

2,678,800

6,822,800

10,186,608

DFV.
PROG
Al'P.
HUD

10/16/81

12/03/79

12/03/79

03/24/81

08/24/81

HOUSING
CONS!
SIAIl'L

02/15/82

10/13/80

10/13780

06/27/81

06/2//81

PAGE 1 OF 8

HOUSING
%COMP,
6 COMP
TARGET

DATE

03/15/83

684
02/01/87

684

02/01/87

1% * in

201, \ 254
06/01 /R?

MIN

HT

[n PA

CtPAN
AWARD API'
IK RA

oll:1./18?
02/n 1/8R

1 11V
00/00'00

I/ 0.0
oll/1I0/0l]

oll, ols?
00/00/00



PAGE 2 OF O
SUPPLEMENTAL HOUSING DEVELOPMENT FUND
FY *"02 APPROPRIATION

HOUSING AUTHORITY ~ NO. WATER & ROADS ELECT TOTAL- TOTAL DEV. HOUSING HOUSING Al
LOCATION UNITS SEWER SHOP -HUD PROG CONS | # COMP APP
6 PROJECT APP. START & OOMP IKRA
H.D TARGET GRANT
HAIE ANMFD APP
in RA
AVCP
Klk(g)zTB%T()%Tb% 2 736,440 204,000 -0- 940,440 5,071,000 03/24/H] 05/27/H] 25 il R
AK09-B000-038 06/2 i/HP Ol iid/H
Bristol Boy
ALEKNAGIK 15 164,000 47,000 -0- 211,000 1,303,000 01/30/02  05/01/B2 0l O/H2
AK10-09 12/30/10 1/ 1100
Bristol Boy
DILLINGHAM 20 3GB,BOU  1,044,00(1
AK02-P010-011
Bristol Boy
EGEGIK / 04,000 -0- -0- M4,()00 645.4110 02/01/H2 U4/UI/H2 O1/PI./HP
AK10-10 10/01/HP (/1K»/ (0
Bristol Boy
IGIIIGIG 0 42 200 41.1,000
AK
PAGE TOTALS: 16 904,440 25',000 1,661.,440



PAGE 3 OF O
SUPPLEMENTAL HOUSING DEVELOPMENT FUND
FY 82 APPROPRIATION

HOUSING AUTHORITY NO. WATER & ROADS ELECT TOTAL- TOTAL DLV. HOUSING HODS ini; Al IN
LOCATION UNITS SEWER SIIDP ~HUD PROG CONST 7,C0MP, APP
I PROJECT APP. START & COMP IHRA
HUD TARGE T GRAII 1
DATE AWARD APP
IRRA
Bristol Bay
[ L1 ANNA 55 588,000 -0- -0- 588,000 A,810,000 01/15/82 ol/, 8/82
AK02-B010-013 (10/00/00
Bristol Bay
|E [ ANNA 129,080 805,000
AK
Bristol Bay
KOKLIANUK 12 221,280 1,108,000
AK02-B010-015
Bristol Ha-.
|.EVE LOCK 18 215,000 90,887 -0- .105,88/  1,139,9// 11705781 00/01/82 01/28/82
AK10-0/ 12/01/82 02/0 1/82
Bristol Bay
MWIA | N 10 180,000 922,000
AK02-B010-018

PAGI 10TAES: 102 803.000 80,88/ 1,028,00/ 8,021,///



PAGE 4 OF 8
SUPPLEMENTAL MOUSING DEVELOPMENT FUND

FY "82 APPROPRIATION

MOUSING AUTMOPITY NO. WATER & ROADS ELECT TOTAL- TOTAL % MOUSING MOUSING AN
LOCATION UNITS SFWER SMDP -MUD CONST ftCOMP AM
& PROJECT APP. START & COMP 1 RA
M.D TARGET GRAN T
DATE AWARD APP
DCRA
Bristol Bay
NONDALTON M 258,160 1,200,800
AK02-B010-017
Bristol Ba
PORT NEIDE% IM 258,160 1,290,800 01/15/82 0M/01/82 01/,'G/82
AK02-B010-017 11/01/82 (Mol
CoB er River Basin
COPPER CENTER 50 -0- -0- -0- 022,000 M,610,000 PRO,II CTED 01/26/82
AK02-B011-DOS OM/30/82 011/00/00
Co j%er River Basin
MENTASTA ) 1BM,000 -0- -0- IBM,000 922,000 02/02/81  PROJICII D Ct 01/26/82
AK11-02 05/01/82 OM/01/8.1 02/10/82
Interior Regional
FAIRBANKS 50 250,000 -0- -0- 022,000 M,610,000 PRO.II CM ) 01/26/82
AK02-B007-1) 10 0.1/15/82 OO/IN/IKI
PAGE TOTALS: 138 MM, 0 2, VIM,.120 12,723,600



PAGE 5 OF 8

SUPPLEMENTAL HOUSING DEVELOPMENT FUND
FY '02 APPROPRIATION

HOUSING AUTHORITY

LOCATION
& PROJECT

Interior Regional
GRAYLING
AK02-B007-015

Interior Regional
KALTAG
AK02-B00UT-011

Interior Regional
MINTO
AK02-B007-018

Interior Regional
NOR TIIWAY
AK07-09

PAGF 10I1ALS:

NO.
UNITS

1A

16

30

19

99

WATER &
SEWER

258,160

275,0R0

522,136

3A3,353

308,300

1, 706,98"

ROADS

2bx000

28,000

ELECT

20,000

11,06A

7,007

35,500

/J, 1>/1

TOTAL-
SIIDP

258,160

295,040

533,200

350,360

368,800

18150

TOTAL DCV., HOUSING HOUSING
-HUD PRUG CONST ZCOMP,
APP. START 6 COM

1D TARGE 1

DATE

1,290,000 + 2/15/81

1,A75,200 05/15/81  PROJECTED O#
09/01/82 06/01/83
2,766,000 PROJECTED
02/15/82
1,753,300 PROLL C 111
OA/30/82
1, IMA, 000 05/ 16/81 38/
03/31/82
9IOID

Al
APP

1 RA

GgAN 1
AWARD APP
in RA

0726/82
110/110/01)

01/26/82
00/00/00

01/20/82
00/110/00

01/29/82
00/00/00

01/26/82
00/00/00



PAGE 6 OF 0

SUPPLEMENTAL HOUSING DEVELOPMENT FUND

FY '02 APPROPRIATION

HOUSING AUTHORITY
LOCATION
6 PROJECT

Interior Regional
NULATO

AKQ7-08
AK02-B007-010

Interior Regional
TANANA
AKO0T7-07

Kodink
PORT LIONS
AK13-08

Kodiak
PORT LIONS
AK13-09

Kodiak
UZINKIt
K02-B013-010

PAGE TOTALS

L[\JKN)'ITS WAEE\?VEF%
A0 80,000
25 100,000
25 A71,000
10 19A,A00
10 16A.A00

110 1,009,800

ROADS

2A0,000

275,000

BL>()0))

ELECT

80,000

75,000

155,000

TOTAL-
SHOP

A00,000

A50,000

A71,000

19A,A00

|f»AA()0

1,0/9,800

TOTAL
-1IUO

3,688,000

2,305,000

2,305,000

922,000

9PP,000

10,1A2,000

DEV.
PROG
APP.
IUO

06/27/80

06/27/80

06/09/80

00/09/80

0I/P//8I

HOUSING
CONST
START

10/28/80

10/28/80

05/18/81

05/18/81

06/18/81

HOUSING
%COMP,
| COMP
TARGET

DATE

10/20/82

10/28/8P

05/30/82

GK
os/ jol mp

(>'.1 (O/ftp

Af CH

APP

DCRA
CRAIIT
AWARD API1

01/P6/02
00/0(1/00

01/P1./8?
110/011/1K)

oi/pi.lop
=R NG

1, (-/ftp

OP/iM/f"P

/. 1>/8
HP /I,



PAGE 7 OF 8
SUPPLEMENTAL HOUSING DEVELOPMENT FUND
FY 82 APPROPRIATION

HOUSING AUTHORITY NO. WATER & ROADS ELECT TOTAL- TOTAL DEV. HOUSING HOUSING ALl
LOCATION UNITS SEWER SIIOP -|lUD PROG CONST SrCOMP APP
& PROJECT API'. START & COVP DCRA
[IUI) TARGET GRAIII
DATE WAR!) APP
In RA
Mellakalla
METLAKATLA 24 192,560 250,000 -0- 442 560 2,212,800 0//120/81 PRO,ICCII? o 01/26/8;"
AK02-8002-005 01/31/8 UNKNOWN 00/00/00
NANA
BUCKLAND 10 -0- 182,000 -0- 182,000 922,000
AK02-B006-015
NANA
BIJCKLANU -0- 223,000 -0- 223,000 1,106,AD0
AK02-T006-020
1
10 -0- 150,000 922,000 T
AK02-11U06-02H e
NANA
18 21'1,360 -0- 2M L, B0 1,(3, G0

SIIUNGNAK
AK02-15006-01 |

'AG 101AS: /' A06.920 6V, 1,111,920 (<,822,800



PAGE 8 OF 0
SUPPLEMENTAL HOUSING DEVELOPMENT FUND
FY '02 APPROPRIATION

HOUSING AUTHORITY  NO. WATER & ROADS ELECT TOTAL- TOTAL HOUSING HOUSING Al
SHOP -H CONS|

DEV,
LOCATION UNITS SEWER uD DRUG ffFCUMP AP/’
& PROJECT APP. START & COVP IK RA
[IUI) TARGEL HRAM
DAII AWARD APP
Il RA
North Pac 1f Ic Rini
ENGLISH DAY 20 200,000 150,000 -0- 350,000 1,044,000 03/25/01 09/15/01 01/ VO?
AK15-03 03/31/02 00/110/00
Nnrl h I'nr. 1f Ic 1l Im
PORT GRAHAM 3l 310,000 1/5,000 -0- 405,000 2,050,200 03/25/01 09/25/01 /57 01/2G/0?
AK15-04 03/31/02 oo/iiii/no
North Pacific Rim
TATITLLK 10 193,920 130,000 -0- 331,920 1,659,000 03/25/01 09/15/01 N 01/21./P?
AK02-B015-005 00/01/02 00/110/00
PAGE TOLALS: 69 1().1, 920 Ah 1,000 1,166,920 6,361,000

GRAND TOTALS: 024 13,620,/0l



ING AUTHORITY
TION
OJECT

lie Slope
JUVUK PASS
-B005-013

lic Slope
DV
-BO05-012

ic Slope
T HOPE
-8005-014

|AK
-8009-042

TOTALS:

NO. WATER &
UNITS SEWER
22
25
15

SUPPLEMENTAL HOUSING GRANT PROGRAM
PROJECTS WITH EXISTING HUH FUNDING

FY03
ROADS ELECT TOTAL- TOTAL
SIIDP -HUD

2,028,400

829,800

2,305,000

276,600 1,383,000

216,600 6,546,200

DEV.
PROG
APP.
IUO

HOUSING
QONS
START

HOUSING
Momp,
R COVP
AKGCT

DATE

PAGE 1 OF 6

ALl

APP

DCRA
GRAN |
AWARD APP



CS WTH EXISTING HID FUNDING

20F 6"

NG AUTHORITY NO.

ION
‘JECT

L009-025

RNAK
13009-026 t

RNAK
B009-054

BOOO-047
1

K
R009-030

TOTALS

UNITS SEWER

20

25

24

99

HATER &

TOTAL-

368,n00

276,600

276,600

461,000

442,560

1,1125,560

TOTAL
-HD

1,044,000

1,303,000

1,383,000

2,305,000

2,212,800

9127,800

DEV.

APP.
[IUO

HOUSING

START

HOUSING
/((MP,

1AKUL1
UATE



PROJECTS WITH EXIST TNG

PACE 3 OF 6

HOUSING AUTHORITY

LOCATION
& PROJECT

AP
BVIVONAK
AKO06-B009-046

AP
HOCPER BAY
AK06-BOP9-044

AP
KWIGILLINGOK
AK02-B009-21

AP
LOMR KALSKAG
AK02-B009-011

AP
NEWTCK
AKO02-B009-020

PAGE TOTALS:

NO. WATER & ROADS ELECT
UNITS SEWER

17

23

26

06

TOTAL-

313,400

424,120

66,000

479,440

166,960

1,449,000

TOTAL
-mo

1,567,400

2,120,600

1,014,200

2,397,200

029,800

7,929,200

HOUSING
CONST
START

HOUSING
2COMP,
& COWP
TARCGET

DATE

ALCN
APP
DCRA

GRAN |
AWARD APP



W

'PROJECTS WITH EXISTING HUD FUNDING

PACE A CF 6

HOUSING AUTHORITY NO.

LOCATION
& PROJECT

AP
QUINHAGAK
AKO06-B009-056

AP
SCAVMON BAY
AK06-BOt)9-045

AVCP
SCAVWON  BAY
AK02-B009-031

AP
TOKSOK BAY
AK02-B009-017

AP
TUNTUTULIAK
AKO02-B009-029

PACE TOTALS

UNITS SR

24

25

25

95

WATER &

Wy vowg

ELECT TOTAL-
SHP

110,640

% 276,600

442,560

461,000

461,000

1,751,000

-IRIl)

553,200

1,383,000

2,212,000

2,305,000

2,305,000

0,759,000

nrv.
proi,
API',

liniIMNG
oHS1

lau |

HOUSING
'/COVP,
& QAW

TARCGET

A (I
APP
IM KM

ANARD APP



PROJECTS WITH EXISTING HUD FUNDING

PAGE 5 OF 6

HOUSING AUTHORITY NO,
UNITS

LOCATION
& PROJECT

AP
UPPER KALSAG
AKO02-B009-043

Bering Straights
GOLOVIN
AK02-B008-021

Bering Straights
SHISMAREF
AKO02-B008-022

Bering Straights
WHITE MOUNTAIN
AKO02-B008-018

Interior Regional
CHALKYITSIK
AK02-B007-014

PACE TOTALS

16

16

15

75

WATRR &

SR

256,600

256,600

ROADS ELECT
r.

-0- 20,000

20,000

TOTAL-

239,720

276,600

516,320

TOTAL
-HUD

1,198,600

1,383,000

1,<175,200

1,475,200

1,383,000

6,915,000

DEV. HOUSING
PROG QONST
APP. START
H.D

PROJECTED

04/30/82

AITN

00700700
00/00/00



PROJECTS WITH EXISTING HUD FUNDING

PAGE 6 OF 6

'HOUSING AUTHORITY NO. WATER & ROADS ELECT TOTAL- TOTAL DEV. HOUSING HOUSING AECN

LOCATION UNITS SNER SHOP -HUD PROG QONST 2COMP, APP

& PROJECT APP, START & QWP DCRA
HUD TARGET GRANT

DATE AWARD APP

Interior Regional

HOLY CROSS 20 338,000 -0- 30*000 368,000 1,814,000 PROJECTED 00/00/01)

AK02B007-017 3y 03/31/02 00/00/00

Kodiak Island

KODIAK, 48 ) 4,425,600

AK02-P013-11

NANA
KOTZEBUE 44 135,325 134,566 -0- 269,091 4,056,800
AKO02-P006-017

North Pacific Riin
EYAK 29 534,760 2,673,000

AKO02-B015-006

PACE TOTALS 141 473,325 134,366 30,000 1,172,651 13,000,200
GRAND TOTALS: 567 6,991,931 52,277,400






SEN.

PATRICK RODEY
G-ARAN

0Q7] *65-3717

M: iSRS
Sen. Mulcahy

Sen. Stimson
Sen. Sturgulewski

A laska State Legislature

SENATE BANKING COMMTTEE
PottoH V, J tjxea> o&bii

Summary of Joint Meeting with 1iouse Banking Committee; AHFC 2/4/32

The following is an edited version of testimony received by
members of the Senate Special Committee on Banking and the House Special
Committee on Banking meeting jointly in the House Finance Committee room
at 3:30 p.m. on Thursday, February 4, 1982. The tapes containing the
complete testimony are available through Senator llodey"s office.

Present from the Senate committee were Rodey, Stimson,
Mulcahy and Sturgulewski. From the House committee, Meekins, IN ATTENDENCE
Buchholdt, Halford, Miller and Bettisworth were present.

Meekins and Rodey opened the meeting and described
the purpose to be an overview of Alaska Housing Finance
Corporation (AHFC) to see "where we®"ve been, where we"re
going, and what we have to do this session".

The first witness was Harry Goldbar, executive
director of AHFC. He was accompanied by Mark Cameron,
finance director for the corporation. They offered
the following statistics for FY 81: AHFC committed 81
$750 million in mortgage purchase funds through the utili—
zation of $610 million in bond proceeds, and $183 million
in cash appropriations. Some funds carried over into this
fiscal year.

So far in FY 82, AHFC has purchased $555 million
in mortgages, and sold $500 million in bonds, 1including
$300 million in taxable bonds and $200 million in tax-
exempt bonds. AHFC anticipates total mortgage purchases 1in
this fiscal year of slightly in excess of $900 million.
In addition, AHFC has structured, but not yet sold, both
a taxable and a tax-exempt bond issue - both the first of
their kind for a housing finance agency - to support a
market for second mortgages for purchase and home improve—
ments as directed by the legislature last session.

Demand for FY 83 1is projected at $1,062,000,000.
This demand will be supported by subsidy funds in the
amount of $283 million, including $223 million in FY 83 83
cash appropriations. The rest of the subsidy funds will
be derived from the proceeds of some of the $236 million
in mortgage loans that were appropriated to AHFC 1in 1980,
and on which the reversion was removed by the last legis—
lature. Of the $223 million, approximately $90 million



will be used to fund programs which are not supported by
bond proceeds. That includes rural housing mortgage purchase
program ($35 million); mobile home loan purchase program
($45 million);and the rural non-owner-occupied multifamily
purchase program ($10 million). AlIl of these programs will
be investments for the Home Ownership Fund.

Meekins asked why the $236 million in mortgage loans
had not been used up yet. Goldbar responded that the purpose 1980
of the appropriation of those mortgage loans, which was made APPROPRIAT10
in 1980, was to insure against the potential taxability of the
$460 million in taxable bonds issued under the shadow of the
Ullman bill last year."Those issues covenanted against the
use of those funds until Jan. 1, 1983.

Meekins asked how much money was appropriated to AHFC
last session. Cameron answered: $265 million. It was noted
that AHFC was anticipating doing about $100 million more of
lending for $42 million less appropriation.

Rodey asked for a status report on the second mortgage
program. Goldbar responded that AHFC had intended to sell bonds SECOND
on January 20 for that purpose, both taxable and tax-exempt. MORTGAGE
The taxable issue is to be used for purchase and home improve— PROGRAM
ment; the tax-exempt 1i1ssue is for home improvement loans up
to a maximum of $15,000 per loan. AHFC had intended to begin
the program Feb. 1, but bond counsel felt they needed addit—
ional regulations prior to implementation of the program.
Therefore, AHFC is out to public hearing now, it iIs expected
that the board will approve the new regulations at their
next meeting on Feb. 17, and the second mortgage program
will be i1mplemented almost immediately thereafter.

Rodey asked about the possibility of providing financing
for 3/4-p.lexes. Cameron responded that the corporation has pre— MULTI-PLEX
viously provided a preliminary analysis (for a copy, contact FINANCING
Jim Kelly at 3717). At this time Rodey requested that further
analysis be done by AHFC and provided to the committees, 1iInc—
luding a statement as to whether the proposed multi-plex fin—
ancing should be limited to 3/4-plexes or up to 6-plexes.

Meekins asked 1f the corporation was proposing any specific
legislative changes. Goldbar responded that he has been working on
some language for a form of subsidy recapture which ultimately
could result in a revolving fund. AHFC 1s working with Ron Lehr SUBSIDY
of the governor®s office in this regard. RECAPTURE

Meekins asked 1f any changes were being contemplated re—
garding the interest rate ratchet. Goldbar responded that the
operation of the ratchet to date has resulted In a maximum subsidy
of 705 basis points (7.05%) no matter what the cost of funds 1is.
He admitted that the ratchet hasn"t worked in as orderly a INTEREST
manner as we would have liked, but that that has been due to the RATE
chaotic activity in the bond market. He also said he expects that RATCHET
miximum spread to be reduced by year®"s end to about 5.5%. Further,
iIf the ratchet is be changed legislatively, he thinks we would



Feb. 4/Page 3

have to proceed towards a 3% spread by using a 5% spread per
month, or some other predictable formula.

Halford asked if it is possible for AHFC to adopt some
regulatory procedure to provide for an interest rate commit—
ment at the time of commitment vs. the time of closing. Alter—

natively, he asked i1f some method could be developed to allow INTEREST
the ratchet effect to be implemented bi-annually or on some RATE
other time schedule, just so there could be some certainty in COMMITMENT

the market. Goldbar said he has had drafted a procedure which
would provide for interest rate commitments, and that i1t would
be presented to the AHFC board at their meeting of Feb. 17 for
their approval and implementation.

Rodey asked about a legislative proposal that all loan
criterion be put into regulation form (SB 609), and noted that
he had some difficulty with it. Goldbar responded that if 1t means
that the AHFC seller servicer guide would have to be in regulation
form, then he believes it "would make it "cumbersome to maintain
a viable and expeditious turn-around in our prior approvals of SB 609
mortgage purchases, and also our smooth relationship with the
seller-servicers". He says the guide requires some interpre—
tation, and that at present "it tends to be more liberal on
the side of the borrower than i1t used to be"™. His concern is
that adoption of SB 609 would "take away some of the flexibility
and the ability to change ¢ guidelines when we find that we"ve
made a mistake or that conditions have changed."

Mulcahy asked about the demand for the second mortgage
purchase program,and to what use the loan proceeds could be put.

Goldbar said the proceeds from the taxable bond sale will be

used for second mortgages for purchase, and home improvement; SECOND
from the tax-exempt bond sale for home improvements only, up MORTGAGE
to 515,000. He also said the corporation has plenty of money PROGRAM

for rhe program, even before going to the bond market.
Cameron said funds appropriated for the SAM program totalled
5158 million at Dec. 31, 1981, still available.

Meekins asked for a breakdown on how the FY 83 mortgage
demand of 51,062,000,000 would be met. Cameron answered that
AHFC anticipates four taxable issues for the first mortgage

program - $150 million, $120 million, $120 million, $150 FY 1983
million - for a total of $540 million. The second mortgage FINANCING
taxable program would entail three bond sales - two at $50 SCHEDULE
million, and a third at $25 million - for a total of $125

million. The tax-exempt program for seconds will require

two issues at $20 million each. The tax-exempt first mortgage

program anticipates two sales of $70 million and $75 million

for a total of $145 million. The grand total of all bond sales

in FY 83 is $850 million. The balance of the demand will be met
by prepayments under other programs, and from the cash approp-
riation of FY 83.



Rodey asked about the Home Ownership Fund, the status
and suggestions for changes. Goldbar responded that AHFC is HOME
in the process of restructuring the program right now. He OWNERSHIP
said that the corporation has felt no pressure on the amount FUND
of funds available, and that the way it was originally
structured by AHFC rit simply is not reaching out to as
many potential purchasers as it could".

Buchholdt asksd about the status of loans for condo-
miniums. Cameron responded that in FY 81, 960 condos were CONDOMINIUMS
financed through the various AHFC programs, representing
.12.53% of all types of. dwelling units financed. For the first
six months of FY 82, the comparable numbers are 1,099 condos,
or 16.14%

Meekins asked for an opinion on the often-suggested
proposal that AHFC expand its regular program to include
3/4-plexes and that all rental financings beyond that be MULTI-PLEX
handled through Alaska Industrial Development Authority FINANCING
(AIDA) - both the suggestions being partial solutions to
the rental crisis which has afflicted several Alaska cities.
Goldbar responded that he believes that AHFC could accomodate
the 3/4-plex program; as for the rest, he would defer to
Commissioner Tom Williams. As to projected cost for a program
for 3/4-plexes, assuring only new construction, 20% down pay-
ment, no refinancing, owr.er-occupancy and an estimated con-
struction cost of $52,000 per unit, total demand is estimated
at $30-50 million, with a subsidy of $12-20 million.

Sturgulewski asked about the merit of taking advantage of
the provision in the Ullm.an bill which allows for the issuance
of tax-exempt debt fcr the purpose of veterans' housing. Goldbar
said it would reduce the amount of subsidy required, that AHFC
estimates 30 percent of the demand is from veterans, that some VETS G.O.
other enabling legislation will be required, including a dif- BONDS
ferent definition of eligible veteran. Sturgulewski asked that
AHFC provide the committee with further specifics regarding this
matter.

Buchholdt mentioned the bill introduced in the House
yesterday, HR 17, which relates to the question of di“cimina- HR 17
tion, and asked Colccar if he was aware of any discrimination
n transactions affecting AHFC. Goldbar responded that AHFC is
a secondary market, and doesn't ccme into direct contact with
the borrowers. Nonetheless, he could nit recall any instances
of discrimination with ar.y of the seller-servicers since he's
been employed with the corporation.

Bettisworth asked if AHFC has enough money to fund all
requests at this tins. Gcldbar noted that AHFC does have enough
money, but has requested a supplemental bond authorization for
$210 million in FY EIl, net a supplomental appropriation. The SUPPLEMENTAL
request also includes bor.d authorization of *P50 million for
FY 83.



The next witness was Commissioner Tom Williams who
sits on the board of directors for AHFC, AIDA and the
Permanent Fund, 1in addition to serving on the State
Bond Committee. He was asked by Rodey for his opinions SJR 39
on the merit of backing tax-exempt housing bonds with
the State®s general obligation (SJR 39). Williams said
he favored 1issuing the bonds in the name of a State
instrumentality, like AHFC, with the State"s G.0. behind
it. He said he preferred to use AHFC as the issuing agency
rather than the State for several reasons: (1) better
market acceptance; (2) less direct impact on the State"s
other G.0. 1issues; (3) possibly better ratings and interest
rates.

Upon questioning from Sturgulewski, Williams said
that the bonds would probably sell in the range of 11 to
11.5 percent, and that AHFC"s bonding capabilitieswould VETS G.0.
not be impaired by implementation of such a program. BONDS
Regarding demand, he guessed that it would be a function
of relative advantage of this program vs. the regular
AHFC program.

Miller and Meekins asked about multi-plex financing.
Williams said he supported local government efforts first,
e.g. the effort underway 1in Anchorage at present. He also MULTI-PLEX
noted that condominium conversions exacerbate the rental FINANCING
crisis, and that there are movements to have AHFC approve
upwards of 200 conversions, primarily in Anchorage. He
supports efforts to cooperate withlocal governments to
restrict conversions at times of a critical rental shortage,
and that they use local powers to restrict rent gouging.
He also estimated that a rental financing program through
AIDA would cost upwards of $100 million in the first year,
that use of the tax-exempt financing has some difficulties
in terms of generating sufficient revenues to cover debt
service, and that, 1in his opinion, subsidies iIn this area
would be inappropriate.

Sturgulewski asked about the availability of additional
security to facilitate the issuance of those tax-exempt bonds,
for example illiquid assets held by Treasury. Williams replied
there are some, and they do generate an income stream of roughly
$24 million per year.

Meekins asked if the Permanent Fund 1is going to be of
any help in the housing market next year. Williams responded
that the trustees have authorized the purchase of up to $25 PERMANENT
million in Alaska mortgages, and that as of Dec. 31, 1981, FUND
the Permanent Fund held $8,269,241.95 worth of loans and
mortgages. He noted that the fund is initiating a program of
adjustable rate mortgages (ARM"s) as a means of satist”’ng
some of the local demand while maintaining the safety of
the mortgage portfolio over time.
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Meekins asked the commissioner of revenue his opinion
on the suggestion that the State increase the subsidize por- SUBSIDIES
tion of mortgage loans up fror the present $90,000. Williams
responded that "over the long term, we need to wean ourselves
away from AHFC, and perhaps leave i1t to deal with special areas
of housing finance, the way 1t was designed originally. This
$90,000 subsidy cap is one market way of weaning people away
from subsidized housing mortgages."

The next witness was Win Germain, president of the Juneau
Board of Realtors. He supported written testimony on behalf of
the Alaska Association of Realtors (for acopy, contact Jim REALTORS*
Kelly at 3717). POSITION

Buchholdt commented at this time that she supports rent
controls, at least when the rental units have been financed with
low interest state loans. RENT CONTROL

The next witness was Jim McConague, president of the
Homebuilders Association of Juneau. He made some comments HOMEBUILDERS
and advised that written testimony would be forthcoming.

The next witness was Dick Dolman, testifying from
Anchorage via teleconference and representing the Alaska MORTGAGE
Mortgage Bankers®™ Association. He offered 11 areas of BANKERS
concern: (1) make use of tne Permanent Fund as a source
of housing finance; (2) use mere of the Permanent Fund
in-state; (3 expand the board of directors of AHFC by
adding additional public members and remove from the
Executive Budget Act and the Administrative Procedures
Act; (4) expand the subsidy base from $90,000 tc $100,000;
(5) adjust the interest rate ratchet so that i1t does net
increase by more than .25% per calendar quarter; (6) put
AHFC on a 18-24 month financir.g schedule; (7) support the
bill establishing enuity participations by private investors;
(8 expand AHFC 1into 3/4-plexss; (9) do not pass HB 402
which would prohibit enforcement of due-on-sale; (10) ir.c-
rease the allowable delinquency rate to 2%; (11) do net pass
SB 609, and do support Vets G.0. bonding.

The last witness was Chuck Homan, also testIfyirm
from Anchorage, and also a mortgage banker. His main print
was that the Permanent Fund should be used more in-stats.

It was announced that there would be another meeting
of the two banking committees cn Feb. 25, the primary rurpose
of which meeting will be to discuss possible options f:r NEXT MEETING
developing programs in AHFC ar.i AIDA to deal with the rental
shortage problem.
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SENATOR RICHARD I ELIASON

PO BX 43 COWITTEES
STKA ALAKKA 9B3D ANANCE
RESOLRCES

POUCH V STATE AFARS

JUNEAU ALASKA 0B

April 8, 1982

MEMORANDUM

To: Senator Pat Rodey
From: Senator Dick Eliason

Re: Free Conference Committee on SB 666

In your deliberations on S.B. 666 relating to certain state
loan programs, 1 would appreciate your consideration of the
addition of the following language for loans for child care
facilities:

Section ?? AS 44.33.255(c) 1i1s ammended to read:

(c) The duration for repayment of a loan may not
exceed 2) (10) years.

Section ?? This Act takes effect immediately 1in
accordance with AS 01.10.070(c).

Currently the child care facilities loans must be repaid in
10 years. Last year the Legislature raised the maximum
dollar amount of these loans to $50,000 but did not change
the loan duration. In effect this makes i1t nearly 1impossible
for most applicants to afford the larger loans as the monthly
payments are too high.

The Division of Loans lias stated that this proposed change
would have a zero fiscal note. (See attached memo.)

cc: Senator Ailiss Srurculewski
Senator Bob Mulcahy



MEMCRANDUM

TO: Russ Meekins
Chair, House Loan Committee

FROM Thelma Buchholdt
Member, House Loan Committee

SUBJ:  Child Care Facility Revolving Loan Fund
DATE  3/19/82

Since ny last memo on this subject, it has been brought to my attention
that there is support in the Senate to go ahead with one amendment to the
Child Care Facility Revolving Loan Fund statute this year, instead of
waiting for tabulation of responses to the outreach effort to be conducted
by the Department of Commerce and Economic Development after this year's
level of appropriation for the program is known.(See my last meno of
2/24/82) for more information on this outreach effort.) 1 suggest that
the House Loan Committee go ahead and include this amendment in our
authorization bill.

The amendment would allow loan recipients to pay back their loans
over a period of 20 years instead of 10 years. This would not require
any additional funding for the program. This change is supported by
the Department. It would allow providers more flexibility in paying
back their loans as many are hard pressed to make ends meet on small
budgets each year. Allowing for this longer loan repayment term would
allow more providers to benefit from the program and still maintain
fiscally sound operations.

Language for such an amendment would be:
"Section 1. AS 44.33.255(c) is amended to read:

(c) The duration for repayment of a loan may not exceed (10)
years.

A Sec. 2. The amendment made to AS 44.33.155(c) by sec. 1 of this Ant
applies only to loans made on or after the effective date of the Act.

* Sec. 3. This Act takes effect immediately in accordance with AS 01,10r070(c)."

cc: Senator Dick Eliason



IVEMORANDUM

TO Russ Meekins
Chair, House Banking Committee

FROM  Thelma Buchholdt
Member, House Banking Conmittee

SUBJ. Child Care Facility Revolving Loan Fund
DATE: 2/24/82

During the House Banking Committee meeting last Thursday, February
11, you requested that | check into the Child Care Facility Revolving
Loan Fund and make a reconmendation to you for the appropriate level of
funding for FY 83. Based on the information that | have collected, |
would recommend that $400,000 be appropriated for the fund for FY 83.

My staff discussed the program with the Deputy Director of the
Division of Business Loans and Veterans Affairs in DCED, David Massey.
Mr. Massey indicated that child care providers have not evidenced much
interest in the program during the last few years. However, the Department
has not contacted providers to let them know of the program's existence,
or the fact that the legislature raised the loan limit to $50,000 last
year. The last contact with providers was in 1978 when DHSS sent a
mailing out to providers along with applications for licensure explaining
the procram to them and that the legislature raised the loan limit to
$30,000 that year.

My staff conducted an informal telephone survey of providers statewide
earlier this week. Of the 29 providers reached, 20 had never heard of
the program. Of these 20, half indicated a desire to apply for a loan
during the next two years. Although this survey was obviously not
"scientific™, 29 phone calls generated more interest in the program in
one day than has apparently been generated in the last few years. The
response from the providers polled demonstrates to ne that there is a
definite need for the program even though the Department's statistics
would indicate that the need does not exist.

| have recuested that Mr. Massey work with Yvonne Walker, the Deputy
Director* of tne Division cf Family and Youth Services in DHSS (whicn
licenses chiid care ce-ter; and homes) to develop an updated mailing
list of provicers so trap program information can be mailed to each



provider on an annual basis;'l The first mailing will be”conducted at the end
of session after the appropriation level is known. Providers will be told

of the existence of the program, the terms available for a lean, how to apply,
etc. Mr. Massey will tabulate responses, so that the legislature next year
will have a clearer picture of unmet needs, and whether there are any
additional problems that should be addressed. (For example, the loan limit
may still be low, collateral requirements may be too stringer.t for some
centers, etc.) Both Mr. Massey and Ms. Walker have responded that they will
pursue this form of outreach.

The mailing, in addition to the recent informal survey, will generate
sufficient applications to warrant the $400,000 recommendation for
funding this year. This figure represents a doubling of the Gove'nor's
request for the Program: $200,000.
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NON-CONFORMING HOOSING LOAN PROGPMM
EXISTING PROGRAM

The program specifics have already been outlined for the
Special Committee on Loans during the hearing on February
18. The Committee asked for further information on 2 points
relating to direct lending and proposed amendments to alloy
lending on homesite and open to entry land.

The Committee wished to know the Department's procedures for
insuring that the direct lending program does net conflict
with the activities of private lending institutions. The
legislative intent accompanying Chapter 115, SLA 81, which
authorized direct lending for this program, indicated "that
the Department of Community and Regional Affairs may
originate loans in areas of the State where in the opinion
of the Department financial institutions are not adequately
providing extension of credit for housing or not"naking a
good faith effort to do so" (Senate Journal, June 23, 1981).

The Department is preparing to implement direct lending in
the next several weeks. Next week the Acting Director of
the Housing Assistance Division intends to meet with
representatives of private lending institutions to ascertain
which communities are presently unserved by private

institutions and hence, eligible for direct lending. In
those areas where there may be some question, the Division
intends to seek written proof that a private lender will not

lend funds in the area in question.

The Committee also requested information on the issue of
lending for homes on homesite ard open to entry land. AS
38.08.060 (a)(2) requires a person to construct a
"habitable, permanent single family dwelling on the
homesite, which meets all applicable state anc local
regulations within 5 years of the date of issuance of the

homesice entry permit". However, AS 44.47.420 (b) prohibits
the Director of Housing Assistance from lending on land that
lacks a "marketable title to real property"™. The Department

feels that this language frustrates the general State policy
of encouraging disposal of State land for individual and
private use.

S.B. 579 proposes to set up a guarantee account in the
Department of Revenue to guarantee loans for homes
constructed in accordance with AS 38.08.060 (a)(2). It also
authorizes the Director of Housing Assistance to purchase or
participate in loans guaranteed under this program.

The Department supports the intent of the legislation, but
points out that the goal of the legislation could also be



accomplished by amending restrictions contained in AS
44.47.420 to allow use of funds appropriated to the
Non-Conforming housing loan fund for this purpose.
Specifically AS 44.47.420 (b) could Le amended by adding a
new subsection (3) stating:

(3) by providing a letter of intent signed by an
authorized representative of the Department of. Natural
Resources which shows that title to a homesite will be
transferred from the State to the borrower if the
borrower fulfills the requirements of AS 38.08.060.

Losses which occur’pursuant to this amendment could be
covered by the Restricted Title Loss Reserve Account created
in AS 44.47.430. That section should be amended to include
AS 44.47.420 (b)(2) or (b) (3) as eligible title for
purposes of the fund.

The Department points out that the current program
emphasizes owner-occupied ' >using and would continue to
emphasize that type of housing if these amendments were



J JAY S. HAMMOND, Cor.rmor

OF COMMUNITY ¢ REGIONAL AFFAIRS nucH B
JUNEAU. ALASKA 99811
OFFICE OF THE COMMISSIONER PHONE: (9071 465-4700

Position Paper on Senate Bill 579

SB 579 will expand the lending activities of the Housing Assistance
Division to include housing loans for homes located on homesite and open
to entry lands where clear title has not yet been acquired by the
borrower.

In general the Department supports the intent of this legislation/
The need for lending on these lands was clearly established during
public hearings held by the Housing Assistance Division during the first
quarter of 1981.

The Department would point out that the goal of this legislation
could be accomplished by amending restrictions contained in AS 44.47,420
to allow U3c of funds appropriated to the nonconforming housing loan
fund for home loans on homesite or open to entry lands. Specifically,
AS 44.47.420(b) could be amended by adding a new subsection (3) stating:

L.
(3) by providing a letter of intent signed by an authorized
representative of the Department of Natural Resources which shows
that title to the homesite will be transferred from the State to the
borrower if the borrower fulfills the requirements of AS 38.08.060.

Losses which occur pursuant to this amendment could be covered by the
Restricted Title Loss Reserve Account createdin AS 44.47.430. A
further minor amendment would be required forthis purpose. Both of
these changes would be enacted under Section 3 of SB 579.

The Department raises the question of access roads, electrical
distribution lines and water/sewer systems related to homes constructed
on homesite and open to entiy lands. Many times these homes will be
located on land which 1is unconnected to existing road or utility
systems. The Department suggests that the Legislature may want to
consider a supplemental loan for these purposes.

In order for the program to be successful, the Department of
Natural Resources must assure that surveys ofhomesite or open to entry
lands be conducted in a timely manner.

The Department would like to point out that any additional general
fund appropriations required by enactment of S3 579 must be considered
in the context of the Governor®s program to control government spending
and enact a Constitutional spending limit.
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SENATE BILL NO. 579
IN THE LEGISLATURE CF THE STATE OF ALASKA

JWELFTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled:. "An Act relating to homesite habitable dwelling Iran
guarantees: and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA

* Section 1. AS 38.08 is amended by adding a new section to read:

ARTICLE 2. HOMESITE HABITABLE DWELLING LOAN GUARANTEE ACCOUNT.

Sec. 38.08.210. HOMESITE HABITABLE .-DWELLING LOAN GUARANTEE
ACCOUNT. (a) The homesite habitable dwelling loan guarantee acccur.t
is established as a separate account in the general fund. The acccunt
consists of money appropriated or assets transferred by the legislature
to the account. The commissirner of revenue shall administer tr=
account, and may enter into agreements with financial institutions in
thestate to use the assets ol the account to guarantee loans made by
financial institutions to borrowers entering homesites under this
chapter.

(b) Before a guarantee is made under this section

(1) che financial institution making the loan shall detrr-
mine, to the satisfaction of the commissioner of revenue, that trs
borrower is able to repay the loan:

(2) the borrower shall provide a letter of intent signer by
an authorized representative of the Department of Natural Rcsourc;:
which shows that title to the homesite will be transferred from ti!
state to the borrower if the borrower fulfills the requirements

AS 38 08.060.
(c) A loan guaranteed under this section

-1- SB 579



(1) must be for the construction and purchase of a habitable,
permanent, single-family dwelling which meets the requirements of
AS 38.08.060(a)(2) and regulations adopted by the Department of Natural
Resources relating to AS 38.08.060(a)(2);

(2) may not exceed the greater of

(A 90 percent of the appraised value of the dwelling
being financed with guaranteed loan proceeds; or

(B) an amount equal tothe greater of the maximum
principal amount of mortgage loans for single-family dwellings
which may be purchased by the Alaska Housing Finance Corporation
or the division of housing assistance in the Department of Com
munity and Regional Affairs; t

(3) shall be in a form and contain terms and provisions
satisfactory to the commissioner of revenue;

(4) shall be secured by collateral, including the borrower's
homesite  entry permit, evidenced by amortgage or other security
instrument, sufficient, as determined by the commissioner of revenue,
to secure repayment of the loan;

(5) may not be for a term longerthan 30years, but the
construction phase of the loan may not be longer than two years.

(d)During the construction phase of a loan guaranteed under this
section, the guarantee extends only tothe principal balance of the
loan. After the construction phase of the loan, the guarantee exL°nds
both to the principal balance arid accrued interest on the loan.

(e) The commissioner of revenue may not guarantee a loan under
this section if the balance of the homesite habitable dwelling loan
guarantee account is less than 10 percent of the total unpaid balance

of outstanding loans guaranteed under this section.
(f) A guarantee made under this section extends to a successor of
-2- SB 579



a financial institution which makes the loan, including another finan—
cial institution, the Alaska Housing Finance Corporation, or the divi—
sion of housing assistance, Department of Community and Regional
Affairs.

() A loan guarantee made under this section terminates when the
loan 1is repaid or when the borrower receives his patent to the homesite
property under AS 38.08.060, whichever occurs first.

(h) The commissioner of revenue may adopt regulations in accor—
dance with the Administrative Procedure Act (AS 44.62) to implement
this section.

(i) In this section i

(1) "account™ means the homesite habitable dwelling loan
guarantee account;

(2) “construction phase”™ means the period of time during
which a homesite habitable dwelling 1is under construction;

(3 “"financial institution™ means a bank, savings and loan
association, or credit union authorized to do business in the state.
Sec. 2. AS 18.56.090 is amended by adding a new paragraph to read:

(28) purchase loans guaranteed under AS 38.08.210.
Sec. 3. AS 44_.47 is amended by adding a new section to read;

Sec. 44.47.515. HOMESITE HABITABLE DWELLING LOANS. Notwithstand —
ing the provisions of AS 44_.47.380 - 44_.47.510 the director may use
money in the nonconforming housing loan fund to purchase or participate
:n the purchasing of loans guaranteed under AS 38.08.210.

Sec. 4. This Act takes effect immediately in accordance with AS 01.10.-



Till: LEGISLATURE OF Iz STATI: OF ALASKA
TWELFTH LEGISLATURE

FISCA L NOTK
mil/l*suiiiiinn No.. SB 579 of May 27, 1981
jiilc An 'AiL RyldLIng Co nomesn:e Habitable Dv/eiiing Loan Guarantees
Rcuucstcd hv StjlldLb dlld Commerce lommittee |);itc 12/14/81 ~
FISCAL DETAIL . .n ., :
Acuncv AlTcctctl Convnunity and Regional Affairs
Program Calcuorv Affected ' ~runrtc Development
1JIUJ, rogram, or Suliuronnni(s) Affected Housing Assistance Programs

(Noie: if more than one budget component is affected, separate line-icem amounts and funding for each
component in the analysis section.)
FXIM-NIIi rURI-S (Thousands of Dollars)

FY 81 FY 82 FY 83 | FY 84 FY 35 FY 86

100 PFRSONAL SERVICES b3.8

700 TRAVF1 18.0 i
300 CONTRACTUAL 20.4 1
«ion commodities 2.4

SQl) FOIIIPMENT 3.6 1
WM) 1AND % STRUCTURES

700 Oil ANTS OI.AIMS FTC. 1
...................................... 1 1

TOTAL
FUNDING (Thousands of Dollars)

GENERAL FUND 108.2 1
FEDERAL FUNDS |

OTIIF.R (Snccil'v Fund Source)

POSITION'S
FULL TIMF. 2 i
PART TIMi: '
TEMPORARY |

ANALYSIS (See Fiscal Note Preparation Instructions, Section IIl)

This analysis 1is based on a guaranteed mortgage fund
administered by the Department of Revenue with the actual
mortgage purchase funds available fror monies allocated
directly to the Housing Assistance Division fcr"eitheT
direcL. Uloans originated by the division cr Jloans purchased
from private lenders.

It is estimated that 90% of the loan recuests will be for
original 1loans for initial new construction and 10% will be
for completion of housing units where construction had
started but was stopped due to lack of money to complete the

houses. Sased c.n the response received while holding public
lv. DATE 12/14/5] ru*Eﬁan 1V e o .
AGENCY Cot'iiufv—=T—70gi T A=faiTs 7001 11 A-fairs
Original  Legislative Finance [o!" tMI. (907 ) . . 125
cc. [hitlucl and Management

Prime Sponsor (I'irct Legislator Named |



hearings on the Housing Assistance regulations, January
through March 1981, it is anticipated that requests for
approximatley 150 to 180 new construction Jloans and 30 to 50
rehabilitation or completion loans could be anticipated.
These loans would range between $30,000 and $149,000.

This demand will 1increase the funding 1level need by the
Division by approximately $12 million.

Tho request for two full time positionsis based on
establishing a field office in Southeast consisting of one
Loan Officer 11 and one Clerk Typist 11I. The need for this
office 1is based on numerous requests from this area and the
anticipated high number of loan requests for homesite and
open to entry lands.

This program will have both a social and economic impact by
providing additional housing units and private additional
construction work throughout the State.

The anticipated costs for a Southeast office are as follows:
*

Personnel Services

Clerk Typist 111 Range 8 $16,716
Loan Examiner 111 Ranoe 17 $29 ,460

Related fringe benefits and

salary increases $17 ,635
$63 ,811
Trave 1
To 18 Southeast communities 3 times
annually $15,300
5 trips to Anchorage headquarters $ 2,700
$18,000
Contractual Services
Commun ica tion $ 3,700
Printing £ Advertising 3,000
Equipment Maintenance 900
Equipment Rental
WANG 2,400
Other 2,000
Rent 5,400
Other fees and services 3,000
$20,400
Commod ities $ 2,400
Equipment
2 desks 900
2 chairs 250
2 bookcases 215 *
2 file cabinets 400
3 conference chairs 350
2 calculators 500
Other misc. equipment 1 .000
$ 3,565

Total $103,176
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Summary of Joint Meeting with House Special Committee on Loans
Multi-family Rental Housing and Interstate Banking
March 13, 1982

The following is an edited version of testimony received by
members of the Senate Special Committee on Banking and the House
SPemaI Committee on Loans meeting jointly in the conference room
0T the Anchora%e Legislative Information Office at 10:00 a.m. on
Saturday, Marc The tapes contammg_ the complete testi-

mony aré availabie through Senator Rodey's office.

Present from the Senate committee were Rodey, Stimson and
Sturgulewski. From the House committee, Buchhbldt "and Halford
were present. Rep. Randy Phillips was also present, as were about
25 members of the public.

_ Rode)( opened the meeting and described. its purpose to he to hear
testimony Trom Anchorage constituents re?ardlng possible legislative
changes to present banking statutes and Toan programs.

The first witness to testify was Doug Elliott, executive director
of the Coaltion for Economic Justice, and a member of the organlzlng
committee of the Ne|%hborhood Housing Service in Spenard. He praise
the .report ?reﬁared y the House Research Agenc which was mode

available at the hearing (Research Request 81-205 - Rental Housing
Prohlems: Options for Consideration). He suggested that increased
availability of rental units would "go a long. way toward restoring
some equilibrium to the marketplace, "and putting the landlord and
the tenmant cr* more equal footmq“. Ha also suggested that if the
state or the municipality were to provide low-intcrcst loans to
assist in the construction of those rental units then certain re-
strictions would be in order. For example: (1) prohibit condo
conversions for a certain period of time; (2) ensure that the

savings realized bh the builder on the low-intorest loans ho passed
or. to the renter. He also suggested that the concept of the NHS -
a partnership of tne private “and public sectors, the financial
industry art the community residents - is an admirable approach,
and one” he hopes helps improve the ho_usmg?1 stock in Anchorage.
Finally, he said he supports cooperative housing.

_ Next to testify was Breen Gaughan on behalf on the building
industry. First, he thanke? the committees for addres_sm% the problems
cf availability or lack of availability of multi-family housing.
His remarks wére extensive, but included the following® specifiC
recommendations: (1) "
ver

c
n

[ estrict the "rogers ratchet" so ‘that it be

more stabalized o a

six moith period; (2) implement a "buydown



pro% to enable the borrower to qualify for a larger mortgage by
shitting some of the front-end costs to later years; (3?] make more
rental u rts available and you will alleviate many of the problems
of affordability. He providéd the members with copies of national
position papers Provr ed by the National Association of Homebuilders
regarding . possible changes”in federal law which would assist the
butlding™ industry.

Laurie Terrell, a member of the Anchorage Tenants' Union,_ the
Coalition for Economic Justice, and the Mayor's Task Force on Rental
I-(I usrng was the next to testify. Her maror points were as follow;

th ere rs ineffective enforcement of the Landlord-Tenant Act; (2)
re ts rn Anchorage are rising at a rapid rate; for exampl

v

e, the
mont rent at Richardson Vista recently went UB $100; (3) programs
for curtarlment of domestic violence should not be cut, (4) many of
the renters she deals with pay upwards of 50 percent of their income
on rent; (5) the provision of additional rental units is the best
solution to' the present rental crisjs, though other.solutions are
needed too:. for example a rent review board such as Anchora?e had
in 1775 (6) if the state provides a multi-family program, it should
be regulated to. restrict outrageous profits -for builders and land-
lords; (7) monitor all state loan programs for abuses; (8) reculate
agarnst condo conversions; (9) pass a law so that families with
children are net discriminated against br{ Iandlords (10) contact
HUD and advise them to adjust their loca determinations’ of what
constitutes "fair market rents"; and (11) review the recent court
decision in California which prohibits discrimination against
families with children.

Rhodi Havella, a realtor and a member of the Mayors Task Force
on Rental Housrné; testified next She sug?e_sted that ‘owner-occupancy
not be considered mandatory for duplexes, tri-plexes and four- plexes;
that AHFC be encourag\ed to be innovative in its financing or)trons
that the ctate establish a revolving program for AHFC; and that
in her opinion, condo conversions are uood because they allow the
invertor to get out, and conversions are cheaper than new construction

U
0
e
a

Marr( Afeat, a contractor, was the noxt tc testify. |he commented
that (T1 the stsfe should increase construction dollars if the goal

Is jobs for low-income persons; (2) persons who receive state loans
should be required to make that public information; 3) tho state
should exercise more* control over lenders by selectively makrng
available state deposits and/or by withdrawing sollr'e-servicer

status to those lenders who disciminate againSt borrowers; (4) care-
fuIIy ‘cvigw ary proposed mergers or buyoUts of financial institutions

(5) Teiistitute "direct lending; (6) cause the drscrmrnatron by Alaska
banks agajnst women and minofities to cease. and (7) ask .who really
bene frts from tie 3tate loan programs. - Is it the wealthiest? the
Ienders the riror contractors?

Jim Hackcrt, executive vice-president with the United Bank of
Alaska and chairman of the legislative committee of the Alaska
Bankers Association, stated the Posrtron of the association to be
supportive of t-o0 proposed legislation to allow interstate banking.
The ‘reasons for the support he stated were; (1) improved technology
would result; 2) increased services.
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Willie Ratcliff with the Alaska
testified next. He pointed out that Baltimore has instituted a
cooperative housing program which h as been very succo sful. He urged
the committee members to review that program, and consjder imple-
menting such a program in Alaska. He also stated that if the state
IS goiNg to provide a subsidy for multi-family, he would support
the “subsidy going to the renter.

l\lfltrnorrty Business Task Force

Gordon Glaser, a member of the Anchorage Tenants' Union was
the next to testify. Hrs main point was that when free enterprise
doesn't function properly - as when the vacanc% rate ro s below
5 percent - then a rent Teview board Would be beneficial.

An ie Dugick, development manager for Quadrant Development,

I

was xt She t%an ked the ‘committee fqor appearrng in Anchorage |
an
of circ mstances 0 ast rve ears which have brough
to h e are t86\f61 J she explaiped fhat Qua rant B
aware 0 about 2 condo unrts that are un er planning for con-
%rtructmh this summer; about 55 percent of them are targeted at
e
%110000 She said she is also Seeing about 1 100 «or more single
amily and zero lot line. sites being planned -these are Anchorage
numbers She also testified that the multi-family bond sale planned
by Anchorage would create about 800 rental units "which is certainly
OF program in AHFC, she said that it competes against fandlords
because” homeowners under the HOF sometimes pa¥ less than renters.
She estimated that present rents averar};e about 75 cents/sq.ft., and
that will have to increase to about $I7sq. ft. in order to give some
rent control. She spoke in favor of expanding AHFC to .include owner-
occupied three and four plexes because of the beneficial impacts it
would have both on small builders and on owners under the new tax laws.
She cautioned that cost of a new four plex would be at least $200,000,
interest rates. One deterrent to use of this new program will be the
|nab|I|ty of the owner to find a source of refinancing in the future.
rnaII she spoke in favor of the Anchorage Com{)rehensrve Plan, pri-
marily because It will provide more land for multi-family units.

nd ¢ mprmented the staff for the materras Sh gave an overvrew
$80.000 and under price range, and most .of the rest are under
léss than what will probably be needed this summer". RePardrng the
kind of a reasonable return to new developers. She spoke against
and would require rents in excess of $800 to meet debt service at present
The last person to testify was Robert Kubik, chairman <f the board

er
of the Quadrant Company. He st<™ 1 that he has been responsible for
building over 1,400 burldrnas Ir Anchorage, including development of
about 15000 lots, 9 PUD's, 3 sho gprn% centers. He currently ha* under
development lan d equiva Ient to 00 wur.its, .and substantially more
in_inventory. He said Quadrant s tr rn to bujld 500 rental units
this season, and he has researched proposed Anchorage program
and concjuded that the rates that a(%)ear Irkel to keep it from working
unless the builder has at least eq urtY er unit invested in the
oroject and a Iready owns the lan predicted it could work at the
r.nge of 9,5-10.5 Bercent interest. He estimated  t.iat in order for a
developer to even break even on rental construction, the rents/ would
have to be at least $1.00/sg.ft. - which translates into a rent of
$600-650 for a smaI one-hedroom, two bedroom units: $700-800: and |
three bedroomB for greater than $900. He testified a\iOut the financing
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he has arranged for a 200 unit apartment project and stated that one

plan has a call at 30 months, and another at 60 months, so if there

were a hint of no condo conversions allowable, he would have to drop . .
the PrOjeCt. He sajd that if the 13 percent b rate that the Municipality

ond
B pannin? could be dropped to 10.5 percent, that equates to $100.
er month Tower rent. He also estimated that 1.000 new apartments in
nchorage w.ill represent 7 percent of the totetlA aBartment units increase.
s the

He statéd his support for the HOF program a est way to get people
to move out of the rental units and into home ownership, "thus freeing
up more rental units. The same holds true for condo conversions. In

addition, he suggested dropping the interest rate on the HOF program to

4 percent, requiring no hcne ownership for the previous three years

éfor targeting), and increasing the maximum price from $80,000" to

100,000° This last would help particularly in the area of three bedroom
units for families, He urged the legislature to slow down on appropriations
for road construction, as according to him, the costs have gone up fast

as a result of a scarcity of materials and men, He supported equity
participation legislation. Lastly, he supported interstate banking.
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Summary of Joint Meeting with House Committee on Loans:
Multi-Family Rental Housing
February 25, 1982

The following is an edited version of testimony received by

members of the Semate Special Committee on Banking and the House
Special Committee on Loans meeting jointly in the Governor's Con-
ference Room at 3:30 p.m. on Thursday, February 25, 1982, The tapes
containing the complete testimony are available through Senator
Rodey's office.

Present from the Senate committee were Rodey, Stimson,
Mulcahy and Sturgulewski. From the House committeé, Buchholdt

and Halford were present.
Rodey opened the meeting and described its purpose as

n

informational, i.e. the committees were interested in hearing

status reports from all the parties involved in developing

E)Ians for multi-family rental housing financing. He then dis-
Alaska Housing Finance” Corporation &AHFC)

ributed a handout from
relating to (1) their new polrcy on interest rate commitmen
2) the  AHFC schedule of financings for the next 18 months;

proposed Iangua%e to implement 3/4-plex financing and G
bonds for veterans housing.

Jim Kelly, aide to the Senate committee then gave an update

on the Anchorage multi-family bond project, including the fact
that the underwriters for the proposed issue would be Lehman
Brothers, and that the issue is Blanned for no later than AprrI 30,
Further-information on this can pe had from Dave Rose 274-7366.

At this time, Tom Williams be%an his testimony on behalf
of the Alaska Industrial Development Authority [(AIDA) He is
the chairman of their board, and commissioner of Revenue. He
was accompanjed by Buz Hoffman, executive director of AIDA.

He made available’ to the members of the committees a document
Erepared by Lehman Brothers entitled "A Strategy for Tax-Exempt
inancing of Multi-Family Rental Housing Development Projects

in Alaska” dated Feh. 16, 1982. He contrasted this to the. Anch-
orage project by porntrnﬂ out that this would be a statewide
effort. According to Williams, the basic problem in accessin

the tax-exempt market for multi-family rental financing Is the
Ullman bill, passed two years ago by Congress. That act requires
that 20 percent of the units ir."a given prorect be reserved for
persons of low- or moderate-income. In addition, there are further
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restrictions as to what portion of the income of those families
can be used for rents. So, in effect, the legislation limits the
amount of income that can be gained from the 20 percent of the
unjts that are reserved for low- and moderate-income people. In
order for the interest to be covered on the tax-exempt honds,

It IS neces_sar)( to raise the rents on the other units. The
difficulty is that bond holders are concerned about the ability
of the owners to cover debt service, especially in the event of
high vacancy rates. The more risk there is, the more will be
demanded in"interest rate premiums. The strategy then, addresses
the question of providing. security to the bond holders_so that
they will be assured of Timely and complete payments. The first
source is the revenues to be garnered from the rentalof theunits.
Backstopping that income stream  will be some form ofcredit
guarantee by a reputable financial institution,

_ Williams then described each of the three proposed strate-

ies outlined in the appendix of the Lehman Brothers' report.

he first, Chart 1, uses a natjonal bank which itself has a
AA credit rating or better on its own. BasmallK, thls_?rogram
would use this credit rating as the basis for the credit rating
on the bonds. NaturaIIK, there would bhe a pa){ment to the national
bank in exchan?e for the use of its credit pledge. The WaY it_would
work is that AIDA would sell bonds inthe tax-exempt market. The bond

roceeds would be placed with the bond trustee, as is alwaysthe case
he national bank,” the
romises to repay
et the debt ser-
holders. Now, in
tution into the
[ti-family housing,
ts as the "madster

t és loaned

hen, .that trustee would make a loan to
one with the AA rat|n%, and that institution
the loan on time in the amounts requ-red to
vice. The trustee, of course, repays the bond
order to get the money from the national inst

m

0

r
{ n
tion p
me

marketplace in Alaska for actual loans for
what happens is this: The national instituti acts
der", and provides 90 Rercent of the money tha
ental housing. That money comes from the b proceeds.
10 percent comes from our local financial institutions,
lender provides the 10 Percent at his cost of funds. The
ccmbined, and the blended rate is what is loaned out
er. He then builds it (the above loan is the perm-
d assumes a construction loan entirely financed by
rs), leases it, rents it and the rents that come
eloper, are paid into the local lending institu-
as the seller/servicer fcr the loan and acts as
erwriter for the loan. The local lender then remits
ck to the master lender. If all works right, the
does not use any of its money to cover the debt
er . . 1f there is a problem, then the master lender is
obligated to make ?ood the shortfall. The master lender will then
work™ with the local lender to discover ways to make* up that short-
fall. This is one way to finance apartments.
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Sturgulewski then asked a question about the possibility
and_the advisability of using some of the illiquid assets held
b%/ Treasury in its portfolio” to "sweeten the pot". In addition,
she asked about other resources within AIDA which could also be
gled%ed3 to secure bonds. Williams responded by describing Charts

and 3.
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According to Williams, Charts 2 and 3 represent variations
the plan just de cr|b d, and incorporate add|t|onal security
tures. In either scenario, AIDA would use the cash flow from
illiquid loan portfollo now held by Treasur% (about $

present] to insure repayment of the bonds, The cash
only be’ drawn upon 1f the revenues from the individual
|l short - for example, due to high vacancies in_the
Chart 2 the portfolio replaces the national institutio
SIS for the credlt ratln Otherwise, the plan_is |den caI.
art 3, the ?ort 0lio suéa ements the national Institution, and
national institution es its letter of credit as an addit-
| source of security. OtherW|se the plan is identical. Wh|ch
he three plans should be chosen is really a function of cost-
ficiency and market acceptance.

. Rodey asked what, if any, legislative cost would be required
to implement any of the three plans. Williams responded that in the
short run, the cost is effectively zero, because the cash flow
from the illiquid assets (loan pdrtfolio) does not represent money
that can be spent now anyway. For the long run, it would depend
whether the the illiquid asSets were permanently appropriated to
AIDA, or would revert at the maturity of the bonds fo the General
Fund. That is a legislative decision’

Rodey asked about a statement on page .2-2; "Such innovations
could include low-rate loans, delayed amortization loans, or equity
participations,” and asked for defail. Hoffman responded that AIDA
IS not reccomending subsidizing multi-family rental units; that
delayed amortization loans are similar t deep-discount bonds where

[
you borrow x number of dollars today and not pay b for a certain
numbers 0f ¥ears but then pay back all principa I interest ac-
crued: and that equ|ty part|C|pat|ons are presen Iy nst Alaska
aw, but that if they were not, then they could be used to lower
the amount of funds that would have to be borrowed and paid back
(the debt service). He mentioned also that if it were the legis-
lature's desire, AIDA qr ASHA could purchase, the 20 percent of

the PrOJGCt reserved for low- and moderate-income persons as an
equity participation, thereb% making projects feasiolo at interest
rates” which would otherwise be prohibitive.

In_response to a ?uestlon from Rodey, Williams stated that
todags interest rates for these kinds of "loans would be very close
to 13.5 percent factually the rate to the developer).

Mulcahy asked whether any of these plans are close to being
1omented Wil liams responded  that Anchora>> lan is essentially
plan 1 of Lehman Brothers, and is coina forward.

Buchholdt asked about the 20 percent portion, and about any
lan for rental assistance for low- and moderate-income persons.
i1ljams responded that he doesn't have a plun for direct rental

assistance, KeIIK mentioned that Rep. Miller and Sen. Rodey have

had House Research look into this, and that a research report should
be forthcoming in a couple of weeks.



Feb 25/Page 4

_ Next to testify was John Annand, Housing Director for the
City and Eorough of Juneau. He proceeded to detail the Juneau
rental housing” shortage, and [ocal efforts to alleviate that
shortage. His testimony is attached as Attachment #1.
Sterling Gallagher, representing Nuveen & Co., then Pr -
sented testimony about a ?roposed method of financing multi
family rental housing units that he has developed under contract
with the Alaska Stateé Housin % uthority (ASHA). The plan is
attached as Attachment # 2. John C rt|s executijve director
escriptior of the Section § pr %ram
and explained how it m|ght be used in congunctlon with t
proposed financing plan. He estimated that HUD, through ASHA,
could make available Section 8 rent subsidies to about 200
tenants of the low- or moderate-income units constructed under
any of the roposed fmancm plans. He also mentioned that
ASHA i not usm% th e Su Sld){ money it has available now
because of th e S orta e rental units that qualify. On quest-
ioning from Mulcahy, urt|s stated that ASHA has commitments on

those rent subsidiés for a period of only 4.5 years.
The meeting was adjourned at 5 p.m.

Addendum: One week later, on March 4th, a staff work session
was conducted on multi-family rental financing, and another docu-
ment, Attachment #3, was presented for consideration by the e
islature. It was prepared at the committee's request by Buz Hoff man

N
of ASHA followed with a d

Minutes prepared by Jim Kelly, Admin. Ass






NortHeat MMOdlgggves & Energy Products, Inc.

Chu?ach g
Anchorage, ATaska 99504
April 11, 1982

_ 1 am wifting to you about conference-committee delibera-
tions on SB 666— specifically the House amendment (to AS 45
88.500) that would remove most wood, coal or multi-fuel heat-
ing appliances from eligibility for the State's energy loan
programs. | urge you to delete” or modify this amendment,

| am part-owner of a wood-stove retail store in Anchor-

age. Obviously, this program helps our business. However,
We had a growing Peratrqn before the loan program was in place,
and will continue to if it is removed, Unlike some energy audrU
supply businesses, that exist solely because of the State's [oan
Brograms ours is certainly not dePendent on it. The point is,

ecause this loan program applies to wood-heating appliances,
many average Alaskans can easily free themselves from high heat-
ing bills and reduce fossil-fuel consumption—at a low cost to
the State (these being loans, not grants).

| think there are four main arguments for eliminating loans
for wood-burning appliances. | will list these, and give my re-
sponses after each.

Argument rl. This program doesn't encourage energy efficiency.
(PARTLY CORRECT)

) Frreplaces should be removed from eligibility., They are
ribly inefficient, actuall causrw% an increase in conventional
| consumption while operatrn ey suck huge volumes of

ted air out of the ouse Iass doors, fans, etc., only

rease efficiency tFy an frequently increase installa-

N Ccosts consrderab y ireplaces are nice to look at, period.

b.L Fireplace inserts should, be removed from eligibility. While
lightly more efficient than fireplaces, most are Simply ‘danger-
us--the cause of many fires each year. (This can be corrobor-
ted by the State Firé Marshall.) “Many ur.its have had their Un-
erwriters' Laboratory aﬁprovals revokéd for this reason. (In-
erts stransmit too much heat into the walls, and not enough into
he house, to be .safe and effective.)

c.). Wood-burning stoves when &roperly constructed, can be very
efficient, and should be retained in rhe State loan program. They
make efficient use of a renewable resource (wood), and herefore
can transfer a significant fraction cf Alaska's end-use energy
away from inflationary and increasingly scarce fossil fuels
(Re'sidential space heating is a major use of energg a Sig
nificant cash drain, for many Alaskans.) 3un-fire or turners
and gas_appliances, operate at about -5% efficiency at best. Al-
though independent testing data is scarce, ?ood wood stoves can
operate at 76-80% efficiency. (As much as I'd like to see it
happen, making only high quality/efficiency stoves eligible for
loand would probably be very difficulc.)

a.
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Argument #2: This program costs the State too much. (WRONG)

a.% The real (opportunity) cost is quite low, perhaps 15%,
as the prmmﬁle IS returnéd to the State by the loans. _If the
5% interest charge covers handling costs, the only loss .is that
that would be avilable from other investment. (The Legislature
has frequently decided that benefitting Alaskans was mogre import-

ant than getting the greatest return on the State's dollar.)

b.) This is _an excellent, simple program for the average Alas-
kan.” We receive many delighted comments in our s .ore: people
are pleased that "ordinary folks" can receive the front money
for an investment that many recognize is needed, but that some
cannot afford--and the required paperwork is remarkably light.
B}/] providing a simple way to amortize an initial high Investment
cheaply, this program allows many residents to unhook themselves
from escalating heating costs.

c.? |f too. much moneg really is going into the program, reduce
the foan ceiling. $2,000 is "ample"to purchase and install a good
wood stove for any home. (Wood-fired or multi-fuel boilers/fur-
naces can cost considerahly more.)

d.} |f the Legislature really is concerned about wasteful use
f State money, | have to suggest that you look at some of the
ig drains first—especially "when some of them benefit largely the
éll-to-do. Cheap mortgages for four-plexes, and subsidies ;or

s for
ordi-

I .
on-cost-effective energy projects make much better target
ost-cutting than do programs like this, which helps many
ary Alaskans, at minimal cost.

Argument fI3; These appliances cause air pollution (MOSTLY CORRECT)
This can be a problem locally, and does need to be controlled.

0
b
W
n
C [
n

a.

(Of course, car exhaust is a far worse problem, needing more at-
tention,) | think that DEC is the proper agency to handle air pol-
Itutlon in the few areas where wood stoves are serious contribu-

0rs .

b.) A ?ood wood-stove loan program will subsidize a trade-off:
reduced fossil-fuel consumption Tor slightly increased air pol-
lution Lt is wise to encourage the use of clean-burning wood .
stoves, and better ones are becommq available. However, speaking
as one who sells them, has studied them, and has used a very good
catalytic combustor, | don't feel that they are the way to go’

I.) they're brand-new technology, and quite extpenswe; _
ii.) their life-span is unknown, as yez (manufacturer provides
. no warranty), ,
iii.) while catalysts can operate very well, they have defi-
L1 nite limitations. If air-flow S wrong, or if opera-

ting temperatures fall below minimums (as happens during ali-r.ight
burns), they do"'t work;

iv.) catalysts may turn out to be a major advance in effi-
ciency; they aren't that yet, in spite of publicity.
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Argument $4; The program is being abused. (PARTLY CORRECT)
a.) "Don't throw out the baby with the bath water;"

b.) Main problem areas seem to be: (1) peoPIe keep money ob-'
tained to buy a wood stove, and invest It loan"re-
quests may be "padded," or be used more for remodeling than
saving energy;

Some suggested remedies ( erhaps best accomplished in loan

regulations, rather than by legislation):

i) return to the earlier System of dual payees (applicant
and ‘vendor) _on loan checks,

ii.), require confirmation-of-purchase form from vendor when
sale is completed, wherein vendor certifies that the listed
materials purchased with loan funds, are the nnnumrm necessary
for proper installation of the appliance. (Random-sample re-
view would indicate if certain vendors were abusrn% the program;
these could be excluded from further loan sales etailers
ﬁg%;gftaIMrs should have a great interest in keeping things

To summarize: | feel that a very strong case can be made

for retajning wood-burning stoves, and at Ieast Wood fired
central heatrn? systems, in the State's %Y loan prO?rams
IMulti-fuel systems may need to be treated dr erently (Toan
for 50% of price?), but still represent a potential great fuel
and dollar savings for Alaskans.” Modifications may need to be
made in the mechanics of the program as outlined above. It
Is perfectly reasonable to e clude fireplaces and fireplace
inserts from the floan t

% heir efficiency and safetr are,
in general, S0 poor that he public rnterest would be well-

served
by discouraging therr use.

I aPprecrate your taking the time to consider these com-
ments. would y to provide further information if you
wish any.  (My IocaI te ephone contact is 586-2345.)

Enclosures



SUPPLEMENT: Air Pollution and Wood-Burning Appliances

| have enclosed three papers regardln? wood-stove technol-
ogy. and performance, as applied to air polfution and efficiency.
Quite frankly, some of this material needs to be taken with a
grain of salt—it is trade-magazine promotion. However, there
%Gtasr?ren ag g|f|cant conclusions, supported by independently-

| .

| feel that the important point is that, while there are

[ improvements being made in controlling emissions from
-burning appliances, some of them are more show than substance.
most promising direction for new technologies is in increased
encies, which reduce emissions by simply using qualitatively
combustion methods.

0 examples of this—
i
|

majo
wood
The.

effici
hette

and | offer them only as examples,
sales pitch—are (1) the J0tul 201, described here,
izes much-improved secondary-air and -combustion; and

(2) the water-jacketed boiler ("Jetstream," etc.), which uses

. rapid, h|grh-temperature,combusnon and long-term heat storage

in water. The Jetstream 1is Perhaps the most  efficient wood-bur-

ring applla,nce manufactured today. k (Materials cost alone for

cne unit, including heat storage, is several thousand dollars.)

_ Finally, ;as the attached information indicates, there is con-
iderable variation among "efficient" wood stoves in terms of
missions. In particular, stoves controlled by bimetallic-type
hermostats frequently are worse offenders than those with manual
raft controls.  (Combustion is more oxygen-starved with thermo-
t Its,t,whl)ch leads to less-complete combustion, and greater air
ollution.
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L LAS'WOM, INC.
LoS-6442
U. AK 99802
02200 NL ANCHOPAGE AK 302 04-08 1045A AFT

PMS SEN PATRICK RODEY >r}0n3

JUNEAU AK

WE COLLECTIVELY, HAVE ONLY PECENTLY BECOME AWAPE OF LEGISLATIVE
INTENTIONS TO ELIMINATE QUOTE WwO0OD, COAL, OP MIJLTI-FUEL STORES:
OP A FIPEPLACE OP FIREPLACE INSERT UNOUOTE, F»OM THE STATE LOAN
PROGRAM. WE PEFFP TO HOUSE COMMITTEE SUBSTITUTE FOP SENATE c*jfiL
NO 666 (FINANCE) AM H. THE BILL AMENDS AS 45.88.500 BY SPECIF—
ICALLY EXEMPTING THESE WOODRMPNING APPLIANCES FROM THE LOAN
PROGPAM. ALASKANS HAVE REALIZED ENORMOUS BENEFITS FROM THE LOAN
PROGRAM, ENABLING THEM TO CONVERT FROM FOSSIL FUALS TO USING
WOOD AND/OR COAL WHICH APE AVAILABLE IN LARGE ni“"ANTTTIES AND
REASONABLY PRICED, OFTEN FPEE. THE ELIMINATION OF THESE WOOD-
BURNING APPLI GANGES FPOM THE LOAN PPOGPAM WILL VIPTMALLY ELIMIN—
ATE AN OPPORTUNITY TO ACHIEVE ENEPgY SAUJNGS FOP MANY WHO NEFrP
THE CONVERSION THE MOST. V* RESPECTFULLY [THIPGF YOU TO USE WHAT
EVER INFLUENCE YOU HAVE AT YOUR DISPOSAL, TO PETATN THrSr WOon-
RIIRNTNG APPLIANCES IN THE ENERGY LOAN PPOGPAM.

WHOLESALE niSTRIRUTORS OF ALASKA INC, ANCHORAGE ALASKA

POPEPT A. CAPLSON SP (OWNER)

ALASKA MINING AND DIVTNG, ANCHORAGE ALASKA

DAVTD PPNEFfICH (OWNERY

PUCKS BUILDING SPECIALTIES, ANCHORAGE AL/"SKA

DON PUCK (OWNep>

jur FTPPPJL.ACE man, ANCHORAGE Al.aSKA

BAVID L, CWARPEI. (uWNEP)

SUNPISF DTSTRIPUTPRS, ANGHORAge ALASKA

THOMAS HERNDON (VTCE PRESIDENT)

NOPTHEAT WOODSTOVES, ANCHORAGE ALASKA

MICHAEL JEFFERIES (OWNER)

PENINSULA WOODSTOVES, SOLDOTNA ALASKA
I FRANK CATALANO (OWNED)
I unMrcfrfiprp uaRRUAdt, pj- 1i1avr ALASKA

I ntke CARPENTEp (MANAnrp)



THE FIREPLACE MAN, ANCHORAGE ALASKA

DAVID L. GHAPPEL (OWNER)

SUNRISE DISTRIBUTORS, ANCHORAGE ALASKA
THOMAS HERNDON (VICE PRESIDENT)

NORTHEAT UOODSTOVES, ANCHORAGE ALASKA
MICHAEL JEFFERIES (OWNER)

PENINSULA WOODSTOVES, SOLDOTNA ALASKA
FRANK CATALANO (OWNER)

HOMESTEADER HARDWARE, BIG LAKE ALASKA

MIKE CARPENTER (MANAGER)

MAT-SU SUPPLY PALMER.ALASKA

GUY BACON (GEN MANAGER)

EAGLE PIVER FEED, EAGLE RIVER ALASKA

JOHN TIMMERMAN (MANAGER)

VALLEY FEED, EAGLE RIVER ALASKA

BRIAN THOMAS (MANAGER)

GLAMOR HEAT ANCHORAGE ALASKA

DON BURKE (OWNER)

GOLDEN NORTH HOME CENTER, FAIRBANKS ALASKA
WILLIAM ZIMMER (OWNER)

INLFT TRADING POST, HOMER ALASKA

KEITH WRIGHT (OWNER)

DERADR BUILDING SUPPLY AND HDW, ANCHORAOr ALASKA
NOPMAN A EISHEP (OWNER)

MATANIJSKA TRADING CO., PALMER ALASKA
WILLIAM p STRAWN (MANAGER)

UNITED LUMBER COMPANY, INC, ALL LOCATIONS
Uu.L. G”~0SS (VICP PPPS/GEN MGR)

ALASKA PJRPPLACP COMpANY, ANPHORAGP ALASKA

DosrpT pr\"DQ\,i ( ZANAGEP)

Cy TO: SEN RODEY
SEN STURGULEWSKI
SEN MULCAHY

HOUSE
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Iriginal sponsor: Rules/Governor

binding Information

leneral Fund £§205,400,000

)tner Funds 9,986,100
$215138b, IM

IN THE SENATE

HOUSE CS FOR CS FOR SENATE

Offered: 4/1/82
Referred: Rules

BY THE FINANCE COMMITTEE

BILL NO. 322 (Finance) am H

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWELFTH LEGISLATURE

- SECOND SESSION

A BILL

j'or an Act entitled: "An Act making appropriations for various state loan

and grant programs; and providing for aneffective

date."

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

* Section 1. The sum of $45,000,000

is appropriated from the general fund

to tne Alaska Housing Finance Corporation (AS 18.56) for inobil home loans.

* Sec. 2. The sum of $36,000,000

is appropriated from the general fund to

the Department of Community and Regional Affairs for housing loans.

* Sec. 3. The sum of $10,000,000

the Department of Community and Regional

* Sec. 4. The sum of $10,000,000

is appropriated from the general fund to

Affairs for senior citizens housing.

is appropriated from the general fund to

the agricultural revolving loan fund (AS 03.10.040) 1in the Department of

Natural Resources.

* Sec. 5. The sum of $10,000,000

is appropriate ~from the general fund to

the Department of Commerce and Economic Development for loans under the

Commercial Fishing Loan Act (AS 16.10.300 - 16.10.370).

* Sec. 6. The sum of sl17,000,000

is appropriated from the general fund tV>

;he Department of Commerce and Economic Development for the fisheries enhance-

nent loan program (AS 16.10.500).
* Sec. 7. The sum of $400,000

is appropriated from the general fund to

he child care fucility revolving loan fund (AS 44.33.240) in the Department

Jf Commerce and Economic Development.

* Sec. 8. The sum of $8,500,000

the Department of Commerce and Econ

is appropriated from the general fund to

..c Development for loans for alternative

-1-
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technology and energy (AS 45.88) and loans and grants for residential energy
conservation (AS 45.89).

* Sec. 9. The sura of $1,000,000 is appropriated from the general fund to
the oulk fuel revolving loan fund (AS. 45.87.010) in the Department of Com—
merce and Economic Development.

* Sec. 10. The sumof $15,000,000 is appropriated from the general fund
to the mining loan fund (AS 27.09.010) 1in the Department of Commerce and
Economic Development.

* Sec. 11. The sumof $500,000 is appropriated from the general fund to
the historical district revolving loan fund (AS 45.98.010) 1in the Department
of Commerce and Economic Development.

* Sec. 12. The sumof $52,000,000 is appropriated from the general fund
to the scholarship revolving loan fund (AS 14.40.751).

* Sec. 13. The sumof $6,500,000 is appropriated from the rural electri—
fication revolving loan fund (AS 44.83.361) to the Department of Community
and Regional Affairs for housing loans other than senior cit"zens housing
loans.

* Sec. 14. The sumof $2,500,000 is appropriated from the alternative
technology and energy revolving loan fund and the residential energy conser—
vation fund to the Department of Community and Regional Affairs for housing
loans other than senior citizens housing loans. Hie appropriation made by
this section is madeequally from the named funds unless there is less than
$1,250,000 in one ofthe funds in which case the balance of the appropriation
is made from the other.

* Sec. 15. The sum of $986,100 in federal program receipts for student
loans and scholarships is appropriated to the scholarship revolving loan fund

(AS 14.40.751).

* Sec. 16. The appropriations made by this Act are for the capitalization

of loan funds and donot lapse in accordance with AS 37.25.010.

—2- HCS CSSB 322(Fin) am H



1 * Sec. 17. (@) All right, title, and interest in the assets described in

N

(b) of this section, in an amount not to exceed the unpaid principal of those

3 assets as of July 1, 1982, and all right, title, aud interest in all mort—

4 gages, notes, and other instruments of security made in connection with those

5 assets, held in the general fund on July 1, 1982, are transferred to the

6 Alaska Housing Finance Corporation for the special mortgage loan purchase

7 program (AS 18.56.098).

8 (b This section transfers the following assets of the state referred
9 to in the monthly investment reports of general and segregated state program

0 funds, treasury division, Department of Revenue that are held in the general

Il fund:

12 (1) State of Alaska loan program loans, other than veteran Loans;
13 (2) bank loan incentive program loans;

14 (3) mortgage option program loans otner than mobile home loans;
15 (4) obligations pledged to the Alaska Housing Finance Corporation;
16 (5) loans to municipalities;

17 (0) debt certificates;

18 (7) certificates of deposit.

19 * Sec. 18. All right, title, and interest in State of Alaska veterans
2 Joans held in the general fund, in an amount not to exceed the unpaid princi—
2

pal of those loans as of July 1, 1982, and all right, title, and interest in
270all mortgages, notes, and other instruments of security made 1in connection
2 with those loans, held in the general fund on July 1, 1982, are transferred

24 to the Alaska Industrial Development Authority for multi-family housing loans

25 (AS 44, tiii 153).

2% * Sec. 19. This Act takes effect immediately in accordance with AS 01.10.
21 070(c).

28

29

-3- HCS CSSB 322(Fin) am H
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shall be appointed without regard to political affiliation. Salaries
shall be individually established by the council on the basis of prior
experience and the responsibilities of the position to which the intern
is assigned.

Sec. 29.95.025. APPOINTMENT TO CITY BOARDS AND COMMISSIONS. (@)
Notwithstanding AS 39-05.100 or a provision of law relating to age,
the council may appoint any 17 through 2! year old city resident? to a cit
board or commission if recommended by the city youth involvement
commission.

(b) A young person recommended by the commission may be appointed
to city boards or commissions with special qualifications for member—
ship if the proposed nominee, except for his age, meets the required
qualifications set by law.

(c) An individual appointed to a borough board or commission
under this section is entitled to the rights, privileges and responsi—
bilities of other members, and his appointment is subject to confirma—
tion by the council when required by law. No additional seat on a
city board or conuulssion is created by virtue of secs. 20 - 25 of this
chapter.

Sec. 4. AS 14.14 is amended by adding new sections to read:
ARTICLE 3- INVOLVEMENT OP YOUNG PEOPLE
IN SCHOOL GOVERNANCE.

Sec. 14.14.300. ESTABLISHMENT OF COMMITTEE. A school board may
create a committee or other advisory body on the involvement of young
people in school governance.

Sec. 14.14_.301. COMPOSITION AND CHAIRMAN. The committee may
consist of not more than nine members, drawn from the fields of public
affairs, education, the sciences, the professions, other fields of
private endeavor, from the state or local service, and three additional

-5- HB 423 am



members from the 17 through 22 age group, and shall include women and
representatives of minority groups. The members shall be appointed

by the board in the manner prescribed by the board without regard

to political affiliation and snail serve at the pleasure of that body.
One member sha]l be designated by the board as chairman of the
committee.

Sec. 14.14.302. COMPENSATION AND PER DIEM. Members of the
committee or other advisory body serve without compensation but are
entitled to per diem and travel expenses as may be authorised by the
board.

Sec. 14.14.303. FUNCTIONS OF THE COMMITTEE, (&) The committee
shall establish procedures to enable it to recommend annually to the
board a group of promising young men and women from whom the board may
select interns and youth voting members of district committees or
other advisory bodies. The committee, in establishing these procedures
shall enlist the aid of district residents who are actively interested
in wonting with young people. Following adoption of the procedures,
the committee shall accept applications from Individuals and nomina—
tions for consideration, and shall interview allapplicants or nominees

(b) Recommendations of the committee shallbe limited to young
people who

(1) have a capacity, desire, interest, ability and potential
for leadership and service to the community and to the state;
(2) will have attained the age of 17 but not the .ge of
22 before the beginning of their service.
(c) Annually, the committee shall evaluatethe program and shall

submit a written report to the board.

Sec. 14.14.304. INTERNS. An intern may be appointed to serve

on the staff of the board or the district administrator for a period

HB 423 am -6-



of time prescribed by the board, with a maximum of one year. He may

be assigned responsibilities in any office, department or agency of

the district. Service will begin at a time prescribed by the board.
Interns shall be appointed without regard to political affiliation.
Salaries shall be individual]v established by the board on the basis of
prior experience and the responsibilities of the position to which the
intern is assigned.

Sec. 14.14.305. APPOINTMENT TO DISTRICT COMMITTEES OR OTHER
ADVISORY BODIES, (a) Notwithstanding AS 39-05.100 or a provision of
law relating to age, the board may appoint any 17 through 2! year old
district resident to a district committee or advisory body if recom-

nended by the youth involvement committee.

(b) A young per recommended by the committee may be appointed
to district committf” advisory bodies with special qualifications
for membership if | roposed nominee, except for his age, meets the
required qualifier .S set by law.

(c) An Indi- dual appointed to a district committee or advisory
body under this section is entitled to the rights, privileges and
responsibilities of other members, and his appointment is subject to
confirmation by the board when required by law. No additional seat
on a district committee or advisory body Is created by virtue of
secs. 300 - 305 of this chapter.

Sec. 14.14.306. In secs. 300 - 306 of this chapter

(1) "board"™ means the governing body of a borough or city
school district, or the Board of Directors for the Sl \te-Operated
Schools;

(2) "district" means a borough or city school district or

the state-operated school system.
* Sec. 5. This Act takes effecc on the day after its passage and
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Introduced: 4/30/71
Referred: Local Government

IN THE HOUSE BY SPECKING BY REQUEST
HOUSE BILL NO. 456
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to exercise of planning, platting

and zoning powers within organized boroughs."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 07.15.340 is amended by adding new subsections to read:

(d) The governing body of a home rule or first class city may
at its option by ordinance assume the exercise of planning, platting
and zoning powers within its boundaries in lieu of borough exercise of
those powers within the city. The provisions of (a) and (b) of this
section do not restrict the authority conferred in this subsection,
and the city may exercise the planning, platting and zoning power as
provided in its charter or by ordinance.

(e) If the governing body of a home rule or first class city
within a borough elects to exercise planning, platting and zoning
powers as provided in (d) of this section, the borough continues to
exercise the powers in all areas of the borough outside that city. In
addition the city governing body may by ordinance choose to reinvest
the assembly with authority to exercise the powers within the city.
Sec. 2. AS 07.15-310 is amended to read:

Sec. 07.15.310. SCOPE OF AREAWIDE POWERS. Except as provided 1in
sec. 340(d) and (e) of this chapter, Tfirst [FIRST] and second class
boroughs shall exercise the powers specified in secs. 310 - 350 of

this chapter on an areawide basis, both within and outside cities of
any class within its boundaries. Except as provided in sec. 340(d) and

(e) of this chapter, no [NO] city of any class, whether home rule or
-1- HB 456



not, within an organized borough, may exercise any areawide power
provided in this section or specified in the petition approved by the
is being exercised by an

voters for incorporation one? that power

organised borough.



Introduced: 5/10/71
Referred: Local Government
and Finance

BY HUBER,BRADNER,FINK, HOLM
IN THE HOUSE AND WARWICK
HOUSE BILL NO. »70
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "Aa Act relating to the sources of revenue for the
payment of bonded indebtedness; and providing for an
effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 07-15.030(3) is amended to read:

3) on a service area basis for functions performed in a
service area only; payment of debt principal and interest as well as
other costs shall be limited to the service area, except that, subject
to the election requirements of AS 07.30.010(b), the full faith and
credit of the entire borough, subject to AS 29-30.025, may be pledged
to guarantee payment of principal and interest.

* Sec. 2. AS 29.30 is amended by adding a new section to read:
Sec. 29.30.025. PERMISSIBLE SOURCES OF REVENUE FOR DEBT PAYMENTS.
If, after the effective date of this Act, a city or borough, whether
home rule or general lav?, is unable to pay the principal and interest
of bonded or other indebtedness from municipal revenue sources other
than ad valorem taxes, the state shall levy and collect, in a manner
prescribed by regulation of the Department of Revenue, a consumers
sales tax on the sales price of all retail sales, rents, and services
mada within the city or-borough, only for the purpose of, and at a
rate not exceeding two per cent for a maximum of 20 years, satisfying
the payments, notwithstanding other provisions of law limiting the

permissible rate of sales tax levy within a municipality or requiring

voter approval for a sales tax levy. In no event may ad valorem
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taxes be levied to amortize bonded or other indebtedness incurred
after the effective date of this Act.
Sec. 3. AS 29-50.040 is amended to read:

Sec, 29-50.040. LEVY OF TAXES AND PLEDGE OF REVENUES. The
governing body shall provide for the levy and collection of taxes
other than ad valorem taxes, in the case of bonds authorized and
issued after the effective date of this Act, in amounts sufficient to
pay the principal and interest on the bonds as they become due, and
may [, IN ADDITION TO PAYMENT FROM THE LEVY AND COLLECTION OF AD
VALOREM TAXES,] provide for payment of principal and interest from
such special funds or other revenues as the governing body may
specifically pledge for payment. The pledge of a special fund or other
revenues is a binding obligation, according to its terms, to continue
the collection of the special fund or revenues so long as the bonds
or any of them, are outstanding, notwithstanding any other provision

of law.

Sec. 4. This Act takes effect on July 1, 1971-
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IN THE HOUSE BY KERTTULA
HOUSE BILL NO. HM™J
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the taxation of real property."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29-10 is amended by adding a new section to read:

Sec. 29.10.337. LIMIT ON TAX LEVY. The real property tax levied
under sec. 335 of this chapter on a private dwelling, which is the
principal place of residence of the taxpayer, may not exceed five per
cent of the taxpayer®s annual net income indicated by the state income
tax return for the previous calendar year. As used in this section,
"principal place of residence of a taxpayer™ 1is that place in which his
habitation is fixed, and to which, whenever he is absent, he has the

intention to return.



Introduced: 2/7/72
Referred: Local Government
and Finance

BY THE RULES COMMITTEE BY

I IN THE HOUSE REQUEST OF THE GOVERNOR
2 HOUSE BILL NO. 596

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SEVENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act providing for boroughs in the unorganized

7 borough; and providing for an effective date."

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

9 * Section 1 . AS 07 is amended by adding a new chapter to read:
10 CHAPTER Ob. BOUNDARIES AND ORGANIZATION OF BOROUGHS

" IN THE UNORGANIZED BOROUGH.

12 ARTICLE 1. BOUNDARIES, ADMINISTRATION AND INCORPORATION.

13 Sec. 07.04.010. BOUNDARIES. By the tenth day following the

1 convening of the first session of the Eighth Legislature, the Local

B Boundary Commission shall propose to the legislature a division of the

1 unorganized area of the state into unorganized boroughs The Local

v Boundary Commission may propose adjustments to the boundaries of exist—
18 ing boroughs to the extent nec < / "v-to secure conformity with the

. standards for borough boundaries <orth in the statutes and in the

2 Constitution of the State of Alaska. proposed adjustment of existing

2 boundaries shall provide for those transitional matters the commission %
2 considers necessary or appropriate. The boundaries proposed by the i
# Local Boundary Commission become effective ~5 days after presentation

“ or at the end of the session whichever is earlier, unless disapproved

? by resolution concurred in by a majority of the members of each house.

% The proposed division is not subject to modification by the legislature
7 as an alternative to disapproval, and if disapproved by the legislature
28

the proposed division made in accordance with this section is of no
29 effect.
-1- HB 596
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Sec. 07.04.020. ADMINISTRATION. Unorganized boroughs shall be
administered by the Department of Community and Regional Development
as prescribed by the legislature.

Sec. 07.04.030. "VDVISORY COUNCIL. In each unorganized borough
the lieutenant governor, within 60 days of the establishment of unorg—
anized boroughs in the manner provided in sec. 10 of this chapter shall
provide for election of an advisory council of 11 members. The council
may participate in an advisory capacity in the development and imple—
mentation of state programs and projects relating to the borough.
Elections of council members shall be held every four years.

Sec, 07.04.035- COUNCIL MEMBERSHIP. At the time of election and
during their tenure advisory council members shall be qualified voters
of the state and residents of the borough. A vacancy on the advisory
council shall be filled by a person qualified for election to the
advisory council and selected by majority vote of the remaining members
of the council. If a majority of seats on the- advisory council are
vacant concurrently, the lieutenant governor shall fill the vacancies
by appointment of persons qualified for election to the advisory
council.

Sec. 07.04.040. INCORPORATION. A percentage, determined in
accordance with AS 07.10.020(8), of the qualified voters of an unorgan—
ized borough may petition for organization of the borough as d borough
of fhe first, second or third class in the manner provided In AS 07.10
and 07.17, except that the petition need not include matter relating to
boundaries.

ARTICLE 2. HOME RULE CHARTERS.
Sec. 07.04.050. ADOPTION OP CHAhTER. An unorganized borough

established unde;,- this chapter may adopt a home rule charter in the

banner prescribed by A3 29.40.010 - 29.40.030 and AS 29.85.110(a) - (d),

HB 596 “2"
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except that the advisory council elected in accordance with sec. 30 of
this chapter shall perform the duties assigned to city councils, and
except that the charter commission shall consist of !l members. Vacan-—
cies on the charter commission shall be filled in the same manner as
vacancies on the advisory council.

Sec. 07.04.060. ORGANIZATION. The charter commission shall
initiate organization of the borough in accordance with the terms of
the charter by submission of the charter to the Department of Community
and Regional Development. The charter shall be submitted within one
year of the first meeting of the commission. The department shall
review the charter in light of the circumstances of the particular
borough and, within '20 days from receipt shall transmit the charter,
together with its findings and recommendations, to the Local Boundary
Commission.

Sec. 07.04.070. HEARING. The Local Boundary Commission shall
hold at least one hearing in the area proposed to be organised for the
purpose of hearing public comment on the charter.

Sec. 07.04.080. LOCAL BOUNDARY COMMISSION DETERMINATION. The
Local Boundary Commission, within 90 days from receipt of the charter
and the recommendations and findings of the Department of Community and
Regional De "elopment, shall determine whether the charter meets stand—
ards for organization established by the laws and the Constitution of
the State of Alaska and by regulations adopted by the commission.

Sec. 07.04.090. REJECTION OP CHARTER. If the Local Boundary
Commission determines that the charter fails to meet the standards for
organization it shall reject the charter stating in writing its reasons

for the rejection.
Sec. 07.04.100. AMENDED CHARTER. A charter commission, within 60

days of rejection, may prepare and submit to the Department of
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Community and Regional Development an amended charter fairly meeting
the stated objections to the original charter. The amended charter
shall be evaluated in the same manner as the original charter. No more
than one original and one amended charter may be submitted within one
12 month period.

Sec. 07.04.110. RATIFICATION OF CHARTER. If the Local Boundary
Commission determines that the charter meets the standards for organ—
ization it shall notify the lieutenant governor. As soon thereafter as
practicable the lieutenant governor shall provide for an election in
the borough on the question of whether or not the charter is ratified
and for election of the officers provided for in the charter. The
election shall be preceded by publication and posting of the proposed
charter by the lieutenant governor substantially in the manner provided
for other charter elections in AS 29.85.150.

Sec. 07.04.120. CERTIFICATION OF RESULTS. If a majority of the
votes cast by the qualified voters of the borough are against ratific—
ation the lieutenant governor shall so certify and shall certify that
the charter is defeated. If a majority of the votes cast by the quali—
fied voters on the question are in favor of ratification the lieutenant
governor shall so certify and declare that the borough in which the
election was held is an organized borough and a municipal corporation
in accordance with the terms of the charter. The lieutenant governor
shall also certify the names of those candidates who received the great—
est number of votes for the offices established by the charter.

Sec. 07.04.125. VOTERS, ELECTIONS AND COSTS, (@) A person
is qualified to vote in a borough election authorized in this chapter
if he is qualified to vote in state elections and if he is a resident
of the borough.

(b) The lieutenant governor shall supervise elections under this
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chapter as provided for supervision of other borough elections under
AS 07.10.120(d).

©) The state through the office of the lieutenant governor
shall assume the costs of elections and charter preparation under this
chapter.

* Sec. 2. Nothing in this Act may be construed to affect any organiz—
ation petition pending on the effective date of this Act. All such petitions
shall be acted upon in the manner provided by law in effect prior to the
effective date of this Act.

* Sec. 3. AS 07.05.010 and AS 07.05.0*10 are repealed.

* Sec. 4. This Act takes effect July 1, 1972.

-5- HB 596



Introduced; 2/1V72
Referred: Local Goyernment
and State Affairs

IN THE HOUSE BY FISCHER AND HUBER
HOUSE BILL NO. 660
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the governance of the unorganized
borough; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 07.05 is amended by adding new sections to read:

Sec. 07.05.050. ASSEMBLY. The legislature, in joint session
sitting as a unicameral body, acts by ordinanceor resolution as the
assembly for the unorganized borough.

Sec. 07.05.060. ASSEMBLY OFFICERS. The president of the senate
serves as temporary borough chairman until the permanent chairman 1is
elected by a majority vote of the membership of the assembly. The
assembly may provide for the election of additional officers.

Sec. 07.05.07C. RULES AND QUORUM. The assembly may adopt rules
for the conduct of its business by a majority vote of the membership
of the assembly. A majority of the membership of the assembly consti—
tutes a quorum to do business. Passage of an ordinance or adoption
of a resolution requires an affirmative vote of a majority of the mem—
bership of the assembly.

Sec. 07.05.080. POWERS. The assembly has the powers of a first
class borough. It may pass ordinances relating to schools, planning
and zoning, assessment and taxation, and any other subject or activity
with which a first class organized borough is empowered to deal.

* Sec. 2. This Act takes effect nn the date a constitutional amendment
amending sec. 6, art. X, Constitution of the Sti.te of Alaska, establishing
the legislature as the assembly for the unorganized borough becomes effective

| HB 660
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Introduced: 2/29/72
Referred: Healtn, Welfare
and Education

BY THE HEALTH, WELFARE AND

IN THF HOUSE . EDUCATION COMMITTEE

HOUSE BILL NO. 709
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to the terms of office of members of

BE

school boards."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 11.12.050(b) is repealed and re-enacted to read:

(b) When a transition is made from a five-man school board to a
seven-man school board, the length of the terms of office for the two
new members to be elected shall be determined by lot so that v/hen the
terms of office for the two new members are assigned, the terms of
office for the entire seven-man board shall be as follows: three
members have a three-year term, two members have a two-year term, and
two members have a one-year term. A seven-man school board, the terms
of office of whose members at the time of transition from a five-man
board did nr* _”~ouit in terms expiring in the manner provided 1in this
section, may, by resolution adopted by a majority of the members of
the board, adjust the terms of office to conform to the schedule for

expiration of terms of office provided in this section.
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Introduced: 3/3/72
Referred: Local Government
State Affairs and Judiciary

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
HOUSE BILL NO. 720
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
an Act entitled: "An Act renting to the incorporation of boroughs;
and providing for an effective date."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 07.10 is amended oy adding a new section to read:

Sec. 07.10.115. APPROVAL 3Y LEGISLATURE. If the Local Boundary
Commission accepts the petition, and before an election under sec. 120
of this chapter, the commission shall present the proposed borough
incorporation to the legislature during the first 10 days of a regular
session. The incorporation shall be approved by the legislature 45
days after presentation or at the end of the session, whichever is
earlier, unless disapproved: by a resolution concurred in by a majority
of the members of each house.

* Sec. 2. AS 07.10.120(a) 1is amended to read:

@) Date of election. Upon the approval of the proposed incor—

poration by the legislature, the Local Boundary Commission [IF THE
LOCAL BOUNDARY COMMISSION ACCEPTS THE PETITION, IT] snail immediately
notify the lieitenant governor of its action and shall furnish him

with such Information on the proposed incorpcration as he requires.
Within 30 days after the receipt of his notification, the lieutenant
governor shall issue an order that an election be held within the
proposed organized borough to determine the question of whether the
qualified voters of the proposed organized borough desire to be
incorporated; and if so, to elect members of the first assembly of the

borough, the borough chairman, and the members of the first school
-1- HB 72C



board, and to determine whether the borough shall have an appointed
borough manager or an elected borough chairman. The date of the
election specified by the lieutenant governor in the order shall be
not less than 30 nor more than 90 days after the date of the order of
election. The lieutenant governor shall also specify in the election
order the dates during which petitions for nominations may be filed
with him.

* Sec. 3. AS 44.19.260(a) 1is amended by adding a new paragraph to read

) present to the legislature during the first (0 days of
a regular session proposed borough incorporations.

* Sec. 4. Notwithstanding the provisions of AS 07.10.115, with respect
to any borough proposed for incorporation after February 15, 1972, and.
before an election under AS 07.10.020, the Local Boundary Commission shall
submit the proposed borough incorporation to the legislature.

* Sec. 5. This Act takes effect February 15, 1972.
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Introduced: 3/9/72
Referred: Resources and

State Affairs

THE HOUSE BY THE STATE AFFAIRS COMMITTEE

HOUSE BILL NO, 729
IN THE LEGISLATURE OF THE STATE OF ALASKA
/SEVENTH LEGISLATURE - SECOND SESSION
A BILL

an Act entitled: "An Act relating to parks and open space areas within

cities, organized boroughs and the unorganized borough;

and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

*Section 1, AS29.10 is amended by adding anew section to read:

Sec. 29.10.128. DEDICATION OF PARKS AND OPEN SPACE AREAS. (@ As
a condition to approval by the platting board of a proposed subdivision
for new housing construction, a subdivider shall dedicate a designated
net acreage per cent of the gross area on the plat for park and open
space purposes, according to the following formula: H= [(J XC) XE] XG
H = percentage of net acreage required for neighborhood park purposes
A =average lot size in proposed subdivision (sq. ft,)
B =the number of square feet in an acre available for residential
development
C = maximum dwelling units per lot allowed by the applicable zoning
ordinance
E =average persons per dwellingunit in the zoning district
G =acreage standard for neighborhood parks divided by the number of
people that acreage should serve.

(b) For purposes of the formula specified in (a) of this section,
the planting board shall determine the number of square feet in an

acre available for residential development "B"™, and the acreage standard
for neighborhood parks and the number of people that acreage should

serve "G".
-1- HB 729



(¢) A city acquiring a parcel of improved or unimproved land
through foreclosure, purchase, condemnation, exchange or otherwise may
dedicate all or part of the parcel for park and open space purposes if
mthe governing body, after consideration of the advice ®f the planning
commission, the results of the application of the formula specified in
(a) of this section, and an absence or lack of proximate park and open
space sites to accommodate the population of the area, determines that
the best use of the property is for park and open space purposes.

(d) To facilitate development of ample parks and open space
areas within the city, the governing body may provide for sale, ex—
change or other disposition of parcels acquired under this section
for the sole purpose o” consolidating or rearranging parks and open
space areas to provide improved facilities.

(e) Up to five per cent of the amount of land required to be
dedicated under (a) of this section, shall be dedicated without compen—
sation, Any percentage required to be dedicated above five per cent
shall be compensated at fair market value by the local governing body
for the area in which the land is located.

(f) The amount of local contribution required under (e) of this
section shall be reduced by a reimbursement to the local governing
body of up to 50 per cent by the state; however, if available, federal
funds shall reduce the state contribution and if federal funds exceed
the amount of the state contribution, the excess over the state contri—
bution inures to the benefit of the local government,

(@) This section does not apply to a subdivision if, under a
plan or program other than the formula specified in this section, a

park or open space area at least as large as the area required to be
dedicated under (a) of this section is provided within the gross area of

the subdivision on a permanent basis.
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) In this section "subdivision™ means "subdivision™ as

in AS 110.15.190(2).
Sec. 2, AS 29,08 is amended by adding a new section to read:

Sec. 29.0,8,220. DEDICATION OF PARKS AND OPEN SPACE AREAS.
AS 29.10,128, relating to dedication of parks and open space areas,
applies to home rule cities,
Sec. 3. AS 07.12 is amended by adding a new section to read:

Sec. 07.12.100. DEDICATION OF PARKS AND OPEN SPACE AREAS.
AS 29.10,128, relating to dedication of parks and open space areas,
applies to home rule boroughs.

Sec, 1. AS 29.15.290 is amended to read:

defined

Sec. 29.15.290. APPLICATION OF LAWS GOVERNING FIRST CLASS CITIES.

All laws and parts of laws empowering and regulating first class
cities on special assessments, public utilities, airports, public

service rates, franchises, acquisition and disposition of property,

motor vehicles and motor vehicle operators, [AND] schools, and dedi—

cation of parks and open space areas, apply to second class cities,
Sec, 5. AS 29,20 is amended by adding a new section to read:
Sec. 29.20,065. PARKS AND RECREATION AREAS. The board of

trustees of a city of the third class may provide for the location,

construction, operation and maintenance of parks, trails and playgrounds,

subject to the same provisions governing dedications of park and open

space areas as are set out for first class cities in AS 29.10,128,

Sec, 6, AS 29.25.297 is amended to read:

Sec, 29.25.297. PARKS AND RECREATION. The council may provide

for the location, construction, operation and maintenance of parks,

trails, playgrounds and community centers and the preservation of the

scenic and historic resources of the community, subject to the same

provisions governing dedications of park and open space areas a3 are
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set out for Ffirst class cities In AS 29.10.128.
Sec, 7. AS 07.15 is amended by adding a new section to read:

Sec. 07.15.727. PARKS AND RECREATION. The second class borough
may provide for the location, construction, operation and maintenance
of parks, trails and playgrounds in the area outside cities, subject
to the same provisions governing dedications of park and open space
areas as are set out for first class cities in AS 29.10.128. The
exercise of powers under this section in the area outside cities is
at the option of the borough and is not subject to the restrictions
on acquiring additional powers specified in secs. 720 and 730 - 800
of this chapter.

Sec. 8. AS 07.17 is amended by adding a new section to read:

Sec. 07.17.022. PARKS AND RECREATION. A third class borough
may provide for the location, construction, operation and maintenance
of parks, trails and playgrounds in the area outside cities, subject
to the same provisions governing dedications of park and open space
areas as are set out for first class cities in AS 29.10.128. The
exercise of powers in the area outside cities under this section 1is
at the option of the borough and is not subject to the restrictions
on acquiring additional powers specified in secs, 720 and 730 - 800
of this chapter.

Sec. 9. AS 38.05.295 is amended to read:

Sec. 38.05.295. PARKS AND RECREATION AREAS. (@-. The commis—
sioner shall establish a policy and prescribe rules and regulations
by which parks and recreation areas, including public scenic overlooks
and cultural sites, shall be developed and managed in a manner that
will best serve the interests of the people of the state, The commis—
sioner may classify public lands as parks, scenic overlooks, cultural

sites and recreation areas as long as the general intent of this

3 729 -4-
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chapter 1is maintained.

(b The director of the division of parks shall by regulation
establish for obser/ance by local-governments criteria and guiaellnes
relating to development, preservation, maintenance and operation of
parks located or enlarged after July 1, 1971 withlr. home rule and
general lav; cities and organized boroughs of any class. For this pur- ;
pose and in order to Qualify for state aid for parks and open space
areas under AS 43.18.010(.1) the local governments shall submit at a
time and in a form designated by the director an overall plgn for park
and open space development within the municipality as well as specific
plans for individual park and open space projects.

Sec. 10, AS 43,18,010 is amended by adding a new subsection to read:

(J) During each fiscal year the state shall pay to a city or an
organized borough an amount equal to 50 per cent of the nonfederal
share of estimated reasonable costs for that year of the development,
care, and maintenance of parks and open space areas in accordance with
a plan submitted and approved by the division of parks under AS 38.05.-
295(b), Funds shall be allocated only for use to further the purposes
aided under this section and after the local government applies for,
ane makes reasonable efforts to secure available federal assistance
for such purposes.

Sec. 11. AS 07.05.040(a) 1is amended to read:

(@) En areas of the unorganized borough where there 1is no

political subdivision of the state with a zoning power, the division
of lands, Department of Natural Resources, snail exercise the zoning
power by adopting zoning regulations. The provisions of AS 29.10.128(a)

and (d) apply to subdivisions proposed within zhe area of the unorganizel
borough outside incorporated cities, except that the division of lands

shall exercise the responsibilities conferred upon platting boards
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under AS 29.10.128(a).

* Sec.

HB 729

12.

This Act takes effect July 1,

1972.
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IN THE SENATE “ BY HAMMOND

" SENATE BILL NO. 37
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to power of organized boroughs to

prohibit water pollution."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 07.15 is amended by adding a new section to read:

Sec. 07.15.370. WATER POLLUTION CONTROL. (@) The assembly of
the first and second class borough may by ordinance prohibit pollution
of waters wholly or partially within, or bordering, the borough or
otherwise under its jurisdiction and may impose and collect fines for
violations of an ordinance adopted. Each day on which a violation
occurs may be declared a separate violation for which a fine may be
imposed and collected.

(b) An ordinance adopted under this section may not conflict with
the provisions of state or federal statutes or regulations controlling
water pollution or establish standards for determining water pollution
which are more stringent than those of state or federal statutes or
regulations.

(¢) Upon adoption of an ordinance under this section, no general
law or home rule city within the borough may exercise within the city
the powers conferred in the ordinance, unless the ordinance provides
otherv/ise or the borough by subsequent ordinance ceases to exercise the
power. The exercise of the areawide power is at the option of the

borough and is not subject to the restrictions on acquiring additional
areawide powers specified in sec. 350 of this chapter.
(d In (a) of this section "pollution™ has the meaning set out
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in AS 76.05.230(5) (the Water Pollution Control Act) and ™waters"”
includes those classifications of water bodies set out in AS 7~6.05.-

230(10).

* Sec. 2. AS 07.17.020 1is amended by adding a new subsection to read:

SB 37

(d) The assembly of the third class borough may by ordinance
prohibit water pollution as provided for first and second class
boroughs in AS 07.15.370. The exercise of the power is at the option
of the borough and is not subject to the restrictions on acquiring

additional powers provided for other boroughs.



I IN THE SENATE BY YOUNG
2 SENATE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTH LEGISLATURE - FIRST SESSION

4
5 A BILL

6 For an Act entitled: "An Act authorizing*state grants to organized boroughs
7 and cities for protection of land endangered by flood—
8 ing or erosion, and otherwise relating to protection

9 of this land.”

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

| * Section 1. AS 43-18 is amended by adding a new section to read:

12 Sec. 43.18.300. STATE AID FOR PROTECTION OF ENDANGERED LAND.

13 (@) An organized borough or a city located outside an organized

1 borough is entitled to state grants to supplement local funds which are
15 expended after July 1, 1971 for costs of protecting endangered land, in
16 the ratio of 75 per cent state funds to 25 per cent local matching

1 funds, as provided in this section.

18 (b) To qualify for a grant under this section,the governing body
o shall furnish to the commissioner proof in the form required by him

20 that it has deposited in a local municipal capital project fund sepa—

2 rate from other municipal funds and accounts an amount to be utilized

2 solely for costs of protecting endangered land. The amount deposited

2 as a local share may be derived from any source other than the state.

2 In accepting proof of deposit of the local share, the commissioner shal .
2 allow as part of the share the reasonable value of in-kind contributions
26 pledged and directly related to payment of the costs of protecting

27

endangered land. Determination of value by the commissioner is final.

8 Upon receipt of satisfactory proof of deposit of the local share in the

29 municipal capital project fund, the commissioner shall provide for

-1- . SB 44
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allocation from state appropriations available for the purpose payment
in the ratio authorized in (a) of this section.

(c) State money and equal amounts of local money deposited in a
municipal capital project fund under this section shall be utilized
solely to pay costs of measures intended to prevent or control flooding
or soil erosion with respect to endangered land.

(d) The commissioner shall require accounting of money in the
municipal capital project fund in the uniform manner set out in the
Manual of Governmental Accounting, Auditing and Financial Reporting,
1968, as supplemented, issued by the National Committee on Governmental
Accounting.

(e) The endangered land grant account is established. Funds
to carry out the provisions of this section may be appropriated annually
by the legislature to the account. If amounts in the account are insuf—
ficient for the purpose of each local government®s share authorized in
this section, such funds as are available shall be distributed pro rata
among eligible local governments.

(f) Money in the grant account which, at the end of the fiscal
year for which the money 1is appropriated, exceeds the amount required
for the allocations authorized in this section reverts to the general
fund.

(@) The department shall pr vide an annual report to the legis—
lature respecting grants made under this section.

(h) The department may promulgate regulations to implement this
section.

(i) In this section

(1) "commissioner™ means the commissioner of natural re—

sources ;

(2) “endangered land" means publicly or privately-owned land,
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*

whether developed or not, which

body and commissioner

of flooding or erosion because of its particular situation

municipality;

borough or a city of any class

Sec.

second class borough may by ordinance or otherwise take action

siders necessary to prevent or control

2.

Sec.

is subject to a substantial

(3) "department™ means the department of natural

in the

in the determination of the governing

threat or condition

resources;

(4) "governing body" means the governing body of an organized

AS 07.15-350

07.15.370.

is amended by adding a new section to read:

LAND PROTECTION.

or erosion of land within the borough.

power conferred
not subject to the restrictions on acquiring additional

specified

Sec.

3-
©

in sec. 350 of this chapter.

AS 07.17.020

The assembly of the third class borough may by

otherwise take action

damage as a result of flooding or erosion of land within the borough.
The exercise of the areawide power conferred

che option of the borough and

in this section

is amended by adding a new subsectionto read:

located outside an organized borough.

The assembly of the first or

it con—

damage as a result of flooding

The exercise of the areawide

is at the option of the borough and

it considers necessary to prevent or control

in this subsection

is not subject to the restrictions on

acquiring additional areawide powers specified for other boroughs.

Sec.

city

take action

4.

Sec.

AS 29.10 isamended by adding a new section to read:

29.10.13".

LAND PROTECTION.

The council of a first class

is

areawide powers

ordinance or

is at

located outside an organized borough may by ordinance or otherwise

it considers

result of flooding or erosion of land within the city.

Sec.

5.

Sec.

necessary to prevent or controldamage as

AS 29.15 is amended by adding a new section to read:

29.15.155.

LAND PROTECTION.

‘3_

The board of trustees

SB 14
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second class city located outside an organized borough may by ordinance
or otherv/ise take action it considers necessary to prevent or control
damage as a result of flooding or erosion of land within the city.

Sec. 6. AS 29.20 is amended by adding a new section to read:

Sec. 29.20.065. LAND PROTECTION. The board of trustees of a third
class city located outside an organized borough may by ordinance or
otherwise take action it considers necessary to prevent or control
damage as a result of flooding or erosion of land within the city.

Sec. 7. AS 29.25 is amended by adding a new section to read:

Sec. 29.25.2A5. LAND PROTECTION. The council of a fourth class
city located outside an organized borough may by ordinance or otherwise
take action it considers necessary to prevent or control damage as a

result of flooding or erosion of land within the city.
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Offered: 1/27/71

Referred: Local Governm nt
» IN THE SENATE BY RAY
SENATE BILL NO. " Jk
2
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
4
5 A BILL
For an Act entitled: "An Act relating to power of third class boroughs to

6

7 incur indebtedness.”

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

9 * Section 1. AS 07.17.020 is amended by add."ng a new subsection to read:
0 (c) A third class borough may borrow money and issue negotiable
g general obligation, revenue or refunding bonds and other evidences

22 of indebtedness as provided for first and second class boroughs 1in

B AS 07.15.010(12) and 07.15.030.
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Offered: 1/28/71
Referred: Local Government

BY THE RULES COMMITTEE
BY REQUEST OP THE
IN THE SENATE LEGISLATIVE COUNCIL
SENATE BILL NO. 79
IN THE LEGISLATURE OP THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act exempting business inventories from property
taxes levied by local governments; and providing for
an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29.10.336(a) is amended to read:
(@) Property owned by the city or the state; the household
furniture of the head of a family or a householder not exceeding
$500 in value; business inventories; all property used exclusively
for nonprofit religious, charitable, cemetery, hospital, oreducational
purposes; the property of an organization, notorganized for business
purposes, whose membership is composed entirely of individuals with
90 days or more of active service in the armed forces of the United
States whose conditions of service and separation were other than
dishonorable, or the property of the auxiliary of any such organiza—

tion; and all money on deposit are exempt from taxation.

* Sec. 2. This Act takes effect July 1, 1971.
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Offered: 1/28/71
Referred: Local

Government

BY JO3EPHSON, CROFT, GROH,

RADER, THOMAS

SENATE BILL NO. 82

IN THE LEGISLATURE OF THE STATE OF ALASKA

For an Act entitled:

SEVENTH LEGISLATURE - FIRST SESSION
A BILL

"An Act relating to the granting of public transit

powers to first class cities."

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

* Section 1. AS 29.10
Sec. 29.10.118.

is amended by adding a new section to read:

PUBLIC TRANSPORTATION CONSTRUCTION AND MAINTE —

NANCE. The council may provide for the location, construction, purchase

establishment,

operation and maintenance of public transportation

systems including the acquisition and construction of appropriate

rights-of-way,

and may expend city funds for this purpose.
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Original sponsor: Hensley Offered: 3/26/71
Referred: Rules

IN THE SENATE BY THE JUDICIARY COMMITTEE

HOUSE CS FOR SENATE BILL NO. 117
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL -
For an Act entitled: "An Act relating to eminent domain powers of fourth £
class cities.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29*25 is amended by adding a new section to read:
Sec. 29*25*335* EMINENT DOMAIN. The council may exercise the
powers of eminent domain and declaration of taking in the performance
of an authorized city power or function, 1in accordance with AS 09.55*-
250 - 09.55.760. Before exercising the power, the council shall
request or petition the Local Affairs Agency for permission to exercise
the power. The council may not exercise the power of eminent doma®n or
declaration of taking without the formal approval of the Local Affairs
Agency. The exercir.w- of the power of eminent domain or declaration of
taking shall be by ordinance which shall be submitted to the qualified
voters at the next regularly scheduled general election or special
election called for that purpose. A majority of the qualified voters

voting on the question is required for approval of the ordinance.

HCSSB 117 am H



sponsors: Hensley and Crofb Offered: 3/26/71
Referred: Rules

THE SENATE BY THE RESOURCES COMMITTEE
HOUSE CS FOR SENATE BILL NO. 119
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
an Act entitled: "An Act relating to historic preservation."”
IT ENACTED BY THE LEGISLATURE OF THE STATE OF AL-\~"A:
* Section 1. AS 41 is amended by adding a new chapter to read:
CHAPTER 35- ALASKA HISTORIC PRESERVATION ACT.

Sec. 41.35.010. DECLARATION OF POLICY. It is the policy of the
state to preserve and protect the historic, prehistoric and archeological
resources of Alaska from loss, desecration and destruction so that the
scientific, historic and cultural heritage embodied in these resources_
may pass undiminished to future generations. To this end, the Iegisla[—
ture finds and declares that the historic, prehistoric and archeological
resources of the state are properly the subject of concerted and co—
ordinated efforts exercised on behalf of the general welfare of the
public in order that these resources may be located, preserved, studied,
exhibited and evaluated.

Sec. 42.35.020. TITLE TO HISTORIC, PREHISTORIC AND ARCHEOLOGICAL
RESOURCES; LOCAL DISPLAY. () The State of Alaska reserves to itself
title to all historic, prehistoric and archeological resources situated
on la id owned or controlled by the state, including tidelands and sub-—
merged lands, and reserves to itself the exclusive right of field
archeology on state-owned or controlled lands. However, nothing in
this chapter diminishes the cultural rights and responsibilities of

persons of aboriginal descent or infringes upon their right of posses—
sion and use of those resg&rces which may be considered of historic,
prehistoric or archeological value.

-1- HCSSB 119 am H



) Although title to historic, prehistoric and archeological
resources 1is in the State of Alaska, local cultural groups may obtain
from the state, or retain, for study or display, artifacts and other
items of these resources from their respective cultures or areas if
the advisory committee created in sec. 110 of this chapter finds that
(1) the group has a durable building with weatherproof and fireproof
construction and humidity control and other factors necessary to serve
as a museum which will assure safe preservation of the items, (2) the
item sought to be obtained is not one for which there 1is an undue risk
of damage during transportation, and (3) the item sought to be obtained
or retained is not one reauiring special treatment or care beyond the
ability or means of the group requesting it. A group retaining such
an item or obtaining one from the state shall house it in the museum
building and shall make every reasonable effort to assure its safe
preservation. If the advisory committee finds that a local cultural
group is not properly taking care of an item the group shall return it
to the department.

Sec. 41.35.030. DESIGNATION OF MONUMENTS AND HISTORIC SITES. Upon
the recommendation of the Historic Sites Advisory Committee, the gover—
nor ma.v declare by public order any particular historic, prehistoric
or archeological structure, deposit, site or other object of scientific
or historic interest that is situated on land owned or controlled by
the state to be a state monument or historic site and he may designate
as a part of the monument or site as much land as is considered
necessary for the proper- access, care and management of the object or
site to be protected. When an object or site is situated on land hej.d
in private ownership, it may be declared a state monument or historic

site in the same manner, with the written consent of the owner.
Sec. 41.35.040. ADMINISTRATION AND FINANCIAL SUPPORT OF MONUMENTS



AND HISTORIC SITES. State-owned monuments, sites and other historic,
prehistoric or archeological properties owned or purchased by the state
are under the control of the Department of Natural Resources and -their
maintenance shall be covered in .the appropriations made to that depart-
ment. Privately-owned state monuments or historic sites are eligible
to receive state support for their maintenance, restoration and rehabili-
tation if they are kept accessible to the general public and application
for support is made in conformity with regulations adopted by the com-
missioner of natural resources.

Sec. ~1.35.050. REGULATIONS. The commissioner of natural re-
sources shall adopt regulations to carry out the purposes of this chapter.

Sec. 1ill.35.060. POWER TO ACQUIRE HISTORIC, PREHISTORIC OR
ARCHEOLOGICAL PROPERTIES. (a) The department, with the recommendation
of the Historic Sites Advisory Committee, may acquire real and personal
properties that have statewide historic, prehistoric or archeological
significance by gift, purchase, de-.ise or bequest. The department
shall preserve and administer property so acquired. The department
may acquire property adjacent to the property having historic, pre-
historic or archeological significance when it is determined to be
necessary for the proper use and administration of the significant
property.

(b) IT an historic, prehistoric or archeological property which
has been found by the department, upon the recommendation of the
Historic Sites Advisory Committee, to be important for state ownership
is in. danger of being sold or used so that its historic, prehistoric
or archeological value will be destroyed or seriously impaired, or is

otherwise in danger of destruction or serious impairment, the department
may establish the use of the property in a manner necessary to preserve
its historic, prehistoric or archeological character or value. I the
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owner of the property does not wish to follow the restrictions of the
department, the department may acquire the property by eminent domain
under AS 09.55.240 - 09.55.460.

Sec. 41.35.070. PRESERVATION OF HISTORIC, PREHISTORIC AND
ARCHEOLOGICAL RESOURCES THREATENED BY PUBLIC CONSTRUCTION. () The
state archeologist shall locate, identify and preserve in suitable
records information regarding historic, prehistoric and archeological
sites, locations and remains. The information shall be submitted to
the heads of the executive departments of the state.

(b) Before any public construction or public improvement of any
nature is undertaken by the stale, or a governmental agency of the
state or by a private person under contract with or licensed by the
state or governmental agency of the state, the state archeologist may
survey the affected area to determine if the area contains historic,
prehistoric or archeological values.

(c) .If the state archeologist determines that historic, prehistoric]
or archeological sites, locations or remains will be adversely affected
by the public construction or improvement, the proposed public construc-
tion or improvement may not be commenced until the department in co-
operation with the state archeologist has performed the necessary
investigation, recording and salvage of the site, location or remains.
All investigation, recording and salvage work shall be performed as
expeditiously as possible so that no state construction project will
be unduly impaired, impeded or delayed.

() IT in the courSe of performing public construction or iImprove-
ments, historic, prehistoric or archeological sites, locations, remains

or objects are discovered, the state archeologist shall be notified
and his concurrence shall be requested in continuing the construction

or improvement. Upon receipt of this notice, the state archeologist
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shall survey the area to determine whether the area contains historic,

prehistoric or archeological data which should be preserved in the publi]3

interest. The survey shall be conducted as expeditiously as possible.
If, as a result of the survey, it is determined that (1) such data
exists in the area, (2) the data has exceptional historic, prehistoric
or archeological significance, and should be collected and preserved

in the public interest, and (3) it is feasible to collect and preserve
the data, the department in cooperation with the state archeologist
shall Torm the necessary work to collect and preserve the data.

This work shall be performed as expeditiously as possible.

(e) If the concurrence of the state archeologist, required under
(b) and (c) of this section, is not obtained after 90 days from the
filing of a request for his concurrence to proceed with thS project,
the agency or person performing the construction or improvement may
apply to the governor for permission to proceed without such concur—
rence and the governor may take the action he considers best in over—
ruling or sustaining the state archeologist.

(f) The costs of investigation, recording and salvage of the
site shall be reimbursed by the agency sponsoring the construction
project.

() Notwithstanding (a) and (f) of this section, all actions of
the archeologist to stop any project must Ffirst be approved in writing
by the commissioner of natural resources.

Sec. 41.35.080. PERMITS. The commissioner, with the at ice and
concurrence of the state- archeologist, may issue a permit for the
investigation, excavation, gathering or removal from the natural state,
of any historic, prehistoric or archeological resources of the state.

A permit may be issued only to persons or organizations qualified to
make the investigations, excavations, gatherings or removals and only
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if the results of these authorized activities will be made available to
the General public through institutions and museums iInterested in
disseminating knowledge on the subjects involved. If the historic,
prehistoric or archeological resource involved is one which is, or is
located on a site which is, sacred, holy or of religious significance
to a cultural group, the consent of that cultural group must be obtained
before a permit may oe issued under this section.

Sec. 41.35.090. NOTICE REQUIRED OP PRIVATE PERSONS. Before any
construction, alteration or improvement of any nature is undertaken on
a privately-owned, officially designated state monument or historic
site by any person, he shall give the department and the state archeolo-
gist three months notice of intention to construct on, alter or improve
it. Before the expiration of the three-month notification period, the
department shall either begin eminent domain proceedings under sec.
50(b) of this chapter or undertake or permit the recording and salvaginf
of any historic, prehistoric or archeological information considered
necessary.

Sec. 41.35.100. EXCAVATION AND REMOVAL OF HISTORIC, PREHISTORIC
OR ARCHEOLOGICAL REMAINS ON PRIVATE LANDS. Before any historic, pre-
historic or archeological x-emains are excavated or removed from private
lands by the department or the state archeologist, the written approval
of the owner shall first be secured. When the value of the private lam
is diminished by the excavation or removal, the owner of the land shall
be compensated for the loss at a monetary sum mutually agreed on by
the department and the -owner or at a monetary sum set by the court.

Sec. 41.35.110. HISTORIC SITES ADVISORY COMMITTEE. There is
created in the Department of Natural Resources the Historic Sites

Advisory Committee.

Sec. 41.35.120. COMPOSITION OP COMMITTEE. The committee consists
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of the following persons:

(1) the state archeologist;

(2) the state ljaison officer appointed under the National
Historic Preservation Act of 1966, Public Law 89 - 665;

(3) three persons with professionally relevant backgrounds
appointed from the following Tfields: history, anthropology, paleontolog/
architecture, geology, archeology; and natural history; and

(4) two persons appointed to represent indigenous ethnic
groups.

Sec. 41.35.130. APPOINTMENT OF MEMBERS. Members of the committee
are appointed by the governor and confirmed by the legislature meeting
in joint session. The members of the committee shall serve at the
pleasure of the governor.

Sec. 41.35.140. TERM OF "LIMBERSHIP. The term of office for a
member of the committee is three years, except for those who are members
by virtue of their positions with the state. They serve Tfor as long
as they remain in the position by virtue of which they .are members of
the committee. A member appointed to Ffill a vacancy serves for the
unexpired term of the member he succeeds. Of those members listed
under sec. 120(3) and (4) of this chapter, upon initial appointment,
one shall serve for one year, two for two years, and two for three
years.

Sec. 41.35.150. COMPENSATION. The members of the committee serve
without compensation but are entitled to per diem and travel expenses
authorized by law for ot-her boards and commissions.

Sec. 41.35.160. OFFICERS. At the first meeting of each year,

the comm:) .tee shall elect a chairman from among its members.

Sec. 41.35.170. MEETINGS AND QUORUM. The committee shall meet
at least twice a year. Additional meetings may be called by the chair-
-7- HCS3B 119 am H



man or by petition of at least five members. Five members of the com-
mittee constitute a quorum.

Sec. 41.35.18 ). DUTIES OF THE COMMITTEE. The Historic Sites
Advisory Committee shall

(1) develop criteria for the evaluation of state monui .ents
and historic sites and all real and personal property which may be con-
sidered to be of historic* prehistoric or archeological significance
as would justify their acquisition and ownership by the state;

(2) cooperate with the Department of Natural Resources and
the state archeologist in formulating and administering a statewide
historic sites survey under the National Historic Preservation Act of
1966, Public Law 89 - 665;

A) review those surveys and historic preservation plans
that may be required, and approve properties for nomination to the
National Register as provided for in the National Historic Preservation
Act of 1966, Public Lav 89 - 665;

(4) provide necessary assistance to the governor and the
legislature for achieving balanced and coordinated state policies and
programs for the preservation of the state"s historic, {rehistoric and
archeological resources.

Sec. 41.35.190. POWERS OF CHAIRMAN. Subject to available appro-
priations the chairman may, with the concurrence of a majority of the
committee, employ necessary personnel and may contract for the services
of experts and other persons who may be needed.

Sec. 41.35.200. UNLAWFUL ACTS. (@) It is unlawful for a person
to appropriate, excavate, remove, injure, or destroy, without a permit
from the commissioner, any historic, prehistoric or archeological
resources of the state.

(b) It is unlawful for a person to knowingly possess, sell, buy
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or transport within the state, or offer to sell, buy or transport
within the state, historic, prehistoric or archeological resources
taken or acquired in violation of this section or 16 U.S.C. 433-

(c) No person may unlawfully destroy, mutilate, deface, 1injure,
remove or excavate a gravesite or a tomb, monument, gravestone or
other structure or object at a gravesite, even though the gravesite
appears to be abandoned, lost or neglected.

(d) An historic, prehistoric or archeological resource which is
taken in violation of this section shall be seized by any person
designated in sec. 220 of this chapter wherever found and at any time.
Objects seized may ba disposed of as the commissioner determines by
deposit in the proper public depository.

Sec. 41.35-210. PENALTIES. A person who violates a provision
of this chapter is guilty of a misdemeanor, and u‘. .1 conviction is
punishable by a fine of $1,000, or by imprisonment for not more than
six months, or by both.

Sec. 41.35-220. ENFORCEMENT AUTHORITY. The following %ersons are

peace officers of the state and shall enforce this chapter:

(1) an employee of the department authorized by the commis-

sioner;
(2) a peace officer in the state;
(3) any other person authorized by the commissioner.
Sec. 41.35-230. DEFINITIONS. In thi~ chapter, unless the context

otherwise requires

(1) "commissioner”™ means the commissioner of natural
resources;

(2) "committee" means the Historic Sites Advisory Committee;

(©)) "department" means the Department of Natural Resources;

(@) "historic, prehistoric and archeological resources"
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Include deposits, structures, ruins, sites, buildings, graves, arti-
facts, fossils, or other objects of antiquity which provide information
pertaining to the historical or prehistorical culture of people in the
state as well as to the natural history of the state.

Sec. 41.35.240. TITLE OF CHAPTER. This chapter may be cited as
the Alaska Historic Preservation Act.

* Sec. 2. AS 38.12 and 38.25 are repealed.
* Sec. 3. AS 44.19 is amended by adding a new section toread:

Sec. 44.19.024. STATE ARCHEOLOGIST AND DUTIES. (€)) There is
established in the Department of Natur 1 Resources the position of
state archeologist. The state archeologist shall be a qualified
archeologist who shall serve at the pleasure of the governor.

(b) The state archeologist shall

(1) sponsor, engage in and direct fundamental research into
the archeology of the state and encourage and coordinate archeological
research and investigation undertaken in the state]

(2) cooperate wi;h the Department of Natural Resources and
the Historic Sites Advisory Committee in performing their functions
under AS 41.35;

(3) cooperate with the Department of Natural Resources in
preparing an inventory of historic, prehistoric and archeological
sites in the state;

h) cooperate with the commissioner of natural ref urces
in reviewing and issuing Investigation, excavation, gathering and re-
moval permits;

5) ensure that historic, prehistoric and archeological
sites are properly reported by persons or agencies engaged in public

construction work and protect sites and objects of significance dis-

covered at state sites or discovered during the course of public
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construction and encourage the protection of sites and objects dis-
covered during the course of any other construction work;

(6) investigate reported historic, prehistoric or archeo-
logical sites and appraise them for any Tfuture excavation; and

(7) serve as a central clearinghouse for information on all
historic, prehistoric and archeological site excavation in the state.
Sec. 4. AS 29-10 is amended by adding new sections to read:

Sec. 29.10.223. EXCEPTIONS FOR HISTORIu SITES, BUILDINGS AND
MONUMENTS . Exceptions to the regulations provided for in secs. 213
and 219 of this chapter may be made in order to provide Tfor the preserva
tion, mainenance and protection of historic sites, buildings and
monuments.

Sec. 29.10.344. EXEMPTION OF HISTORIC SITES, BUILDINGS AND
MONUMENTS . In levying, assessing and collecting taxes for school and
city purposes, the council or assembly may by ordinance classify and
exen.pt from taxation historic sites, buildings and monuments.

Sec. 5. AS 29.15 is amended by adding a new section in art. 3 to read:

Sec. 29.15.205. HISTORIC SITES, BUILDINGS AND MONUMENTS. The
board of trustees may provide for the preservation, maintenance and
protection of historic sites, buildings and monuments.

Sec. 6. AS 29.20 is amended by adding a new section to read:

Sec. 29.20.065. HISTORIC SITES, BUILDINGS AND MONUMENTS. The
board of trustees of a city 9f the third class may provide for the
preservation, maintenance and protection of historic sites, buildings
and monuments.

Sec. 7. AS 29.25 is amended by adding a new section to read:
Sec. 29.25.305. ZONING EXCEPTIONS FOR HISTORIC SITES, BUILDINGS

AND MONUMENTS. Exceptions to the zoning ordinances provided for under
sec. 300 of this chapter and other ordinances regulating building
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requirements and specifications may be made in order to provide for the
preservation, maintenance and protection of historic sites, buildings
and monuments.

* Sec. 8. AS 09.55.250 is amended to read:

Sec. 09.55.250. CLASSIFICATION OF ESTATES AND LANDS SUBJECT TO BE
TAKEN . The following is a classification of the estates and rights in
lands subject to be taken for public use:

(1) a fee simple, when taken for public buildings or grounds,
or for permanent buildings, for reservoirs and dams and permanent
flooding occasioned by them., or for an outlet for a flow, or a place
for the deposit of debris or tailings of a mine, or when, in the
judgment of the Department of Natural Resources, Department of Public
WorkSj_ or the Department of Highways, a fee simple is necessary for any
of the purposes for which the department, on behalf of the state, Iis
authorized by law to acquire real property by condemnation;

(2) an easement when taken for any other use;

(3) the right of entry upon an occupation of lands, and the
right to take from the land earth, gravel, stones, trees, and timber as

may be necessary for a public use.
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Introduced: 3/711/71
Referred: Local Governmer t;
Judiciary

BY CROFT, JOSEPHSON
IN THE SENATE AND GROH

SENATE BILL NO. 159
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to judicial review of municipal
tax assessments."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 29-10.426 1is amended to read:

Sec. 29.10.426.- JUDICIAL REVIEW. A person aggrieved by an
order of the board of equalization may appeal to the superior court
for review de novo after he has exhausted his administrative remedy
under secs. 369 - 540 of this chapter. If the aggrieved party 1is
contesting the amount of the assessed valuation of property, the
superior court shall, by trial de novo, determine the fair market
value of the property as of the assessment date. "Fair market value"
means the amount a willing buyer would pay and a willing seller
accept as the purchase price for the property. Either party may

demand a jury trial,
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Introduced: 3/24/71

Referred: Local Government
I IN THE SENATE BY HAMMOND BY REQUEST
9 SENATE BILL NO. 189
3 IN THE LEGISLATURE OP THE STATE OP ALASKA
4 SEVENTH LEGISLATURE - FIRST SESSION
5 A BILL
g For an Act entitled: "An Act relating to land platting authority."”
7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
8 * Section 1. AS 40.15 is amended by adding a new section to read:
9 Sec. 40.15.075. AUTHORITY IN THE UNORGANIZED BOROUGH. The
10 division of lands shall be the platting authority in the area outside

organized boroughs and outside cities in the unorganized borough and

) in the third class borough for only the purposes of hearing and

3 acting on petitions for the change or vacation of plats and shall

14 execute this function substantially in conformity with the provisions
15 of secs.150 - 180 of this chapter. Costs of publication andmailing
16 as well asother costs authorized in sec. 150 of thischapter shall be
17 paid to the division by the petitioner. The Department of Natural

18 Resources shall adopt reasonable regulations governing the exercise

19 of the authority conferred by this section upon the division of lands.
20 Sec. 2. AS 40.15.070 is amended to read:

21 Sec. 40.15.070. PLATTING AUTHORITY. If land proposed to be sub—
2 divided or dedicated is situated within a first or second class borough
23 the proposed subdivision or dedication shall be submitted to the

24 borough planning commission for approval. If the land is situated

25 within a city in the unorganized borough or the third class borough

5 the proposed subdivision or dedication shall be submitted to the

27 city planning commission for approval. The borough planning commission
2 is the platting authority for the first or second class borough, the

2 city planning commission. Is the platting authroity for the city, and
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the division of lands is the platting authority in the remaining areas
of the state and third class borough for the change or vacation of
existing plats or a portion of such plats, as provided iIn sec. 75

of this chapter. If the borough or the city does not have a plan-
ning commission, the borough assembly or the, city governing body,
respectively. is the platting authority and the proposed subdivision or
dedication shall be submitted to it. No subdivision may be filed for
record until it is approved by the platting authority.

Sec. 3. AS ~0.15.170. 1is amended to read:

Sso. 40.15.170. PETITION. No plat may [SHALL] be altered, amended
or otherwise changed or vacated [,] except upon petition of the owners
of a majority of the land affected by the alteration, amendment, [OR]
change or vacation [,] showing the changes contemplated. Except as
otherwise provided by law, no street, alley or public thoroughfare or
any part of one may be vacated, except upon petition of the owners of
the majority of the front feet of the land fronting upon the part of
the street, alley or public thoroughfare sought to be vacated. The
petition shall be filed with the clerk of the platting authority having
jurisdiction [BOROUGH], requesting that the plat, addition or sub-
division be amended, replatted or vacated, or that the street, alley
or public thoroughfare be vacated. The petition shall be accompanied
by a plat, draft or a copy of the existing plat, showing the proposed

amendment, replat or vacation.



Introduced: 3/725/71
Referred: Local Government

1 IN THE SENATE BY GROH

2 SENATE BILL NO. 190

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

a SEVENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to boards of equalization within
7 organized boroughs; and providing for an effective

8 date."

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

0 * Section 1. AS 07.15-320 is amended by adding a new subsection to read:
1 (e) The borough assembly sits as a board of equalization for

the purpose of hearing in the manner provided for firstclass cities

B any appeal from determinations of the borough assessor, or itmay

n delegate this authority to a board appointed by it for that purpose.

5 The board of equalization shall consist of that number of members of

B the assembly over and above the number required for a quorum to transact

v business and is governed in its proceedings by such procedures con-

18 sistent with general rules of administrative law and the laws governing

9 equalization proceedings in first class cities as may be adopted by
ordinance, including but not limited to quorum, and voting requirements.

a * Sec. 2. This Act takes effect on the day after its passage and

2 approval or on the day it becomes law without approval.

23

2a

5

o)

27

e

S
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| IN THE SENATE BY THOMAS

2 SENATE BILL NO. 260
3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A SEVENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to exemptions from taxation of real

7 and personal property."

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

9 * Section 1. AS 29.10.336 is amended by adding new subsections to read:
10 (e) The term "property used exclusively for nonprofit charitable
n or educational purposes” includes the following types of property owned
?

by a nonprofit charitable or educational organization:

B (¢)) all real or personal property of a sheltered workshop
U . . . . _

or a retail outlet of that workshop, including its inventory; as used
B in this subsection, '"sheltered workshop"™ means a nonprofit facility
16 . _ S . .

established and operated by a private organization, agency ox iInstitu-
17 _ _ _ _ _ R

tion which provides disabled or severely handicapped individuals
B _ . . _

(whether of a physical, mental or emotional nature) with vocational
19

training, occupational rehabilitation activities of an educational
2 . . .

or therapeutic nature, employment opportunity or employment, evpn if
2 . i .

remuneration is received by the individual;
2 ) ) . ] _

(2) notwithstanding the provisions of (c) of this section,

23

real or personal property of a retail store dealing exclusively 1in
2A

donated Inventory, or inventory supplied by a sheltered workshop,
25

where the inventory 1is distributed without cost as part of a welfare
26

program or where the proceeds of the sale of inventory sold to the
27

general public is used to support a welfare program, or to support
2

vocational training or employment for disabled or severely handicapped
2

individuals described in (1) of this subsection.
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Introduced: 2/3/72
Referred: Local Government

IN THE SENATE BY MERDES

SENATE BILL NO. 316
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the issuance of revenue anticipa-

tion notes by political subdivisions of the state.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37 30 is amended by adding new sections to read:

ARTICLE 2. REVENUE ANTICIPATION NOTES.

Sec. 37.30.100. BORROWING IN ANTICIPATION OF REVENUE. A political

subdivision of the state which is authorized to incur indebtedness may
borrow money in a fiscal year to meet appropriations for that fiscal
year 1in anticipation of the collection of taxes and estimated revenues
for the fiscal year and may issue its revenue anticipation notes as
evidence of the borrowing.

Sec. 37.30.110. ISSUANCE OF NOTES. The governing body of a
political subdivision may, hy ordinance or resolution, authorize the
issuance of revenue anticipation notes and prescribe the form and
details of the notes and the manner of their execution. The governing
body of the political subdivision may delegate to its chief fiscal
officer the power to issue the notes from time to time under the terms
and conditions of the ordinance or resolution which provides for the
manner of their sale. Revenue anticipation notes and notes issued to
renew rujes previously Issued mature not later than the end of the
fiscal year in which they are issued.

Sec. 37.30.120. LIMITATION ON ISSUANCE OF NOTES. The aggregate
amount of revenue anticipation notes at any time outstanding may not

exceed 50 per cent of the amount of revenues estimated to be collected

-1-
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in the fiscal year in which the notes are issued, less the amount of
estimated revenues actually collected in the fiscal year before the
issuance of the notes.

Sec. 37.30.130. ISSUANCE OF NOTES IN ANTICIPATION OF STATE,
FEDERAL GRANTS. (a) The governing body of a political vuidivision,
upon adoption of a long-range capital improvement budge, by ordinance
or resolution, may by resolution provide for revenue anticipation
notes in an amount not to exceed the total amount of any state or
federal grants finally committed for these projects. The notes mature
no later than the end of the next fiscal year. These notes may be
for single or multiple projects outlined in the adopted capital im-
provement budget.

(b) If the state or federal grants for capital improvement pro-
jects have not been paid to the political subdivision before maturity
of the notes issued in anticipation of the receipt of the revenue,
the governing body of the political subdivision may issue new notes
in order to meet payment of the notes then maturing or may renew the
outstanding revenue anticipation notes. New notes Issued or renewals
of outstanding revenue anticipation notes shall mature not later than
the end of the next fiscal year.

Sec. 37.30.1*10. PRIORITY OF REPAYMENT. The payment of the princi
pal and interest on revenue anticipation notes shall be a first charge
and lien upon the revenues in anticipation of the collection of which
these notes have been issued, and their payment additionally shall be
secured by a pledge of the fTull faith, credit and unlimited taxing
power of the political subdivision issuing them.

Sec. 37.30.150. CONSTRUCTION. AS .29.10.204 and AS 29.15.280

may not be construed to conflict with secs. 100 - 140 of this chapter.

SB 316 9.
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Introduced: 2/14/72
Referred: Local Government

IN THE SENATE BY MERDES

SENATE BILL NO. 342
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION

A BILL

?br an Act entitled: "An Act concerning issuance of municipal bonds for

local improvements."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29 is amended by adding a new chapter to read:

CHAPTER 51- LOCAL IMPROVEMENT BONDING ACT.

Sec. 29.51.010. LOCAL IMPROVEMENT. (@a) The term "local improve-
ment"”, as used in this chapter, has the meaning given the term in
AS 29.10.246.

(b) The provisions of this chapter are not mandatory. A city
having charter provisions for bonding improvement assessments and
selling bonds may follow those provisions or the provisions of this
chapter or of any other statute.

Sec. 29.51.020. INSTALLMENT PAYMENT OF ASSESSMENTS. (a) When
a city council causes a local improvement tobe r ® “~"thinthe city
and has assessed the cost of the improvement to 1 -rea benefited by
or liable for the Improvement, according to the p*. _.sions of the
charter or ordinances of the city, the owner of any property assessed
for the improvement In the sum of $25 or more, at any time within 10
days after notice of the improvement is first published, may file with
the clerk of the city a written application to pay

(1) the whole of the assessment in installments; or

) if part of the assessment has been paid, the unpaid
balance of the assessment in Installments.

(b) At the option of the city, written applications may be Tfiled
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after 10 days after notice of assessment is first published.

Sec. 29.51.030. EDUCATIONAL, RELIGIOUS, FRATERNAL OR CHARITABLE
ORGANIZATIONS AND PUBLIC CORPORATIONS. An educational, religious,
fraternal or charitable organization or public corporation owning
property assessed for its proportionate share of the cost of construct-
ing a local improvement as defined in sec. 10 of this chapter has the
same right to bond that assessment and having bonded the assessment
is subject to the same duties and liabilities as a natural person
bonding an assessment. However, the limitations on the amount of an
assessment that may be bonded do not apply to these organizations and
corporations, which are permitted to bond to the full extent of the
assessments.

Sec. 29.51.040. CONTENTS OF APPLICATION. The written applica-
tion shall state that the applicant and property owner waives all
Irregularities or defects, jurisdictional or otherwise, in the
proceedings causing the improvements to be made for which the assess-
ment is levied and in the apportionment of the cost of the improvement.
The application shall provide that the property owner agrees to pay
the assessment in 20 semiannual installments, with interest at six
per cent a year on all assessments which have not been paid. The appli-
cation shall also contain a statement, by lots or other convenient
description, of the property of the applicant assessed for the improve-
ment.

Sec. 29.51.050. APPLICATIONS REFUSED. No application as provided
in sec. 40 of this chapter may be received and filed if the amount
remaining unpaid upon the assessment together with the unpaid balance

of a previous assessment Tfor improvements against the same property
equals or exceeds the valuation of the property.

Sec. 29.51.060. RECORD OF APPLICATIONS. The city clerk shall



(1) keep all applications filed under sec. 20 of this
chapter In a convenient manner for examination; the applications
received for each improvement shall be kept separate;

(2) enter in a book kept for that purpose, with a separate
section for each improvement, the date of filing of each application,
the name of the applicant, a description of theproperty and the amount
of the assessment, as shown on the application.

Sec. 29.51.070. BOND LIEN DOCKET. After expiration of the time
for filing applications, the clerk shall enter In a docket kept for
that purpose, with separate headings for each improvement, by name or
number, a description of each lot or parcel of land or other property
against which the assessment is made, with the name of the owner and the
amount of the unpaid assessment. This docket shall be a lien docket
for taxes assessed and levied by the city and for the amount of the
unpaid assessments docketed, with interest at the rate of six per cent
a year, against each lot or parcel of land or other property, until
the assessments and interest are paid. The unpaid assessments and
interest are a lien on each lot or parcel of land or other property
in favor of the city and these liens shall havepriority over all
other liens and encumbrances.

Sec. 29.51.080. ISSUANCE OF BONDS. When a bond lien docket is
made up as provided in sec. 70 of this chapter, the city may, 1in
accordance with the provisions of AS 29.50.020 authorize the issuance
of bonds in convenient denominations not exceeding $5,000 each, equal
to the total amount of unpaid assessments for Improvements, Tfor which
applications to pay under this chapter have been Tfiled, as shown by

the bond lien docket.
Sec. 29.50.090. FORM OF BONDS. The bonds shall, by their terms,

be the genei’al obligations of the city issuing them, be in serial form
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with definite maturity dates determined by the city council, and shall
mature in annual or semiannual installments. If the city council
elects, the portion of the particular issue of bonds that matures

after one year from issue date may be made subject to redemption in
numerical order on the interest dates on or after the first year from
issue date, as the city council shall designate. The first installment
of principal of each Issue of these bonds shall become due and payable
not later than two years, and the last installment not later than 12
years, from the date of issue of the bond"-.

Sec. 29-51.100. AMOUNT OP INSTALLMENTS. The installments of
principal of the bonds shall be equal iIn amount, or the combined annual
installments of principal and interest on the bonds shall be in sums
that will permit a substantially uniform annual tax levy for the
retirement of the principal and payment of the interest on the bonds
as they become due. Fractional bonds in denominations of less than
$500 comprising part of an issue shall be numbered with the number "1"
and shall be included in the amount of the Tfirst installment of
maturing bonds. The interest on the bonds and the amounts of the
installments of maturing bonds shall be included in the annual budget
of the city, and there shall be deducted in the budget an amount that
the city council conservatively estimates will be received from payments
of the principal and interest on installments of assessments pertaining
to a particular bond Issue, and from receipts from sales and rentals
of property acquired by the city pursuant to the assessments, during
the year for which the levy is made.

Sec. 29.5i.HO. INTEREST RATE. The bonds shall be payable in

lawful money of the United States, and bear interest payable semiannually

at a rate not t exceed six per cent per year, the interest obligations

to be evidencei by coupons attached to the bonds. Notice stating that
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certain bonds are to be taken up and canceled upon optional payment
dates, and that the interest shall cease upon the interest payment

date upon which the bonds are called, shall be published in a newspaper
printed and published, and of general circulation, in the borough

where the bonds are issued, at least 15 days prior to cancellation
date. After that date interest upon the bonds designated in the notice
shall cease.

Sec. 29.51.120. EXECUTION AND REGISTRATION OP BONDS. The bonds,
before issuance, shall be executed with either the autograph or
facsimile signature of the mayor or other executive head of the city
countersigned by the finance officer or clerk, and authenticated by
the seal of the city attached, either manually or printed, and shall
be registered consecutively, by number and denomination of each, in
a book to be kept ’j the clerk, to be known and designated as the
"Improvement Bond Register™. Each of the bonds shall have distinctly
and plainly inscribed or printed on its face the registered number of

the bond and the words "Improvement Bond"™, with the name of the city

Sec. 29.53.130. SALE OP BONDS. The bonds shall be advertised
for sale and sold for the highest price obtainable, but for not less
than par and accrued interest. The proceeds shall be paid by the
purchase, to the city treasurer and the par value credited to the
respective Improvement fund for which the bonds are issued. The
accrued interest and premium accruing from the sale of the bonds
shall be credited to the general fund of the city the fund from which
interest is paid on improvement warrants, or to the improvement bond

sinking fund, as the city council shall direct.
Sec. 29.51.140. PAYMENT OP INSTALLMENTS. There shall be due and

payable semiannually for 10 successive years, to the city treasurer by
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the owner of each lot or parcel of land assessed for any Improvement,
whose application to pay the cost of the improvement by installments
has been filed as provided in secs. 20 - 40 of this, chapter, Tfive
per cent of such cost assessed against the property of the owner, as
appears by the bond lien docket described in sec. 70 of this chapter
with the amount of one-half of one year®"s interest d- not to exceed
six per cent per annum on unpaid assessments or installments. The
first payment shall be due and payable at the expiration of six
months from the date of assessment in the bond lien docket, and sub-
sequent payments at the expiration of each semiannual period there-
after.

Sec. 29.51.150. PROCEDURE FOR COLLECTION ON DEFAULT. Should
the owner neglect or refuse to pay installments under sec. 3.40 of this
chapter as they become due and payable for a period of one year, then
the council may, by reason of the neglect or refusal to pay the
installments, and while the neglect and refusal to pay continues,
pass a resolution giving the name of the owner ther. in default 1in
the payment of the sums due, either principal or interest, together
with a description of the property upon which the sums are owing
and declaring the whole sum, both principal and interest, due and payabl?2
at once. It may then proceed at once to collect all unpaid install-
ments and to enforce collection with all penalties, in the same manner
in which delinquent street and sewer assessments are collected,
pursuant to the terms of the city charter.

Sec. 29.51.160. RECEIPTS AND ENTRIES ON LIEN DOCKET. When
installments and interest on any assessment in the bond lien docket

are due, the city clerk shall make the proper extensions of install-

ments and interest on the bond lien docket and turn them over to the

city treasurer. The treasurer then shall notify the property owner
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that the installments are due and payable, but a failure of any

owner to receive the notice shall not prevent collection of the
installment as provided in sec. 150 of this chapter. The city ~
treasurer shall issue a receipt to the person paying the installments
and interest, and shall fﬂle duplicates of the receipts with the
clerk. When the treasurer returns the bond lien docket, the recording
officer shall make the proper entries on the bond lien docket showing
the amount of each payment and the ™"“emade.

Sec. 29.51.170. RIGHT OF OWNER TOPREPAY BALANCE AND DISCHARGE
LIEN. At any time after issuance of the bonds, any owner of any
property against which the assessment is made and lien docketed
may pay into the city treasury the whole amount of assessment for which
the lien is docketed, together with the full amount of interest and
costs accrued to date of payment. Upon producing to the clerk the
receipt of the city treasurer, the clerk shall enter in the lien
docket opposite the entry of the lien the date of the payment and that
the lien is discharged.

Sec. 29.51.180. SEPARATE FUNDS AND ACCOUNTING. A city treasurer
receiving funds accruing by virtue of this chapter shall keep the funds
and their account separate and apart from other city funds. The amount
of the funds paid on account of installments, and interest on unpaid
installments, shall be placed to the credit of funds to be known and
designated as "improvement bond sinking fund" and "improvement bond
interest fund". The amount placed to the credit of the improvement
bond sinking fund shall be deposited in the bank that will pay the
highest rate of interest, or be invested in or used for the purchase

of improvement bonds of the city at par. In the purchase of improve-
ment bonds, the accrued interest shall be paid out of the improvement

bond interest fund, and all interest received by the treasurer on
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account of coupons due shall be placed to the credit of the improve-
ment bond interest fund. Interest due on improvement bonds shall

be paid out of the improvement bond interest fund. All bonds purchased
by a city shall be held by the city treasurer as a sinking fund, and
shall be disposed of by direction of the city council when required

for the redemption of bonds previously issued, as they become due and
payable.

Sec. 29.51.190. PAYMENTS ENTERED ON LIEN DOCKET. Entries of
payments of installments, Interest and costs, made under this chapter,
shall be made in the lien docket as they are received, with the date
made, and the payments made and entered shall discharge the lien to
the amount of the payment and from the date made.

Sec. 29.51.200. REDEMPTION PROCEDURE. At any time after bonds
issued by virtue of this chapter become payable, the city may redeem
bonds. It shall redeem them consecutively by number of the bonds,
commencing with number one of the bonds. It shall give notice of
the readiness of the city to redeem by publication in some newspaper
published and having a general circulation among its subscribers in
the city once each week for three successive weeks, giving the number
of bonds which will he redeemed, and the time at which redemption
will be made. After the time so fixed for redemption, no interest
shall accrue or become payable on the bonds notified for redemption.

Sec. 29.51.210. SHORT TITLE. This chapter may be cited as the

Local Improvement Bonding Act.
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Introduced: 3/3/72

Referred: Local
Government

BY THE RULES COMMITTEE

IN THE SENATE BY REQUEST

SENATE BILL NO. 363
IN THE LEGISLATURE OP THE STATE OP ALASKA
SEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act providing for boroughs in the unorganized

borough; and providing for an effective date.”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 07 1is amended by addirg a new chapter to read:

CHAPTER 4. BOUNDARIES AND ORGANIZATION OF BOROUGHS
IN THE UNORGANIZED BOROUGH.
ARTICLE 1. BOUNDARIES, ADMINISTRATION AND INCORPORATION.

Sec. 07.04.010. BOUNDARIES. By the 10th day following the con-
vening of the first session of the Eighth Legislature, the Local
Boundary Commission shall propose to the legislature a division of the
unorganized area of the state into unorganized boroughs. The Local
Boundary Commission may propose adjustments to the boundaries of exist-
ing boroughs to the extent necessary to secure conformity with the
standards for borough boundaries set forth in the statutes and in the
Constitution of the State of Alaska. A proposed adjustment of existing
boundaries shall provide for those transitional matters the commission
considers necessary or appropriate. The boundaries proposed by the
Local Boundary Commission become effective 45 days after presentation
or at the end of the session whichever is earlier, unless disapproved
by resolution concurred in by a majority of the members of each house.
The proposed division is not subject to modification by the legislature

as an alternative to disapproval, and if disapproved by the legislature

the proposed division made in accordance with this section is of no

effect.
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Sec. 07.04.020. ADMINISTRATION. Unorganized boroughs shall be
administered by the Department of Community and Regional Development
as prescribed by the legislature.

Sec. 07.04.030. ADVISORY COUNCIL. In each unorganized borough
the lieutenant governor, within 60 days of the establishment of unorg-
anized boroughs i1n the manner provided in sec. 10 of this chapter shall
provide for election of an advisory council of 11 members. The council
may participate in an advisory capacity in the development and imple-
mentation of state programs and projects relating to the borough.
Elections of council members shall be held every four years.

Sec. 07.04.035. COUNCIL MEMBERSHIP. At the time of election and
during their tenure advisory council members shall be qualified voters
of the state and residents of the borough. A vacancy on the advisory
council shall be filled by a person qualified for election to the
advisory council and selected by majority vote of the remaining members
of the council. |If a majority of seats on the advisory council are
vacant concurrently, the lieutenant governor shall fill the vacancies
by appointment of persons qualified for election to the advisory
council.

Sec. 07.04.040. INCORPORATION. A percentage, determined 1in
accordance with AS 07.10.020(8), of the qualified voters of an unorgan-
ized borough may petition for organization of the borough as a borough
of the first, second or third class in the manner provided in AS 07.10
and 07.17, except that the petition need not Include matter relating to
boundaries.

ARTICLE 2. HOME RULE CHARTERS.

Sec. 07.04.050. ADOPTION OF CHARTER. An unorganized borough

established under this chapter may adopt a home rule charter in the

manner prescribed by AS 29.40.010 - 29.40.030 and AS 29.85.110(a) - (@)
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except that the advisory council elected in accordance with sec. 30 of
this chapter shall perform the duties assigned to city councils, and
except that the charter commission shall consist of 11 members. Vacan-
cies on the chart"er commission shall be filled in the same manner as
vacancies on the advisory council.

Sec. 07.07.060. ORGANIZATION. The charter commission shall
initiate organization of the borough in accordance with the terms of
the charter by submission of the charter to the Department of Community
and Regional Development. The charter shall be submitted within one
year of the first meeting of the commission. The department shall
review the charter in light of the circumstances of the particular
borough and, within 120 days from receipt shall transmit the charter,
together with its findings and recommendations, to the Local Boundary
Ccmmission.

Sec. 07.04.070. HEARING. The Local Boundary Commission shall
hold at least one hearing in the area proposed to be organized for the
purpose of hearing public comment on the charter.

Sec. 07.04.080. LOCAL BOUNDARY COMMISSION DETERMINATION. The
Local Boundary Commission, within 90 days from receipt of the charter
and the recommendations and findings of the Department of Community and
Regional Development, shall determine whether the charter meets stand-
ards for organization established by the laws and the Constitution of
the State of Alaska and by regulations adopted by the commission.

Sec. 07.04.090. REJECTION OF CHARTER. If the Local Boundary
Commission determines that the charter fails to meet the standards for
organization it shall reject the charter stating in writing its reasons

for the rejection.
Sec. 07.04.100. AMENDED CHARTER. A charter commission, within 60

days of rejection, may prepare and submit to the Department of
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Community and Regional Development an amended charter Tfairly meeting
the stated objections to the original charter. The amended charter
shall be evaluated in the same manner as the original charter. No more
than one original®™ and one amended charter may be submitted within one
12 month period.

Sec. 07.04.110. RATIFICATION OF CHARTER. If the Local Boundary
Commission determines that the charter meets the standards for organ-
ization it shall notify the lieutenant governor. As soon thereafter as
practicable the lieutenant governor shall provide for an election in
the borough on the question of whether or not the charter is ratified
and for election of the officers provided for iIn the charter. The
election shall be preceded by publication and posting of the proposed
charter by the lieutenant governor substantially in the manner provided
for other charter elections in AS 29.85.150.

Sec. 07-04.120. CERTIFICATION OF RESULTS. If a majority of the
votes cast by the qualified voters of the borough are against ratific-
ation the lieutenant governor shall so certify and shall certify that
the Charter is defeated. If a majority of the votes cast by the quali-
fied voters on the question are in favor of ratification the lieutenant
governor shall so certify and declare that the borough in which the
election was held is an organized borough and a municipal corporation
in accordance with the terms of the charter. The lieutenant governor
shall also certify the names of those candidates who received the great-
est number of votes for the offices established by the charter.

Sec. 07.04.125. VOTERS, ELECTIONS AND COSTS. (a) A person
is qualified to vote in a borough election authorized in this chapter
if he is qualified to vote in state elections and if he is a resident
of the borough.

(b) The lieutenant gove nor shall supervise elections under this



chapter as provided for supervision of other borough elections under
AS 07.10.120(d).

(©) The state through the office of the lieutenant governor
shall assume the "costs of elections and charter preparation under this
chapter.

* Sec. 2. Nothing in this Act may be construed to affect any organiz-
ation petition pending on the effective date of this Act. All such petitions
shall be acted upon in the manner provided by lav; In effect prior to the
effective date of this Act.

* Sec. 3. AS 07.05.010 and AS 07.05.0*40 are repealed.
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Introduced: 3/6/72
Referred: Local Government,
State Affairs

IN THE SENATE BY THE JUDICIARY COMMITTEE

SENATE BILL NO. 371
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled:- "An Act relating to the incorporation of boroughs;

and providing for an effective date."

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 07.10 is amended by adding a new section to read:
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Sec. 07.10.115. APPROVAL BY LEGISLATURE. If the Local Boundary
Commission accepts the petition, and before an election under sec. 120
of this chapter, the commission shall present the proposed borough
incorporation to the legislature during the first 10 days of a regular
session. The incorporation shall be approved by the legislature 45
days after presentation or at the end of the session, whichever is
earlier, unless disapproved by a resolution concurred in by a majority
of the members of each house.

Ssec. '2.  As 07.10.120(Ca) 1is amended to read:

() Date of election. Upon the approval of the proposed incor-
poration by the legislature, the Local Boundary Commission [IF THE
LOCAL BOUNDARY COMMISSION ACCEPTS THE PETITION, IT] shall immediately
notify the lieutenant governor of its action and shall furnish him
with such information on the proposed incorporation as he requires.
Within 3° days after the receipt of his notification, the lieutenant
governor shall issue an order that an election be held within the
proposed organized borough to determine the question of whether the

qualified voters of the proposed organized borough desire to be

incorporated; and if so, to elect members of the first assembly of the

borough, the borough chairman, and the members of the first school
-1- SB 371
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board, and to determine whether the borough shall have an appointed
borough manager or an elected borough chairman. The date of the
election specified by the lieutenant governor in the order shall be
not less than 30 nor more than 90 days after the date of the order of
election. The lieutenant governor shall also specify in the election
order the dates during which petitions for nominations may be filed
with him.

* Sec. 3. AS 44.19.260(a) is amended by adding a new paragraph to read:

9 5) present to the legislature during the first 10 days of
©0 . . .
a regular session proposed borough incorporations.
|
* Sec. 4. notwithstanding the provisions of AS 07.10.115, with respect

P

to any borough proposed for incorporation after February 15, 1972, and
B

before an election under AS 07.10.020, the Local Boundary Commission shall
“u

submit the proposed borough incorporation to the legislature.
15

* Sec. 5. This Act takes effect February 15, 1972.

16
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CSSB 113 & CSHB 208 - THE PROPOSED REVISED MUNICIPAL CODE*
Attachments Prepared by Direction of the Senate and House Local
Government Committees Acting Jointly

a) Comparison of CSSB 113 (CSHB 208) and Existing Municipal
Law

b) Comparison of CSSB 113 (CSHB 208) and SB 113 (HB 208)

Foreword and Synopsis of Attachments

The need for revision of the maze of local government laws of
the state, most of them in the case of cities dating back to
territorial days, has long been recognized by the legislature. By
concurrent resolution adopted in 1963 the Third Legislature
characterized the bulk of state law relating to cities as "disjointed"
and not serving the best interest of the state. After a two-year
revision effort conducted by the Local Affairs Agency, the Department
of Law, and the Legislatixe Affairs Agency, a proposed revised code
was introduced into the First Session of the Fourth Legislature and
since then has been continually before the legislature in various
modified forms of the original bill.

This year, following two years of preparation and six years of

review and revision by legislative committees as well as by the

Alaska Municipal League, the public through hearings, municipal and

The provisions of CSSB 113 and CSHB 208, like those of SB 113 and
HB 208, are Ildentical; ror convenience, the reference to the
proposed municipal code is made as CSSB 113, which is the printed
and distributed bill.
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school officials, staffs of the legislative and executive branches
of the government, and others, the presentation of CSSB 113 marks
the first time the proposed code has reached the floor of either
house. It does so after consideration by joint deliberation of
the Senate and House Local Government Committees. Its passage 1in
the current session offers the opportunity for the same legisla—
ture which enacts it to observe its practical operation and make
any changes it may deem warranted during the second session.

This code is based on a proposed draft submitted by the Alaska
Municipal League and prepared by a League committee comprised of
ffunicipal attorneys and administrators; the League draft in turn
is based on earlier versions of the proposed code but reflects
extensive updating and adjustment of provisions to emphasize a
technical revision rather than large-scale substantive hanges in
existing areas of law, particularly in terms of relationships of
boroughs and cities and local governing bodies an? school boards.

Like any overall revision of titles of the Alaska Statutes,
of course, the code incorporates changes from existing law both
in form and in substance, albeit the substantive changes are
relatively few considering the scope of the revision and the tech-—
nical changes itade. Among the most significant substantive changes
appear to be the following. The code

1) provides for two classes of general law cities rather

than four;- p. 8, 27-29 p. 9, 1 (transition: p. 4, 19-29 5 p.

2) makes clear which provisions of the code apply to

home rule local governments and which do not apply; a notable

nage 7, line 19-29 and page 8, lines 1-24

- ———— A :
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example of the merit of this approach is the basic provision outlining
school board and local assembly or council relationships; the proposed
code retains the substance of the provisions (sec. 29.33*050) virtually
as they appear under present law (AS 07.15*330) but does not apply

them to home rule governments; the provisions under present law have
been the source of much controversy and pending litigation as to their

applicability to home rule governments;

3) authorizes cities and boroughs to permit, on vote
of the people, exemptions from property taxes inaddition to those
exemptions now required by law or already permitted on anoptional
basis by law (general law cities and, arguably, home rule cities,
do not have such authority under present law);pago 76, lines 18-20
status of existing exemptions:page 77,line
4) expressly authorizes use taxes as correlatives®™ to S1777—
sales taxes, which still continue to require voter approval;
authorizes borough collection and refurd of city sales taxes as well
as city property taxes, the latter now being required to be collected
page 93, lines 7-10
by boroughs under presenc law, page 93, lines 27-29%page 94, line 1
5) establishes uniform fiscal years and practices for
assessing, levying and collecting property taxes for all municipal!-
pago 71, lines 3-5
ties;page 75, lines 7 175page 92, lines 20-25
6) revises existing cumbersome special assessment laws
and permits levy of special assessments against governmental units;
page 191, line5 page 101, lines 11-13
7 authorizes differential property tax zones within
cities to allow for different services or different levels of ser—
vices than are provided generally within a city; page 92, lines 26-29
8) provides for general law cities within general law

boroughs to levy sales or use taxes upon t.ie sime tax sources as

are levied upon by the borough; page 93, lines 27-29
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9) expands eligibility for organization grants to
second class cities newly incoroorating or reclassifying to first
class status and assuming school functions (outside boroughs);
i i i page *1, line"28
10) provides that the terms of office of city, borough
and school board officials are two years but that any local govern—
ment may by ordinance choose otherwise and provide different terms
not exceeding four years (three years for school boards, as under
page 17, line 5%
present law); terms of incumbents are notaffected,however;page 25, line
page 29, line 7
11) sets the date ofthe regular municipal election atpage 124,
i i i lines 1*1-19
the same time as the date of the state general election (i.e. on
the Tuesday after the first Monday of November); .same as 10) above
12) makes every local voter registered to vote in state
elections eligible to vote in any municipal election, without, being
required also to meet separate municipal registration requirements;
if not registered to vote with the state, he may vote in local

. i . . . Dage 35, line 27
elections upon meeting the local registration requirements IT" any-;

13) adds garbage and solid waste and water pollutf%?gﬁm%ai-nljﬂFr4
control powers to the existing categories of powers which second
class boroughs may exercise in the borough area outside cities
without special voter approval; page 60, lines 6-7

14) gives cities authority to adopt and enforce building,
housingand related codes within the cities rather than conferring
such authority upon a borough as part of its required areawide
planning, platting and zoning powers, as has been the interpretation
under present law; page 63, lines 14-17

15) requires no election in general law cities and boroughs
to sell municipal revenue bonds unless the local government chooses

by ordinance to require an election, page 98, line 5
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The fundamental change represented by the proposed code |Is
technical in that it is a reorganizedj clarified, and updated body
of municipal law and a vastly improved framework within which to
meet the legislative needs of municipalities as they may develop.
Not the least of the proposed code®"s advantages is that it takes
a body of law referred to probably as much or more than any other
title in the Alaska Statutes and renders it far more intelligible
for municipal officials as well as for the citizens whom it so
directly affects.

The following summaries set forth in more detail comparisons
of CSSB 113 and CSHB 208 and existing law and comparisons of

CSSB 113 and CSHB 208 with the bills as first introduced.



MUNICIPAL CODE

SUMMARY

COMPARISON OP CSSB 113 AND EXISTING MUNICIPAL LAW

INTRODUCTION

Senate Bill 113, the current; version of the revised municipal code,
is an entire recodification "wf the laws relating to cities and boroughs
nov/ found in Titles 7 and 29. Like other reorganized and updated
statutory titles, it incorporates changes from existing law both in
form and in substance.

The revision was directed by the 1963 Legislature, which noted
that the bulk of law relating to cities (Title 29) was a disjointed
product of the territorial period. Addition of the Borough Act as
a separate title in 1961 (Title 7) further confused the municipal law
area.

In 1963 and 1964, the Local Affairs Agency, Department of Law and
the Legislative Council prepared the first draft of legislation combin—
ing and attempting to reconcile the provisions of Titles 7 and 29. The
revision was introduced as SB 101 in 1965 and was the subject of wide—
spread hearings around the state, committee deliberations, and further
revision.

Revised versions of SB 101 were introduced into the legislature
in 1966, 1967 and 1969.

SB 113* the basis of the current proposal, represents a thorough
review by the Alaska Municipal League and governmental agencies at the
municipal and state levels. The League felt that revision should be
primarily technical and should not attempt to solve the substantive
problems existing in two areas, that of relations between cities and

boroughs and that of relations between schools and general government.



r Comparison of CSSB 113 and existing law Page two

|
.Accordingly,- the bill in these areas is substantially the same as

existing law, with some exceptions as noted further (see references
on pages 6, 7, 9 and 12 - 1*0.

It is virtually impossible to detail all of the"changes that have
taken place between the code and existing municipal law, but this
summary will explain the major impact of the revision. It takes into
account changes made after joint deliberations of the Senate and House
Local Government Committees which resulted in CSSB 113. These changes
between CSSB 113 and SB 113 are also separately treated in an attach-—
ment following this summary.

Chapter 3. The Unorganized Borough

The law relating to the unorganized borough is unchanged. The
present provisions of Title 7 granting authority to the division of
lands to adopt zoning regulations for federal lands in the unorganized
borough at the request of the Secretary of the Interior and only for
purposes of facilitating federal Iland sales in the unorganized borough
is placed in Title 38 (Sec. 6 of the proposed Act).

Chapter 8. Classification of Municipalities (i.e. Cities

and Organized Boroughs)

One of the most significant changes is the change from four
classes of cities to two classes of cities. The primary difference 1in
the revision between the first and second class cities is that the
first class city has the school function and has the power to assess,
levy and collect a general property tax while the fourth class city
has neither of these powers. Under present law, first, second and

7‘ﬂ-third class cities all have these powers, while fourth class cities do

net. A population minimum of #00 persons has been set as the number
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necessary to incorporate a first class city under the code, as in
present law. The status of existing home rule cities, and existing
first class cities with populations of 4G0 or more, remains unaffected

by the prooosed Act. Existing second and third class cities of 400 or

page 4
more persons will automatically become first class cities, retaining
line 19-29
their school and tax powers. The revision takes into account the Fact

that certain existing first, second and third class cities of under
400 persons may not have sufficient population or tax base to assume
the burden of the school function. Therefore, these cities are given
the option of becoming either first class or second class, depending
upon their abilities and desires, as assessed by the local boundary
commission and subject to legislative review. Existing fourth class
cities will automatically become second class cities with the same

e i age 1, line 26
powers and responsibilities which they now possess (Sections 2y.U8.U10

throﬁﬁ?e 4Xf%j£% gnd Sectioégifb.%gr%%%%agg—z %%%aé%O)tin%hggcode pro—
vides for reclassification of cities and boroughs to a higher class.
Upon reclassification of a third class borough to a second or first
class borough the borough may retain a combined assembly-school board
or may separate the functions between an assembly and a board, depending
upon the wishes of the voters (Sec. 29.08.040). page 3, line 16
Chapter 13. Home Rule Municipalities
The new code standardizes the procedures for adopting a charter
parte 5, line 6 page 7, line 9

by either a first class city or borough (Secs. 29.13.010 - 29.13.080).
Home rule limitations are gathered together in one place and listed, page
This section makes explicit the legislative intention to make only the

sections of the code which are specifically listed as applicable to

home rule municipalities so applicable. Additionally, the sections

7
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themselves contain a specific reference making them applicable to home
rule municipalities (Sec. 29.13.100). page 7, line I
Chapter 18. Incorporation
Incorporation procedures for all municipalities are gathered to-
oage 9, line 20 page 11, line 23
gether and standardized (Sees. 29.18.050 - 29.18.110). The election
of the first slate of officers is separated from the question of in-
corporation itself.

Present law provides for transitional assistance upon the in—
corporation of a new borough. In the revision, such transitional
assistance 1is also made available to cities incorporating after the
code takes effect. Organizational money grants based on an allocation
of $10 per voter are allowed the newly incorporating boroughs and
cities of all classes, other than unifying or consolidating municipali—
ties. A minimum grant of $25,000 is authorized for communities assum—
ing the school function for the first time, either by incorporating as
boroughs or first class cities outside organized boroughs or by re—
classifying from second class to first class cities outside boroughs
(Sec. 29.18.180). page 1n, line 28

Under the revised code boroughs and cities of all classes may
also select 10 per cent of the vacant, unappropriated, unreserved state

page 15, 1line 19 page 16, line 1
land within their boundaries. (Secs. 29.18.190 - 29.18.200). Previously
only boroughs and, as of 1970, first and second class cities, were given
this privilege. The code provisions declare that the policy of the
state in making land selections under the Statehood Act is to make
available the maximum land area for borough and city selections under

the code provisions, consistent with the best interests of the state.

Chapter 23. Municipal Officers a ,d Employees



Comparison of CSSD 113 and existing law Page Tfive

municipal officers is gathered into this chapter. , ®

Local officials®™ election dates and terms of office are changed
to conform to the date of state general elections, but terms of office
may be varied by local ordinance so as to provide either staggered or

page 17 line 27
%gg%lt?géo??gg ﬁgpigzg% Eﬁ{mslﬁﬂat? four years (Secs. 23.2$%.u4du,
29.23.200(c) and 29.23.310). If a locality chooses to have other
than two-year terms it may, of course, hold the elections in odd-
numbered years, but the elections would occur on the Tuesday after
the first Monday 1in November. Elections are nonpartisan for all munici
palities (Sec. 29-28.010). page 35, line 5

The executive power has remained essentially the same except that
the veto power of borough chairmen and mayors of first class cities
has been broadened and clarified. In the past, there has been a
guestion of whether a veto could be used for motions and other actions
of the assembly or council. It is clearly spelled out that they may
be. .

Additionally, a new authority for the line item veto in municipal
budgets has been added. This line item veto 1is expressly stated not
to apply to the school budget (since the only power the assembly or
council has is to approve or disapprove the total school budget, and
the chairman or mayor may only veto that which the assembly or council
nas power to enactfa%ieé?? <Liqfi.3i0 ﬁ?:ezﬁTés-Eyga.onhe mayor of a
second class city is a member of the council and has no veto power
(Sec. 29-23-270(b)). pa,:e 27, line 28

The mayor of a first class city is elected separately from the

council. The mayor of a second class city is a council member who is

elected to the council along with the other council members, who then
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mayor of a first class city votes only in case of a tie and has the

veto power. The mayor of a second class city may vote cn all matters
page 27, line 16

as a council member, but he has no veto power (Secs. 29.23.260 and 29.-
spage 27, line 20

23.270). The borough chairman does not vote on matters before the
page 24, line 25 oage 24, line
assembly but has the veto power (Secs. 23.160 and 29.23.170).

A provision of present lavw/ applying only to first class cities and
requiring written examination of police officer applicants on laws and
ordinances, the examination to be graded by the council, 1is not retained
in the code.

The revision makes clear that city councils may be elected from
election districts within the city as well as citywide or partly at
large and partly by districts, the choice being left to the local gov-

page 25, line 20
ernments CSec. 29.23.200(a)). Election sections for election of
borough assemblymen in the borough area outside cities are permitted,
as under present law, with sections to be of approximately equal popu-
page 22, line 4
lation (Sec. 29.23.100T.

Utility boards elected by the voters or appointed by the municipal

executive and confirmed b{,the governing body are permitted for boroughs
page 29, line 16

and cities (Sec. 29.23.340). (Elected boards only are authorized to

general law municipalities under existing statutes.)

With respect to school board relations with local governments
there are no substantive changes from present law except that election
dates and terms of office have been established to coincide with state
general elections with different terms not exceeding four years autho—
rized by local ordinance, and local governing bodies are authorized

to provide for centralized purchasing of those school supplies and

equipment which arc of a kind used by municipal departments (Sec. 29.-

page 72, line 14 page 29, line 7 page 29, line 16
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page 43> line 19
In addition, the code makes clear that Sec. 29.33.050 setting out

school board-governing body relationships is not intended to apply
to home rule municipalities. There 1is uncertainty whether the same
provisions as they appear in present law apply to home rule govern—
ments .

Either a borough or a city may adopt or repeal a manager form of
government, as under existing law. However, a standard procedure is
established for both types of municipality. Under this procedure,
either the voters by petition, or the assembly or council (by®ith

page\ll ,- line- 16
own motion, may initiate an election on the manager plan (Secs. 297.231°" <

page 32, line-"23
410 - 29.23.480).

The code requires certain reports to be made to the Local Affairs
Agency, including up-to-date maps, tax assessment figures, a TfTinancial
report, and reports relating to long-term debt as already required
under AS 44.19.205. The financial report takes the form of the annual
audit for boroughs and first class cities, but second class cities may
submit a statement of income and expenditures. Furnishing the reports
is made a condition of receipt of authorized shared revenues under
AS 43.18 (Sec. 29.23.560). Efg |3, line 25~

Chapter 28. Elections

The major change affecting elections is the scheduling of munici—
pal elections to coincide with state general elections rather than
being held approximately one month earlier, as under current law (Sec.
page 35, line
29 .28.020). Terms of office of borough, ci.ty and school elected
officials are also set at two years, but different terms not exceeding

four years for borough and city governing bodies, and three

years for school boards (the maximum term permitted under present law)
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may be set in all cases by local ordinance.

Municipalities may, but are not required to, impose registration
requirements over and above those of the state. However, a local
voter registered with the state uo vote in stete elections 1is eligible
to vote in local elections, whether or not he meets local registration

page 35, line 27
requirements (Sec. 29.287030). Also, the municipality mayat its op—

tion require a majority vote for election of officials andutilize a

runoff election or other means of obtaining a majority for the purpose

age 36, line, 8
IO(Sgec. 29v2ftrofrotr-

Assemblies and councils are required to p:ovide by ordinance for
election appeals. IT the appeal is successful, the assembly or council
bears the cost; i1f unsuccessful, the contestant must pay (Sec. 29.28.-
050). page 36, line 8

The powers of Initiative and referendum are reserved to munici—
palities and the procedure for exercise of these powers by municipal
residents is outline%a%%mégy 53?5#??80 _p%%ﬁ2§9ilg;pe

The section on recall has been changed.to eliminate the successor
running at the same election as the recall election. Should the re—
call be successful, a subsequent election is required to elect a suc-

page 40, line 29 oage 43, line 1
cessor.(Secs. 29.T87130 - 29.28.290).
Chapter 33. Areawide Borough Powers and Duties

Boroughs retain their basic areawide responsibilities prescribed
by current law: (1) assessment and collection of taxes, (2) -educa-—
tion, and (3) planning, platting and zoning. Under current law,
however, the borough is charged only with assessment and collection of

real and personal property taxes. The assessment and collection pro—

vision of the new code broadens this to include the collection of use
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Dage *I3, line 19
and sales taxes authorized by the voters (Sec.r 29 .J3.030).

There has been considerable smoothing out in the planning, platting
and zoning article, with two significant alterations. One 1is that the
planning commission itself may decide on variances subject only .to
appeal to the board of adjustment. Under the current procedure all
variances, no matter how routine, must go to the board of adjustment.
The second change 1is the placing of power to adopt and enforce build—
ing, housing, and related codes clearly within the jurisdiction of
cities within boroughs rather than the boroughs as part of the area-
wide planning, platting and zoning responsibility. Boroughs may exer—
cise the powers 1in the area outside cities or areawide by acquiring
the power in the same manner as they obtain other powers in those
areas. However, boroughs now exercising the powers within cities may
continue to do so upon agreement to that effect between a city and a
borough; if there is no agreement, the city is required to exercise
the powers within the cit;. and the borough now exercising the powers
is required to continue doing so outside the city. Areawide borough
exercise of the powers may subsequently be acquired through transfer by

page 63, lines 2*1-29
the cities or by vote of the people (Sec. 297V87U25Ti (Present borough
law has been interpreted by the Attorney General®s orfice to vest
boroughs with areawide building code powers as part of the required
areawide planning and zoning function.)

Under existing laws relating to acquisition of additional areawide
powers, it is unclear whether second class boroughs may, like first
class boroughs, acquire additional areawide powers by transfer from
cities. The revision explicitly authorizes this method. Also, the

Local Affairs Agency is no longer required to pass upon the acquisition
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of additional areawide oowers. |In both the revision and present law,
additional areawide powers require approval by a majority of the bor-
page 5%, line 7 page 5i*_line 25
ough voters "(Se ;s . . 337250 - 29T33. 29073
Chapter 38. Borough Powers and Duties 1in the
Area Outside Cities
This chapter is designed to encourage areawide or joint city-
borough exercise of powers by requiring the borough to seek these

alternatives before exercising powers 1in the area outside cities only.

IT transfer or joint exercise 1is not acceptable, a first class borough

may exercise any general law municipal power outside cities (Sec. 29.38.-

010). page 55, line 27

A second or third class borough requires an election in the area

outside cities in order to add additional powers in that area (Sec. 29.

page 56, line 1 ) ) o )
S"S.020), except with respect to certain special matters specified 1in

.page 59, line 26

Sec. 29.78.020, including regulation of fireworks, animals, vehicles,
snow machines, garbage and solid waste, and water pollution. The
latter two powers are newly conferred in the code for second class
borough exercise in the area outside cities without a vote of the

area; the others are already conferred for such exercise under existing
law. Acquisition of additional powers and duties in the area outside

cities again no longer requires review by the Local Affairs Agency.

Chapter *1. Powers of Third Class Boroughs

Third class borough powers are unchanged.
Chapter *13. Powers of Cities Outside Boroughs
Authority is continued for cities outside boroughs to assess, levy
and collect property and sales taxes. Use tax authority is also con—
ferred. Taxes are to be assessed, levied and collected in the same

manner as set forth for boroughs 1in the code.

hi
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First class cities outside boroughs continue to comprise city
school districts, with relationships between school boards and city
councils to be governed in the same manner as those between borough
sc ool boards and assemblies, as under present law.

Home rule and first class cities outside boroughs must, and second
class cities may, provide for planning, platting and zoning in the man—
ner provided in the code for boroughs under the code (present law does
not expressly require home rule or first class city exer”~se of planning,
platting or zoning authority).

The chapter makes borough laws incorporated by reference under the
chapter applicable to home rule cities only in those cases in which
they are made applicable to home rule boroughs in the provisions in-
cornorated.

Chapter A8. Powers Applicable to AIl Municipalities

An entirely new approach has been taken to delineation of municipal
powers, Tacilities and services. Under existing law these are in many
cases spelled out in substantial detail. This detail often serves no
useful purpose. The new code merely lists the powers and provides
for liberal construction of the powers, as requ[red by the constitution
page 59, line § cage 60 line lg page 72, Uline 23
(Secs. 29.78.010, 29.78. 030 and 29JJ3°3.310). The listings the code pro—
vides are not intended to be all-inclusive but rather illustrative of

; . . Dajge 7 , _lips 26
the object or purpose intended to" be accompllshed—{ Secs . 29 rwo~. 32D and

29.723.330). paag (D3 line 1

The procedure for enactment of ordinances has been simplified and
streamlined without changing substantive rights. The code, however,
changes the time between publication and hearing from one week to five

httc-. Thn M.mr-o n*»rmlts snooinl meetings for final consideration of
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