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R i c h a r d  R a m s e y ,  y o u r  a i d e ,  r e q u e s t e d  a  b r i e f  r e v i e w  o f
t h e  p r o v i s i o n s  o f  H C S  C S S B  3 7 5 ( R e s )  r e l a t i n g  to a g r i c u l t u r a l  d i s ­

p o s a l s .  I n  p a r t i c u l a r ,  h e  a s k e d  u s  to r e v i e w  t h e m  to e n s u r e  t h a t  

t h o s e  p r o v i s i o n s  d i d  n o t  w e a k e n  o r  d i m i n i s h  t h e  c u r r e n t  r e s t r i c ­

t i o n s  o n  t h e  u s e  o f  s u c h  l a n d  f o r  a g r i c u l t u r a l  p u r p o s e s .

S e c t i o n s  23 m d  27 o f  t h e  b i l l  r e l a t e  s p e c i f i c a l l y  to
a g r i c u l t u r a l  d i s p o s a l s .  S e c t i o n  2 3  r e p e a l s  a n d  r e e n a c t s  A S  3 8 . -  

0 5 . 0 5 9  w h i c h  o u t l i n e s  l i m i t a t i o n s  a n d  c o n d i t i o n s  o n  t h e  s a l e  o r  
l e a s e  o f  a g r i c u l t u r a l  l a n d .  I n  s u b s t a n c e ,  t h e  s e c t i o n  m a k e s  

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

c o n v e y a n c e  o f  t h e  s t a t e ' s  e n t i r e  i n t e r e s t  o r  b y  l e a s e ,  m u s t  b e  
u s e d  f o r  a g r i c u l t u r a l  p u r p o s e s .  I n  o u r  v i e w ,  w e  b e l i e v e  t h i s  

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

f o r  a g r i c u l t u r a l  p u r p o s e s  a n d  g i v e s  t h e  s t a t e  s u f f i c i e n t  l e g a l  
a u t h o r i t y  t o  r e a c q u i r e  t h e  l a n d  i f  i t  is u s e d  f o r  a n y  p u r p o s e  
o t h e r  t h a n  a g r i c u l t u r a l .

S e c t i o n  27 a m e n d s  A S  3 8 . 0 5 . 0 6 9 ( c )  i n  a m a n n e r  w h i c h  
d o e s  n o t  a f f e c t  r e s t r i c t i o n s  o n  t h e  u s e  o f  a g r i c u l t u r a l  l a n d  b y  a 
g r a n t e e  o f  s u c h  l a n d  f r o m  t h e  s t a t e .

R e: H C S  C S S B  3 7 5 ( R e s )  a n d

a g r i c u l t u r a l  d i s p o s a l s

D e a r  S e n a t o r  K e r t t u l a

03-C5LH



T h e  H o n o r a b l e  J a l m a r  M. K e r t t u l a  
P r e s i d e n t ,  A l a s k a  S t a t e  S e n a t e  
R e :  H C S  C S S B  3 7 5

M a y  10, 1 9 8 4
P a g e  2

I n  c o n c l u s i o n ,  i t  i s  o u r  o p i n i o n  t h a t  t h e  p r o v i s i o n s  o f  
H C S  C S S B  3 7 - 5 4 R e e > - r e l a t i n g *  t o ”a g r i c u l t u r a l — d i s p o s a l s  d o  n o t  r e —  

duce^oc~d.i.ni n i s h  t h e  current-res-triefc-ions rat that>^s u c h . „ l a n d «  b e  used, 

b y - t h e ^ s £ a t A ! l „ g £ a n t ^ e _ o ^ l y , j f a r . . , a g r i c u L a i r a l v p u r p o s e s . I f  w e  c a n  
b e  o f  f u r t h e r  a s s i s t a n c e ,  p l e a s e  c o n t a c t  u s  a t  y o u r  c o n v e n i e n c e .

S i n c e r e l y ,

N O R M A N  C. G O R S U C H
A T T O R N E Y  G E N E R A L

l5>
By:

G. T h o m a s  K o e s t e r  
A s s i s t a n t  A t t o r n e y  G e n e r a l

G T K : d i m

T h e  H o n o r a b l e  R o b e r t  H. Z i e g l e r ,  Sr.
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JUNEAU. ALASKA 99811 
(907) 465-3834 
(907) 465-3835

On Monday, May 14th at 3:00 pm in the Be.'Ltz Room, the Senate 

Resources Co mmittee will hear the following bills:

HB 188, An Act relating to big game hu nting by nonresidents.

Under current statute, nonres id ent hunters of brown bear, pCloar) 

bear, gr iz zl y bear, or dall sheep mu st be acco mpan ied by a 

licensed guide or an Alaska n resident wi th in the second degree of 

kindred. HB ]88 would amend the ki^nder^d prov is io n to include 

"marriage relations" such as f a t h e r s - m - l a w  and step children. 

The fine for vi o l at io n is increased from $2500 to $5000.

HB 458, An Act relating to ag ricult ural rights to land.

Under current statute, the Comm is s i on er is auth.0 j.i2 ed to require 

a de ve lo pm en t plan of ag ricu ltur al land purchasers. Section 1 of 

HB 458 w o ul d  al lo w waiver, postponement, or mo di fi ca ti on of the 

d e v e l o p m e n t  re qu irements if certain co nditions are present. The 

provision, though br oa dl y applicable, is intended to provide 

re li ef to recipients of ag ricu ltur al land in Gustavus.

Unde r the "agricultural rights" title curr en tl y issued by the 

st^te, priv ate financing for home co ns tu ct io n has been difficult 

to obtain. Se ction 2 of HB 458 is intended to provide ( r e i e F ^  

th ro ugh issuance of a fee simple co nd it io na l title, with'~_the~ 

condition being that DN R may reenter the Land if it is used for 

other than ag ri cultural purposes.

Sftasfea H>iate legislature
BE7TYE FAHRENKAMP, Chairman 
ROBERT H. ZIEGLER. SR . Vice Chairman 
DICK ELIASON 
PAUL -ISCHER 
V»C FISCHER 
BOB MULCAHY 
ARLiSS 3TURGULEWSKI

S e n a t e

Committee 0 1 1  Resources
M E M O R A N D U M

TO: Senate Resources Committee Members

FROM: Senate Re sources Committee Staff

RE: Committee Meeting, Monday, May 14th

DATE: May 11 . 1984



HB 546, An Ac t relati ng to harassment of persons la wful ly en gage d in 

hunting, fishing, or trapping.

HB 546 is intended to pr otect hunters, fishers, and trappers from 

ha rassment. Ob st ru ct in g or hi ndering a person legally enga ged in 

hunting, fishing or trapping wo u l d  be pu ni s h a b le by a fine of up 

to $500 a n d/ or  30 days or both. Civil remedies, including 

re c o v e r y  of damages, wo u l d be allowed. The bill is patterned 

af te r legisl at io n be ing adopted in other states where 

a n t i - h u n t i n g  groups have "taken to the field" in an attempt to 

de te r  hunters.

HB 709, An Act re la ting to fees for guid ed tours through historical 

s i t e s .

HB 709 w o u l d  authorize DNR to es ta blish and coll ect fees for 

gu id ed tours th rough historical sites. In 1983, DNR acquired the 

House of W i c k e r s h a m  as a part of our state park system. Passage 

of HB 709 is in tend ed to allow for costs to be covered through 

e n t r an ce fees. Under current statute, ve hicl e registration is 

all that is requir ed for entry into a state park.



STATE OF ALASKA 1984 LEGISLATIVE SESSION 

FISCAL NOTE

Revision Date: 4/25/84"

REQUEST ' * FISCAL OETAIL

Bi11/Resolution No.: CSH8 458 (Res)Agency Affected: Natural Resources

Title: re: Agricultural Kignts to Program Category Affected: NKMEC

______  LaricT

Sponsor:_

Requestor:_______

Date of Request:

BRU, Program or Subprogram!s) Affected: 

NONE

EXPENDITURES/REVENUES: (Thousands of Dollars)
"■ T f W ~ Frss - ■ FY 36 TY 87 -■fy 88 " FY' 89

OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

400 SUPPLIES

SOO EQUIPMENT

600 LAND & STRUCTURES

700 CRANTS, CLAIMS

800 MISCELLANEOUS

TOTAl OPERATING -0- -0- -0- -0- -0- -0-

I CAPITAL I | |

f REVENUE -o- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

CENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL _

POSITIONS:

FULL-TIME

PART-TIME

TEMPORARY

I
I

SOURCE OF FUNOS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Frank Mi elkePrepared By:_ 

Division: Land & Water Management

Phone:

Date:

Natural Resources

Distribution (by Agency prpparing fiscal note): 

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)

265-434'/

4/25/84

Approved by Commissioner^ M M  l & K ^ pate: 4/25/84

Agency: Nntnra 1 Rp<;nurrps v

1 2 / 1 / 8 3
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applicant who is entitled to receive a 
conveyance of the land by lottery. If the 
commissioner does not receive an applica­
tion for a parcel of sta te land or if a pur­
chaser fails to sign a lease agreement or 
contract of sale, the parcel shall be offered 
to the first eligible person to apply for the 
parcel. If the parcel was designated as a 
homesite and offered to the public under 
AS 38.05.047(f), the parcel shall be dis­
posed of under the terms required bv AS 
38.08.010 — 38.08.120.”

AS 38.05.047. referred to near the et d of 
subsection (f), was repealed bv § 45, ch. 
113, SLA 1981.

AS 38.05.055, referred to in (g) of th is 
section, was amended by § 15. ch. 113, 
SLA 1981. One of the changes was the 
deletion of language relating to the form of 
contract. See AS 38.05.065'h) for the terms 
required in contracts of sale for land sold 
under this section.

NOTES TO DECISIONS

Quoted in Gilman v. Martin, Sup. Ct. 
Op. No. 2652 (File No. 5937), 662 P.2d 120 
(1983); LeResche v. Lustig, Sup. Ct. Op.

No. 2656 (File No. 
(1983).

6058), P.2d

Sec. 38.05.058. Land discount program. [Repealed, § 19 ch 67 SLA  
1983.1

Sec. 38.05.059. Lim itation on purchases of agricu ltu ra l land. A
person may purchase from the state a t^tal of not more than one parcel 
of land that is part of an agricultural development project under AS 
44.33.475 during any eight-yew period. (S 3 ch 129 SLA 1982)

Sec. 38.05.060. Rejection of bids.

NOTES TO DECISIONS

Cited in State v. University of Alaska,
Sup. Ct. Op. Mo. 2303 (File No. ''.OVDi, 624 
P.2d 807 (1981).

Sec. 38.05.065. Term s of con trac t of sale, (a) The contract of sale 
for land sold at public auction under AS 38.05.055 shall require the 
remainder of the purchase price to be paid in monthly, quarterly or 
annual installments over a period of 20 years, with interest at the 
prevailing rate for real estate mortgage loans made by the federal land 
bank for the farm credit district for ALska at the time the contract is 
signed. Installment payments plus interest shall be set on the 
level-puyment basis.

(b) The contract of sale fr; land sold under AS 38.05.057 and under 
AS 38.05.078 shall require the remainder of the purchase price to be 
paid in monthly, c ’arterly, or annual installments over a period of not 
more than 20 yearr.. Installment payments plus interest shall be set on 
the level-payment basis. The interest rate to be charged on installment 
payments is the prevailing rate for real estate mortgage loans made by 
the federal land bank for the farm credit district for Alaska at the time 
the contract is signed.

29
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oupan t to 
"‘tion not 
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upraised fair market value, exclusive of value accruing from improve- 
,'ants or development, such as fill material, buildings or structures, by 
.'.2  occupant or his predecessor in interest or reflecting, equities of the
,-cuoant:
?) 'home rule citr.es and cities of the first class” do not include a 

••orough, (§ 5 art III cn 169 S L A  1959; a m  § 6 ch 61 S L A  1960; a m  § 1 

:h 18 S L A  1962; a m  §§ 1. 2 ch 81 S L A  1964; a m  § 1 ch 4 S L A  1966)

Edito r's n o te s. — This section is set out
• >>j v i* to coiTect an error in the main pam-
■iet.

NOTES TO DECISIONS

Purpose o f sec tion . — One purpose of 
lie Alaska Land Act was to establish equi-

■ Able methods of disposing of certain 
.• elands. Toward this end. and within the

■ ‘Jural param eters requiring the 
recognition of "preference rights." this sec-
on was included .n the Act. City of 

Homer v. State. Sup. Ct. Op. No. 14551 File 
No. 2009>. 5G6 P.2d 1314 il977'.

Due p ro cess req u ire d . — Private 
parties are en titled to due process of law 
i-.rfbre property rights may he removed; 
mere-fore, the minimal protection provided 
by adjudicatory procedures of ihe Depart­
ment of N atural Resources must meet that 
standard. City of Hoi er v. State. Sup. Ct. 
Op. No. 1455 i File No. 39091, 566 P.2d 
13! I «1977).

Municipalities are entitled to due pro­
cess in the adjudication of claims to tide 
and submerged lands. City of Homer v. 
Slate, Sup. Ct. Op. No. 1455 (File No. 
30091. 566 P.2d 1314 H977).

With respect to the disposition of 
tideiands. municipal corporations are to be 
afforded the same rights of due process as 
are private parlies. City of Homer v. State. 
Sup. Ct. Op. No. 1455 (File No. 3009t, 566 
P.2d 1314 11977).

T he la ange o f subsec tion  <b) is 
c le a r an a  inm b iguous. State Dep t of 
Nat l Resources v. Citv of Haines. Sup. Ct. 
Op. No. 2342 (File No. 5067), 627 P.2d 
1047 (19811.

Scope of sub sec tio n  (b) g ran t. — The

gran t in subsection (bi of this section 
encompasses tideland adjacent to subse­
quently expanded municipal boundaries. 
State. Dep't of Nat’l Resources v. City of 
Haines. Sup. Ct. Op. No. 2342 (File No. 
5067), 627 P.2d 1047 (1961).

In  effect, th is section gives the 
au th o ritie s  o f a city, etc.

In accord with original. See Talbot’s. 
Inc. v. Cessnun Enter.. Inc.. Sup. Ct. Op. 
Nn. 1462 i File Nos. 2561, 2671). 566 P.2d 
1320 (1977).

In o rd e r  fo r easem en t u nd e r sub sec ­
tion  (b)(6) of th is section to be estnb- 
lisned . it must appear tha t it is reasonably 
necessary for the enjoyment of the prop­
erty, the term "necessary" meaning that 
there could be no other reosorable m :de of 
enjoying the dominant tenement without 
the easement. An easement by implication 
does not arise merely because its use is 
convenient to the beneficial enjoyment of 
the dom inant portion of the property. 
Talbot's, Inc. v. Cessnun Enter., Inc.. Sup. 
Cl. Op. No. 1462 (File Nos. 2561. 2671), 
566 P.2d 1320 (1977).

While stric t or absolute necessity is not 
required, something more than mere 
convenience must be shown before an occu­
pant of tideiands is entitled to an easement 
under subsection (b)(6) of this section. 
Talbot’s. Inc. v. Cessnun Enter.. Inc., Sup. 
Ct. Op. No. 1462 (File Nos. 2561, 2ti7li, 
566 P.2d 1320 I 1977).

e s tr ic t io n  on  sa le , le a se  o r  o th e r  d isp o sa l o f 
a g r ic u l tu ra T fS f i t r^ a i The sale, lease or o ther disposal of s ta te  land 
classified a s ag ricu ltu ra l land tran s fe rs  only righ ts for ag ricu ltu ra l 
purposes, and  all o ther in te res ts  in the land rem ain with th e s ta te  
unless o therw ise required by law.
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A  m e c h a n i s m  for agriculture use o n  lands designated, classified, reserved 

or h o m e s teaded w i t h  the intention of farming:

A  covenant b e t w e e n  the State of A l a s k a  a nd the landowner to b e  recorded in 

the Judicial District in w h i c h  said l a n d  is geographically located. W i t h i n  

this covenant the State a n d  the landowner shall agree u p o n  special conditions 

relative to agricultural development a n d  conservation planning. A n y  subdividing 

of parcels smaller than forty acres o r  the division of parcels m o r e  than once 

shall b e  decided b y  a  B o a r d  of Directors. This Bo a r d  o f  Directors w o u l d  be 

selected fro m  each Judicial District f r o m  w h i c h  said p a r c e l  is located. The 

Bo a r d  of Directors w o u l d  b e  elected f r o m  the Soil and W a t e r  Conservation District 

cooperators. Their election w o u l d  be o n  a rotational basis.
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h  0  S1/1T r e  -L5 (/vjf c T c .^  VOj >
E s t a b l i s h e s  a c o s t - s h a r i n g  p r o g r a m  f o r  t h e  d e v e l o p m e n t  o f  s m a l l  f a r m s  

t o  p r o v i d e  f i n a n c i a l  a s s i s t a n c e  f o r  c l e a r i n g  a n d  b r e a k i n g  o f  l a n d .  

E x c l u d e s  l a n d  w i t h  t i m b e r  t h a t  h a s  c o m m e r c i a l  v a l u e  a n d  l a n d  t h a t ' s  
s u b j e c t  to a l o n g - t e r m  ag. l o a n .

D e v e l o p m e n t  p l a n  m u s t  b e  p r e p a r e d  in c o n s u l t a t i o n  w i t h  U S D A  ( A g r i c u l t u r a l  

S t a b i l i z a t i o n  a n d  C o n s e r v a t i o n  S e r v i c e ) .  E s t a b l i s h e s  l i m i t s  on c o s t -  
s h a r i n g  m o n e y .

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

w i t h i n  3 y e a r s  a n d  k e e p  it in p r o d u c t i o n  f o r  5 o f  t h e  n e x t  7 y e a r s .
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A l a s k a  -iCsgiskiitrs

REPRESENTATIVE
POUCH V   21! CUSHMAN STREET

JUNEAU.ALASKA S 981 I R O B E R T  H .  " B O B ” B E T T I S W O R T H  FARBANKS. ALASKA 99701

April 24, 1984

M E M O R A N D U M

To: Re pres enta tiv e A1 Adams, Chairmarn |If$K?se Finance Co mm it t e e

From: Re presentativ e Bob Bettisworthy 1/ [ W - s
Subject: HB458 "An Act relating to ag ri cu ltural rights to land".

As it was originally introduced HB458 attempte d to cure existing 

defects in state patents to agricultural land by re quiring the 

Co mm issi oner of Natural Resources to conv ey v*etained interests 

at the request of the grantee or lessee pr ovided certain c o n d i ­

tions are met. The essential problem is that the present language 

of the agricultural patents is far too restrictive. The documents 

contain severe impediments to perfection of a security interest by 

potential lenders (other than the State of Alaska) and the ability 

of those potential borrowers to obtain title insurance for certain 

purposes. The state, under the present system, would be ahead of 

any other party in a situation where a grantee or lessee has not 

performed on a state contractual obligation. Discretion to re ­

enter, on the part of the state, is totally left up to the D e p a r t ­

ment and other interests are not pr otected should the state elect 

to re-enter. This situation prevents comm ercial lending on h o u s ­

ing or the abi]ity to obtain title insurance where agricultural 

patents are involved.

The Resources CS differs from my original approach by causin g the 

issuance of a fee simple conditional title. The condition bein g 

that if the land is used for other than agricultural purposes, as 

defined, the title can revert to DNR and prior liens and/or s e c u r ­

ity interests are valid.

Other elements of the original bill including what the department 

may require of grantees or le ssee s— for example development plans, 

conservation plans and repayment of state io an s— are retained.



TO: SENATOR JAY KERTTULA

FROM: J IM REAVES

I t  i s  my c o n s i d e r e d  o p i n i o n  t h a t  CSHB458(f i n)  w i l l  n o t  s e r v e  an y  w o r t h ­

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

and d e s t r o y  t h e  i n t e n d e d  p u r p o s e .  T h i s  l a n d  s h o u l d  n o t  be  a l l o w e d  t o  be 

s u b d i v i d e d  u n d e r  a n y  c i r c u m s t a n c e s .  S i n c e  i n c e p t i o n  o f  t h e  f a rm  commu­

n i t y  w i t h i n  A l a s k a ,  c o n v e n t i o n a l  l e n d e r s ,  b a n k s  and  o t h e r s  h a v e  c o n ­

s i d e r e d  mo s t  f a rm  u n i t s  a s  e x t r e m e l y  h i g h  r i s k .

F o r  t h i s  r e a s o n ,  i n s t i t u t i o n a l  l e n d e r s  h a v e  n o t  c ho s en  t o  make l o a n s  t o  

f a r m e r s  i n  g e n e r a l  w i t h o u t  a d e q u a t e  c o l l a t e r a l  and s o u r c e s  o f  r e p a yme n t  

r a t h e r  t h a n  d e p e n d e n c y  upon f a rm  p r o d u c t s .

P r e s e n t l y  b a n k s  and o t h e r  i n v e s t o r s  a r e  n o t  a b l e  t o  l o a n  f u n d s  on l a n d  

t h a t  i s  r e s t r i c t e d  i n  u s e  arid n o t  h e l d  i n  f e e  s i m p l e .  By a t t e m p t i n g  t o  

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

n o t ,  i n  my o p i n i o n ,  mee t  t h e  c r i t e r i a  r e q u i r e d  by  t h o s e  l e n d e r s  a s  

m e n t i o n e d  a b o v e ,  and t h e r e f o r e  no good p u r p o s e  w i l l  be  s e r v e d  by  c h a n g ­

i n g  t h e  p r e s e n t  s t a t u t e s .  P e r h a p s  t h e  s t a t e  may need  t o  r e v i s e  o r  

e xpand  i t s  p r e s e n t  l e n d i n g  p o l i c y  w i t h i n  t h e  A l a s k a  A g r i c u l t u r a l  R e v o l v ­

i n g  Loan Fund i n  o r d e r  t o  a c commoda t e  t h e  n e e d s  f o r  h o u s i n g ,  e t c .

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

u n d e r  wha t  t e rm s  and  c o n d i t i o n s  t h e y  we r e  p u r c h a s i n g  t h i s  l a n d ,  upon 

p r e s e n t a t i o n  o f  t h e i r  f a rm  d e v e l o p m e n t  p l a n s  t h e  c o m m i s s i o n e r s  had t h e

i&r



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

a d e q u a t e  s h e l t e r .

I n  c ho s e  c a s e s  w he r e  a d e q u a t e  f u n d s  o r  o t h e r  p r o v i s i o n  f o r  h o u s i n g  we r e  

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

been  g r a n t e d .  I t  a l s o  a p p e a r s  t o  me t h a t  t h e r e  a r e  some m a j o r  l e g a l  

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

t h e  b e n e f ’ t  o f  l e g a l  c o u n s e l ,  I  do n o t  t h i n k  t h e  s t a t e  s h o u l d  e n t e r  i n t o  

an a r r a n g e m e n t  s u c h  a s  t h i s .

T h i s  i s  n o t  a good  b i l l  f o r  t h e  f a r m  c ommun i t y  o r  t h e  S t a t e  o f  A l a s k a .

I  r ecommend t h ~ t  i t  b e  s o u n d l y  d e f e a t e d .
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J M a u s e  o f  ^ R e p r e s e n t a t i v e s

March 21, 1984

TO Members of the Senate Reso ommittee

FROM: Representative Ron Larson

SUBJECT: HB 458

The enclosed document is from the testimony of Wayne E. Burton, PhD, 

Agricultural Development Economist, which was given during the 

teleconference hearing on March 10th. Dr. Burton has also provided some 

additional comments which he forwarded to me in relation to his 

testimony and I would like to offer this information for your 

information in relation to HB 458 and agricultural preference lands.



P.O.  Box 871750 
W a s i l l a ,  AK 99687 
Ma r ch  12, 1984

Hono r a b l e  Ro n a l d  L.  L a r s o n  
A l a s k a  L e g i s l a t u r e  
Pouch V (ma i l  s t o p  3100) 
J u n e a u ,  A l a s k a  99811

Dea r  Ron:

I  am s e n d i n g  a l o n g  my p r e p a r e d  s t a t e m e n t  r e g a r d i n g  HB 458 (03/10/84) a s  pe r  
y o u r  r e q u e s t .  The b r i e f  d e l a y  ha s  r e s u l t e d  f r om h u n t i n g  up some a d d i t i o n a l  
m a t e r i a l s  you  m i g h t  f i n d  o f  i n t e r e s t .

I  w o u l d  n o t e  t h a t  my c r i t i c a l  a s s e s s m e n t  o f  t h e  t e s t i m o n y  g i v e n  d u r i n g  t h e  
t e l e c o n f e r e n c e  wou l d  i n d i c a t e  t h o s e  t e s t i f y i n g  i n  f a v o r  o f  HB 458 we re  
a d d r e s s i n g  t h a t  w h i c h  I  i d e n t i f i e d  ( page  2,  l i n e s  2 &3) a s  " a s s e t  v i a b i l i t y  
o f  s t a t e  c o n v e y e d  a g r i c u l t u r a l - r i g h t s  l a n d s " .  The " p a t e n t "  ( e x h i b i t  1) g i v e n  
i s ,  i n  f a c t ,  n o t  a ' f e e  s i m p l e '  t i t l e ,  b u t  i s  a u n i q u e  ' a g r i c u l t u r a l  p r o f i t  a 
p r e n d r e '  ( s i m i l a r  i n  n a t u r e  t o  an " o i l "  l e a s e ) .  The u n i q u e  f e a t u r e s  o f  t h e  
s o - c a l l e d  " p a t e n t "  a r e :  (1) t h e  " c o n d i t i o n s  and  c o v e n a n t s  o f  t h e  f a rm  c o n s e r v ­
a t i o n  p l a n  . . . "  ( e x h i b i t  1) a n d . (2) t h e  " r e v e r t e r  c l a u s e "  a l s o  f o u n d  on t h e  
s o - c a l l e d  " p a t e n t " :  " I f  a t  a n y  t i m e  t h e  D i r e c t o r  o f  t h e  D i v i s i o n  o f  ( F o r e s t )
Land and Wa t e r  Management  o f  t h e  D e p a r tme n t  o f  N a t u r a l  R e s o u r c e s  d e t e r m i n e s  
t h a t  t h e  g r a n t e e  o r  h i s  s u c c e s s o r s  i n  i n t e r e s t  has  f a i l e d  t o  o b s e r v e  an^ p r o v - 
i s i o n s  o r  c o n d i t i o n s  o f  t h i s  p a t e n t , t h e  D i r e c t o r  may d e c l a r e  â  f o r f e i t u r e  o f  
t h i s  c o n v e y a n c e  and t i t l e  h e r e b y  c o n v e y e d  s h a l l  t h e r e u p o n  r e v e r t a t o <* t he  S t a t e  
o f  A l a s k a " ( e x h i b i t  1) .  [ u n d e r l i n e  a d d e d ]  A p e r c e p t i v e  r e a d i n g  o f  t h e  r e l e v a n t  
s t a t u t e s  ( e x h i b i t  2) s h o u l d  i l l u s t r a t e  q u i t e  w e l l  why l e n d e r s  and t i t l e  i n s u r e r s  
do n o t  r e c o g n i z e  a n y  a s s e t  v i a b i l i t y  w h a t - s o - e v e r  f o r  s a i d  " a g r i c u l t u r a l - r i g h t s  
p a t e n t s " .

Tom W i l l i a m s  d i d  a v e r y  e f f e c t i v e  j o b  o f  f o : u s i n g  on t h e  a b s o l u t e  j e o p a r d y  
i n c u r r e d  b y  e a c h  and e v e r y  " a g r i c u l t u r a l  i n t e r e s t  o n l y "  p u r c h a s e r ,  and on t h e  
r e s u l t i n g  v o i d  o f  a s s e t  v i a b i l i t y .  As t h e  p r e s e n t  s t a t u t e s  s t a n d ,  e a c h  and e v e r y  
r e c i p i e n t  o f  s t a t e  " a g r i c u l t u r a l  i n t e r e s t s  o n l y "  h o l d s  s a i d  l a n d  f r om d a y- t o-  
d a y  a t  t h e  a b s o l u t e  s u f f e r e n c e  o f  t h e  D i r e c t o r  (11 AAC 67.162) and (11 AAC 67.165).  
The " f o r f e i t u r e "  ( r e v e r t e r )  c l a u s e  (11 AAC 67.165 ( d ) )  i n c l u d e s  a l l  pe rmanen t  
s t r u c t u r e s  and g r ow i n g  c r o p s .The  o n l y  t h i n g s  w h i c h  c o u l d  be r emoved  b y  t h e  
" p r i o r  owne r "  ( f a r m e r )  wou l d  be h o u s e h o l d  g o o d s ,  r o l l i n g  s t o c k  ( v e h i c l e s ,  mach­
i n e r y ,  e q u i pmen t  & t o o l s ) ,  l i v e s t o c k  & s t o r e d  c r o p s  - i f  t h e y  we r e  r emoved  w i t h ­
i n  t h e  a l l o w a b l e  60 d a y s !  Now, t o  b a c k  up j u s t  a b i t ,  t h e  t i t l e  and i n t e r e s t  
c o n v e y e d  (11 AAC 67.162 a . )  i s  t h e  c o n v e y a n c e  o f  t h e  s u r f a c e  e s t a t e  i n  f e e  s i m p l e  
s u b j e c t  t o  t h e  c o n d i t i o n s  s u b s e q u e n t  and c o v e n a n t s  r e l a t i n g  t o  a g r i c u l t u r a l  u s e  
and d e v e l o p m e n t . I t  i s  my v e r y  c o n s i d e r e d  p r o f e s s i o n a l  j u d g em e n t  t h a t  t h e r e  
i s n ' t  a s i n g l e  a t t o r n e y  i n  t h e  s t a t e  o f  A l a s k a ,  e x c e p t  p e r h a p s  my son Dan,  t h a t  
c an  p e r c e p t i v e l y  d e f i n e  " t h e  c o n d i t i o n s  s u b s e q u e n t  and c o v e n a n t s  r e l a t i n g  t o  
a g r i c u l t u r a l  u s e  and d e v e l o p m e n t "  a s  s t a t e d !  I  c an  a s s u r e  y o u ,  h owe v e r ,  t h a t  
t h e y  i n c l u d e  t h e  D i r e c t o r ' s  i n t e r p r e t a t i o n  o f  e a c h  and e v e r y  s t a t e m e n t  i n  b o t h  
t h e  "Farm C o n s e r v a t i o n  P l a n "  and t h e  "Farm D ev e l opmen t  P l a n " ,  b o t h  o f  wh i c h  mu s t  
be p r e p a r e d  w i t h i n  a 30 d a y  p e r i o d  s u b s e q u e n t  t o  t h e  r e l e v a n t  l o t t e r y  o r  s a l e  by  
t h e  s t a t e .
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Tom W i l l i a m s  n o t e d  i n  h i s  t e s t i m o n y  t h a t  t h e  "Farm C o n s e r v a t i o n  P l a n " ,  a s  
p r e p a r e d  by  t h e  D i s t r i c t  ( F e d e r a l )  S o i l  C o n s e r v a t i o n  S e r v i c e  p e r s o n n e l ,  was  
o v e r l y  d e t a i l e d ,  t o  t h e  e x t e n t  o f  d e t a i l e d  " p r a c t i c e s " ,  and was  s e v e n  (7) 
p a g e s  l o n g .  I  do n o t  b e l i e v e  t h i s  was  t h e  t y p e  o f  "Fa rm C o n s e r v a t i o n  P l a n "  
i n t e n d e d  by t h e  l e g i s l a t u r e  t o  b e g i n  w i t h ,  b u t  t h e y  a r e  " t i t l e  c o v e n a n t s "  a s  
a i n t e r g a l  p a r t  o f  t h e  t i t l e  c o n v e y e d !  I  wou l d  s e r i o u s l y  we l come t h e  o p p o r t u n i t y  
t o  c h a l l e n g e  t h e  S o i l  C o n s e r v a t i o n  S e r v i c e  d i s t r i c t  p e r s o n n e l  on t h e i r  t e c h n i c a l  
c omp e t e n c y  and  v a l i d i t y  o f  e a c h  and e v e r y  i n c l u s i o n  i n  t h e  "Farm C o n s e r v a t i o n  
P l a n s "  p r e p a r e d  f o r  " a g r i c u l t u r a l  i n t e r e s t s  o n l y "  p u r c h a s e r s .  Wh i l e  I  have  a 
g r e a t  a d m i r a t i o n  f o r  t h e  S o i l  C o n s e r v a t i o n  S e r v i c e ,  and have had a l o n g  and 
p r o d u c t i v e  w o r k i n g  r e l a t i o n s h i p  w i t h  t h em ,  I  have  f o u n d  on v a r i o u s  o c c a s s i o n s  
t h a t  d i s t r i c t  c o n s e r v a t i o n i s t s  c an  t a k e  o f f  on t a n g e n t s ,  b e i n g  q u i t e  a u t h o r -  
a t a t i v e ,  whe r e  t h e y  have  no s u b s t a n t a t i v e  A l a s k a  r e s e a r c h  d a t a  t o  ba c k  up t h e i r  
p o s i t i o n s ,  i . e . ,  B u r t  C l i f f o r d ,  1970, wen t  t o  g r e a t  l e n g t h s  t o  c r i t i c i z e  t h e  
u s e  o f  a b r e a k i n g  d i s c  i n  t h e  D e l t a  J u n c t i o n  a r e a .  H i s  e x p r e s s e d  p o s i t i o n  was 
t h a t  no " r e a l " f y b D l c f  a t t e m p t  t o  b r e a k  a g r i c u l t u r a l  l a n d  w i t h  o t h e r  t h a n  a nrol e- 
b o a r d  p l ow .  Th e r e  i s  a l o n g  t e c h n i c a l  e x p l a n a t i o n  o f  why t h i s  wou l d  have  t e e n  
t h e  w o r s t  p o s s i b l e  t i l l a g e  method f o r  t h a t  s o i l  and l o c a t i o n .  B u r t  l a t e r  
c h a ng e d  h i s  mi nd  and r e c o m m en d a t i o n s .  The r e  a r e  o t h e r  i l l u s t r a t i o n s  o f  t h e  
same t y p e  o f  i n s t a n c e s .  Any wa y ,  t h i s  s i t u a t i o n  r e g a r d i n g  t h e  "Farm C o n s e r v a t i o n  
P l a n "  m u s t  be c h ang e d !  S i n c e  t h e  p r e s e n t  s i t u a t i o n  ha s  been i n s t i t u t i o n a l i z e d ,  
i t  w i l l  be n e c e s s a r y  t o  amment t h e  s t a t u t e s  t o  a l l e v i a t e  t h i s  u n n e c e s s a r y  
c o n s t r a i n t  on f a rm d e v e l o p m e n t .

The "Farm Dev e l opme n t  P l a n " ,  w i t h  i t s  s t a t u t o r y  r e q u i r e m e n t s  o f  40% o r  c l a s s  I I  
and I I I  l a n d s  b e i n g  d e v e l o p e d  w i t h i n  3 y e a r s  & 75% b e i n g  d e v e l o p e d  w i t h i n  5 y e a r s ,  
p o s e s  an undue  h a r d s h i p  on a l l  f a rm  o p e r a t o r s ,  and i n  some i n s t a n c e s  i s  c e r t a i n l y  
n o t  i n  t h e  b e s t  i n t e r e s t s  o f  e i t h e r  i n d i v i d u a l  o r  s t a t e  i n t e r e s t s  i n  s a i d  f a rm  
d e v e l o p m e n t .  I t  i s  my c o n s i d e r e d  j u d g em e n t  t h a t  t h e  i n i t i a l  p e r i o d  s h o u l d  be 
i n c r e a s e d  t o  f i v e  y e a r s ,  and t h e  s e c ond  p e r i o d  s h o u l d  be i n c r e a s e d  t o  e i t h e r  
n i n e  (9) o r  t e n  (10) y e a r s .  R e a s o n s :  i t  w i l l  t a k e  one o r  more y e a r s  t o  d e v e l o p  
a v i a b l e  f a rm  o r g a n i z a t i o n  and d e v e l o p me n t  p l a n ,  and d e v e l o p  and  a r r a n g e  f o r  a 
v i a b l e  f i n a n c i a l  p a c k a g e ;  i t  wou l d  a l l o w  t i m e  f o r  c o n s i d e r e d  u t i l i z a t i o n  o f  t i m b e r  
f o u n d  on t h e  p r o s p e c t i v e  f a rm  l a n d s  i n  t h e  c o n s t r u c t i o n  o f  ne e ded  h o u s i n g  and 
f a rm  b u i l d i n g s ;  i t  wou l d  a l l o w  f o r  t h e  c o n t i n u e d  p a r t  o r  f u l l  t i m e  emp l oymen t  
o f  t h e  p r o s p e c t i v e  f a r m e r ,  o r  s p o u s e ,  t h u s  r e d u c i n g  m a t e r i a l l y  t h e  i n i t i a l  n e eded  
c a p i t a l i z a t i o n  ( i n  t h e  f o rm o f  h a r d  c a s h  o r  l o a n  money wh i ch  c o u l d  n o t  be r e p a i d  
d u r i n g  t h e  s e v e r a l  y e a r  d e v e l o p me n t  p e r i o d  due  t o  no f a rm  p r o d u c t  s a l e s ) .  Wh i l e  
I  c e r t a i n l y  do n o t  d i s a g r e e  w i t h  t h e  need  f o r  a f a rm  o r g a n i z a t i o n a l  and d e v e l o p ­
ment  p l a n ,  I  h e a r t i l l y  d i s a g r e e  w i t h  s u c h  b e i n g  i n c l u d e d  a s  a c o v e n a n t  on t h e  
t i t l e .  F u r t h e r ,  t h e  " c o n d i t i o n s  s u b s e q u e n t "  i n c l u s i o n  p r o v i d e s  a " swo r d  o f  
D amoc l e s "  f o r  t h e  p r o s p e c t i v e  f a r m e r ;  i t  a l l o w s  t h e  s t a t e ,  v i a  t h e  v a g a r i e s  o f  
i n c l i n a t i o n  o f  a D i v i s i o n  D i r e c t o r ,  t o  add  a n y  r e q u i r e m e n t  o r  ' r e g u l a t i o n '  t o  
t h e  c o v e n a n t s  - a f t e r  t h e  f a c t  - a t  a n y  t i me !

Ron ,  much o f  t h e  d i s a p p o i n t m e n t ,  b o t h  f r om " a g r i c u l t u r a l  i n t e r e s t s  o n l y "  f a r m e r s  
and f r om s t a t e  and o t h e r  p u b l i c  i n t e r e s t s ,  i n  t h e  r a t e  and n a t u r e  o f  a g r i c u l t u r a l  
p r o d u c t i o n  d e v e l o p m e n t  h a s  r e s u l t e d  f r om t h e  l a c k  o f  r e c o g n i t i o n  o f  t h e  f o r e -  
m e n t i o n e d  s t a t u t o r y  and  r e g u l a t o r y  o r  a d m i n i s t r a t i v e  c o n s t r a i n t s .  I t  w i l l  g e t  
no b e t t e r  u n t i l  t h e  a bo v e  m e n t i o n e d  s t a t u t e s  have been c hanged  t o  a more r e a l ­
i s t i c  f i t .  I t  i s  i n c o n c e i v a b l e  t o  me t h a t  no-one ha s  p r e v i o u s l y  r e c o g n i z e d  and 
a d d r e s s e d  t h e  " f o r f e i t u r e "  c l a u s e !  Some o f  t h e  o t h e r  s t a t u t e s  a r e  e q u a l l y  b a d .  
Wh i l e  I am t h e  f i r s t  t o  r e c o g n i z e  t h a t  t h e  l e g i s l a t u r e  w h i c h  e n a c t e d  s u c h  l e g i s ­
l a t i o n  had t h e  b e s t  o f  i n t e n t i o n s ,  i t  i s  t i m e  t o  r e a d d r e s s  t h e  who l e  t o p i c  f r om 
t h e  f a r m e r ' s  v i e w p o i n t ! I t  i s  my c o n s i d e r e d  j u d g eme n t  t h a t  t h e  i n i t i a l  s t a t u t e s



P a g e  3 .  H o n o r a b l e  R o n a l d  L .  L a r s o n 0 4 / 1 2 / 8 4

were  o v e r l y  i n f l u e n c e d  by  a g e n c y  b u r e a u c r a t s  - t o  p r o t e c t  " t h e  l a n d "  a t  a l l  
c o s t s ,  and t h a t  t h e  " p e o p l e "  f a c t o r  was  c o m p l e t e l y  f o r g o t t e n .  I  wou l d  r e s p e c t ­
f u l l y  s u g g e s t  t h a t  t h e  A l a s k a n  " a g r i c u l t u r a l  i n t e r e s t s  o n l y "  f a r m e r ,  p a r t i c u l a r l y  
t h e  p r o j e c t  f a r m e r ,  w i l l  i n  t i m e  f i n d  t h a t  he o r  she  ha s  l e s s  " r i g h t s "  t h a n  
d i d  t h e  t r a d i t i o n a l  " p l a n t a t i o n "  s h a r e - c r o p p e r !  T h i s  s i t u a t i o n  w i l l  n e v e r  be 
c o n d u c i v e  t o  b u i l d i n g  a v i a b l e  a g r i c u l t u r a l  i n d u s t r y !

I  wa s  v e r y  s e r i o u s  i n  my t e s t i m o n y  s u g g e s t i o n  t h a t  someone " h o l d  t h e  f e e t  o f  
a g e n c y  and i n s t i t u t i o n a l  p r o f e s s i o n a l s  t o  t h e  f i r e "  u n t i l  t h e y  p r o v i d e  p e r c e p t i v e  
and k n o w l e d g e a b l e  a n s w e r s  t o  c u r r e n t  and p r o s p e c t i v e  p r o b l em s  o f  modern a g r i ­
c u l t u r a l  d e v e l o p me n t  b e i n g  e x p r e s s e d  t o d a y .  I  am g r o s s l y  d i s a p p o i n t e d  i n  r e c e n t  
a g e n c y  and  i n s t i t u t i o n a l  r e p o r t s  r e g a r d i n g  A l a s k a n  a g r i c u l t u r a l  d e v e l o p m e n t .  Not  
one ha s  a d d r e s s e d  t h e  p r o b l em s  o f  t h e  " r e a l  w o r l d " ,  o r  t h e  t e c h n i c a l  p r o d u c t i o n  
s y s t em  and d a t a  n e e d s  on d e v e l o p i n g  c omme r c i a l  f a r m e r s .  No c om p r e h e n s i v e  a s s e s s ­
ment  ha s  been made ,  t h a t  I  have  h e a r d  o f ,  o f  t h e  D e l t a  I  f a rm i n g  p r o j e c t .  One 
Ag.  A c t i o n  C o u n c i l  r e p o r t  on a g r i .  f i n a n c e ,  d i d n t  e v en  men t i o n  t h e  c r i t i c a l  
p r o b l em s  c a u s e d  b y  t h e  " f o r f e i t u r e  c l a u s e "  i n  t h e  s t a t u t e s  and s o = c a l l e d  p a t e n t s  
f o r  " a g r i c u l t u r a l  i n t e r e s t s  o n l y " .  I  have  y e t  t o  s e e  a n y  r e c e n t  A l a s k a  s t u d y  
o f  f a rm  o r g a n i z a t i o n  and d e v e l o p me n t  o f  " i . ew l a n d s "  f a rm i n g  e f f o r t s .  R e s e a r c h  
and s e r v i c e  e f f o r t s ,  t h a t  a r e  c o n s p i c u o u s  b y  t h e i r  a b s e n c e ,  a r e  l e g i o n .  I have  
o f t e n  h e a d r  t h e  s t a t e m e n t :  "The r e  i s n ' t  a s i n g l e  r e s e a r c h  e f f o r t  b e i n g  c a r r i e d  
o u t  t h a t  i s  o f  a n y  u s e  wha t  e v e r  t o  A l a s k a ' s  c omme r c i a l  f a r m e r s ! "  T h a t ' s  n o t  t o  
s a y  t h e r e  i s n ' t  some good work  b e i n g  d o n e ,  b u t  i t  j u s t  i s n ' t  p e r c e i v e d  a s  
r e l e v a n t ,  and i n  mo s t  i n s t a n c e s  f o r  v e r y  good r e a s o n s .  One c o u l d  p r o b a b l y  i d e n ­
t i f y  s e v e r a l  m i l l i o n s  o f  d o l l a r s  o f  s t a t e  money b e i n g  s p e n t  e a ch  y e a r ,  on 
t h i n g s  c o n s i d e r e d  a g r i c u l t u r e ,  w i t h  o u t  one i o t a  o f  b e n e f i c i a l  e f f e c t  t o  t h e  
d e v e l o p i n g  f a r m e r s .  What  a w a s t e ! !

1 am e n c l o s i n g  a f ew  t h i n g s  f o r  y o u r  p e r u s a l :  (1) E x h i b i t  1. a b l a n k e d  c o p y  o f  
an " a g r i c u l t u r a l  i n t e r e s t s  o n l y "  p a t e n t  ( n o t e  t h e  ma rked  s e c t i o n s ) ;  (2) E x h i b i t
2 r e l e v a n t  p a r t s  o f  t h e  A l a s k a  S t a t u t e s  ( n o t e  t h e  ma rked  s e c t i o n s ) ;  (3) e x h i b i t  
3. a c o p y  o f  my 1 976 c r i t i q u e  o f  t h e  f i r s t  p l a n  d r a f t  f o r  t h e  D e l t a  b a r l e y  
p r o j e c t ;  and E x h i b i t  4.  a c o p y  o f  my 1977 c r i t i q u e  o f  t h e  s e cond  p l a n n i n g  
d r a f t  f o r  t h e  D e l t a  b a r l e y  p r o j e c t .  W h i l e  s e v e r a l  c h a n g e s  we re  made i n  p l a n s  
f o r  t h a t  p r o j e c t  b e f o r e  i t  was  a c t u a l l y  s t a r t e d ,  I wou l d  s u g g e s t  much o f  t h e  
b a s i c  p h i l o s o p h y  r e m a i n s  t o - d a y  t h r o u g h  o u t  t h e  a g r i c u l t u r a l  i n t e r e s t s  o n l y  
d e v e l o p m e n t  e f f o r t s  b y  t h e  s t a t e .

Ron,  I hope I have  s u f f i c i e n t l y  i d e n t i f i e d  t h e  f a c t  t h a t  e v en  w i t h  t h e  p a s s a g e  
o f  t h e  e x i s t i n g  IIB 458 n o t h i n g  w ou l d  c hange  r e g a r d i n g  a s s e t  v i a b i l i t y  o f  a g r i ­
c u l t u r a l  i n t e r e s t s  o n l y  f a r m s .  As l o n g  a s  t h e  " f o r f e i t u r e "  ( r e v e r t e r )  t e r m i n o l o g y  
and c o n c e p t  r e m a i n s  p a r t  o f  t h e  s t a t u t e s ,  t h e r e  i s  no r e a l  a s s e t  v a l u e  t o  t h e  
a g r i c u l t u r a l  i n t e r e s t s !  R e g a r d i n g  t h e  s e c ond  e m p h a s i s  o f  IIB 458, a l l  o f  t h o s e  
" p u r c h a s e  p r e f e r e n c e "  c l a u s e s  a r e  f o u n d  w i t h i n  c u r r e n t  A l a s k a  s t a t u t e s !  Some 
o n e ' s  l e g i s l a t i v e  a s s i s t a n t  j u s t  d i d n ' t  do a v e r y  c o m p r e h e n s i v e  j o b !

I s uppo s e  I t e n d  t o  be a wee b i t  s a d i s t i c  on r a r e  o c c a s s i o n s ,  b u t ,  f r om t ime  
t o  t i m e ,  I g e t  a r e a l  c h u c k l e  t h i n k i n g  wha t  f u n  i t  wou l d  be t o  s e l e c t ,  b y  l o t t e r y ,  
one o r  more o f  o u r  a g r i c u l t u r a l  a g e n c y  a nd/ o r  i n s t i t u t i o n a l  p r o f e s s i o n a l s  t h a t  
p r o s p e c t i v e  f a r m e r s  mu s t  d e a l  w i t h ,  and a s s i g n  t hem t o  a s t a t e  " a g r i c u l t u r a l  
i n t e r e s t s  o n l y  t r a c t ,  f o r  a p e r i o d  o f  t h r e e  y e a r s ,  g i v i n g  them t h e  f u l l  t i m e  
a s s i g n m e n t  t o  p l a n ,  o r g a n i z e ,  and d e v e l o p / o p e r a t e  an d e m o n s t r a t i o n  :'arm ( o n l y  
one s t a f f  member t o  a s em i - r emo t e  t r a c t  l o c a t i o n )  - w i t h o u t  s t a t e  b u d g e t  o t h e r  
t h a n  s a l a r y  and a sm a l l  o f f i c e  b u d g e t .  R e q u i r e  t h a t  t h e y  go t h r o u g h  t h e  same 
a c t i v i t i e s ,  on t h e  same t e r m s ,  a s  a p r o s p e c t i v e  f a r m e r  a c q u i r i n g  s u c h  a g r i c u l ­
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t u r a l  i n t e r e s t s  o n l y  t r a c t ( s ) .  A c o m p r e h e n s i v e  r e p o r t  on s u c h  an e f f o r t ( s )  
s h o u l d  p r o v i d e  mo s t  i n t e r e s t i n g  and v e r y  e n l i g h t e n i n g !

S i n c e r e l y ,

Waynd E.  B u r t o n ,  PhD 
A g r i c u l t u r a l  De v e l opme n t  E c o n om i s t



House s u b - c om m i t t e e  on a g r i c u l t u r e  
T e l e c o n f e r e n c e  h e a r i n g  
Ma r c h  10, 1984, 1:30-4:30 pm

A STATEMENT OFFERED AS TESTIMONY FOR THE PUBLIC RECORD ON HOUSE 
BILL NO. 458 "An A c t  r e l a t i n g  t o  a g r i c u l t u r a l  r i g h t s  i n  l a n d . "

M r .  Cha i rman  and  Membe r s  o f  t h e  S u b -Commi t t e e :  My name i s  Wayne E.  B u r t o n .  My 
a d d r e s s  i s  P .O .  Box 871750, W a s i l l a ,  and I  r e s i d e  a t  L o t  9, B l o c k  1,  Wood s i d e  
E s t a t e s  n e a r  W a s i l l a .  I  am an a g r i c u l t u r a l  d e v e l o p m e n t  e c o n o m i s t  b y  t r a i n i n g  
a nd  e x p e r i e n c e .  I  am t e s t i f y i n g  i n  my own b e h a l f .  I  w o u l d  f u r t h e r  n o t e  t h a t  
I  ha ve  p r a c t i c e d  my p r o f e s s i o n  o f  a g r i c u l t u r a l  e c o n o m i s t  i n  A l a s k a  f o r  t h e
p a s t  t w e n t y  (20) y e a r s .

/

I  w o u l d  f i r s t  e x p r e s s  my u n a l t e r a b l e  o p p o s i t i o n  t o  HOUSE BILL 458, and  s t r o n g l y  
r ecommend r e j e c t i o n  o f  t h e  B i l l  f o r  f u r t h e r  c o n s i d e r a t i o n  s i n c e  i t  p r o v i d e s  f o r  
t h e  " g i v e - a w a y "  o f  h u n d r e d s  o f  m i l l i o n s  i n  S t a t e  a s s e t s  and  p r o v i d e s  f o r  p r e f e r ­
e n t i a l  t r e a t m e n t  i n  a c q u i r i n g  S t a t e  a g r i c u l t u r a l  l a n d s  t o  t h o s e  who have  a l r e a d y  
b e n e f i t t e d  g r e a t l y  b y  S t a t e  l a n d s  d i s p o s a l s ,  I  am c e r t a i n  t h a t  I  am n o t  a l o n e  
i n  my f r u s t r a t i o n s  r e g a r d i n g  t h e  u n e q u a l  d i s t r i b u t i o n  o f  S t a t e  g r a t u i t i e s ,  and 
my i n a b i l i t y  t o  a c q u i r e  a g r i c u l t u r a l  l a n d s .

S e c t i o n  ( a )  o f  t h e  p r o p o s e d  HB 458 d i s t u r b e s  me g r e a t l y .  T h i s  s e c t i o n  s t a t e s :  
" . . .  t h e  r e m a i n i n g  i n t e r e s t s  r e t a i n e d  b y  t h e  s t a t e  s h a l  1 be c o n v e y e d  o r  l e a s e d  
b y  t h e  c o m m i s s i o n e r  on t h e  r e q u e s t  o f  t h e  g r a n t e e  o r  l e s s e e  . . . " ,  and "The 
c o m m i s s i o n e r  s h a l l  c o n v e y  o r  l e a s e  t h e  r e m a i n i n g  i n t e r e s t s  w i t h o u t  c o m p e n s a t i o n  
t o  t h e  s t a t e  e x c e p t  f o r  a d m i n i s t r a t i v e  c o s t s  . . . " .  A c u r s o r y  p e r u s a l  o f  p r o b a b l e  
a s s e t  v a l u e  t r a n s f e r  f r om  t h e  s t a t e  t o  p u r c h a s e r s  o f  " a g r i c u l t u r a l - r i g h t s "  l a n d s  
(1978-1984 p e r i o d ) ,  w i t h o u t  c o m p e n s a t i o n  t o  t h e  s t a t e ,  w o u l d  p r o b a b l y  e x c e e d  
$129,000,000 and  c o u l d  r u n  a s  h i g h  a s  $250,000,000. R e c o g n i z i n g  t h a t  s t a t e  a g r i ­
c u l t u r a l - r i g h t s  l a n d s  l o t t e r y  r e c i p i e n t s  have  a l r e a d y  r e c e i v e d  v e r y  s u b s t a n t i a l  
g r a t u i t i e s  f r om  t h e  s t a t e  t h r o u g h  s e v e r l y  d i s c o u n t e d  p r i c e s ,  r e s i d e n c y  and  v e t ­
e r a n s  d i s c o u n t s ,  a nd  h e a v i l y  s u b s i d i z e d  c l e a r i n g  l o a n s  on  p r o j e c t  l a n d s  ( a l s o *  
d e v e l o p m e n t  c r e d i t s  a g a i n s t  p u r c h a s e  p r i c e  on D e l t a  I  p r o j e c t  l a n d s ) ,  I  f i n d  t h e  
i n c l u s i o n s  o f  s e c t i o n  ( a )  t o t a l l y  u n a c c e p t a b l e .  The v e r y  t h o u g h t  o f  t h e  s t a t e - 
c o n v e y i n g  a s s e t s ,  w i t h o u t  c o s t ,  a t  an a v e r a g e  r a t e  o f  $338,000 t o  e a c h  o f  t h e  
382 s t a t e  a g r i c u l t u r a l - r i g h t s  l a n d  p u r c h a s e r s  l e a v e s  me c o l d ! ! !

S e c t i o n  ( c )  o f  t h e  p r o p o s e d  HB 458 make s  me e x c e e d i n g l y  a n g r y ! !  I  h a v e  been 
t r y i n g  t o  a c q u i r e  s t a t e  a g r i c u l t u r a l  l a n d s  t h r o u g h  s a l e  a n d / o r  l o t t e r y  s i n c e  
1964, and  have  a s  y e t  been u n a b l e  t o  do s o .  My i n t e r e s t  i n  d o i n g  so h a s  n o t  
d i m i n i s h e d  one  w h i t ! !  The " p r e f e r e n c e  r i g h t "  i n c l u s i o n  o f  t h i s  s e c t i o n  i s  an 
i n c i d i o u s  d i s c r i m i n a t i o n  a g a i n s t  e a c h  and  e v e r y  A l a s k a n  who d e s i r e s  t o  a c q u i r e  
a g r i c u l t u r a l  l a n d s  t o  f a rm  o r  r a n c h ,  b u t  h a s  a s  y e t  b e e n ' u n a b l e  . t o  do s o .  I t  i s  
a c l a s s i c  e x amp l e  o f  " t h o s e  who ha s  g e t s ,  and t h o s e  who a i n ' t  d o n t ! ! " .  One 
p e r s o n a l  e x am p l e :  I  s a t  i n  t h e  D e l t a  J u n c t i o n  s a l e  o f  1970 whe r e  some v e r y  
e x c e l l e n t  a nd  a c c e s s a b l e  s t a t e  a g r i c u l t u r a l  l a n d  was  b e i n g  s o l d ,  w i t h  an 
a c u t e  d e s i r e  t o  b u y ;  e v e r y  t r a c t  i n  t h e  s a l e  b u t  one  f e l l  u n d e r  a " p r e f e r e n c e  
r i g h t "  f i l i n g .  I n  r e c e n t  y e a r s ,  e v e r y  a g r i c u l t u r a l - r i g h t s  l a n d  l o t t e r y  t r a c t  
t h a t  I  h a v e  a p p l i e d  f o r  h a s  been  a p p l i e d  f o r  b y  f r om t o  200 t o  800 o t h e r  p e o p l e .  
More  t h a n  3,000 p e o p l e  we n t  awa y  f r om t h e  P o i n t  M a c k e n z i e  a g r i c u l t u r a l - r i g h t s  
l a n d  l o t t e r y  w i t h o u t  a g r i c u l t u r a l  l a n d .  I  c a n n o t  c o n c e i v e  o f  t h e  c o m m i t t e e  
c o n t i n u i n g  w i t h  t h i s  p r e f e r e n t i a l  t r e a t m e n t  o f  so f e w  a t  t h e  e x p e n s e  o f  so many!



Page 2.  T e s t i m o n y  r e g a r d i n g  HB 458 T e l e c o n f e r e n c e  H e a r i n g  03/10/84

The p r o p o s e d  B i l l ,  H .B .  458, w ou l d  a p p e a r  t o  t a c i t l y  a d d r e s s  two c r i t i a l  p r o b ­
l e m s  o f  p r e s e n t  d a y  A l a s k a n  f a rm  d e v e l o p m e n t :  (1) a s s e t  v i a b i l i t y  o f  s t a t e  
c o n v e y e d  a g r i c u l t u r a l - r i g h t s  l a n d ,  and  (2) e c onom i c  v i a b i l i t y  o f  p r e s e n t  and 
p r o s p e c t i v e  f a rm  d e v e l o p m e n t  i n  A l a s k a .  H .B .  458 w i l l  n o t  c o n t r i b u t e  t o  t h e  
r e s o l u t i o n  o f  s t r u c t u r a l  d e f i c i e n c i e s  a s s o c i a t e d  w i t h  e i t h e r  p r o b l e m .  Mor e ­
o v e r ,  e a c h  a n d  e v e r y  i n d i v i d u a l  p u r c h a s e r  o f  s t a t e  a g r i c u l t u r a l - r i g h t s  l a n d  
e n t e r e d  i n t o  t h e  p r e s e n t  s i t u a t i o n  w i t h  f u l l  k n ow l e d g e  o f  s t a t e  impo s ed  
d e f i c i e n c i e s  and  c o n s t r a i n t s ;  e a c h  r e c i p i e n t ' s  s i g n a t u r e  i s  on d o c u m e n t s  n o t i n g  
t h e i r  a w a r e n e s s  a n d  u n d e r s t a n d i n g .  I  w o u l d  r e s p e c t f u l l y  s u g g e s t  a more  v i a b l e  
a nd  p r o d u c t i v e  a p p r o a c h ,  t o  t h e  r e s o l u t i o n  o f  n o t e d  p r o b l e m s ,  w o u l d  be t o  
" h o l d  t h e  f e e t  o f  a g e n c y  and  i n s t i t u t i o n a l  p r o f e s s i o n a l s  t o  t h e  f i r e "  u n t i l  
•the c o m m i t t e e  r e c e i v e d  v i a b l e  and c o n s t r u c t i v e  a n s w e r s ,  d a t a ,  and  r e commenda ­
t i o n s  r e g a r d i n g  t h e  a b o v e  n o t e d  p r o b l e m s .  I t . i s  my p r o f e s s i o n a l  ‘j u d g e m e n t  t h a t  
r e c e n t  r e p o r t s  b y  s t a t e  a g e n c i e s ,  r e g a r d i n g  a g r i c u l t u r a l  d e v e l o p m e n t  t o p i c s ,  
d i s p l a y  v o i d s  i n  u n d e r s t a n d i n g ,  i n c o m p l e t e  and  i n a c c u r a t e  d a t a ,  i n e p t n e s s  i n  
t h e  t r e a t m e n t  o f  d a t a ,  a n d ,  on o c c a s i o n s ,  i m p o t e n c e . j n  t h e . r e p o r t i n g  e f f o r t .

I n  c l o s i n g ,  I  w o u l d  a g a i n  u r g e  t h e  c o m m i t t e e  t o  t e r m i n a t e  f u r t h e r  c o n s i d e r a t i o n  
o f  H .B .  458. The p r o p o s e d  B i l l  wo u l d  p r o v i d e  f o r  a " g i v e - a w a y "  o f  u n t o l d  m i l l ­
i o n s  o f  d o l l a r s  w o r t h  o f  s t a t e  a s s e t s  t o  n o t  more  t h a n  382 i n d i v i d u a l  s t a t e  
a g r i c u l t u r a l - r i g h t s  l a n d  p u r c h a s e r s  - w i t h  a b s o l u t e l y  no b e n e f i t  t o  t h e  s t a t e ' s  
a g r i c u l t u r a l  d e v e l o p m e n t  e f f o r t s .  M o r e o v e r ,  t h e  p r o po s e d  B i l l ,  H .B .  458, wou l d  
p r o v i d e  f o r  t h e  t o t a l l y  u n w a r r a n t e d  " p u r c h a s e  p r e f e r e n c e "  o f  s t a t e  a g r i c u l t u r a l -  
r i g h t s  l a n d  b y  e x i s t i n g  a g r i c u l t u r a l  l a n d  h o l d e r s  a t  t h e  e x p e n s e  o f  t h o s e  
t h o u s a n d s  o f  l a n d l e s s  A l a s k a n s  who a r e  now p r o s p e c t i v e  f a r m e r s  and  a g r i c u l t u r a l ­
i s t s .  I  w o u l d  f u r t h e r  s u g g e s t  t h a t  p r o s p e c t i v e  d e v e l o p m e n t  o f  v i a b l e  a g r i c u l ­
t u r a l  l a n d s  h a s . n o w  f a l l e n  t o  l e s s  t h a n  SOO,0OO a c r e s ,  f r om t h e  some 20 m i l l i o n  
a c r e s  i d e n t i f i e d  some 10 y e a r s  a g o .  I  w o u l d  a g a i n  r e i t e r a t e  t h e  c o n c l u s i o n  t h a t  
I  r e a c h e d  i n  1 977; " A l a s k a  w i l l  be u n a b l e  t o  r e s p o n d  i n  a n y  manne r  t o  a n y  
n a t i o n a l  f o o d  e m e r g e n c y  w i t h i n  a n y  f o r e s e e a b l e  f u t u r e  (50 y e a r s ) " .  I  w o u l d  a s k  
t h i s  c o m m i t t e e :  "Wha t  a r e  you  g o i n g  t o  do a b o u t  t h i s  u n f o r t u n a t e  s i t u a t i o n ? " -

Thank  y o u  f o r  y o u r  k i n d  a t t e n t i o n .
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M E M B E R S  P R E S EN T

S e n a to r Fa hr en ka m p , C h a i r m a n  

S e n a to r Ziegler, V i c e - c h a i r m a n  

S e n a to r E l i a s o n  

S e n a to r Pa ul F i s c h e r  

S e n a to r V i c  F i s c h e r  

S e n a to r M u l c a h y  

S e n a t o r  S t u r g u l e w s k i

HB  188, A n  A c t  r e l a t i n g  to b i c  game h u n t i n g  by nonre s id en ts .

HB 458 , A n  A c t  relatir.g to a g r i c u l t u r a l  r i g h t s to land.

HB 546, A n  A c t  r e l a t i n g  to h a r a s s m e n t  of p e rs o n s l a w f ul ly  e n ga ge d

in hu nting, fishing, or trapping.

HB 709 , A n  A c t  r e l a t i n g  to fees for g u i d e d  to ur s th ro u g h 

h i s t o r i c a l  sites.

D a v e  Stan cl i f f, A i d e  to the H o u s e R e s o u r c e s  C o m m i t t e e , e x p l a i n e d  

t h at this b i ll w o u l d  a l l o w  n o n r e s i d e n t  h u n t e r s  of b i g  game to be 

a c c o m p a n i e d  b y  A l a s k a  re s i de nt s of the second de gr e e of kindred, 

i n c l u d i n g  "m ar r i a g e re l a ti on s" .  It w o u l d  also i n cr e a s e the fir - 

for v i o l a t i o n  of this p r o v i s i o n  from $2500 to $5000.

Pa dd y M c G u i r e ,  A l a s k a  D e p a r t m e n t  of F i s h  and G a m e , spoke in 

su pp o r t of the bill.

C A L E DA R

HB 188

Sena t o r M u l c a h y  m o v e d  CS HB 188 (Finance)am from c o m m i t t e e  w i t h  

in d i v i d u a l  r e co mm en d a t io n s . Th er e w a s  no objection.



Carol Wi lson , Sp ec ia l  A s s i s t a n t  to the C o m m i s s j o n e r . D e p a r t m e n t  of 

N a t u r a l  R e s o u r c e s , spoke in sup p or t of the bill, w h i c h  w o u l d  

au t h or iz e D N R  to e s t a b l i s h  and c o ll ec t  fees for gu id ed tours 

th ro ug h h i s t o r i c a l  sites.

Se na to r  M u l c a h y  m o v e d  CS HB 709 (State Affairs) from c o m m i t t e e  

w i t h  in di v i du al  re c o m m en da tio ns .  T h e r e  w a s  no objection.

HB 54 6

i*
D a ve Stancliff, A i de  to the H o us e R e s o u r c e s  C o m m i t t e e , spoke in 

s upport of the b i l l and ex p l a i n e d  t h a t  the p r o b l e m s  w i t h  KB 163, a 

simi lar b i l l t h a t  w a s  v e t o e d  b y  the G o v e r n o r  last year, h a ve be en 

solved in HB 546.

L i sa Nelson, C r i m i n a l  Division, D e p a r t m e n t  of L a w , t e s t i f i e d  that 

there is no C o n s t i t u t i o n a l  p r o b l e m  w i t h  the bi ll as cu r r en tl y 

w r i t t e n .

Ron So mm er vi ll e, A l a s k a  O u t d o o r  Counci l, spoke in s upport of the 

bill.

S e nator M u l c a h y  m o v e d  CS HB 546 (R esou rces )am from c o m m i t t e e  w i t h  

indi v i du al rec o mm en da t io ns . Se na to r  S t u r g u l e w s k i  ob j e c t e d  and 

then w i t h d r e w  he r objection.

HB 458

R e p r e s e n t a t i v e  Bo b B e t t i s w o r t h , sp onso r of the bill, e x p l a i n e d  

t h at the bill wa s i n te nd e d to h e l p  th os e p u r c h a s e r s  of

'"agricultural rights" land w h o  are h a v i n g  d i f f i c u l t y  o b t a i n i n g  

fi n a n c in g for ho me c o n s t r u c t i o n  by is suing a fee simple

co n d i t i o n a l  ti tle to those purcha se rs.

Se na to r K e r t t u l a  r e vi e w ed the h i s t o r y  of fe deral h o m e st ea di n g, the 

p r ob le m s c ' d i m i n i s h i n g  farm land in ot he r states, and the 

i m po rt a n ce of p r e s e r v i n g  a g r i c u l t u r a l  land in Alaska.

Betty Cook, A l a s k a  H o u s i n g  F i n a nc e C o r p or at io n , A n c \\> .age, 

te st if i e d that even if fee simple title w e r e  issued, H-IFC's

r e g u l a t i o n s  w o u l d  p r o h i b i t  loans b e i n g  m a d e  on land that p r od u c es 

s i g n i f i c a n t  income, and p r o h i b i t  r e f i n a n c i n g  of loans. T h er e w o u l d  

be a d di ti o n al pr o b l e m s  if there w e r e  o t he r  liens on the p r o p e r t y  

and b e c a u s e  of A H F C ' s  lack of e x p e r i e n c e  w i t h  a g ri c u l t ur al .loans.

Ralph Bennett, A i d e to R e p r e s e n t a t i v e  B e t t i s w o r t h , te s t i f ie d that 

his r e s e a r c h  in di ca t e d that ba nk s w e r e  w i l l i n g  to m a ke  loans on 

land for w h i c h  fee simple c o n d i t i o n a l  titl e w a s  held.

The m e e t i n g  ad jo ur n e d  at 3:58 pm.

H B  709
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( i i )  r e s t r i c t s  the ground r e n t  to  annua l  i n c r e a s e s  o f  no more than 10. 
pe rcen t  per  annum; j  c( , -

, .SVV-^-'Q^a- d . C
( i i i )  has a term no l e s s  than t h a t  o f  the loan ;

i

( i v )  i s  r e c o r d a b l e  i n  the  a p p rop r i a t e  d i s t r i c t  r e c o r d i n g  o f f i c e .

(1A) The c o l l a t e r a l  s e c u r i n g  the lo an  must have been app ra i s e d  no more than 
s i x  months b e fo re  the lo an  a p p l i c a t i o n  i s  s u bm i t t e d  to  the Co rpo ra t ion .  Th 
a p p r a i s a l  s h a l l  have been

(A) performed by an a p p r a i s e r  approved by the Co rpo ra t ion  and completed 
on a form approved by the Corpora t ion ;

(B) completed a f t e r  improvements to  the p rop e r t y  have been completed f o r  
. . - e x i s t i n g  u n i t s ;

*-» (C) s u b j e c t  to  a f i n a l  i n s p e c t i o n  f o r  u n i t s  not  s e t  up on the s i t e  a t
V ' the t ime o f  a p p r a i s a l .

 ̂ (c)  For the purpose o f  d e te rm in in g  the maximum f i n a n c i n g  a l l ow ed  under (h) o f
t h i s  s e c t i o n ,  the c o s t  o f  r e a l  p rop e r t y  i s  l im i t e d  to  the purchase  p r i c e  or 
amount r e f in an ced  and the d i r e c t  c o s t s  pa id  to  a p a r t y  o t h e r  than the borrower 
f o r  p ro v i d in g  permanent improvements i n c l u d i n g ,  bu t  not l im i t e d  to  w a t e r ,  sewer ,  
and a c c e s s  improvements .

(d) In t h i s  s e c t i o n ,

(1) "bo r rowe r ' s  mob i le  home" means

(A) the mob i le  home the  borrower  w i l l  purchase w i t h  the loan i f  the loan 
i s  one d e s c r i b e d  in  ( a ) (1 ) ,  (2),  or  (3) o f  t h i s  s e c t i o n

( B) the mob i le  home d e s c r i b e d  in  (a)(A) o f  t i l l s  s e c t i o n  i f  the loan i s  
one d e s c r i b e d  in (a)(A) o f  t h i s  s e c t i o n ;  and

(2) "mob i le  home" means mob i le  home which has a t  l e a s t  600 squa re  f e e t  o f  
l i v i n g  a rea  de te rm ined  by measur ing the e x t e r i o r  o f  the u n i t  a t  the base  but  
e x c l u d in g  the tongue o f  the u n i t  and any l e a n - to s ,  wan igans ,  and the l i k e ;

(3) "C la s s  I  Loan" means a loan  t h a t  q u a l i f i e s  f o r  purchase under  a 
Corpora t ion  bond i n d e n t u r e  the funds r e l a t e d  to  which a re  b e ing  commit ted a t  the 
t ime the loan i s  approved.

(A) "C la s s  I I  Loan" means a loan under t h i s  s e c t i o n  which does not q u a l i f y  
f o r  purchase under  a Corpora t ion  bond i n d en t u r e  the funds  r e l a t e d  to which a re  
be ing  commit ted a t  the t ime the loan i s  approved. ( E f f .  10/1/83, Reg. 87) 
A u th o r i t y :  AS 18.56.090(3), 5

AS 18.56.100

15 AAC 118.290. DEFINITIONS. Repealed 2/17/82.

-  - f e u
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15 AAC 118.300. SPECIAL MORTGAGE LOAN PURCHASE PROGRAM SCOPE. (a) 15 AAC 
118.300 - 15 AAC 118.580 implement the s p e c i a l  mortgage loan  pu rchase  program 
e s t a b l i s h e d  by AS 18.56.098.

(b) 15 AAC 1 18.400 - 15 AAC 118.450 implement the p o r t i o n  o f  the  s p e c i a l
mortgage loan pu rchase  program to  be f i n a n c e d . w i t h  the p roceeds o f  q u a l i f i e d  
mortgage bonds .

(c)  15 AAC 118.490 - 15 AAC 118.580 implement the p o r t i o n  o f  the  s p e c i a l
mortgage loan purchase  program to  be f in an ced  w i t h  the proceeds  o f  q u a l i f i e d  
v e t e r a n s '  mortgage bonds .  ( E f f .  6/30/80, Reg 78; am 9/17/81, Reg. 80; am 
2/17/82, Reg. 82; am 1/26/83, Reg. 85)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.305. BORROWER ELIGIBILITY. A person i s  e l i g i b l e  under the program
fo r  a r e s i d e n t i a l  mortgage loan  to  f i n a n c e  the purchase o f  d w e l l i n g ,  i n c l u d i n g  a
d up l e x ,  t r i p l e x  o r  f o u r- p l e x ,  condominium, o r  an i n d i v i d u a l  u n i t  w i t h i n  a PUD 
p r o j e c t ,  s u b j e c t  t o  any r e s t r i c t i o n s  under 15 AAC 118.400 - 15 AAC 118.580 f o r  
mortgages f in an ced  by bonds i s s u e d  th e r eunde r .  E l i g i b i l i t y  i s  w i t h o u t  rega rd  to 
l o c a t i o n  o f  the d w e l l i n g  w i t h i n  the S t a t e  o f  A la ska  o r  ano the r  e l i g i b l e  l o c a ­
t i o n .  The d w e l l i n g  must be de s igned  f o r  r e s i d e n t i a l  u s e ,  and in tended f o r  use 
and used as the p r i n c i p a l  r e s i d e n c e  o f  the borrower pu r suan t  to  AS 18.56. A 
person i s  not e l i g i b l e  f o r  a loan i f  the person i s  an owner o f  a d w e l l i n g  
f in an ced  by an o u t s t a n d i n g  loan purchased by the Co rpo ra t ion .  As used in  t h i s  
s e c t i o n  "owner" i n c l u d e s  a person who i s  l i a b l e  on a mortgage or  note w i th  
r e sp e c t  to  a loan  bu t  does not i n c l u d e  a person not occupy ing  a d w e l l i n g  but  
rema in ing a co-owner a f t e r  l e g a l  t e rm in a t io n  o f  ma r r i a ge .  A loan  to f i n an ce  the 
pu rchase o f  a d w e l l i n g  I n c l u d e s  a loan  to  an owne r/ bu i l d e r ,  p r o v i d i n g  t h a t  the 
loan c o n s t i t u t e s  the f i r s t  permanent f i n a n c i n g  o f  a d w e l l i n g  which has been
newly c o n s t r u c t e d  by tho ownev/bu i l de r ;  OR a loan to a p u r ch a s e r ,  p r o v i d in g  t h a t
the loan c o n s t i t u t e s  the i n i t i a l  permanent f i n a n c i n g  ob ta in e d  f o r  the dwe l l  ■» 
by the p u r ch a s e r ,  and f u r t h e r  p ro v i d in g  t h a t  the loan i s  su bm i t t e d  to  AHFC 
soon a s  p r a c t i c a b l e ,  b u t  i n  no even t  more than one yea r  from d a t e  o f  purchase .  
The d e t e rm in a t i o n  o f  whether  the d w e l l i n g  c o n s t i t u t e s  "newly  c o n s t r u c t e d "  or 
whether a loan c o n s t i t u t e s  the f i r s t  "permanent f i n a n c i n g "  by the pu rcha se r  on a 
d w e l l i n g  o r  whether  the loan  i s  su bm i t t e d  to  AHFC as soon as p r a c t i c a b l e  s h a l l  
be made by tbo Corpora t ion  based upon i n f o rm a t io n  subm i t t e d  to  the Corpora t ion .  
( E f f .  10/2/80, Reg. 78; am 1/27/81, Reg. 78; am 2/17/82, Reg. 82; am 10/27/82,
Reg. 84; am 1/26/83, Reg 85; am  / /83, Reg __ )
A u t h o r i t y :  AS18.56.088 AS18.56.098

15 AAC 118.310. LOAN TERMS. (a) Each r e s i d e n t i a l  mortgage loan purchased by 
the  Corpora t ion  as p a r t  o f  the s p e c i a l  mortgage loan purchase program, excep t  as 
o th e rw i s e  prov ided  in (d) o f  t h i s  s e c t i o n  f o r  t r i p l e x e s  and fou r-p le x e s  and ( f )  
o f  t h i s  s e c t i o n  f o r  lo an s  to  members o f  the A la ska  D e le g a t i o n  to  Congress ,  must

(1) he s e r v i c e d  by a s e l l e r / s e r v i c e r  approved by the Corpora t ion ;

(2) c o n s t i t u t e  a f i r s t  o r  second l i e n  on r e a l  e s t a t e  in  fe e  s imp le  or on a 
l e a s e h o l d  e s t a t e  and, i f  a f i r s t  l i e n ,  be s u b j e c t  o n l y  to  pe rm i t t ed  encum­
b r a n c e s ,  and, i f  a second l i e n ,  be s u b j e c t  o n l y  to  p e rm i t t e d  encumbrances and a 
f i r s t  l i e n  mortgage loan s e r v i c e d  by a s e l l e r / s e r v i c e r  approved by the 
Corporat  ion;



(3) i f  a f i r s t  l i e n ,  be the s u b j e c t  o f  p r i v a t e  mortgage i n s u r a n c e ,  f e d e r a l  
i n s u r a n c e ,  or f e d e r a l  g ua r an t e e ,  the b e n e f i t s  o f  which a re  payab le  t o  the
Corpo ra t ion ,  i n  the  even t  t h a t  the r a t i o  o f  the loan to  the v a l u e  o f  the
p rope r t y  ( " lo an- to- va lu e  r a t i o ” ) exceeds 80 pe rcen t ;

(A) i f  a second l i e n ,  be the s u b j e c t  o f  p r i v a t e  mortgage i n s u r a n c e ,  f e d e r a l  
i n s u r a n c e  or f e d e r a l  g ua r an te e ,  the b e n e f i t s  o f  which a re  payab le  to  the
Corpo ra t ion ,  i n  the  even t  t h a t  the  r a t i o  o f  the f i r s t  and second l i e n  mortgage 
l o a n s  combined to  the v a l u e  o f  the p rope r t y  exceed 80 pe rcen t  to  the e x t e n t  
n e c e s sa r y  to cause  the r a t i o  to  go down to  75 percen t ;

(5) be f o r  purchase  o f  comple ted , owner-occupied r e s i d e n t i a l  hous ing  o r  fo r  
t h e  improvement o r  r e h a b i l i t a t i o n  o f  owner-occupied r e s i d e n t i a l  ho u s i n g ,  the
mortgage o f  which s h a l l  be e l i g i b l e  f o r  purchase by the Corpora t ion  under  the 
Act ;

(6) be i n s u r e d  by a mor tgagee ' s  p o l i c y  o f  t i t l e  i n s u r a n c e  i s s u e d  by a t i t l e  
i n s u r an ce  company q u a l i f e d  to  do b u s i n e s s  in  the a rea  in  which the r e s i d e n c e  i s  
l o c a t e d  and a c c e p t a b l e  to  the Co rpo ra t ion ,  i n s u r i n g  the e n f o r c e a b l e  mor tgage , 
s u b j e c t  on ly  to p e rm i t t e d  encumbrances or i n  the case  o f  a second l i e n  mortgage , 
s u b j e c t  on ly  to  p e rm i t t e d  encumbrances and the f i r s t  l i e n  mortgage .

(b)(1) The lo an- to-va lu e  r a t i o  and the loan amounts on f i r s t  l i e n  mortgage 
lo an s  o f  the Corpora t ion  to f i n an ce  a s i n g l e - f a m i l y  r e s i d e n c e ,  i n c l u d i n g  a u n i t  
in a condominium p r o j e c t  o r  a p lanned u n i t  deve lopment ( h e r e in  c a l l e d  a 
" s i n g l e - f a m i l y  r e s i d e n c e " )  or a dup lex  s h a l l  be as s e t  f o r t h  in  t h i s  paragraph :

(A) The lo an- to- va lu e  r a t i o  on a mortgage loan f o r  a s i n g l e - f a m i l y  r e s i ­
dence and a dup lex  s h a l l  not exceed 95 pe rcen t .

(B) The loan amount on a mortgage loan f o r  a s i n g l e - f a m i l y  r e s i d e n c e
s h a l l  not  exceed $178,650.

(C) The loan amount on a mortgage loan f o r  a dup le x  s h a l l  not exceed
$207,750.

(0) The loan amount on a mortgage loan gua ran teed  by the Ve te ran s  
A dm in i s t r a t i o n  f o r  a s i n g l e - f a m i l y  r e s i d e n c e  and a d up le x  s h a l l  not exceed 
$135,000.

(E) The amount o f  the g ua ran tee  p l u s  the down payment on a mortgage loan
gua ran teed  by the Ve te rans  A dm in i s t r a t i o n  f o r  a s i n g l e - f a m i l y  r e s i d e n c e  an.i a
dup lex  must e qua l  25 pecent o f  the v a l u e  o f  the s i n g l e - f a m i l y  r e s i d e n c e  or  the 
dup le x .

(F) The loan  amount on a mortgage loan In s u red  by the FUA fo r  a s i n g l e -  
f am i l y  r e s i d e n c e  s h a l l  not exceed $101,250.

(0) The loan  amount on a mortgage loan i n s u r e d  by the FIIA f o r  a dup lex  
s h a l l  not exceed $114,000.

(II) Thu down payment and lo an- to-va lu e  r a t i o s  o f  mortgage lo an s  i n s u r e d  
by the FIIA s h a l l  be as r e q u i r e d  by F11A.
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(2) The l i m i t a t i o n s  p rov ided  i n  (b)(1) o f  t h i s  s u b- s e c t i o n  a re  a p p l i c a b l e  to 
a f i r s t  l i e n  mortgage lo an .  The l im i t a t i o n s  as  to amount o f  l o an  s h a l l  a l s o  
l i m i t  the amount o f  a second l i e n  mortgage loan  p rov ided  t h a t  i n  comput ing the
amount of a second l i e n  mortgage loan  any f i r s t  l i e n  mortgage lo an  s h a l l  be
d edu c t ed .  The lo an- to- va lu e  r a t i o  o f  a second l i e n  mortgage lo an  s h a l l  be as 
f i x e d  in  the A c t .  A l l  lo an- to-va lu e  r a t i o s  and maximum l i e n  amounts s h a l l  be 
reduced i f  F e d e r a l  N a t i o n a l  Mortgage A s s o c i a t i o n ,  Ve te rans  A dm in i s t r a t i o n  o f  FHA 
l i m i t s  a re  reduced f o r  A la sk a .

(c)  One u n i t  o f  a d up l e x ,  t r i p l e  c, o r  f o u r-p le x  must be owner-occupied f o r  a 
r e s i d e n t i a l  mortgage lo an  to  f in an ce  the  purchase  o f  t h a t  d up l e x ,  t r i p l e x ,  or 
fo u r- p l e x  to be e l i g i b l e  f o r  purchase by the Corpora t ion .

(d) For t r i p l e x e s  and f o u r- p l e x e s ,  lo an s  purchased as  p a r t  o f  the  s p e c i a l
mortgage loan pu rchase  program

(1) must c o n s t i t u t e  a f i r s t  l i e n  on r e a l  e s t a t e  i n  f ee  s imp le  o r  on a l e a s e ­
ho ld  e s t a t e  and be s u b j e c t  o n l y  to  pe rm i t t ed  encumbrances;

(2) must be on l y  f o r  the purchase  o f  a completed owner-occupied r e s i d e n t i a l  
hou s in g ,  the mortgage of which s h a l l  be e l i g i b l e  f o r  pu rchase  by the Corpora t ion 
under  the  Act ;

(1) must have a lo an- to-va lu e  r a t i o  no more than 90 pe rcen t  f o r  a t r i p l e x  or 
f o u r-p le x ;

(4) w i l l  not exceed, a loan amount o f  $250,800 f o r  a t r i p l e x  and $311,850 fo r  
a fo u r-p le x .

(o) A r e s i d e n t i a l  mortgage loan h e r e a f t e r  purchased by the Corpora t ion  in
o r d e r  to  f i n a n ce  a u n i t  i n  a condominium p r o j e c t  o r  In a p lanned u n i t  d eve lop ­
ment p r o j e c t  ("condominium" or "PUD p r o j e c t " )  s h a l l  he s u b j e c t  to  the  f o l l o w i n g  
terms and c o n d i t i o n s :

(1) the l i v i n g  u n i t s  o f  the condominium o r  PUD p r o j e c t  must be w i t h i n  the 
same s t r u c t u r e  or  a r e a son ab l y  con t i g uou s  s t r u c t u r e .  Common e lemen ts  o f  the 
p r o j e c t  must have been completed p r i o r  to the purchase o f  the lo an ;  and

(2) p r i o r  app rova l  p ro cedu re s ,  w a r r a n t i e s  and p r o v i s i o n s  r e l a t i n g  to the 
s a l e  and occupancy o f  u n i t s  which a re  rea sonab le  and customary i n  mortgage
l e n d i n g ,  s h a l l  app ly  as p r e s c r i b e d  in  the s e l l e r / s e r v i c e r  g u i d e .

( f )  A r e s i d e n t i a l  -ortgage loan h e r e a f t e r  purchased by the Corpora t ion  in
o r d e r  to f i n a n c e  a r e s i d e n c e  fo r  members o f  the A la ska  D e le g a t i o n  to  Congress
s h a l l  be s u h j c c t  to  the f o l l o w i n g  term and c o n d i t i o n :

( I )  the r e s i d e n c e  s h a l l  be lo c a t e d  in  the D i s t r i c t  o f  Columbia o r  w i t h i n  50 
m i l e s  o f  the D i s t r i c t  o f  Columbia .  ( E f f .  6/30/80, Reg. 78; am 6/18/81, Reg. 7v; 
am 9/17/81, Reg. 80; am 2/17/82, Reg. 82; am 10/27/82, Reg. 84; am 1/4/83, Reg. 
85; am  /__/___, Reg.__ )
A u t h o r i t y :  AS 18.56.096 AS 18.56.098(a) and (e)

c 15 AAC 118.315. PURCHASES OF LOANS FROM SELLER/SERVICERS. Repealed 2/17/82.
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15 AAC 1 18.320. ASSUMPTIONS OF MORTGAGE LOANS Repealed ?./17/82.

15 AAC 118.325. MINIMUM CONSTRUCTION STANDARDS AND STANDARD DEVIATIONS.
Repealed 2/17/82.

15 AAC 118.330. IMPROVEMENT OR REHABILITATION. Repealed 2/17/82.
. «

15 AAC 118.335. AFPEALS PROCEDURE. Repealed 2/17/82.

15 AAC 118.340. SERVICING FEE. Repealed 2/17/82.

15 AAC 118.342. HOME OWNERSHIP ASSISTANCE PROGRAM. (a) The home ownership 
assistance program provides assistance to persons of lower and moderate income 
to purchase homes financed with a mortgage loan purchased by the Corporation 
under 15 AAC 118.283 - 15 AAC 118.345. Except as provided in this section, the 
same limitations and conditions otherwise applicable under 15 AAC 118.283 - 15 
AAC 118.345 apply to mortgage loans where the borrower is eligible for home 
ownership assistance under this section.

(b) A person is eligible for home ownership assistance for tha purchase of a 
single-family residence, including a condominium or PUD unit after having met 

general borrower loan qualifications of the Corporation and those of this 
section. Owner/builder refinances, are not eligible under this section.

(c) To be eligible to receive benefits under the program, an applicant must 
establish that:

(1) A minimum of 28 percent of the gross income per household is contributed 
coward the applicant's monthly payments of principal and interest on the loan, 
together with applicable taxes, hazard insurance, mortgage insurance, credit 
insurance, space rent, and home owner association fees (less any utility 
expenses included in those fees).

(2) The household must not own assets of value exceeding $50,000 for a one 
member household and an additional $5,000 for each household member beyond one. 
If a member of the household is 65 years old or over, the household must not own 
assets of value exceeding one and one-half times the applicable limit for the 
household size set forth in this paragraph.

(3) Neither the purchase price nor the appraised value of the property for 
which the subsidy under the program is provided exceeds:

(i) $80,000 for a 1 or 2 member family;

(ii) $85,000 for a 3 member family;

(iii) $90,000 for a 4 member family; and

(iv) $100,000 for a family with 5 or more members.

(d) The terms for home ownership assistance are as follows:

(1) mortgage payments may be partially subs. ..dized by the home ownership 
fund in an amount not to exceed the lesser of the following amounts:



(A) for borrowers who first executed a home ownership assistance agree­
ment prior to February 1, 1983:

(I) the sum necessary to reduce the borrower's monthly payments of prin­

cipal and interest on the mortgage loan to the amounts payable as if the 
mortgage loan were a level debt servipe loan bearing Interest at the 
rate of six percent a year; or

(ii) the sum necessary to reduce the borrower's mcnthly payments of 
principal and interest on the mortgage, together with taxes, hazard 
insurance, mortgage insurance and homeowner association fee? if any with 
respect to the property, to 25 percent of gross income per family;

(B) for borrowers who first executed a home ownership assistance 
agreement on or after February 1, 1983:

(i) the sum necessary to reduce the monthly payments of principal and 
interest on the mortgage loan to the amounts payable as if the mortgage 
loan were a level debt service Joan bearing interest at the rate of six 
percent a year; or

(ii) the sum necessary to reduce the monthly payments of principal and 
interest on the mortgage loan, together with taxes, hazard insurance, 
mortgage insurance, credit insurance, space rent, and any homeowner 
association fees (less any utility expenses included in those fees) with 
respect to the property, to 28 percent of gross income per household;

(C) Repealed 1/31/84.

(2) the term for a mortgage loan with respect to which there is a home
ownership assistance agreement must be the maximum term allowed under the 

Corporation's program providing financing for the home or the remaining economic 
life of the property, whichever is less;

(3) Repealed 1/31/84.

(4) Repealed 1/31/84.

(5) the loan-to-value ratio for a mortgage loan with respect to which there 
is a home ownership assistance agreement shall not exceed the maximum percent 
allowable by statute.

(6) the borrower shall be required to enter into a home ownership assistance 

agreement with the Corporation which shall expire December 31 each year and 
contain periodic income review requirements in the form required by the
Corporation including, without limitation, provisions reducing or eliminating 
assistance depending on

(A) application of the assistance formula of paragraph (d)(1) of this
section;

(B) a formula or other method based on the amount available for
assistance from income or revenues of the Home Ownership Fund;
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(7) when the term o f  a home ownersh ip  a s s i s t a n c e  agreement ,  which i s  o r i g i ­
n a l l y  execu ted  by a bor rower on o r  a f t e r  Feb rua ry  1, 1983, e x p i r e s  as prov ided  
i n  (d)(6) o f  t h i s  s e c t i o n ,  a new home ownership a s s i s t a n c e  agreement may be 
en t e red  pur suan t  to  the terms o f  (d) o f  t h i s  s e c t i o n ,  b u t  the a s s i s t a n c e  amount 
under a new agreement may not  exceed the a s s i s t a n c e  amount a l l owed  ( p i o r  to  any 
a d ju s tmen ts )  under  the p r e v i o u s  agreement;

(8) a f t e r  Feb rua ry  1, 1983, the Corpora t ion  w i l l  no t  e n t e r  i n t o  a home 
ownership a s s i s t a n c e  agreement w i t h  a borrower who has not p r e v i o u s l y  ob ta in ed  a 
loan  p r i o r  to  t h a t  d a t e  under  the home ownership a s s i s t a n c e  program i f  the 
amount o f  a s s i s t a n c e  i s  de te rm ined to  be l e s s  than f i f t y  d o l l a r s  ($50) per 
month.

(e) A home ownership a s s i s t a n c e  agreement i s  p e r sona l  to  the borrower and may 
not  be a s s i g n e d .

( f )  No secondary f i n a n c i n g  o f  a mortgage lo an  w i th  r e s p e c t  to  vihich th e re  i s  a 
home ownership a s s i s t a n c e  agreement i s  p e rm i t t e d .

(g) As used in  t h i s  s e c t i o n

(1) " f am i l y "  means those i n d i v i d u a l s  e x e c u t i n g  the mortgage note and Deed o f  
T r u s t ,  and t h e i r  dependen ts  who occupy the r e s i d en c e  on a permanent b a s i s ;

(2) “househo ld" means a l l  pe rsons  who may ot may not  be members o f  the 
f am i l y  who occupy the r e s i d e n c e  on a permanent b a s i s  a s  a f u l l  o r  pa r t- t ime 
r e s i d e n t .  ( E f f .  12/15/80, Reg. 78; am 9/17/8L, Reg. 81; am 1/26/83, Reg. 85;
am 1/31/84, R e g .  )
A u th o r i t y :  AS 18.56.091

15 AAC 118.344. FAIRBANKS NORTH STAR BOROUGH PROGRAM. A p o r t i o n  o f  the s p e c i a l  
mortgage loan pu rchase  program may be Implemented in  the F a i r b a n k s  North S t a r  
Borough by the Corpora t ion  w i th  the proceeds o f  $35,000,000 bonds o f  the Borough 
which a re  tax-exempt under  S e c t i on  1104(b)(4) o f  the Mortgage Sub s id y  Bond Tax 
Act o f  1980, and w i t h  amounts app rop r i a t e d  to the Corpora t ion  f o r  the s p e c i a l  
mortgage, loan purchase program. The p r o v i s i o n s  o f  t h i s  ch ap te r  which implement 
the sp e c i a l  mortgage loan pu rchase  program s h a l l  gove :n the p o r t i o n  o f  tho 
program to  be implemented in  the F a i r b an k s  North S t a r  Borough, excep t  t h a t  the 
mortgage loans purchased w i th  the proceeds  o f  the bonds s h a l l  be secu red  by r e a l  
p rope r t y  and owner-occupied r e s i d e n c e s  l o a f e d  on ly  in  the F a i r b a n k s  North S t a r  
Borough, and s h a l l  be o r i g i n a t e d  and s e r v i c e d  by s e l l e r / s e r v i c e r s  w i t h  o r i g i ­
n a t i n g  and s e r v i c i n g  c a p a c i t y  i n  the Borough. The d e t a i l s  o f  the p o r t i o n  o f  the 
s p e c i a l  mortgage loan purchase program to  be implemented in  the Borough 
i n c l u d i n g ,  w i thou t  l i m i t a t i o n ,  the amount o f  the a p p ro p r i a t i o n  to  be used by the 
Corpora t ion i n  connec t ion  t h e r ew i t h ,  s h a l l  be f i x e d  by agreement between the 
Corpora t ion and the Borough. The agreement may be p a r t  o f  a t r u s t  i n d en tu r e  
s e c u r i n g  the bonds between tl it Borough, the Corpora t ion  ind the T r u s t e e .  ( E f f .  
6/30/80, Reg. 78; am 4/29/82, Reg. 82)
A u th o r i t y :  AS18.56.088 AS 18.56.090 AS18.56.098

J5 ACC 1 18.345. DEFINITIONS. Repealed 2/17/82.
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15 AAC 1 18.400. QUALIFIED MORTGAGE BOND PROGRAM (SPECIAL MORTGAGE LOAN PURCHASE 
PROGRAM). 15 AAC 118.400 - 15 AAC 118.450, a re  adopted to  perm i t  the
Corpora t ion  to I s s u e  q u a l i f i e d  mortgage bonds as d e s c r i b e d  under S e c t i on
l03A(c)( l) and (c)(2) ((b)(2))  o f  the I n t e r n a l  Revenue Code and the Temporary 
R e g u l a t i o n s  p u b l i s h e d  in  the Federa l .  R e g i s t e r  w i t h  r e s p e c t  t h e r e to  ( h e r e in  
c a l l e d  the "Temporary R e g u l a t i o n s " )  and t o m d e f i n e  and d e s c r i b e  mortgages 
e l i g i b l e  to be f in an ced  w i t h  the proceeds o f  q u a l i f i e d  mortgage bonds as p a r t  of  
the s p e c i a l  mortgage loan pu rchase  program o f  the Corpora t ion  ( h e r e in  c a l l e d  the 
"p rogram").  These s e c t i o n s  a re  in tended  e s t a b l i s h  p rocedu res  to ensure  
compl iance w i t h  the mortgage e l i g i b i l i t y  p r o v i s i o n s  r e f e r r e d  to  i n  the Temporary 
R e g u l a t i o n s .  ( E f f .  9/17/81, Reg. 80; am 2/17/82, Reg. 82; am 10/27/82, Reg. 84; 
am 1/26/83, Reg. 85)
A u t h o r i t y :  AS 13.56.088 AS 13.56.098

15 AAC 118.401. ELIG IB IL ITY.  Wnen a person seeks  to f-inance the purchase  of a
s i n g l e - f a m i l y  owner-occ .p ied r e s i d e n c e ,  i n c l u d i n g  a condominium, PUD p r o j e c t  u n i t  
or a d up le x ,  and t h a t  purchase  i s  e l i g i b l e  fo r  f i n a n c i n g  w i t h  proceeds from 
Q u a l i f i e d  Mortgage Bonds i s s u e d  pursuan t  to S ec t ion  103A o f  the I n t e r n a l  Revenue 
Code and 13 AAC 118.400-118.450, the person must f i n an c e  the purchase  w i th  those 
proceeds when proceeds a re  a v a i l a b l e .  Th i s  r equ i remen t  does not app ly  to 
per sons  who a r e  e l i g i b l e  to  f i n a n ce  the purchase  o f  a s i n g l e - f a m i l y  owner-
occup ied r e s i d e n c e ,  i n c l u d i n g  a condominium, PUD p r o j e c t  u n i t  o r  a dup lex  w i th  
the proceeds from a S t a t e  Guaranteed Bond i s s u e d  under the  Ve te ran s  Mortgage 
Program. ( E f f .  5/11/83, Reg. 86)
A u th o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.405. SINGLE-FAMILY RESIDENCES. A person i s  e l i g i b l e  under  the 
program fo r  a r e s i d e n t i a l  mortgage loan  which I s  e l i g i b l e  f o r  purchase by the 
Corpora t ion  under the  Act to  f i n an ce  the purchase  o f  a s i n g l e - f a m i l y ,  owner- 
occup ied r e s i d e n c e ,  i n c l u d i n g  a condominium, PUD p r o j e c t  u n i t  o r  a dup lex  ( I n  15 
AAC 118.405 - 15 AAC 118.450 c a l l e d  " r e s i d e n c e " ) .  As used in  15 AAC 118.405 -15 
AAC 118.450, " s i n g l e - f a m i l y "  owner-occupied r e s i d e n c e s "  i n c l u d e s  a dup lex  i f  one 
u n i t  of  the dup le x  i s  occup ied  by the owner o f  the dup lex  and the p r i n c i p a l  
r e s i d e n c e  w i t h i n  a r e a sonab le  t ime not exceed ing  60 d a y s ,  a f t e r  the f i n a n c i n g  I s  
p rov id ed  and w i l l  e s t a b l i s h  o th e r  p rocedu res  to  t n s u r e  t h a t  the requ i rement  I s  
met . Whether a r e s i d e n c e  i s  used as p r i n c i p a l  r e s i d en c e  w i l l  depend on a l l  the 
f a c t s  and c i rcums tance! ,  o f  each c a s e ,  i n c l u d i n g  the good f a i t h  o f  the mortgagor .  
Except  f o r  d u p l e x e s ,  a l e a i d e n c e  which can r ea sonab ly  be expecten to be used to 
a t r a d e  or b u s i n e s s ,  as an inve s tmen t  p rope r t y  , or ; ' j  a r e c r e a t i o n a l  home, w i l l  
ou t be con s id e r ed  a p r i n c i p a l  r e s i d e n c e .  The term r e s i d e n ce "  do r s  not I n c l u d e  
p rope r t y  such a s  an a p p l i a n c e ,  a p i e c e  o f  f u r . . i t u r e ,  a r a d i o ,  e t c . ,  which under 
A la ska  law i s  not a f i x t  i r e .  Land appur tenan t  to  a r e s i d ence s h a l l  be con- 
s i i l e r e d  as p a r t  of he res idence* on l y  I f  s h e i r  l a n d^ re a so na b l y - ma l n t a I n s  the 
b a s i c  l l v . i b i l l t y  o f i_ " r e s i d e n ce and does n r t p r o v l d c , o th e r  than I n c i d e n t a l l y , 
a sou rce  o f  Income t the mortgagor^ Land appur tenan t  to a r e s i d en c e  i s  not 
inc iu r ted In the d e f i n i t i o n  o f  ' r e s i d e n c e "  i f  the land may be f u r t h e r  s u b d i v i d e d  
under zon ing or  p l a t t i n g  r e g u l a t i o n s  i n  e f f e c t  a t  the t ime o f  the making o f  the 
mortgage lo an .  ( E f f .  9/17/81, Reg. 80) "u
A u th o r i t y :  AS 18.56.088 AS 18.56.098

15 AAG 118.410. OWNERSHIP REQUIREMENTS, (a) Except as p rov id ed  In  (d) o f  t h i s  
s e c t i o n ,  each o f  the mor tgagors  to  whom owner f i n a n c i n g  ( i . e . ,  f i n a n c i n g  to 
a c q u i r e  a r e s i d e n c e  under 15 AAC 118.405) i s  p rov ided  must meet the r equ i remen t s



c f  t i l l s  pa rag raph ,  k  mortgagor  meets the requ i remen t s  o f  t h i s  paragraph on l y  i f  
the mortgagor had no p re sen t  ownership i n t e r e s t  i n  a p r i n c i p a l  r e s i d e n c e  l o c a t e d  
anywhere a t  any t ime d u r i n g  the  th ree-yea r  pe r iod  p r i o r  t o  the d a t e  on which the 
mortgage i s  e xe cu t ed .  For purposes o f  the preced ing  s e n t e n c e ,  the mor tgago r ' s  
i n t e r e s t  in  the r e s i d e n c e  w i t h  r e sp e c t  to  which the f i n a n c i n g  i s  b e ing  prov ided  
s h a l l  not be taken i n t o  a ccoun t .  In  the event  the re  i s  more than one mortgagor 
w i t h  r e spec t  to  a p a r t i c u l a r  r e s i d e n c e ,  each b f  the mor tgago rs  must meet the 
th ree-yea r  r e qu i r emen t .  A person who i s  l i a b l e  under  a no te  secu red  by a
mor tgage , bu t  who does not have a p re sen t  ownership i n t e r e s t  i n  a r e s i d e n c e  
s u b j e c t  to the mor tgage ,  need not meet the th ree-yea r  r e q u i r em en t .  For example ,  
where a parent  o f  a home pu rchase r  co- s i gn s  the note f o r  a c h i l d ,  bu t  the paren t  
t a k e s  no i n t e r e s t  in  the  r e s i d e n c e ,  i t  i s  not n e c e s sa r y  t h a t  the paren t  meet the 
th re e-yea r  requ i r emen t  s i n c e  the paren t  i s  not  a- mortgagor  o f  the r e s i d e n c e .  
Examples o f  i n t e r e s t  which c o n s t i t u t e  p re sen t  ownersh ip  i n t e r e s t  a re  the
f o l l o w i n g :

(1) a fe e  s imn le  I n t e r e s t ;

(2) a j o i n t  t en an cy ,  a tenancy in  common, o r  a tenancy by th e  e n t i r e t y ;

(3) a l i f e  e s t a t e ;

(-'0 a land c o n t r a c t  ( i . e . ,  a c o n t r a c t  pu rsuan t  to  which p o s s e s s i o n  and the 
b e n e f i t s  and burdens o f  ownership a re  t r a n s f e r r e d  a l t hough  l e g a l  t i t l e  i s  not 
t r a n s f e r r e d  u n t i l  some t ime l a t e r ) ;  and

(5) an I n t e r e s t  h e ld  in  t r u s t  f o r  the mortga-or (whether  o r  not c r e a t e d  by 
the mortgagor) t h a t  would c o n s t i t u t e  a p re sen t  ownersh ip  i n t e r e s t  i f  he ld
d i r e c t l y  by the mortgagor .

( b) Examples o f  i n t e r e s t  which do not c o n s t i t u t e  p r e sen t  ownersh ip i n t e r e s t  
a r e  the f o l l o w i n g :

(1) a remainder  I n t e r e s t ;

(2) a l e a s e  w i t h  or  w i t hou t  an op t ion  to purchase ;

(3) a mere expec tancy  to inh r i t  an I n t e r e s t  in  a p r i n c i p a l  i n t e r e s t ;

(/() the I n t e r e s t  t h a t  a pu rcha se r  o f  a r e s i d en c e  a c q u i r e s  on e x e c u t i o n  o f  a
purchase  c o n t r a c t ;  and

(3) an i n t e r e s t  in o th e r  than a p r i n c i p a l  r e s i d e n c e  d u r i n g  the p r e v io u s
th r e e  y e a r s .

(c.) The Corporaton w i l l  requ I re ■ pr oof by a f f i d a v i t  o f  mor tgagors  o f  e l i g i ­
b i l i t y  and compl iance w i th  the above requ i rement  and w i l l  e s t a b l i s h  o th e r
p rocedu res  to a s c e r t a i n  e l i g i b i l i t y  and compl iance w i th  tho r e q u i r em en t s .

(d) Mor tgagor s who do not meet the q u a l i f i c a t i o n s  d e s c r i b e d  in  (a) o f  t i l l s  
s e c t i o n  a re  e l i g i b l e  under  the q u a l i f i e d  mortgage bond program.

(1) to  Clio e x t e n t  pe rm i t t e d  under S e c t i on  103A o f  the I n t e r n a l  Revenue Code, 
as amended, and any Temporary R egu l a t i o n s  w i th  r e sp e c t  t h e r e t o ;
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(2) to the e x t e n t  o f  a v a i l a b i l i t y  o f

(A) 10 pe rcen t  o f  the l e n d a b l e  proceeds o f  q u a l i f i e d  mortgage bonds i s s u e d
p r i o r  to September 3, 1982 which a re  uncommitted on t h a t  d a t e  and

(B) 10 percen t  of  the l e n d a h le  proceeds o f  q u a l i f i e d  mortgage bonds
i s s u e d  a f t e r  September 3, 1982; and

(3) pursuant  to  the p r o v i s i o n s  o f  AAC 118.417. ( E f f .  9/17/82, Reg. 80; am 
10/27/82, Reg. S ')
A u th o r i t y :  AS18.56.088 AS18.56.098

15 AAC 118.415. PURCHASE PRICE REQUIREMENTS. (a) The a c q u i s i t i o n  c o s t ,  as 
h e r e in  d e f i n e d ,  o f  each s i n g l e - f a m i l y  r e s i d e n c e  may not exceed the " s p e c i f i e d  
pe rcen t"  o f  the ave rage  a re a  purchase  p r i c e  o f  the s t a t i s t i c a l  a r e a  in  which the
r e s i d e n c e  be ing  f in anced  i s  l o c a t e d  as de te rm ined by the e x e c u t i v e  d i r e c t o r  in
accordance w i th  the Temporary R e g u l a t i o n s .  The e x e c u t i v e  d i r e c t o r  s h a l l  d e t e r ­
mine the ave rage a rea  purchase  p r i c e  s e p a r a t e l y  w i t h  r e s p e c t  to  (1) r e s i d e n c e s  
which have not been p r e v i o u s l y  o c cup ie d ,  (2) r e s i d e n c e s  which have been 
p r e v i o u s l y  o c cup ied ,  (3) one- fam i l y  r e s i d e n c e s ,  and (4) two- fam i l y  r e s i d e n c e s .  
The e x e c u t i v e  d i r e c t o r  may adopt the a ve rage  a rea  pu rchase  p r i c e  l im i t a t i o n s  
p u b l i s h e d  by the T re a su r y  Department f o r  the s t a t i s t i c a l  a rea  i n  which a r e s i ­
dence i s  l o c a t e d  which a re  r e f e r r e d  to  in  the Temporary R e g u l a t i o n s  as the "Sa fe  
Harbor R e g u l a t i o n s " .  The term " a c q u i s i t i o n  co s t "  means the c o s t  o f  a c q u i r i n g  a 
r e s i d e n c e  from the s e l l e r  as  a completed r e s i d e n t i a l  u n i t .  The d e t e rm in a t i o n  
whether  a p a r t i c u l a r  r e s i d e n c e  meets the purchase p r i c e  requ i r emen t  s h a l l  be 
made as o f  the d a te  on which the commitment to p rov ide  the f i n a n c i n g  i s  made, or 
i f  e a r l L ^ r ,  the d a t e  of  purchase  o f  the r e s i d e n c e .  The term " a c q u i s i t i o n  co s t "  
i n c l u d e s  :he f o l l o w i n g :

(A) A l l  amounts p a i d ,  e i t h e r  In cash or  in any k i n d ,  by the pu rchase r  
(o r  a r e l a t e d  p a r t y  or  fo r  the b e n e f i t  o f  the pu rchase r)  to  the s e l l e r  (o r  a 
r e l a t e d  p a r t y  or fo r  the b e n e f i t  o f  the s e l l e r )  as c o n s i d e r a t i o n  f o r  the 
r e s  i dence .

(B) I f  a r e s i d e n c e  i s  in comp le t e ,  the r e a sonab le  c o s t  o f  comp le t ing  the 
r e s i d en c e  whether or not the c o s t  o f  comp le t ing  c o n s t r u c t i o n  i s  to  be f in anced  
w i t h  bond p roceed s .  For example ,  where a mortgagor pu rchase s  a b u i l d i n g  which 
I s  so Incomplete t h a t  occupancy o f  the b u i l d i n g  I s  not p e rm i t t e d  under l o c a l  
law ,  the a c q u i s i t i o n  c o s t  i n c l u d e s  the c< s t s  o f  comp le t ing  the b u i l d i n g  so 
t h a t  occupancy o f  the b u i l d i n g  i s  p e rm i t t e d ;

(C) Where a r e s i d en c e  i s  purchased s u b j e c t  to a ground r e n t ,  the 
c a p i t a l i z e d  v a l u e  of  the ground r e n t .  Such v a l u e  s h a l l  be c a l c u l a t e d  u s i n g  a 
d i s c o u n t  r a t e  e q ua l  to  the y i e l d  on the I s s u e  o f  bonds as d e f i n e d  in  the  
Temporary Regu1 a t  I on s .

(b) The term " a c q u i s i t i o n  c o s t "  does not i n c l u d e  the f o l l o w i n g :

(1) The u s u a l  and r e a son ab le  s e t t l em e n t  or  f i n a n c i n g  c o s t s .  S e t t l emen t  
c o s t s  i n c l u d e  t i t l i n g  and t r a n s f e r  c o s t s ,  t i t l e  i n s u r a n c e ,  s u r v e y  f e e s ,  or o the r  
s im i l a r  c o s t s .  F in anc ing  c o s t s  I n c l u d e  c r e d i t  r e f e r e n c e  f e e s ,  l e g a l  f e e s ,  
a p p r a i s a l  expense s ,  " p o i n t s ” which a re  pa id  by the buye r  ( bu t  not the s e l l e r ,  
even though borne by the mortgagor th rough a h i g h e r  pu rchase  « i c e )  o r  o th e r  
c o s t s  o f  f i n a n c i n g  the r e s i d e n c e .  However, such amount w i l l  be exc luded  in
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de te rm in in g  a c q u i s i t i o n  c o s t  on l y  to  the exent  t h a t  the amounts do not exceed 
the  u s u a l  and r e a son ab le  c o s t  which would be pa id  by the  buye r  where f i n a n c i n g  
i s  not p rov ided  th rough a q u a l f i e d  mortgage bond i s s u e .  For example ,  i f  the 
pu rcha se r  a g re e s  tc pay to  the s e l l e r  more than a pro r a t a  sha re  o f  p rope r t y  
t a x e s ,  such ex c e s s  s h a l l  be t r e a t e d  as p a r t  o f  the a c q u i s i t i o n  c o s t  o f  a 
r e s I d en c e ;

(2) The v a l u e  o f  s e r v i c e s  performed by the mor tgagor  o r  members o f  the 
mo r tg ago r ' s  f am i l y  i n  comp le t ing  the r e s i d e n c e .  For purposes o f  the p re ced ing  
s en ten c e ,  the f am i l y  o f  an i n d i v i d u a l  s h a l l  i n c l u d e  on l y  the  i n d i v i d u a l ' s  
b r o t h e r s  and s i s t e r s  (whether  by the  whole or  h a l f  b lo o d ) ,  spouse ,  a n c e s t o r s ,  
and l i n e a l  d e s c e ndan t s .  For example ,  where the mortgagor b u i l d s  a home a lone  or 
w i t h  the he lp  o f  f am i l y  members, the  a c q u i s i t i o n  c o s t  i n c l u d e s  the c o s t  o f  
m a t e r i a l s  p rov id ed  and work performed by s u b- con t r a c to r s  (whe ther  or  not r e l a t e d  
to  the mortgagor) b u t  does not i n c l u d e  the imputed c o s f  o f  any l a b o r  a c t u a l l y  
performed by the mor tgagor o r  a member o f  the mor tgago r ' s  f a m i l y  i n  c o n s t r u c t i n g  
the  r e s i d e n c e .  S im i l a r l y ,  where the  mortgagor pu rchase s  an incomp le te  r e s i ­
dence ,  the a c q u i s i t i o n  c o s t  i n c l u d e s  the c o s t  o f  m a t e r i a l  and l a b o r  pa id  by the 
mor tgagor to  comple te  the r e s i d e n c e  bu t  does not i n c l u d e  the imputed v a l u e  o f  
the mor tgago r ' s  l a b o r  o r  the l a b o r  o f  the mor tgago r ' s  f am i l y  i n  comp le t ing  the 
r e s  Idence .

(3) The co s t  o f  land  which has been owned by the mor tgagor f o r  a t  l e a s t  2 
y e a r s  p r i o r  to  the d a t e  on which c o n s t r u c t i o n  o f  the r e s i d e n c e  b e g i n s .

(c) The term " s p e c i f i e d  pe rcen t"  a s  used in  t h i s  s e c t i o n  i s  the percen tage  
f i x e d  by S e c t i o n  103A o f  the I n t e r n a l  Revenue Code, as amended, and app l i e d  to 
the  ave rage  a rea  pu renase p r i c e  c a l c u l a t i o n s  as a requ i r emen t  f o r  the u se  of  
p roceeds o f  q u a l i f i e d  mortgage bonds ,  and t h a t  pe rcen tage  i s  90 pe rcen t  f o r  
q u a l i f i e d  mortgage bonds i s s u e d  p r i o r  to  September 3, 1982 and 110 pe rcen t  fo r  
q u a l i f i e d  mortgage bonds Is sued  t h e r e a f t e r .  ( E f f .  9/17/82, Reg. 80; am 
10/27/82, Reg. 34)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.417. ALLOCATION OF PROCEEDS AFTER SEPTEMBER 3, 1982. (a) Proceeds
a v a i l a b l e  to  mor tgagors who do not meet the q u a l i f i c a t i o n s  d e s c r i b e d  i n  15 AAC 
18.410(a) w i l l  be a l l o c a t e d  as f o l l o w s  and in  the f o l l o w i n g  sequence depending 
upon a v a i l a b i l i t y  o f  proceeds :

(1) to mor tgagors e l i g i b l e  f o r  r e c e i p t  o f  funds under the Co rpo ra t ion ' s
home ownersh ip  a s s i s t a n c e  program or such o the r  programs as the Corpora t ion  may 
from t ime to  t ime e s t a b l i s h  f o r  handicapped persons  and which programs are  
d e s i g n a t e d  as e l i g i b l e  he reunder  by the e x e c u t i v e  d i r e c t o r ;

(2) I f  the e x e c u t i v e  d i r e c t o r  d e te rm ine s  t h a t  mor tgagors under  the home
ownersh ip  a s s i s t a n c e  program or o th e r  programs d e s c r i b e d  in  (1; o f  t h i s  sub ­
s e c t i o n  a re  not u t i l i z i n g  proceeds in  a t im e l y  f a s h i o n ,  to  mor tgagors w i t h  a
lower  or moderate income not o th e rw i s e  e l i g i b l e  under  the q u a l i f i e d  mortgage 
loan program, the home owner sh ip  a s s i s t a n c e  program, o r  the o th e r  programs 
d e s c r i b e d  in ( l )  o f  t h i s  s u b s e c t i o n ;

(3) i f  the e x e c u t i v e  d i r e c t o r  de te rm ines  t h a t  proceeds a re  not be ing
u t i l i z e d  in  a t im e l y  f a s h i o n  f o r  mor tgagors e l i g i b l e  under  (1) and (2) o f  t h i s  
s u b s e c t i o n ,  to  any o th e r  mor tgagor .
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(h) Mor tgagors who a re  e l i g i b l e  fo r  funds  under the home ownersh ip  a s s i s t a n c e  
program and who would meet the q u a l i f i c a t i o n s  f o r  the q u a l i f i e d  mortgage bond 
program d e s c r i b e d  i n  15 AAC 118.410(a) must app ly  f o r  f i n a n c i n g  under  q u a l i f i e d  
mortgage bond program procedu re s  p r e s c r i o e d  by the Corpora t ion  and may not app ly  
th rough the home ownersh ip a s s i s t a n c e  program fo r  proceeds made a v a i l a b l e  under
(a)(1) o f  t h i s  s e c t i o n .

(c)  S ub j e c t  to the p r i o r i t i e s  s e t  f o r t h  i n  (a) o f  t h i s  s e c t i o n ,  the e x e c u t i v e  
d i r e c t o r  may p r e s c r i b e  r u l e s  f o r  the a v a i l a b i l i t y  and a l l o c a t i o n  o f  proceeds 
a v a i l a b l e  f o r  mor tgagors who become e l i g i b l e  f o r  f i n a n c i n g  under  the q u a l i f i e d  
mortgage bond program by o p e r a t i o n  o f  15 AAC 118.410(d) and t h i s  s e c t i o n .

(d) The e x e c u t i v e  d i r e c t o r  may p r e s c r i b e  r u l e s  f o r  the  a l l o c a t i o n  o f  proceeds 
f rom q u a l i f i e d  mortgage bonds s u b j e c t  to  d i f f e r e n t  computa t ions  f o r  the 
" s p e c i f i e d  p e r cen t "  o f  the a ve rage  a r e a  purchase  p r i c e * a s  s e t  f o r t h  i n  15 AAC 
118.415(c). ( E f f .  10/27/82, Reg. 84)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.420. QUALIFIED HOMF. IMPROVEMENT LOANS. A person i s  e l i g i b l e  under 
the program f o r  a q u a l i f i e d  home Improvement loan as p ro v id ed  i n  t h i s  s e c t i o n .

(1) The term " q u a l i f i e d  home improvement l o a n ” means a mortgage loan  in  an 
amount which does not exceed $15,000 w i t h  r e sp e c t  to  any r e s i d e n c e  which 
f i n a n c e s  a l t e r a t i o n s ,  r e p a i r s ,  and improvements on, or  I n  connec t ion  w i t h ,  an 
e x i s t i n g  s i n g l e - f a m i l y ,  owner-occupied r e s i d e n c e  by the owner t h e r e o f ,  bu t  o n l y  
i f  such i tems s u b s t a n t i a l l y  p r o t e c t  o r  improve the b a s i c  l i v a b i l i t y  or  energy 
e f f i c i e n c y  o f  the r e s i d e n c e .

(2) A l t e r a t i o n s ,  r e p a i r s ,  o r  improvements t h a t  s a t i s f y  the requ i remen t  o f  
s u b d i v i s i o n  (1) i n c l u d e  the r e no va t io n  o f  p lumbing o r  e l e c t r i c  s y s t em s ,  the 
i n s t a l l a t i o n  o f  improved h e a t i n g  o r  a i r  c o n d i t i o n i n g  s y s t em s ,  the a d d i t i o n  o f  
l i v i n g  space ,  o r  the r eno va t ion  o f  a k i t c h e n  a r e a .  I t ems t h a t  w i l l  not  be 
co n s i d e r e d  to  s u b s t a n t i a l l y  p r o t e c t  or improve the b a s i c  l i v a b i l i t y  o f  the r e s i ­
dence I n c l u d e  swimming p o o l s ,  t e n n i s  c o u r t s ,  s auna s ,  o r  o th e r  r e c r e a t i o n a l  o r  
e n te r t a inm en t  f a c i l i t i e s .

O )  \  q u a l i f i e d  home improvement loar . may be made to  a borrower f o r  a r e s i ­
dence fo r  which one or more q u a l i f i e d  home improvement lo an s  p r e v i o u s l y  have 
been p ro v id e d ,  whether or not by the same l e n d e r  p rov ided  t h a t :

(A) the p r i o r  loan or  lo an s  have been r epa id ;  and

(15) i f  any person who had a p r e sen t  ownership i n t e r e s t  in  such r e s i d e n c e  
a t  the t ime the p r e v i o u s  q u a l i f i e d  home improvement loan  or  loan s  were made 
has a p re sen t  ownersh ip i n t e r e s t  i n  the r e s i d en ce  a t  the t ime the sub sequen t  
q u a l i f i e d  home Improvement lo an  i s  made, then the a l l o w a b l e  amount o f  the 
sub sequen t  q u a l i f i e d  home improvement loan  s h a l l  be reduced by the amount,  a t  
o r i g i n a t i o n ,  o f  any p r e v io u s  q u a l i f i e d  home improvement l o a n ,  so t h a t  the sum 
o f  such loan s  does not exceed $15,000. (F . f f .  9/17/81, Reg. 80; am ?./17/82, 
Reg. 82)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.425. QUALIFIED REHABILITATION LOAN. A person i s  e l i g i b l e  under  the 
program f o r  a Q u a l i f i e d  R e h a b i l i t a t i o n  Loan as prov ided  i n  t h i s  s e c t ion-
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(1) The term " q u a l i f i e d  r e h a b i l i t a t i o n  loan" means any owner f i n a n c i n g  pro­
v i d e d  i n  connec t ion  w i th  -

(A) A q u a l i f i e d  r e h a b i l i t a t i o n ;  or

( B) The a c q u i s i t i o n  o f  a r e s i d e n c e  w i t h  r e sp e c t  to which t h e r e  has been 
a q u a l i f i e d  r e h a b i l i t a t i o n ,

bu t  on l y  i f  the mortgagor to  whom such f i n a n c i n g  i s  p ro v id ed  i s  t h e  f i r s t  
r e s i d e n t  o f  the r e s i d e n c e  a f t e r  comp le t ion  o f  the r e h a b i l i t a - t i o n .  Where 
t h e r e  a re  two o r  more mor tgagors o f  a r e h a b i l i t a t i o n  l o a n ,  the  f i r s t  r e s i d e n c y  
requ i remen t  i s  met i f  any o f  the  mor tgagors meets the f i r s t  r e s i d e n c y  
requ i r emen t .

(2) The term " q u a l i f i e d  r e h a b i l i t a t i o n "  means any r e h a b i l i t a t i o n  o f  a r e s i ­
dence i f

(A) t h e r e  i s  a pe r iod  o f  a t  l e a s t  20 y e a r s  between the d a t e  on uh i c h  the 
b u i l d i n g  was f i r s t  used and the d a t e  on which p h y s i c a l  work on such r e h a b i l i ­
t a t i o n  b eg in s ;

(B) 75 pe rcen t  o r  more o f  the e x i s t i n g  e x t e r n a l  waj.xs o f  such b u i l d i n g
a re  r e t a i n e d  in  p l a ce  as e x t e r n a l  w a l l s  i n  the r e h a b i l i t a t i o n  p ro ce s s ;  and

(C) the  e xp en d i t u r e s  f o r  such r e h a b i l i t a t i o n  a re  25 pe rcen t  or  more o f  
the  mo r tg ago r ' s  a d j u s t e d  b a s i s  i n  the r e s i d en c e  ( i n c l u d i n g  the  land  on which 
the r e s i d e n c e  i s  l o c a t e d ) .

/ (3) For pu rposes o f  (1)(A) and (B) ,  the r u l e s  a p p l i c a b l e  to  the in ve s tmen t
t ax  c r e d i t  f o r  q u a l i f i e d  r e h a b i l i t a t e d  b u i l d i n g s  under s e c t i o n  48(g)(1)(A)( i i i )  
and ( B) o f  the I n t e r n a l  Revenue Code s h a l l  a p p l y .  However, u n l i k e  s e c t i o n  
48(g ) ( I ) ( B), once a b u i l d i n g  meets the 20-year t e s t ,  more than one r e h a b i l i t a ­
t i o n  o f  t h a t  b u i l d i n g  w i t h i n  a 20-year pe r iod  may q u a l i f y  as  a q u a l i f i e d  
rehab 111 t a t  ion.

(A) The a d j u s t e d  b a s i s  to  the mortgagor i s  the mo r tg ago r ' s  a d j u s t e d  b a s i s  
f o r  purposes o f  d e te rm in in g  g a in  o r  l o s s  on the s a l e  or  exchange o f  a c a p i t a l  
a s s e t  (a s  d e f i n e d  i n  S e c t io n  1221 o f  the I n t e r n a l  Ravenue Code). The 
mor tgago r ' s  a d j u s t e d  b a s i s  s h a l l  be de te rm ined  as  o f  the d a t e  o f  comp le t ion  o f  
the r e h a b i l i t a t i o n ,  o r ,  i f  l a t e r ,  the d a t e  the mortgagor a c q u i r e s  the r e s i d e n c e ,  
i . e . ,  the d a t e  on which the mor tgagor i n c l u d e s  in  b a s i s  any amounts expended fo r  
r e h a b i l i t a t i o n  t h a t  a re  expended f o r  c a p i t a l  a s s e t s .

(5) The amount expended by the mortgagor  f o r  r e h a b i l i t a t i o n  i n c l u d e  a l l  
amounts expended f o r  r e h a b i l i t a t i o n  r e g a r d l e s s  o f  whether the amounts expended 
were f in an ced  from the proceeds o f  the loan o r  from o th e r  s o u r c e s ,  and 
r e g a r d l e s s  o f  whether  the e xp end i t u r e  i s  c a p i t a l  e x p e n d i t u r e ,  so long as the 
e xp end i t u r e  I s  made d u r i n g  the r e h a b i l i t a t i o n  o f  the r e s i d e n c e  and i s  r e a sonab l y  
r e l a t e d  to  the r e h a b i l i t a t i o n  o f  the r e s i d e n c e .  The v a l u e  o f  s e r v i c e s  performed 
by the  mortgagor  or  members o f  the mor tgago r ' s  f am i l y  (a s  used in  13 AAC 118.A 15) 
i n  r e h a b i l i t a t i n g  the r e s i d en c e  w i l l  not be i n c l u d e d  i n  d e te rm in in g  the 
r e h a b i l i t a t i o n  e xp en d i t u r e s  f o r  purposes o f  the 25 percen t  t e s t .
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(6) Where a mortgagor purchases  a r e s i d e n c e  t h a t  has been s u b s t a n t i a l l y
r e h a b i l i t a t e d ,  the 25 percen t  t e s t  i s  de te rm ined by comparing the  t o t a l  expen­
d i t u r e s  made by the s e l l e r  f o r  the r e h a b i l i t a t i o n  o f  the r e s i d e n c e  w i t h  the
a c q u i s i t i o n  c o s t  o f  the r e s i d en c e  to  the mor tgagor .  T' ? t o t a l  e xp en d i t u r e s  made 
by the s e l l e r  f o r  r e h a b i l i t a t i o n  do not i n c l u d e  the c o s t  o f  a c q u i r i n g  the 
b u iL d in g  or  land bu t  do i n c l u d e  a l l  amounts d i r e c t l y  expended by the s e l l e r  i n  
r e h a b t l i t a i n g  the b u i l d i n g  ( e x c l u d i n g  overhead and o t h e r  i n d i r e c t  c h a rg e s ) .  
( E f f .  9/17/81, Reg. 80)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.430. QUALIFIED MORTGAGE LOANS. (a) F i r s t  l i e n  mortgage lo an s  may 
be purchased under  15 AAC 118.400 - 15 AAC 118.450 o n l y  i f  made to  per sons who
d i d  not  have a mortgage (whe ther  or not pa id  o f f )  on the r e s i d e n c e  s e c u r i n g  the
mortgage note a t  any t ime p r i o r  to  the e x e c u t i o n  o f  the mor tgage .  For purposes 
o f  t h i s  s e c t i o n ,  the rep lacement  o f  -

(1) c o n s t r u c t i o n  per iod  l o an s ;

(2) b r i d g e  lo an s  or s im i l a r  temporary i n i t i a l  f i n a n c i n g ;  and

(3) in  the case  o f  a q u a l i f i e d  r e h a b i l i t a t i o n ,  an e x i s t i  g mortgage ,

s h a l l  not be t r e a t e d  as the a c q u i s i t i o n  or  rep .acement o f  any e x i s t i n g  mor tgage . 
G e n e r a l l y ,  temporary i n i t i a l  f i n a n c i n g  i s  any f i n a n c i n g  which has a term o f  24 
months or  l e s s .

(b) Second l i e n  mortgage loan s  may be purchased under 15 AAC 118.400 - 15 AAC
118.450 to  e x t e n t  such lo an s  a re  a l l o w a b l e  under  a p p l i c a b l e  F ed e r a l  law and
comply w i t h  the p r o v i s i o n s  o f  15 AAC 118.420 and 15 AAC 118.425. ( E f f .  9/17/81,
Reg. 80; am 2/17/82, Reg. 82)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.440. LOAN TERMS. Repealed 2/17/82.

AAC 118.450. PURCHASE OF QUALIFIED MORTGAGE LOANS FROM SELLER/SERVICER. In 
•(tui t ion to  the terms and c o n d i t i o n s  f i x e d  by S ec t ion  250 f o r  the purchase  of  
mortgage loans  from the o r i g i n a t i n g  mortgage l e n d e r  ( " s e l l e r / s e r v i c e r ' ' ) ,  the 
s a l e s  and s e r v i c i n g  agreement between s e l l e r / s e r v i c e r  and the Corpora t ion  and
the s e l l e r / s e r v i c e r  g u id e  w i l l  p ro v id e  f o r  r e a sonab le  p e r i o d i c  I n s p e c t i o n  by,
and o th e r  r e a sonab le  p ro cedu re s ,  I n c l u d i n g  r e a sonab le  i n v e s t i g a t i o n s  by the 
s e l l e r / s e r v i c e r  to a s s u r e  t h a t  the mortgage loan s  purchased comply w i t h  the 
requ i rement  o f  the Temporary R e g u l a t i o n s .  The s a l e s  and s e r v i c i n g  agreement 
s h a l l  c o n ta in  covenan t s  by the s e l l e r / s e r v i c e r  d e s i gned  to  a s s u r e  compl iance 
w i t h  the Temporary R e g u l a t i o n s .  ( E f f .  9/17/81, Reg. 80; am 2/17/82, Reg. 82) 
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.490 QUALIFIED VETERANS' MORTGAGE BOND PROGRAM (SPECIAL MORTGAGE 
LOAN PURCHASE PROGRAM). (a) 15 AAC 1 18.490 - 15 AAC 116.580 are adopted to
permit  the Corpora t ion  to  i s s u e  q u a l i f i e d  mortgage bonds as d e s c r i b e d  under 
S e c t ion  103A(c)(3) o f  the In t e rn a l .  Revenue Code and the Temporary R eg u l a t i o n s  
p u b l i s h e d  in  the F ede ra l  R e g i s t e r  w i t h  r e sp e c t  t h e r e t o  ( h e r e in  c a l l e d  the 
"Temporary R e g u l a t i o n s " )  and to  d e f i n e  and d e s c r i b e  mor tgages e l i g i b l e  to  be 
f in anced  w i th  the proceeds o f  q u a l i f i e d  v e t e r a n s '  mortgage bonds as p a r t  o f  the
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s p e c i a l  mortgage loan purchase program o f  the Corpora t ion ( h e r e in  c a l l e d  the 
"program” ) .  These s e c t i o n s  a re  in tended  to  e s t a b l i s h  p rocedu re s  to  ensure  
compl iance w i th  the mortgage e l i g i b i l i t y  p r o v i s i o n s  r e f e r r e d  to  in  the Temporary 
R i igu lat  i on s .

( b) A person i s  e l i g i b l e  under  the  program f o r  a r e s i d e n t i a l  mortgage loan 
which i s  e l i g i b l e  f o r  purchase by the Corpora t ion  under the  a c t  i f

(1) the person i s  a q u a l i f i e d  v e t e r a n  as d e s c r i b e d  in  15 AAC 118.500 - 15 ACC 
118.580;

(2) the r e s i d e n t i a l  mortgage loan  w i l l  f in ance  a s i n g l e - f a m i l y , owner- 
occup ied  r e s i d e n c e  as the term " s i n g l e - f a m i l y ,  owner-occupied r e s i d e n c e "  i s  used 
and d e s c r i b e d  in  15 AAC 118.405. ( E f f .  1/26/83, Reg. 85)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.492. QUALIFIED -ETERANS1 MORTGAGE LOANS, (a) F i s t  l i e n  mortgage
lo an s  may be purchased under 15 AAC 1 18.490 - 15 AAC 118.580 on l y  i f  made to
persons who d id  not have a mortgage (whe ther  or  not pa id  o f f )  on the r e s i d en c e  
s e c u r i n g  the mortgage no te  a t  any t ime p r i o r  to  the e x e c u t i o n  o f  the mortgage . 
For purposes o f  t h i s  s e c t i o n ,  the rep lacement  of

(1) c o n s t r u c t i o n  per iod  loan s ;

(2) b r i d g e  loan s  or s im i l a r  temporary i n i t i a l  f i n a n c i n g ;  and

(3) in the  case  o f  a q u a l i f i e d  r e h a b i l i t a t i o n ,  and e x i s t i n g  mortgage ,

s h a l l  not be t r e a t e d  as the a c q u i s i t i o n  or  replacement o f  an e x i s t i n g  mortgage . 
G e n e r a l l y ,  temporary i n i t i a l  f i n a n c i n g  i s  any f i n a n c i n g  which has a term o f  24 
months or  l e s s .

(b) Second l i e u  mortgage loan s  may be purchased under 15 AAC 118.490 - 15 AAC 
118.580 to  the e x t e n t  such loans a re  a l l o w a b l e  under a p p l i c a b l e  f e d e r a l  law and 
comply w i t h  the p r o v i s i o n s  o f  15 AAC 118.420 and 15 AAC 118.425. ( E f f .  1/26/83, 
Reg. 85)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.494. PURCHASE OF QUALIFIER VETERANS' MORTGAGE LOANS FROM SELLER/ 
SERVICERS. In a d d i t i o n  to the terms and c o n d i t i o n s  f i x e d  by 15 AAC 118.260 fo r  
the  purchase of  mortgage loan s  from the o r i g i n a t i n g  mortgage l e n d e r  ( " s e l l e r /  
s e r v i c e r " ) ,  the s a l e s  and s e r v i c i n g  agreement between s e l l e r / s e r v i c e r  and the
Corpora t ion  and the s e l l e r / s e r v i c e r  g u i d e  w iL l  p rov ide  f o r  r e a sonab le  p e r i o d i c
i n s p e c t i o n  by ,  and o th e r  r ea sonab le  p ro cedu re s ,  i n c l u d i n g  r e a sonab le  i n v e s t i g a ­
t i o n s  by the s e l l e r / s e r v l e e r  to a s s u r e  t h a t  the mortgage l o a n s  p rchased comply 
w i t h  the Temporary R e g u l a t i o n s .  The s a l e s  and s e r v i c i n g  agreement s h a l l  c o n t a in  
covenan t s  by the s e l l e r / s e r v i c e r  de s igned  to a s s u r e  compl iance w i th  the 
Temporary R e g u l a t i o n s .  ( E f f .  1/26/83, Reg. 85)
A u t h o r i t y :  AS 18.56.088 AS 18.56.098

15 AAC 118.500. VETERANS. As p rov ided  in  s e c .  7, Ch. 35 SLA 1982, " q u a l i f y i n g  
v e t e r a n " ,  f o r  the purposes o f  the S t a t e  Guaranteed Ve te ran s '  Home Mortgage 
Program, has the meaning prov ided f o r  the term " q u a l i f i e d  v e t e r a n "  under the



f  Mortgage Subs idy Bond Tax Act o f  1980 (94 S t a t .  2660 - 2680). Temporary regu la-
tons o f  the I n t e r n a l  Revenu S e r v i c e  (Sec . 6a.103A-3(c), as p u b l i s h e d  i n  the 

' o r a l  R e g i s ’ V o l .  46, no. 126, Wednesday, J u l y  1, 1981, page 34324) have
■ Lamented t Mortgage Sub s id y  Bond Tax Act by d e f i n i n g  " v e t e r a n "  to  have the 
u ing provide. ,  in  38 U.S .C . 101(2). There i s  no d e f i n i t i o n  o f  " q u a l i f i e d  

re ran"  under the Mortgage Sub s id y  Bond Tax Act o r  the r e g u l a t i o n s  adopted 
under t h a t  A c t .  The c o rp o ra t i o n  w i l l  a ccep t  as a " q u a l i f i e d  v e t e r a n "  a person 
who meets the d e f i n i t i o n  o f  " v e t e r a n "  as e s t a b l i s h e d  i n  the  temporary r e g u l a ­
t i o n s  o f  the I n t e r n a l  Revenue S e r v i c e  d e s c r i b e d  above.  The p r o v i s i o n  o f  15 AAC 
118.500 - 15 AAC 118.580 a re  in tended  to  i n t e r p r e t  and c l a r i f y  the temporary 
r e g u l a t i o n s .  However, Sec. 7, Ch. 35, SLA 1982, i n c o r p o r a t e s  by r e f e r e n c e  
f u t u r e  amendments to  the d e f i n i t i o n  o f  " q u a l i f i e d  v e t e r a n "  under  the Mortgage 
Subs idy  Bond Tax Ac t .  The re fo re  to the e x t e n t  t h a t  the temporary  r e g u l a t i o n  o f  
the I n t e r n a l  Revenue S e r v i c e  r e f e r r e d  to  above i s  amended o r  r ep l a ce d  by another  
r e g u l a t i o n ,  the p r o v i s i o n s  o f  the l a t e r  amendment or rep lacement p r e v a i l  ove r  
c o n t r a r y  p r o v i s i o n  in  15 ACC 118.510 - 15 AAC 118.580. ( E f f .  1/26/83, Reg. 85) 
A u t h o r i t y :  Sec. 7, Ch. 35 SLA 1982

AS 18.56.050 AS 18.56.088 AS 18.56.090

15 AAC 118.510 DUTY IN ARMED FORCES, (a) A person i s  a q u a l i f i e d  v e t e r a n  fo r  
pu rposes o f  the s t a t e  gua ran teed  v e t e r a n s '  home mortgage program i f  the person 
s a t i s f i e s  the r equ i r emen t s  o f  (b) o f  t h i s  s e c t i o n  and i f

(1) the person has se r ved  on f u l l - t im e  c'uty ,  o th e r  than f o r  t r a i n i n g ,  in  the 
Un i ted  S t a t e s  Army, Navy, Marine Corps ,  , \ i  r Fo rce ,  o r  Coast Guard o r  in  a 
r e s e r v e  component o f  the Uni ted  S t a t e s  \rmy, Navy, Marine Corps ,  A i r  Fo rce ,  or 
Coast Guard;

(2) s u b j e c t  to  (c) o f  t h i s  s e c t i o n ,  tin* person has se r v e d  on f u l l - t im e  d u t y  
f o r  t r a i n i n g  purposes In a r e s e r v e  component o f  the Un i ted  S t a t e s  Army, Navy, 
Mar ine Corps ,  A i r  Fo rce ,  o r  Coast Guard and was d i s a b l e d  from a d i s e a s e  or  
I n j u r y  i n c u r r e d  or agg ra va ted  i n  the l i n e  o f  t h a t  du ty ;  or

(3) s u b j e c t  to (d) o f  t h i s  s e c t i o n ,  the person was d i s a b l e d  from a d i s e a s e  or 
I n j u r y  in c u r r e d  or  agg ra va ted  i n  the l i n e  o f  d u t y  as a member o f  a r e s e r v e  
component of the Uni ted S t a t e s  Army, Navy, Marine Corps ,  A i r  Force  or  Coast 
Guard i f

(A) the  d u t y  was o th e r  than f u l l - t im e  d u t y  and was p r e s c r i b e d  f o r  the 
r e s e r v e  component o f  which the person was a member by the app ro p r i a t e  Uni ted 
S t a t e s  S e c r e t a r y  under 37 U.S.C . 206 o r  ano the r  law; or

(B) the d u t y  was p a r t  o f  s p e c i a l  a d d i t i o n a l  d u t i e s  a u th o r i z e d  f o r  the 
r e s e r v e  component o f  which the person was a uember by an a u t h o r i t y  d e s i g n a t e d  
by the app rop r i a t e  Un i ted  S t a t e s  S e c r e t a r y  and was performed by the person on 
a v o l u n t a r y  b a s i s  in  connec t ion  w i t h  the p r e s c r i b e d  t r a i n i n g  o r  maintenance 
a c t i v i t i e s  o f  the r e s e r v e  component to which the person was a s s i g n e d .

(b) in a d d i t i o n  to  the r equ i r emen t s  o f  (a) o f  t h i s  s e c t i o n ,  a person i s  a 
q u a l i f i e d  v e t e r a n  f o r  purposes o f  the s t a t e  gunran tee r  e t e r a n s '  home mortgage 
program i f  the person

(1) has r e t i r e d  or been d i s c h a r g e d  or r e l e a s e d  from the d u t y  d e s c r i b e d  in  (a) 
o f  t h i s  s e c t i o n  under  c o n d i t i o n s  o th e r  than d i s h o n o r a b l e ;  o r



(2) has not r e t i r e d  or  been d i s c h a r g e d  o r  r e l e a s e d  from d u t y  d e s c r i b e d  in  (a) 
o f  t h i s  s e c t i o n  but

(A) has completed h i s  or  he r  i n i t i a l  pe r iod  o f  d u ty ;  and

( B) would have been e n t i t l e d  to  a d i s c h a r g e  or r e l e a s e  under  c o n d i t i o n s
o th e r  than d i s h o n o r a b l e  a t  the end o f  h i s  o r  he r  i n i t i a l  p e r io d  o f  d u t y .

(c) A person i s  not a q u a l i f i e d  v e t e r a n  under  (a)(2) o f t  i s  s e c t i o n  i f  the
d u t y  se rved  hy the person was as a temporary member o f  the Coast Guard Rese rve .

(d) A person i s  not a q u a l i f i e d  v e t e r a n  under  (a)(3) o f t  h i s  s e c t i o n  i f  the
d u t y  se rved  by the person c o n s i s t e d  o f

(1) work or  s t u d y  performed i n  connec t ion  w i t h  co rrespondence cou r se s ;

(2) a t t endance  a t  an e d u c a t i o n a l  i n s t i t u t i o n  i n  an i n a c t i v e  s t a t u s ;  or

('.') d u t y  performed as a temporary member o f  the Coast Guard Rese r ve .  ( E f f .  
1/26/33, Reg. 3:)
A u t h o r i t y :  Sec. 7, Ch. 35, SLA 1982

AS 18.56.050 AS 18.56.088 AS 18.56.090

15 AAC 118.520. DUTY IN PUBLIC HEALTH SERVICE, (a) A person i s  a q u a l i f i e d  
v e t e r a n  fo r  purposes o f  the s t a t e  gua ran teed  v e t e r a n s '  home mortgage program i f  
the  person s a t i s f i e s  the r equ i r emen t s  o f  15 AAC 118.510(b) w i t h  rega rd  to  the 
d u t y  d e s c r i b e d  i n  t h i s  s e c t i o n  and i f

(1) the person has se r ved  on f u l l - t im e  d u t y ,  o th e r  than f o r  t r a i n i n g  pur­
po se s ,  as a commiss ioned o f f i c e r  o f  the P u b l i c  Hea l th  S e r v i c e ,  or  o f  the Reserve 
Corps o f  the P u b l i c  Hea l th  S e r v i c e ,  a f t e r  J u l y  28, 1945, o r ,  i f  the d u t y
o c cu r red  be fo re  J u l y  29, 1945, under c i r c um s tan ce s  a f f o r d i n g  e n t i t l em e n t  to f u l l  
m i l i t a r y  b e n e f i t s ;

(2) the person has se r ved  on f u l l - t im e  d u t y  f o r  t r a i n i n g  purposes as a 
commiss ioned o f f i c e r  o f  the Reserve Corps o f  the P u b l i c  Hea l th  S e r v i c e  a t  the 
t imes  and under  the c i r c um s t a n c e s  r e q u i r e d  by (1) o f  t h i s  s u b s e c t i o n  and the 
person was d i s a b l e d  from a d i s e a s e  or i n j u r y  I n c u r r e d  o r  agg ra va te d  in  the l i n e  
o f  t h a t  d u t y ;  or

(3) s u b j e c t  to  the l i m i t a t i o n s  in  15 AAC 118.510(d), the person was d i s a b l e d  
from a d i s e a s e  or  I n j u r y  i n c u r r e d  o r  agg ra va ted  in  the l i n e  o f  d u t y  as a com­
m is s ioned  o f f i c e r  o f  the Rese rve  Corps o f  the P u b l i c  Hea l th  S e r v i c e  under the 
c i r c um s tan ce s  d e s c r i b e d  in  15 AAC 118.510(a)(3)(A) and (B).

(b) For the purposes o f  (a) o f  t h i s  s e c t i o n ,  the co rp o r a t i o n  w i l l ,  i n  iti- 
d i s c r e t i o n ,  seek the a s s i s t a n c e  o f  the Ve te ran s '  A dm in i s t r a t i o n  i n  d e te rm in ing  
whe ther  an i n d i v i d u a l ' s  s e r v i c e  b e fo re  J u l y  29, 1945, in  the P u b l i c  Hea l th
S e r v i c e  was under  c i r c um s tan c e s  a f f o r d i n g  e n t i t l em e n t  to f u l l  m i l i t a r y  b e n e f i t s .  
( E f f .  1/26/33, Reg. 85)
A u t h o r i t y :  Sec. 7, Ch. 35, SLA 1982

AS 18.56.050 AS 18.56.088 AS 18.56.090



15 AAC 118.530. DUTY IN NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION OR IN 
COAST AND GEODETIC SURVEY. A person i s  a q u a l i f i e d  v e t e r a n  f o r  purposes o f  the
s t a t e  gua ran teed  v e t e r a n s '  home mortgage program i f

(1) the person has s e r v ed  on f u l l - t im e  d u t y  as a commiss ioned o f f i c e r  o f  the
N a t io n a l  Oceanic and Atmospher i c A dm in i s t r a t i o n  o r  o f  the Coast and Geode t ic
Survey

(A) a f t e r  J u l y  28, 1945; or

(B) b e fo re  J u l y  29, 1945, i f

( i i )  the person was on t r a n s f e r  to  the Uni ted S t a t e s  Army, Navy, Mar ine 
Corps,  A i r  Fo rce ,  o r  Coast Guard;

( i i )  d u r i n g  t ime o f  war or  n a t i o n a l  emergency d e c l a r e d  by the P r e s i d e n t ,  
the person was a s s i g n ed  to  d u t y  on a p r o j e c t  f o r  the Un i t ed  S t a t e s  Army, 
Navy, Mar ine Corps ,  A i r  Fo rce ,  o r  Coast Guard i n  an a r e a  de te rm ined  by 
the S e c r e t a r y  o f  Defense to  be o f  immediate m i l i t a r y  haza rd ;  or

( i l l )  the person se r v ed  c o n t i n u o u s l y  i n  the P h i l i p p i n e  I s l a n d s  from 
December 7, 1941, to  J u l y  28, 1945; and

(2) the person s a t i s f i e s  the r equ i r emen t s  o f  15 AAC 118.510(b) w i t h  r e sp e c t  
t o  the d u t y  d e s c r i b e d  in  (1) o f  t h i s  s e c t i o n .  ( E f f .  1/26/83, Reg. 85)
A u t h o r i t y :  Sec. 7, Ch. 35, SLA 1982

AS 18.56.050 AS 18.56.088 AS 18.56.090

15 AAC 118.540. DUTY IN UNITED STATES MILITARY, AIR FORCE, COAST GUARD, OR 
NAVAL ACADEMY. A person i s  a q u a l i f i e d  v e t e r an  f o r  purposes o f  the s t a t e  
gua ran teed  v e t e r a n s '  home mortgage program i f

(1) the parson has se r v ed  as  a cade t  a t  the Uni ted  S t a t e s  M i l i t a r y ,  A i r  
Force ,  or Coast Guard Academy or as a midshipman a t  the Un i ted  S t a t e s  Naval  
Academy; and

(2) the person s a t i s f i e s  the r equ i r emen t s  o f  15 AAC 118.510(b) w i t h  r e sp e c t  
to  the d u t y  d e s c r i b e d  in (1) o f  t h i s  s e c t i o n .  ( E f f .  1/26/83, Reg. 85)
A u t h o r i t y :  Sec. 7, Ch. 35, SLA 1982 ’

AS 18.56.050 AS 18.56.088 AS 18.56.090

15 AAC 118.550. DUTY IN ALASKA NATIONAL GUARD OR AIR NATIONAL GUARD. A person 
i s  a q u a l i f i e d  v e t e r a n  f o r  purposes o f  the s t a t e  gua ran teed  v e t e r a n s '  home 
mortgage program i f

(1) the person has se r v ed  in  the A la ska  N a t io n a l  Guard nr A i r  N a t io n a l  Guard
under 32 U.S.C . 316, 502, 503, 504, or  505 (o r  a p r i o r  co r re spond ing  p r o v i s i o n
o f  law);

(2) the person was d i s a b l e d  from a d i s e a s e  or  i n j u r y  i n c u r r e d  or  agg ra va ted  
i n  the l i n e  o f  t h a t  d u t y ;  and



(3) the person s a t i s f i e s  the re qu i r emen t s  o f  15 AAC 118.510(b) w i t h  r e sp e c t  
to  the d u t y  d e s c r i b e d  i n  (1) o f  t h i s  s e c t i o n .  ( E f f .  1/26/83, Reg. 85)
A u t h o r i t y :  Sec. 7, Ch. 35, SLA 1982

AS 18.56.050 AS 18.56.088 AS 18.56.090

15 AAC 118.560. TRAVEL TO OR FROM DUTY. For the purpu-.es o f  15 AAC 118.510 - 
115 AAC 118.550, "d u ty "  or  " s e r v i c e "  i n c l u d e s  a u th o r i z e d  t r a v e l  to  and from the 
d u t y  o r  s e r v i c e .  ( E f f .  1/26/83, Reg. 85}
A u t h o r i t y :  Sec. 7, Ch. 35, SLA 1982

AS 18.56.050 AS 18.56.088 AS 18.56.090

15 AAC 118.570. SPOUSES. A spouse o f  a q u a l i f i e d  v e t e r a n  i s  no t  a q u a l i f i e d
v e t e r a n  f o r  purposes o f  the s t a t e  gua ran teed  v e t e r a n s '  home mortgage program 
u n l e s s  the spouse a l s o  q u a l i f i e s  under  15 AAC 118.510 - 15 AAC 118.550.
However, i f  the r e s i d e n c e  f o r  which a lo an  i s  sought  i s  to  be owned by a husband 
and w i f e  as j o i n t  t e n a n t s  and one spouse i s  a q u a l i f i e d  v e t e r a n  f o r  pu rposes o f  
the  s t a t e  g ua ran teed  v e t e r a n s '  home mortgage program, the Corpora t ion  w i l l  
c o n s i d e r  both spouses a s  q u a l i f i e d  v e t e r a n s  w i t h  r ega rd  to  t h a t  lo an .  ( E f f .  
1/26/83, Reg. 85)
A u t h o r i t y :  Sec. 7, Ch. 35, SLA 1982

AS 18.56.050 AS 18.56.088 AS 18.56.090

15 AAC 118.580. EVIDENCE OF QUALIFICATIONS. (a) The co rp o ra t i o n  may a c c ep t ,  
a s  e v i d en ce  o f  the s a t i s f a c t o r y  f u l f i l l m e n t  o f  the re qu i r emen t s  o f  15 AAC 
118.510(b)(1), an o f f i c i a l  document o f  the app rop r i a t e  f e d e r a l  agency i n d i c a t i n g  
t h a t  the i n d i v i d u a l  has r e c e i v e d  an honorab le  o r  g en e ra l  d i s c h a r g e .  I f  the 
i n d i v i d u a l  has r e c e i v e d  a d i s c h a r g e  or r e l e a s e  o th e r  than honorab le  or  g e n e r a l ,  
the  Corpora t ion  may r e q u i r e  a d d i t l o n a  e v i d ence  to demons t ra te  t h a t  the 
d i s c h a r g e  or r e l e a s e  was under  c o n d i t i o n s  o th e r  than d i s h o n o r a b l e .

( b) The Corpora t ion  may seek  a s s i s t a n c e  from the Un i ted  S t a t e s  Ve te ran s '  
A dm in i s t r a t i o n  as the c o rp o r a t i o n  c o n s i d e r s  n e c e s s a r y  o r  a pp rop r i a t e  to  d e t e r ­
mine whether an i n d i v i d u a l  q u a l i f i e s  as a v e t e r a n  under  15 ACC 118.500 - 15 ACC 
118.580. The c o rp o r a t i o n  may a ccep t  a c e r t i f i c a t i o n  from the  Ve te ran s '  
A dm in i s t r a t i o n  as e v i d en ce  o f  an i n d i v i d u a l ' s  q u a l i f i c a t i o n  as a v e t e r a n  f o r  the 
purposes o f  the s t a t e  gua ran te ed  v e t e r a n s '  home mortgage program. However, a 
c e r t i f i c a t i o n  or o th e r  d e t e rm in a t i o n  o f  the Ve te ran s '  A dm in i s t r a t i o n  i s  not 
b in d in g  upon the Co rpo ra t ion .  ( E f f .  1/26/83, Reg. 85)

15 AAC 118.900. DEFINITIONS. In  15 AAC 118.210 - 15 AAC 118.900 u n l e s s  the
contexL r e q u i r e s  o t h e rw i s e ,

(1) the d e f i n i t i o n s  in  AS 18.56.210 app ly  to  words used i i .  t h i s  ch ap te r ;

(2) " a c t "  means AS 18.56;

(3) " a d j u s t e d  income per f a m i l y ” means t o t a l  f am i l y  g ro s s  income, l e s s  
a d ju s tm en t s  f o r

(A) the number o f  f am i l y  members in  the househo ld ;

( B) c h i l d  suppo r t  payments f o r  c h i l d r e n ;  and
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(C) the second wage e a r n e r ' s  income a s  de te rm ined from t ime to  t ime by 
the Corpora t ion  based on s t a nd a rd  r e p o r t i n g  d a t a  f o r  the S t a t e  o f  A la ska :

(4) "app ra i s e d  v a l u e "  means the marke t v a l u e  o f  the p rope r t y  s e c u r i n g  the 
mortgage as e s t im a te d  by an a p p r a i s e r  a c c e p t a b l e  to  the Corpora t ion ;

(5) "common e lemen t s "  mean those, t h i n g s  which a re  ma in ta ined  b y ,  b u t  not 
owned b y ,  the owner' s a s s o c i a t i o n  o f  a condominium p r o j e c t .  The common e lemen ts  
t y p i c a l l y  i n c l u d e ,  among o th e r  t h i n g s ,  the  l a n d ,  r o o f s ,  f l o o r s ,  l o b b i e s  and 
community space and f a c i l i t i e s ;

(6) "condominium" means a form o f  owner sh ip  o f  r e a l  p rope r t y  c h a r a c t e r i z e d  
by t i t l e  c r e a t e d  by s t a t u t e  to  a u n i t  i n  a p r o j e c t  t o g e th e r  w i t h  an u n d i v i d e d  
r e a l  e s t a t e  i n  e r e s t  i n  the common e lemen t s  which a re  a p a r t  o f  s a i d  p r o j e c t  i n  
accordance  w i t h  s t a t e  e n a b l i n g  law;

(7) " e x e c u t i v e  d i r e c t o r "  means the e x e c u t i v e  d i r e c t o r  o f  the A la ska  Housing 
F inance  Corpora t ion ;

(8) "FIIA" means the F ede ra l  Housing A dm in i s t r a t i o n  or i t s  l e g a l  s u c c e s s o r s ;

(9) "FNMA" means the F ed e r a l  N a t i o n a l  Mortgage A s s o c i a t i o n  o r  i t s  l e g a l  
s u c c e s s o r s ;

(10) "FHLMC" means the F ed e r a l  Home Loan Mortgage Corpora t ion  or  i t s  l e g a l  
s u c c e s s o r s ;

(11) "home mortgage" o r  " r e s i d e n t i a l  mortgage" means a mortgage which I s
se cu red  by r e a l  p rope r t y  upon which i s  l o c a t e d  a d w e l l i n g  u n i t  d e s igned  fo r
r e s i d e n t i a l  u se  and where the r e a l  e s t a t e  i s  owned in  fee  s imp le  or  c o n s i s t s  of  
a Leasehold e s t a t e ;

(12) " l e a s e h o l d  e s t i t e "  means an e s t a t e  hav ing  a remain ing term runn ing or 
renewab le  a t  the ( p . i o n  o f  the l e s s e e ,  f o r  a per iod  o f  not l e s s  than 10 yea r s  
a f t e r  the m a t u r i t y  o f  the mortgage l o a n ,  or  to any e a r l i a r  d a te  a t  which the fee 
s imp le  t i t l e  w i l l  v e s t  in  the l e s s e e ,  which l e a s e h o l d  e s t a t e  i s  a s s i g n a b l e  or 
t r a n s f e r a b l e  i f  the same i s  s u b j e c t e d  to  the l i e n  o f  the mortgage , and t h e r e  
term o f  the mortgage loan must not exceed the term o f  the s e t  ground r e n t  by 
more than 10 y e a r s  and the l e a s e h o l d  e s t a t e  must o th e rw i s e  be a c c ep t a b l e  to  the 
Corporat  ion;

(11) "mortgage" means the mortgage deed ,  deed o f  t r u s t  o r  o th e r  s e c u r i t y
i n s t r um en t ,  the o b l i g a t i o n  secu red  t h e r e b y ,  the t i t l e  e v i d e n c e ,  and a l l  o th e r  
documents and o t h e r  papers p e r t a i n i n g  to  the mortgage loans ;

(14) “owner-occupant" muuns a borrower whose p r i n c i p a l  r e s i d e n c e  i s  the
d w e l l i n g  which i s  the s u b j e c t  o f  the mortgage loan;

(15) "p e rm i t t e d  encumbrances" means l i e n s ,  encumbrances ,  r e s e r v a t i o n s  and 
o th e r  impe r f e c t  ions o f  t i t l e  as s h a l l  not m a t e r i a l  l y  impa i r  the use  or  v a l u e  o f  
the  prem ises  or as  to which a p p rop r i a t e  s t e p s  have been taken to  s e c u r e  the 
i n t e r e s t  o f  t »e Corpora t ion ;  and

-30-



(16) "p lanned unLt deve lopment (PUD)" means a r e a l  e s t a t e  deve lopment which 
c o n s i s t s  o f  s e p a r a t e l y  owned l o t s  w i t h  con t i g uou s  o r  noncon t iguous  a re a  or 
f a c i l i t i e s  u s u a l l y  owned by an owner's  a s s o c i a t i o n  in  which the owners o f  the 
l o t s  have a s t o c k  or membership i n t e r e s t  which cannot be se ve red  from the 
ownersh ip o f  an I n d i v i d u a l  u n i t .  T i t l e  to  the r e a l  e s t a t e  under  the  d w e l l i n g  
u n i t s  i s  he ld  by the I n d i v i d u a l  l o t  owners and* not by the owner 's a s s o c i a t i o n .  
The owner 's a s s o c i a t i o n  u s u a l l y  has t i t l e  to  and a dm in i s t e r s  the  common a r e a s ,  
and l e v i e s  monthly cha rges  a g a i n s t  l o t  owners f o r  common a re a  expenses .  ( E f f .  
2/17/82, Reg. 82)
A u t h o r i t y :  AS 18.56.088
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PO Box 953

May 7, 1984

Tne Honorable Jay Kerttula 

Alaska State Senate 

Pouch V

Juneau, Alaska 99811 

Dear Senator Kerttula:

Enclosed is a copy of a resolution expressing discontent with HB 458. We 
feel that both IIB 458 a n d CSHB 453 would unnecessarily jenpn rd-i w  one of 

_Ajjiskii1 s— vnl nnhln_,rp.siiiirr(i£_" l  cs agricultural lands. For this reason, 

this resolution lias the unanimous concensus of the Alaska Association of 
Soil and Water Conservation Districts.

Sincerely,

Mike Carlson 
President

CONSERVATION • DEVELOPMENT • SELF-GOVERNMENT



RESOLUTION NO. AASWCD 84-2

O R I G I N  O F  RESOLUTION ______ 1984 Spring Meeting of the Alaska Association of

SUBJECT OF RESOLUTION HB 458____________________________________________________

Soil and Water Conservation Districts

D A T E  OF O R I G I N  _____________ March 31, 1984

WHEREAS, the Alaska A s s o c iation of S>il and Wa t e r  Conservation Districts is on 

record as supporting the concepu of the conveyance of agricultural rights 
only on agricultural land disposals; and

WHEREAS, there are substantial problems with the existing method of conveying 

ag ricultural rights to lands that unnecessarily tend to cloud the title 

to the lands, Impede the agricultural development of these lands, and 

ivite needless litigation; and,

WHEREAS, the proposed UB 458 seeking to remedy these problems appears to be 

jeopardize the agricultural potential of these lands by unacceptably 

inviting non-agricultural development;

THEREFORE BE IT RESOLVED, that the Alaska Association of Soil & Water

Conservation Districts respectfully req’asts that the legislature take no 

further action on HB 458 during the 1984 legislative session in order 

that the Association and other interested bodies can present additional 

commentary, and develop suggested alternative approaches more consistent 

wit h  the philosophy of the conveyance of agricultural rights only, and 

which are more acceptable to our cooperators.

ACTION TAKEN BY AASWCD STANDING COMMITTEE 

ACTION TAKEN BY AASWCD RESOLUTIONS COMMITTEE

ACTION TAKEN BY AASWCD



M E M O R A N D U M

TO:

FROM:

SUBJECT:

DATE:

CS HB 458 (Finance) am '.ssed the House 23-17. It is scheduled for a 

hearing in Senate Resources, Monday May 14, at 3:00 p.m. I believe, the 

sponsors' intention was to enable holders of state disposed agricultural 

land to receive a "better" title, become eligible for loans from 

traditional lending institutions, become eligible for AHFC to purchase 

farmstead mortgages, and to provide an "out" for persons who received 

land in inaccessible or inadequate areas.

While these intentions are commendable, the effect is benign and may in 

seme cases be harmful to agricultural development in the state.

Sec. 1, P. 2 Lines 6-10 is intended to aid tract holders in Gustavus by 

relieving them of their development schedules and requirements. Although 

the provision is well intended (there is a real problem in Gustavus 

created through poor disposal by DNR) it threatens all large 

developments. For example, Nenana-Totchaket, may not have access provid­

ed when disposed. A slick attorney could argue that a market does not 

exist - allowing postponement or cancellation of development schedules 

and requirements. The specific intent of the subsection is good; the 

generic effect could be disastrous.

Sec. 2 provides a new description of the type of interest in ag land to 

ty -. conveyed to the disposal winners. The intention is to get better 

title to the tract holders allowing them to borrow from banks for 

agricultural activities. House Resources heard testimony from banks and

Senate Committee on Resources 

Senator Bettye Fahrerfcamp, Chair

Senator Jay Kerttula 

Lf nvte President

CS HB 458 (Finance)

May 14, 1984



--------------

i '

title companies in favor of this provision. That research was not 

thorough. Jim Reaves, 1st Interstate Bank, Wasilla, will testify and 

send a letter to the conmittee saying that the statute change will not 

make ag ventures any more attractive to lenders.

The last principle issue is to enable AHFC to purchase mortgages for 

farmstead structures on ag disposed lands. AHFC should be at the 

hearing to testify on the problems with the existing situation and the 

minimum needs in order to purchase mortgages. P. 3 lines 10-15 does not 

accomplish this. It allows construction of farmsteads on areas not to 

exceed 20 acres. This ould allow over/ help')of seme farms to be used 

for farmsteads. It' w’ould^be allowed to be 10% not to exceed 20 acres.

This bill does not really accomplish what it sets out to do and it may 

even jeopardize some elements of the ag industry, such as the land base.

Several groups have opposed the bill: Alaska Association of Soil and 

Water Conservation Districts, Alaska Farmers anu Stockgrowers Asso­

ciation and over 450 Alaskans who signed the petition supporting SJR 3, 

which retains the ag rights only and would put the measure before the 

voters with a constitutional amendment.

If you have any questions or need additional information, please advise.

JK/rjr/st



1 IN THE HOUSE BY B E T T I SWORTH

2 HOUSE BILL NO. 458

3 IN TH). L E G I S LATURE OF THE STATE OF A L ASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 * A  BILL

6 For an Act entitled: "An Act relating to agricultural rights to land."

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 * Section 1. AS 38.05.069 is repealed and reenacted to read:

9 Sec. 38.05.069. A G R I C U L T U R A L  LAND. (a) If the commissioner has

conveyed or leased state land only for agricultural purposes, the10

11 gBBBBWfo 'nterests retained by the state shall be conveyed or leased

%

12 by the commissioner on the request of the grantee or lessee or the

13 assigns of the grantee or lessee. The commissioner shall convey or

14 lease the remaining interests without compensation to the state except

15 for administrative costs of the conveyance or lease.

16 (b) The commissioner may not transfer an interest under (a) of

17 this section to a p erson who is in arrears on the purchase or lease of

18 the land. Before conveying or leasing under (a) of this section, the

19 commissioner may require the submission of a development pla n  w i t h

20 covenants specified by the commissioner regarding a g r i c ulture1 use of

21 the land.

22 ( ^ j )  A n  Alaska resident m ay submit to the commissioner a request

3_ ( | ^or the sale or lease for agricultural purposes of unoccupied state

land situated adjacent to or in the approximate vicinity of land 

presently used for agricultural purposes and held by the resident. If 

the resident submits wit h  the request a development plan that contains 

covenants specified by the commissioner regarding the agricultural use 

of the land and if the commissioner determines that it is in the best 

interests of the state to sell or lease the unoccupied state land for

-1- HB 458



1 agricultural purposes, the commissioner shall grant to a resident

2 owning and using or leasing and using land for agricultural purposes a

3 60-day first option after the date of the public auction to purchase

4 or lease the unoccupied land for the amount of the high bid received

5 at public auction. A  parcel of agricultural land transferred under

6 this subsection may not be less than 20 acres.

7 (d) Land that is acquired under (c) of this section shall be

8 used consistently wit h  covenants required in the development plan

9 specified by the commissioner.

10 (e) If more than one person files a request under (c) of this

11 section for the same land and each p e r s o n  owns or leases land situated

12 adjacent to or in the approximate vicinity of the state land, the

13 commissioner shall determine priority among the applicants for the

14 state land under the following standards:

15 (1) to the person who demonstrates the greatest need for

16 the unoccupied land in order to e s tablish an economic unit;

17 (2) to the person who occupies land that is most readily

18 accessible to the unoccupied land to be sold or leased if two or more

19 persons have qualified under (1) of this subsection;

20 (3) to the veteran if two or more persons have qualified

21 under (1) and (2) of this subsection;

22 (4) by lot If two or more persons have qualified under (1),

23 (2) and (3) of this subsection.

24 (f) When not in conflict wi t h  this section, other provisions of

25 AS 38.05.045 - 38.05.105 apply to disposals under this section.

26 (g) Nothing in (a) of this section affects the disposal of

27 minerals under AS 38.05.135 - 38.05.183.

28 (h) For the purposes of this section,

29 (1) "agricultural purposes" includes farming, ranching,



1 grazing, and storage or control of agricultural crops or livestock;

2 (2) "approximate vicinity" includes an area in which the

3 land does not have a common boundary to presently held land or in

4 w h i c h  the land is physically separated from presently held*land by any

5 type of barrier.

6 * Sec. 2. The commissioner of natural resources shall advise the

7 owners, lessees, and the assignees of owners or lessees of land limited to

8 agricultural uses of the changes in the law made by this Act.

9 * Sec. 3. AS 38.05.321(a) is repealed.
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..............t, «. jjuuiic any tana winch is subject to a valid existing
United States Forest Service permit in effect in a state-selected area at 
the time the area was patented to the state, or which is subject to a lease 
issued under § 87 of this chapter, the director shall offer the land for 
sale to the permittee or his successor in title, if he can be found, a t not 
less than its fair appraised market value before offering to the general 
public.

(b) When not in conflict with this section, other provisions of §§ 45 
— 69 of this chapter apply to sales under this section. (§ 1 ch 26 SLA 
1963; am § 39 ch 127 SLA 1974)

Effect o f am endment. — The 1974 Legislative comm ittee report. — For
amendment suhslituetl "*)§ 45 — GO" for report on ch. 127, SI,A 107KSCSHH 817 atn 
"*i§ 45 — G7" in subsection (b). S), see 1974 House Journal, p. G57.

Sec. 38.05.069. Preference to persons for agricultural purposes, (a) 
If the director determines that the highest and best use of unoccupied 
land is for agricultural purposes, and if he determines that it is in the 
best interests of the state to sell or lease the land, he shall grant to an 
Alaskan resident owning and using or leasing and using land for 
agricultural purposes a 60-day first option after the date of the auction 
to purchase or lease the unoccupied land situated adjacent to or in the 
approximate vicinity of his presently held land for the amount of the 
high bid received a t public auction; provided the aggregate number of 
acres owned and acquired under the option shall not exceed 320 acres; 
and further provided that the land acquired under this section is used 
for agricultural purposes as required by law.

(l>) If more than one person is eligible for a first option under (a) of 
this section, the director shall determine priority by granting precedence 
first to the pc on who demonstrates the greatest need for the 
unoccupied land in order to establish an economic unit and, secondly, to 
the eligible person who occupies land that is most readily accessible to 
unoccupied land to be sold or leased. In the event that two or mo, e 
persons have approximately equal qualifications for priority under this 
section, the director shall grant priority to that person who is a veteran. 
If more than one person is approximately equally well qualified under 
this section, the director shall determine priority by lot.

(c) Under this section
(1) the director may convey or lease an interest in the land only for 

agricultural purposes, and all other interests in the land remain in the 
state; the sale or lease shall be at public auction;

(2) the remaining interests may subsequently be conveyed or leased 
by the director only upon the request of the grantee or lessee or his

(37 the” conveyance or lease of the remaining interests shall be : 
public auction; the original grantee or lessee or his assigns have 
preference right to meet the high bid within 30 days after the day < 
the auction; if the right is exercised, the vah e of improvements owm 
by the holder of the preference right, inc'uded with the remainin 
interests sold, shall be deducted from the purchase price;

(4) by requesting the conveyance or lease of the remaining interos
the original grantee or lessee or his assigns

(A) consents to the sale or lease, and
(B) if the preference right provided by (c) of this subsection is u> 

exercised, consents to sell a t fair market valu .* the improvements relate 
to the remaining interest, as appraised by the director;

(5) the remaining interests in the land maj not be conveyed or lease 
for less than their appraised value together with improvements excej 
for the deduction allowed by (3) of this sub: ection.

(d) When not in conflict with this section other provisions of §§ i 
— 195 of this chapter apply to disposals un ler this section.

(e) For the purposes', of this section,
(1) "agricultural purposes” includes farming, ranching, grazing, an 

storage or control of agricultural crops or l.vestock;
(2) "approximate vicinity" includes an are; in which the land does in 

have a common boundary to presently held 1 md or in which the land \ 
physically separated from presently held laid  by any type of barrier

(f) Nothing in (c) of this section affects the disposal of minerals und< 
§§ 135 — 183 of this chapter. (§ 1 ch 97 SLA 1965; am §§1 . 2  ch 71 SI.. 
1976; am §§ 4 — 6 ch 257 SLA ?976)

devisor's noli- — AS !tK.05.0li!) whicheve is la ter" ami inserted "fu r n
was amended by both 'i 1 rli. 71, SI,A 1976, amount of tin- high Mil received at |itiln
ami *i 4, rli. 257, SI.A 1976. Sinco tin* two auction" .car tin* middle of the si-nl,on'
amendments appear to h r inconsistent, and siihstiluti <1 "920 acres" for "610 acre
rli. 71 is superseded hy ch. 257, only llic near tin end of that sentence, m
later enactment has I i c c i i  piven effect here, substituted "as reipiired by law" for " I i

Cross reference. — For provision at least one year follow ing purchase" at ll
restricting the sale, lease o r other disposal end o f tha t sentence. The amemliiienl al
of agricultural laud in a manner added the second sentence of suhseetion I .
inconsistent with this section, see AS and rew rote subsection (cl.
9S.II5.92I. The second 1976 aiitenduieiil rowmi

FflCcI o f tinii'iidmi'nl.s.—The first 1976 subsection tal, substituted "leased" h
aiiieiidmenl, in the lu s t sentence o f "lease" a llie end of the first sentence ,
sill,section (a), substitu ted "a fte r the dale subsection (Id, siihstilu l-d “alia
o f the auction" for "from the date the land determ ine" for "may determ ine" in tl,
hi'i'imics available to the public o r 9(1 days third sentence o f subsection (Id. and add.
from the effectice date of this section, subsection (f).

17


	SRES13 HB 458



