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The Honorable Jalmar M. Kerttula
President

Alaska State Senate

Pouch V

Juneau, AK 99811

Re: HCS CSSB 375(Res) and
agricultural disposals

Dear Senator Kerttula

Richard Ramsey, your aide, requested a brief review of
the provisions of HCS CSSB 375(Res) relating to agricultural dis—
posals. In particular, he asked us to review them to ensure that
those provisions did not weaken or diminish the current restric—
tions on the use of such land for agricultural purposes.

Sections 23 md 27 of the bill relate specifically to

agricultural disposals. Section 23 repeals and reenacts AS 38.-
05.059 which outlines limitations and conditions on the sale or
lease of agricultural land. In substance, the section makes

clear that 1land obtained 1in an agricultural disposal, whether by
conveyance of the state®"s entire interest or by lease, must be
used for agricultural purposes. In our view, we believe this
section provides sufficient assurances that the land must be used
for agricultural purposes and gives the state sufficient legal
authority to reacquire the Jland 1if it 1is used for any purpose
other than agricultural.

Section 27 amends AS 38.05.069(c) in a manner which
does not affect restrictions on the use of agricultural land by a
grantee of such land from the state.
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In conclusion, it is our opinion that the provisions of
HCS CSSB 37-54Ree>-relating* to”’agricultural- disposals donot re-
duce”oc~d.i.ninish the current-res-triefc-ionsladthat>~such.,land« be used,
by-the~rsfatA!l,,gfant”e_o~ly,jfar..,agriculLairalvpurposes. If we can

be of further assistance, please contact us at your convenience.

Sincerely,

NORMAN C. GORSUCH
ATTORNEY GENERAL

15>

G. Thomas Koester
Assistant Attorney General

By:

GTK:dim

The Honorable Robert H. Ziegler, Sr.
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TO: Senate Resources Committee Members
FROM: Senate Resources Committee Staff
RE: Committee Meeting, Monday, May 14th
DATE: May 11 . 1984

On Monday, May 14th at 3:00 pm 1in the Be."Ltz Room, the Senate
Resources Committee will hear the following bills:

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

Under current statute, nonresident hunters of brown bear, pCloar)

bear, grizzly bear, or dall sheep must be accompanied by a
licensed guide or an Alaskan resident within the second degree of
kindred. HB 188 would amend the Kki~nder~d provision to include

“"marriage relations”™ such as fathers-m-law and step children.
The fine for violation is increased from $2500 to $5000.

HB 458, An Act relating to agricultural rights to land.

Under current statute, the Commissioner is auth.Oj-ized to require

a development plan of agricultural Jland purchasers. Section 1 of
HB 458 would allow waiver, postponement, or modification of the
development requirements if certain conditions are present. The
provision, though broadly applicable, is intended to provide

relief to recipients of agricultural land in Gustavus.

Under the ™"agricultural rights"™ title currently issued by the
st~te, private financing for home constuction has been difficult
to obtain. Section 2 of HB 458 1is intended to provide (reieF”
through 1issuance of a fee simple conditional title, with"~ the~
condition being that DNR may reenter the Land if it is used for
other than agricultural purposes.



HB 546, An Act relating to harassment of persons lawfully engaged 1in
hunting, fishing, or trapping.

HB 546 1is i1ntended to protect hunters, fishers, and trappers from

harassment. Obstructing or hindering a person legally engaged 1in
hunting, fishing or trapping would be punishable by a fine of up
to $500 and/or 30 days or both. Civil remedies, including
recovery of damages, would be allowed. The bill 1is patterned

after legislation being adopted in other states where
anti-hunting groups have "taken to the Tfield” 1in an attempt to
deter hunters.

HB 709, An Act relating to fees for guided tours through historical
sites.

HB 709 would authorize DNR to establish and collect fees for

guided tours through historical sites. In 1983, DNR acquired the
House of Wickersham as a part of our state park system. Passage
of HB 709 is intended to allow for costs to be covered through
entrance fees. Under current statute, vehicle registration is

all that is required for entry into a state park.
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REQUEST " x FISCAL OETAIL
Bill/Resolution No.: CSH8 458 (Res)Agency Affected: Natural Resources
Title: re: Agricultural Kignts to Program Category Affected: NKMEC

LaricT
Sponsor:_ BRU, Program or Subprogram!s) Affected:
Requestor: NONE
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EXPENDITURES/REVENUES: (Thousands of Dollars)
‘mT F W ~ Frss - mFY 36 TY 87 -mfy 88 " FY" 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 SUPPLIES
SO0 EQUIPMENT
600 LAND & STRUCTURES
700 CRANTS, CLAIMS
800 MISCELLANEOUS
TOTAI OPERATING -0- -0- -0- -0- -0- -0-

I CAPITAL | | |
f REVENUE -o- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)
CENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TIME ‘
PART-TIME

TEMPORARY

SOURCE OF FUNOS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Prepared By:_ Frank Mi elke Phone: 265-434%/
Division: Land & Water Management Date: 4/25/84
Approved by Commissioner™ M M 1 & K" pate: 4/25/84
Agency - Nndirail Rpsshwaps v

Distribution (by Agency prpparing Ffiscal note):
Legislative Finance
Legislative Sponsor
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83
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NOTES TO DECISIONS

uoted in Gilman v. Martin, Sup. Ct. ~ No. 2656 (File No. 6058), P.2d
o K0Sk @limen voMarkny supy £ B0 | )
(1983); LeResche v. Lustig, Sup. Ct. Op.

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

Sec. 38.05.059. Limitation on purchases ofagricultural 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

Clted |n State v. University of Alaska
SUZD R Mo. 2303 (File No. "OVDi, 624
P.2d 807 (1981).

Sec. 38.05.065. Terms of contract 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, ¢ "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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estriction on sale, lease or other disposal of

C

aPric_thuranSflitr"ai The sale, lease or other disposal of state land
assified as agricultural land transfers only rights for agricultural

purposes, and all other interests in the land remain with the state

unless otherwise required by law.
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A mechanism for agriculture use on lands designated, classified, reserved

or homesteaded with the intention of farming:

A covenant between the State of Alaska and the landowner to be recorded in

the Judicial District in which said land is geographically located. Within

this covenant the State and the landowner shall agree upon special conditions
relative to agricultural development and conservation planning. Any subdividing
of parcels smaller than forty acres or the division of parcels more than once
shall be decided by a Board of Directors. This Board of Directors would be
selected from each Judicial District from which said parcel is located. The
Board of Directors would be elected from the Soil and Water Conservation District

cooperators. Their election would be on a rotational basis.



e RELATING TO DEVELOPMENT OF SMALL FARMS
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Establishes a cost-sharing program for the development of small farms
to provide financial assistance for clearing and breaking of land.
Excludes Jland with timber that has commercial value and land that"s
subject to a long-term ag. loan.

n "sB «

Development plan must be prepared in consultation with USDA (Agricultural
Stabilization and Conservation Service). Establishes 1limits on cost-
sharing money.

repayment required if put land into production as crop or pasture
within 3 years and keep it in production for 5 of the next 7 years.
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REPRESENTATIVE
POUCH V 211ICUSHMA

JUNEAU . ALASKA S981 1 ROBERT H."BOB”BETTISWORTH FARBANKS. ALASKA 99701

April 24, 1984

MEMORANDUM

To: Representative Al Adams, Chairmarn |If$K?se Finance Committee
From: Representative Bob Bettisworthyl/[W—s
Subject: HB458 "An Act relating to agricultural rights to land™.

As 1t was originally introduced HB458 attempted to cure existing
defects 1in state patents to agricultural land by requiring the
Commissioner of Natural Resources to convey Vetained interests

at the request of the grantee or lessee provided certain condi-
tions are met. The essential problem 1is that the present language
of the agricultural patents is far too restrictive. The documents
contain severe iImpediments to perfection of a security iInterest by
potential Ilenders (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, 1is totally left up to the Depart-
ment and other 1interests are not protected should the state elect
to re-enter. This situation prevents commercial lending on hous-
ing or the abi]Jity to obtain title insurance where agricultural

patents are involved.

The Resources CS differs from my original approach by causing the
issuance of a fee simple conditional title. The condition being
that if the land is used for other than agricultural purposes, as
defined, the title can revert to DNR and prior liens and/or secur-

ity interests are valid.

Other elements of the original bill including what the department
may require of grantees or lessees— Tfor example development plans,

conservation plans and repayment of state i1oans— are retained.



T0: SENATOR JAY KERTTULA
FROM: JIM" REAVES

It is my considered opinion that CSHB458(fin) will not serve any worth-
while purpose and in fact will dilute the statutes as originally written
and destroy the intended purpose. This land should not be allowed to be
subdivided under any circumstances. Since inception of the farm commu-
nity within Alaska, conventional lenders, banks and others have con-

sidered most farm units as extremely high risk.

For this reason, institutional lenders have not chosen to make loans to
farmers in general without adequate collateral and sources of repayment

rather than dependency upon farm products.

Presently banks and other investors are not able to loan funds on land
that is restricted in use arid not held in fee simple. By attempting to
change this land to fee simple and retaining a restricted use, it wil
not, in my opinion, meet the criteria required by those lenders as
mentioned above, and therefore no good purpose will be served by chang-
ing the present statutes. Perhaps the state may need to revise or
expand its present lending policy within the Alaska Agricultural Revolv-

ing Loan Fund in order to accommodate the needs for housing, etc,

The successful purchasers of this agricultural land knew well in advance
under what terms and conditions they were purchasing this land, upon

presentation of their farm development plans the commissioners had the



option to determine whether or not they could provide themselves with

adequate shelter.

In chose cases where adequate funds or other provision for housing were
not available within their development plan, a lease should not have
been granted. It also appears to me that there are some major legal
considerations that the sponsors of this bill did not address. Without
the benef't of legal counsel, | do not think the state should enter into

an arrangement such as this.

This is not a good bill for the farm community or the State of Alaska.

| recommend th~t it be soundly defeated.
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RONALD L. LARSON
DISTRICT 168 BOX 33

PALMER. ALASKA 99643

POUCH V (907) 745-3826

JUNEAU. ALASKA 9981 1

(907) 465-3727

JMause of "Representatives

March 21, 1984
T0 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.0. Box 871750
Wasilla, AK 99687
March 12, 1984

Honorable Ronald L. Larson
Alaska Legislature
Pouch Vv (mail stog 3100)
Juneau, Alaska 9981

Dear Ron:

| am sending along my Prepared statement re?arding HB 458 (03/10/84) as per
your r.e(iuest. The brief delay has resulted from hunting up some additional
materials you might find of Interest.

| would note that my critical assessment of the testimony given during the
teleconference would indicate those teshfglng in favor of HB 458 were
addressing that which | identified (palqe , linegs 2 &3) as "asset viability

of state conveyed agricultural-rights Tands". The “patent” (exhibit 1) given
is, in fact, not a “fee simple" title, but is a unique ‘agricultural Proflt a
prendre’ (similar in nature to an "oil" lease). The unique features of the
so-called "patent" are: (1g the "conditions and covenants of the farm conserv-
ation Plan .." (exhibit ‘1) and.(2) the "reverter clause" also found on the
so-called "patent": "If at any time the Director of the Division of (Forest)
Land and Water Management of the Department of Natural Resources determines
that the grantee or his successors in interest has failed to observe an™ prov-
isions or conditions of this patent, the Director may declare & forfeiture of
this conveyance and title hereby conveyed shall thereupon revertato<the State
of Alaska™ (exhibit 1). [underline added] A perceptive reading of the relevant
statutes (exhibit 2) should illustrate quite well why lenders and title insurers
do tnott recognize any asset viability what-so-ever for said "agricultural-rights
patents".

Tom Williams did a very effective job of fo:using on the absolute jeopardy
incurred by each and every "af;.rlcultural interest only" purchaser, and on the
resulting void of asset viability. As the present statutes stand, each and every
recipient of state "agricultural interests only" holds said land from day-to-
day at the absolute sufference of the Director (11 AAC 67.162) and (11 AAC 67.165).
The "forfeiture" (reverter) clause (11 AAC 67.165 (d)) includes all Bermanent
structures and ?rowm crops.The only things which could be removed )( the
"prior owner" (armer§J would be household goods, rolhng stock (vehicles, mach-
inery, equipment &tools?, livestock & stored crops - it they were removed with-
in the allowable 60da§s. Now, to back up just a bit, the title and interest
conveyed (11 AAC 67.162 a.) is the conveyance of the surface estate in fee simple
subject to the conditions subsequent and covenants relating to agricultural use
and development. It is my very considered professional judgement that there
isn"t a single attorney in the state of Alaska, except perhaps my son Dan, that
can perceptively define "the conditions subsequent and covenants relating to
agricultural use and development” as stated! [ can assure you, however, that
they include the Director's interpretation of each and every statement in hoth
the "Farm Conservation Plan" and the "Farm Development Plan", hoth of which must
tbr? prﬁp?red within a 30 day period subsequent to the relevant lottery or sale by
e state.
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Tom Williams noted in his testimony that the "Farm Conservation Plan", as
prepared by the District (Federal) Soil Conservation Service personnel, was
overly detailed, to the extent of detailed "practices", and was seven (7)

pages Ion%. | do not believe this was the type of "Farm Conservation Plan"
Intended Dby the legislature to begin with, but they are "title covenants" as
a |nter?al part of the title conveyed! | would seriously welcome thelopportu.nlt?/
to challenge the Soil Conservation Service district personnel on their technica
competency and validity of each and every inclusion In the "Farm Conservation
Plans" prepared for "agricultural interests only" purchasers. While | have a
great admiration for the Soil Conservation Service, and have had a long and
productive working relationship with them, | have found on various occassions
that district conservationists can take off on tangents, being quite author-
atative, where they have no substantative Alaska research data to back up their
positions, i.e., Burt Clifford, 1970, went to great lengths to criticize the
use of a breaking disc in the Delta Junction area. His expressed position was
that no "real"fybDlcf attempt to break agricultural land with other than a nrole-
board plow. There is a long technical explanation of why this would have teen
the worst possible tillage method for that soil and location. Burt later
changed his mind and recommendations. There are other illustrations of the
same type of instances. Any way, this situation regarding the "Farm Conservation
Plan" must be changed! Since the present situation has been institutionalized,
it will be necessary to amment the statutes to alleviate this unnecessary
constraint on farm development.

The "Farm Development Plan", with its statutory requirements of 40% or class Il
and 11 lands being developed within 3 years & 7% being developed within 5 years,
poses an undue hardship on all farm operators, and in some instances is certainly
not in the best interests of either Individual or state interests in said farm
development. It is my considered judgement that the initial period should be
increased to five years, and the second period should be increased to either

nine (9) or ten (10) years. Reasons: it will take one or more years to develop

a viable farm organization and development plan, and develop and arrange for a
viable financial package; it would allow time for considered utilization of timber
found on the prospective farm lands in the construction of needed housing and
farm buildings; it would allow for the continued part or full time employment

of the prospective farmer, or s%ouse, thus reducing materially the initial needed
capitalization (in the form of hard cash or loan mone?/ which could not be repaid
during the several year development period due to no farm product sales). While

| certainly do not disagree with the need for a farm oré;anlzatlonal and develop-
ment plan, | heartilly disagree with such being included as a covenant on the
title. Further, the “"conditions subsequent" inclusion provides a "sword of
Damocles" for the prospective farmer; it allows the state, via the vagaries of
inclination of a Division Director, to add any requirement or ‘regulation’ to

the covenants - after the fact - at any time!

Ron, much of the disappointment, both from "agricultural interests only" farmers
and from state and other public interests, in the rate and nature of agricultural
production development has resulted from the lack of recognition of the fore-
mentioned statutory and regulatory or administrative constraints. It will get

no better until the above mentioned statutes have been changed to a more real-
istic fit. It is inconceivable to me that no-one has previously recognized and
addressed the "forfeiture" clause! Some of the other statutes are equally bad.
While | am the first to recognize that the legislature which enacted such legis-
lation had the best of intentions, it is time to readdress the whole topic from
the farmer's viewpoint! It is my considered judgement that the initial statutes



Page 3. Honorable Ronald L. Larson 04/12/84

were overly influenced by agency bureaucrats - to protect "the land" at all
costs, and that the "peoPle" factor was completely forgotten. | would respect-
fully suggest that the Alaskan "a?rlcultural interests only" farmer, particularly
the project farmer, will in time find that he or _she has less "rights" than

did the traditional "plantation" share-cro?per! This situation will never be
conducive to building a viable agricultural industry!

| was very serious in my testimony suggestion that someone "hold the feet of
agency and institutional professionals to the fire" until they ?rowde perceptive
and knowledgeable answers to current and prospective problems of modern agri-
cultural development being expressed today. | am grossly dlsapPomted in recent
agency and institutional reports regarding Alaskan agricultural development. Not
one has addressed the problems of the "real world", or the technical production
system and data needs on developing commercial farmers. No comprehensive assess-
ment has been made, that | have heard of, of the Delta | farming project. One
Ag. Action Council report on agri. finance, didnt even mention the critical
Problems.caused by the "forfeiture clause" in the statutes and so=called patents
or "agricultural interests only". | have yet to see any recent Alaska study

of farm organization and development of "i.ew lands" farming efforts. Research
and service efforts, that are conspicuous by their absence, are legion. | have
often headr the statement: "There isn't a single research effort being carried
out that is of any use what ever to Alaska's commercial farmers!" That's not to
saY there isn't some good work being done, but it just isn't perceived as
relevant, and in most instances for very good reasons. One could probably iden-
tify several millions of dollars of state money beln% spent each rear, on

thln?s considered agriculture, with out one iofa of beneficial effect to the
developing farmers. What a waste!!

1am enclosing a few things for your perusal: (1) Exhibit 1. a blanked copy of
an "agricultural interests only" patent (note the marked sections); (2) Exhibit
2 relevant Parts of the Alaska Statutes (note the marked sections); (3) exhibit
3. a copy of my 1976 critique of the first plan draft for the Delta barley
pro*ect; and Exhibit 4. a copy of my 1977 critique of the second planmn%
draft for the Delta barley project. While several chan?es were made in Pans
for_that.PrOJect before it was actuallK started, | would suggest much of the
basic philosophy remains to-day through out the agricultural interests only
development efforts by the state.

Ron, | hope I have sufficiently identified the fact that even with the Passage
of the existing IIB 458 nothing would change regarding asset viability of agri-
cultural interests only farms. As long as the “forfeiture” (reverterg terminology
and concept remains part of the statutes, there is no real asset value to the
agricultural interests! Regarding the second emphasis of IIB 458, all of those
"purchase preference” clauses are found within current Alaska statutes! Some
one's legislative assistant just didn't do a very comprehensive job!

| suppose | tend to be a wee bit sadistic on rare occassions, but, from time

to time, | get a real chuckle thinking what fun it would be to select, by lottery,
one or more of our agricultural agency and/or institutional professionals that
prospective farmers must deal with, and assign them to a state "agricultural
Interests only tract, for a period of three years, giving them the full time
assignment to plan, organize, and develop/operate an demonstration :'arm (only
one staff member to a semi-remote tract Iocation?7 - without state budget other
than salary and a small office budget. Require that they go through the same
activities, on the same terms, as a prospective farmer acquiring such agricul-
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tural interests only tract(s). A comprehensive report on such an effort(s)
should provide most interesting and very enlightening!

Sincerely,

Waynd E. Burton, PhD .
Agricultural Development Economist



House sub-committee on agriculture
Teleconference hearing
March 10, 1984, 1:30-4:30 pm

A STATEMENT OFFERED AS TESTIMONY FOR THE PUBLIC RECORD ON HOUSE
BILL NO. 458 "An Act relating to agricultural rights in land."

Mr. Chairman and Members of the Sub-Committee: My name is Waéne E. Burton. My
address is P.O. Box 871750, Wasilla, and | reside at Lot 9, Block 1, Woodside
Estates near Wasilla. | am an agricultural development economist by training
and experience. | am testifying in my own behalf. | would further note that

| have practiced my profession of agricultural economist in Alaska for the
past twenty (20) years.

| would first express my unalterable opposition to HOUSE BILL 458, and strongly
recommend rejection of the Bill for further consideration since it provides for
the_"[qive-away" of hundreds of millions in State assets and provides for prefer-
ential treatment in acqumn? State agricultural lands to those who have already
benefitted greatly by State lands disposals, | am certain that | am not alone

in my frustrations regarding the unequal distribution of State gratuities, and
my inability to acquire agricultural lands.

Section (a) of the proposed HB 458 disturbes me greatlY. This section states:
... the remaining interests retained by the state shal 1 be conveyed or leased
by the commissioner on the request of the grantee or lessee ...", and "The
commissioner shall convey or lease the remaining interests without compensation
to the state excePt for administrative costs ...". Acursory perusal of probable
asset value transfer from the state to purchasers of "agricultural-rights" lands
1978-1984 period), without compensation to the state, would probably exceed
129,000,000 and could run as high as $250,000,000. Recognizing that state agri-
cultural-rights lands lottery recipients have already received very substantial
gratuities from the state through severly discounted prices, residency and vet-
erans discounts, and heavily subsidized clearing loans on project lands (also*
development credits against purchase price on Delta | project lands), | find the
inclusions of section (a) totally unacceptable. The very thought of the state-
conveying assets, without cost, at an average rate of $338,000 to each of the
382 state agricultural-rights land purchasers leaves me cold!!!

Section (c) of the proposed HB 458 makes me exceedingly angry!! | have been
trying to acquire state agricultural lands through sale and/or lottery since
1964, and have as yet been unable to do so. My interest in doing so has not
diminished one whit!! The "preference right" inclusion of this section is an
incidious discrimination against each and every Alaskan who desires to acquire
agricultural lands to farm or ranch, but has as yet been'unable .to do so. It is
a classic example of "those who has gets, and those who ain't dont!!". One
personal example: | sat in the Delta Junction sale of 1970 where some very
excellent and accessable state agricultural land was being sold, with an

acute desire to buy; every tract In the sale but one fell under a "preference
right” filing. In recent years, every agricultural-rights land IotterK tract
that | have a glled for has been applied for by from to 200 to 800 other people.
More than 3,000 people went away from the Point Mackenzie a?riculturalfrights
land lottery without agricultural land. | cannot conceive of the committee
continuing with this preferential treatment of so few at the expense of so many!
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The proposed Bill, H.B. 458, would appear to tacitly address two critial prob-
lems of present day Alaskan farm development: (1) asset viability of state
conveyed agricultural-rights land, and (2) economic viability of present and
prosPethe farm development in Alaska. H.B. 458 will not contribute to the
resolution of structural deficiencies associated with either problem. More-
over, each and every individual purchaser of state agricultural-rights land
entered into the present situation with full knowledge of state imposed
deficiencies and constraints; each recipient's signature is on documents noting
their awareness and understanding. | would respectfully suggest a more viable
and dprOdUC'[IVG approach, to the resolution of noted problems, would be to
"hold the feet of agency and institutional professionals to the fire" until
othe committee received viable and constructive answers, data, and recommenda-
tions regarding the above noted problems. It.is my professional judgement that
recent reports by state agencies, regarding agr]cultural development topics,
display voids in understanding, incomplete and inaccurate data, ineptness in
the treatment of data, and, on occasions, impotence.jn the.reporting effort.

In closing, | would again ur.qe the committee to terminate further consideration
of H.B. 458. The pr0ﬁosed Bill would provide for a "give-away" of untold mill-
ions of dollars worth of state assets to not more than 382 individual state
agricultural-rights land purchasers - with absolutely no benefit to the state's
agricultural development efforts. Moreover, the proposed Bill, H.B. 458, would
provide for the totally unwarranted "Purchase preference” of state agricultural-
rights land br existing agricultural land holders at the expense of those
thousands of landless Alaskans who are now prospective farmers and agricultural-
ists. | would further suggest that prospective development of viable agricul-
tural lands has.now fallen to less than SO0,000 acres, from the some 20 million
acres identified some 10 years a%o. | would again reiterate the conclusion that
| reached in 1977, "Alaska will Dbe unable to respond in any manner to any
national food emergency within any foreseeable future (50 years)". | would ask
this committee: "What are you going to do about this unfortunate situation?"-

Thank you for your kind attention.
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MEMBERS PRESENT

Senator Fahrenkamp, Chairman
Senator Ziegler, Vice-chairman
Senator Eliason

Senator Paul Fischer

Senator Vic Fischer

Senator Mulcahy

Senator Sturgulewski

CALE DAR
HB 188, An Act relating to bic game hunting by nonresidents.

HB 458 , An Act relatir.g to agricultural rights to land.

HB 546, An Act relating to harassment of persons lawfully engaged
in hunting,fishing, or trapping.

HB 709, An Act relating to fees for guided tours through
historical sites.

HB 188

Dave Stancliff, Aide to the House Resources Committee, explained

that this bill would allow nonresident hunters of big game to be
accompanied by Alaska residents of the second degree of kindred,

including "marriage relations™. It would also increase the fir -
for violation of this provision from $2500 to $5000.

Paddy McGuire, Alaska Department of Fish and Game, spoke in
support of the bill.

Senator Mulcahy moved CS HB 188 (Finance)am from committee with
individual recommendations. There was no objection.



HB 709

Carol Wilson, Special Assistant to the Commissjoner. Department of
Natural Resources, spoke in support of the bill, which would
authorize DNR to establish and collect fees for guided tours
through historical sites.

Senator Mulcahy moved CS HB 709 (State Affairs) from committee
with individual recommendations. There was no objection.

HB 546

i*
Dave Stancliff, Aide to the House Resources Committee, spoke 1in
support of the bill and explained that the problems with KB 163, a
similar bill that was vetoed by the Governor Ilast year, have been
solved i1In HB 546.

Lisa Nelson, Criminal Division, Department of Law, testified that
there 1is no Constitutional problem with the bill as currently
written.

Ron Sommerville, Alaska Outdoor Council, spoke 1in support of the
bill.

Senator Mulcahy moved CS HB 546 (Resources)am from committee with
individual recommendations. Senator Sturgulewski objected and
then withdrew her objection.

HB 458

Representative Bob Bettisworth, sponsor of the bill, explained
that the bill was intended to help those purchasers of
""agricultural rights™ Jland who are having difficulty obtaining
financing for home construction by issuinga fee simple
conditional title to those purchasers.

Senator Kerttula reviewed the history of federal homesteading, the
problems ¢ * diminishing farm Jland 1in other states, and the
importance of preserving agricultural land in Alaska.

Betty Cook, Alaska Housing Finance Corporation, Anc\\>.age,
testified that even if fee simple title were issued, H-1FC"s
regulations would prohibit loans being made on Jland that produces
significant income, and prohibit refinancing of loans. There would
be additional problems if there were other liens on the property
and because of AHFC®"s lack of experience with agricultural _loans.

Ralph Bennett, Aide to Representative Bettisworth, testified that
his research indicated that banks were willing to make Jloans on

land for which fee simple conditional title was held.

The meeting adjourned at 3:58 pm.
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(i1) restricts the ground rent to annual increases of no more than 10
percent per annum; ] ¢f,-

(ii1) has a term no less than that of the loan; _
(iv) is recordable in the appropriate district recording office.

(1A) The collateral securing the loan must have been appraised no more than
six months before the loan application is submitted to the Corporation. Th
appraisal shall have heen

gA) performed by an appraiser approved by the Corporation and completed
on a form approved by the Corporation;

. (B) completed after improvements to the property have been completed for
existing units;

(C) subject to a final inspection for units not set up on the site at
the timé of appraisal.

(¢) For the purpose of determining the maximum financing allowed under (h) of
this section, ‘the cost of real property is limited to ‘the purchase price or
amount refinanced and the direct costs paid to a party other than the borrower
for providing permanent improvements including, but nof limited to water, sewer,

and access improvements.
(d) In this section,
(1) "borrower's mobile home" means

_ (A) the mohile home the borrower will purchase with the loan if the loan
is one described in (a)(1), (2), or (3) of this section

(B) _the mobile home described in (a)(A) of tills section if the loan is
one described in (a)(A) of this section; "and

(2) "mobile home" means  mobile home which has at least 600 square feet of
living area determined bK measuring the exterior of the unit at the base but
excluding the tongue of the unit and any lean-tos, wanigans, and the like;

(3) "Class | _Loan" means a loan that qualifies for purchase under a
Corporation bond indenture the funds related to which are heing committed at the
time the loan is approved.

A) "Class Il Loan" means a loan under this section which does not qualify

fo_g purchase under a CorP_oratlon bond indenture the funds related to which are
being committed at the time the loan is approved. (Eff. 10/1/83 Reg. 87)
Authority: AS 18.56.090(3), 5

AS 1856.100

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

SWA'QMa- d.c
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15 AAC 118300.  SPECIAL MORTGAGE LOAN PURCHASE PROGRAM SCOPE. (a) 15 AAC
118300 - 15 AAC 118580 implement the special mortgage loan purchase program
established by AS 18.56.098.

(b) 15 AAC 118400 - 15 AAC 118450implement the portion of the special
mortgage loan purchase program to be financed.with the proceeds of qualified
mortgage bonds.

(c) 15 AAC 118490 - 15 AAC 118580 implement  the portion of the special
mortgage loan purchase program to be financed with the proceeds of qualified
veterans' mortgage bonds. ~ (Eff. 6/30/80, Reg 78, am 9/17/81, Reg. 80; am
2/17/82, Reg. 82, am 1/26/83, Reg. 85)

Authority: AS 1856088 AS 1856.098

15 AAC 118305 BORROWER ELIGIBILITY. A person is eligible under the program
for a residential mortgage loan to finance the purchase of dwelling,including a
duplex, triplex or four-plex, condominium, or an individual unit”within a PUD
project, subject to any restrictions under 15 AAC 118400 - 15 AAC 118580 for
mor ?_ages financed by bonds issued thereunder. Ellg|bll|ty IS without regard to
locafion_ of the dWEHIﬂ% within the State of Alaska or another ehglble loca-
tion. The dwelling. must be designed for residential use, and intended for use
and used as the principal residence of the borrower pursuant to AS 1856. A
P,erson is not eligible for a loan if the person is an_owner of a dwelling
inanced by an outstanding loan purchased by the Corporation. As used in this
section "owner" includes "a person who is [iable on a mortgage or note with
respect to a loan but does not include a person not occupying” a dwelling but
remaining a co-owner after legal termination of marriage. ~A’loan to finance the
Purchase of a dwelling Includes a loan to an owner/builder, providing that the
oan constitutes the first permanent financing of adwelling which “has been
newly constructed by tho ownev/builder; OR a loan to apurchaser, providing that
the ‘loan constitutes the initial permanent financing obtained for the dwell m
by the purchaser, and further providing that the foan is submitted to AHFC
soon as practicable, but in no event more than one ¥ear from date of purchase.
The determination of whether the dwelling constitutes "newIY constructed" or
whether a loan constitutes the first "permanent financing" by the purchaser on a
dwelling or whether the loan is submitted to AHFC as soon as practicable shall
be made b/y tbo Corporation based upon information submitted to the Corporation,

&Eff. 10/2/80, Reg. 78; am 1/27/81, Re%. 78 am 2/17/82, Reg. 82, am  10/27/82
e%. 84; am 1/26/83 Reg 85 am / /83 Reg )
Authority: AS1856.088  AS18.56.098

15 AAC 118.310. LOAN TERMS. (a) . Each residential mortgage loan purchased hy
the Corporation as part of the special ,mort?age loan purchase program, except as
otherwise provided in (d) of this section for triplexes and four-plexes and (f)
of this section for loans to members of the Alaska Delegation to Congress, must

(1) he serviced by a seller/servicer approved by the Corporation;

(2% constitute a first or second, lien on real estate in fee simPIe or on a
leasehold estate and, if a first lien, be subgect onl?/ to permitted encum-
brances, and, if a second lien, be subLect only

, 0 permifted encumbrances and a
first lien 'mortgage loan serviced by a seller/servicer approved by the
Corporat ion;



(3 if a first lien, be the subject of private mortgage insurance, federal
insurance, or federal gquarantee, the henefits of which “are payable to the
Corporation, in the evént that the ratio of the loan to the value of the
property ("loan-to-value ratio”) exceeds 80 percent:

(A if a second lien, be the subLect of private mortgage insurance, federal
insurance or federal guarantee, the Dbenefits of which are payable to the
Corporation, in the event that the ratio of the first and second lien mort?age
loans combined to the value of the property exceed 80 percent to the exient
necessary to cause the ratio to go down to 75 percent;

(5) be for purchase of completed, owner-occupied residential housing or for
the " improvement or rehabilitation of owner-occupied residential houSing, the
Rngtr.tgage of which shall be eligible for purchase by the Corporation under the

. (6) be insured by a mortgagee's policy of title insurance issued hy a title
insurance company qualifed to do_business™ in the area in which the residence is
located and accéptable to the Corporation, insuring the enforceable mortgage,
subject only to permitted encumbrances or in the case of a second lien mortgage,
subject only to permitted encumbrances and the first lien mortgage.

(b)(1) The loan-to-value ratio and the loan amounts on first lien mortgage
loans ‘of the Corporation to finance a single-family residence, including a unit
in_ a condominium_ project or a planned unit deveIoPment,(her_eln called a
"single-family residence") or a duplex shall be as set forth in this paragraph:

(A) ~The loan-to-value ratio on a mortga%e loan for a single-family resi-
dence and a duplex shall not exceed 95 percent.

(B)  Thelpan amount on a mortgage loan for a single-family residence
shall ‘not exceed $178,650.

SC)0 The loan amount on a mortgage loan for a duplex shall not exceed
$207,750.

(0) . The loan amount on a mortgage loan gquaranteed by the Veterans
éiig%lgbsct)ratlon for a single-family residence and a duplex shall not exceed

(E) ~ Theamount of the quarantee plus the downpayment on a mortgage loan
guaranteed by the VeteransAdministration for a single-family resjdence an.i a
duplex must equal 25 pecent of the value of the single-family residence or the
uplex.

. (F) The loan amount on a mort age loan Insured by the FUA for a single-
family Tesidence shall not exceed $101,250.

(0) Th% loan _amount on a mortgage loan insured by the FIIA for a duplex
shall ‘not exceed $114,000.

I Thu down payment and_loan-to-value ratios of mortgage loans insured
by the( )FIIA shall He as repqgired by FUIA 90

-13-



(TZ) The limitations Prowded in (b)(1) of this sub-section are applicable to
a first lien mortgage loan. The limitations as to amount of loan shall also
limit the amount 0f" a second lien mortgage loan provided that in computlngf the
amount of a_second lien mortga?,e loan "any first lien mortgage loan shall be
deducted. The loan-to-value fafio of a second Ilen,mort?age loan shall be as
fixed in the Act. All loan-to-value ratios and maximum Tién amounts shall be
reduced if Federal National Mortgage Association, Veterans Administration of FHA
limits are reduced for Alaska.

(c) One unit of a duplex, triplec, or four-plex must be owner-occupied for a
residential mortgage loan to finance the purchase of that duplex, triplex, or
four-plex to be efigible for purchase by the Corporation.

(d) For triplexes and four-plexes, loanspurchased as part of the special
mortgage loan purchase program

él) must constitute a first lien on real estate in fee simple or on a lease-
hold estate and be subject only to permitted encumbrances;

(2) must be only for the purchase of a completed owner-occupied residentjal
hﬁéjg;n?hetgectmortgage of which shall be eligible” for purchase by the Corporation
U ;

f (l)| must have a loan-to-value ratio no more than 90 percent for a triplex or
our-plex;

(4) will not exceed, a loan amount of $250,800 for a triplex and $311,850 for
a four-plex.

(o) A residential  mortgage loan hereafter = purchased by the Corporation in
order to finance a unit in a condominium PrOJECt or In a planned unit develop-
ment prodect 8"_condom|n|um" or "PUD project") “shall he subject to the following
terms and conditions:

(1) the living units of the condominium or PUD project must be within the
same ‘structure of a reasonably contiguous structure. Common elements of the
project must have been completed prior” to the purchase of the loan; and

(2) Clorior approval procedures, warranties and provisions relating to the
le “an occupancY of "units which. are reasonable and customary in mortgage
nding, shall “apply as prescribed in the seller/servicer guide.

f) A residential  -ortgageloan hereafter  purchased b the,CorPoration in
der to finance a residence for members of the Alaska Delegation to Congress
a

a
e
$
hall be suhjcct to the following term and condition:

0

S
(1 the residence shall be located in the District of Columbia or within 50

miles of the District of Columbia. (Eff. 6/30/80 Reqg. 78; am 6/18/81 Reg. 7v;

%rg 96{%”7/8}, /Reg. F?é) am 2/17/82, Reg. 82; am 10/27/32, Req. 84, am 1/4/83 Rey.

Authority:— — Asg'ra%aoges AS 18.56.098(3) and (e)

15 AAC 118315 PURCHASES OF LOANS FROM SELLER/SERVICERS. Repealed 2/17/82

-14-



15 AAC 118.320. 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 1is 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 1loan 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 1insurance, 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;

(i) $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:

(€H) 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:

(1) 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 1insurance, credit 1insurance, 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 1is 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;

-16-



(7) when the term of a home ownership assistance agreement, which is or,|g|-
nally executed by a borrower on or after February 1, 1983 expires as provided
In d)d(G) of this section, a new home ownership assistance agreement may be
entered pursuant to the terms of (d) of this section, but the assistance amount
under a new agreement may not exceed the assistance amount allowed (pior to any
adjustments) under the previous agreement;

(8) after February 1, 1983 the Corporation will not enter into a home
ownership assistance dgreement with a borrower who has not previously obtained a
loan prior to. that date under  the home ownershlﬁ assistance Program if the
amOLtJrr]l'[ of assistance is determined to be less than fifty dollars ($50) per
month.

(e) A home ownership assistance agreement is personal to the borrower and may
not” be assigned.

(f) No secondary financing of a mortgage loan with respect to vihich there is a
home ownership asSistance agreement is permitted.

(9) As used in this section

(1) "family" means those individuals executing the mortgage note and Deed of
Trust, and their dependents who occupy the residence on a permanent basis;

(2) “household" means all persons who may ot may not be members of the
family who occupy the residence_on a permanent basis as a full or part-time
resident. (Eff. "12/15/80, Reg. 78; am 9/17/8L, Reg. 81, am 1/26/83 Reg. 85;
am 1/31/84, Reg.

Authority: AS 1856.091

15 AAC 118.344. FAIRBANKS NORTH STAR BOROUGH PROGRAM A portjon of the special
mortga%e loan purchase program may be Implemented in the Fairbanks North Star
Borough by the Corporation with the proceeds of $35000,000 bonds of the Borough
which™ are” tax-exempt under Section 1104(b)(4) of the Mortgage Submdx Bond Tax
Act of 1980, and with amounts aprroprlate_d, to the Corporation for the special
mortgage, loan purchase program. The provisions of this chapter which implement
the “special mortgage loan” purchase. program shall gove:n ‘the portion of tho
proqram to be implemented in the Fairbanks North Star Borough, except that the
mor ga%e loans purchased with the proceeds of the bonds shall be secured by real
roperty and owner-occupied residences loafed only in the Fairbanks North Star
orough, and shall be originated and serviced _by seller/servicers with orlfru-
nating and servmn? capacity in the Borough. The details of the portion of the
special mort?age oan P,urchase program ~ to be implemented in the Borou%h
including, without limitation, the amount of the appropriation to be used by the
Corporation in connection therewith, shall be fixed by agreement betweeri the
Corporation and the Borough. The agreement may be part 0f a trust indenture
securing the bonds between” tlit Borough, the Corporation ind the Trustee. (Eff.
6/30/80, Reg. 78; am 4/29/82 Reg.S 8
Authority: AS18.56.088 18.56.090

J5 ACC 118345 DEFINITIONS. Repealed 2/17/82.

AS18.56.098
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15 AAC 118400. QUALIFIED MORTGAGE BOND PROGRAM (SPECIAL MORTGAGE LOAN PURCHASE
PROGRAM), 15 AAC 118400 - 15 AAC 118450, are adopted to permit the
Corporation to Issue qualified mortgage bonds as described under_ Section
|03A(c2,(|) and (IC,)F]Z) ((b)(2)) of the Internal Revenue Code and the Temporary
Requla lons published in " the Federal. Register with respect thereto (herein
called the “Temporary Regulations") and  tomdefine and describe mortgages
eligible to be financed with the proceeds of qualified mortgage bonds as part”of
the special mortgage loan purchase program of the Corporation” (herein called the
"program"). . These sections are inténded establish procedures to ensure
compliance with the mor%ga e eligibility B}ovmons referred to in the Temporary
Regulations. (Eff. 9/17/81, Reg. 80; am 2/17/82 Reg. 82, am 10/27/82 Reg. 84;
am "1/26/83, Reg. 85)

Authority: AS"1356.088  AS 13.56.098

15 AMAC 118401 ELIGIBILITY.  Wnen a person seeks to f-inance the purchase of a
single-family owner-occ .pied residence, including a condominium, PUD project unit
or a duplex, and that purchase is eligible for financing with proceeds from
ualified Mortgage Bonds issued pursuant™ to Section 103A of the Internal Revenue
ode and 13 AAC 118.400-118.450, the person must finance the purchase with those
proceeds when proceeds are available.  This requirement does not apply to
persons who ~are eligible to finance the purchase of a single-family owner-
occupied residence, mcludmg a condominium, PUD project unit or a duplex with
the ‘proceeds from a State Guaranteed Bond issued under the Veterans Mortgage
Program. (Eff. 5/11/83 Reg. 80)
Authority: AS 1856.088°  AS 18.56.098

15 AC 118405  SINGLE-FAMILY RESIDENCES.. A person is eligible under the
rogram for a residential mort?,age loan which s ellqlble for “purchase by the
orporation under the Act to Tinance  the purchase ot a single-family, owner-
occupied residence, including a condominjum, PUD project unjt or a duplex (In 15
AAC 118405 - 15 AAC 118450 called "residence").  AS used in 15 AAC 118405 -15
AAC 118450, "single-family" owner-occupied residences" includes a duplex if one
unit of the duplex is occupied by the owner of the duplex and the principal
residence within a reasonable time "not exceeding 60 days, after the flr]ancm% IS
provided and will establish other procedures to tnsure that the reguwemen s
met. Whether a residence is used as principal residence will depend on all the
facts and circumstance!, of each case, including the F(’Od faith of the mortgagor.
Except for duplexes, a leaidence which can reasonably be expecten to be used to
a trade or husiness, as an investment property , or ;j a recreational home, will
out be considered a principal residence. ~The term residence" dors not Include
property such as an a?_plla,nce, a piece of fur..iture, a radio, etc., which under
Alaska “law is not a fixt ire, Land appurtenant to a residence shall be con-
siilered as part of he residence* only If sheir land”*reasonably-maintalns the
basic Ilv.ibillty of i "residence and does nrtprovidc, other than Incidentally,
a source of Income T _the mortgagor® Land appurtenant to a residence is. not
inciurted In the definition of 'feSidence" if the land may be further subdivided
under zonjng or Iattmg regulatlons in effect at the time of the making of the

mortgage lodn. (Eff. 9717/81, Reg. 8%) '
Authority: 1856.088  AS 1856.098

15 AAG 118410. OWNERSHIP REQUIREMENTS, (a) Except as. provided In (d) of this
section, each of the mortgagors to whom owner financing (i.e., financing to
acquire a residence under C 118405) is provided must’ meet the requirements



cf tills paragraph, « mortgagor meets the requirements of this paragraph only if
the mortga(t;or had, no present ownership interest in a principal residence located
anywhere“at any time during the three-year period prior to the date on which the
mortgage is executed. For purposes of the preceding sentence, the mortgagor's
interest in the residence with respect to which the financing is being provided
shall not be taken into account. [n the event there is more than one mortga?or
with respect to a particular residence, each bf the mortgagors must meet the
three-year requirement. A person who is liable under & note secured by a
moriga?e, but who does not have a present ownership interest in a residence
subjéct to the mortgage, need not meet the three-year requirement. For example
where a parent of a home purchaser co-signs the note for a child, but the parent
takes no interest in the residence, it iS not necessary that the parent meet the
three-year requirement since the parent is not & mortgagor of the residence.
%x(ﬁmples of Interest which constitute present ownership  interest are the
ollowing:

(1) a fee simnle Interest;

(2) ajoint tenancy, a tenancy in common, or a tenancy by the entirety;

(3) a life estate;

(-0 a land contract (i.e., a contract pursuant to which possession apd the
benefits and burdens of ownership are transferred although legal title is not
transferred until some time Iater)p; and

(5) an Interest held in trust for the mort?a-or (whether or not created by
the mortgagor)  that would constitute a present ownership interest if held
directly by the mortgagor.

(b) Examples of interest which do not constitute present ownership interest
are” the following:

(1) a remainder Interest;
(2) a lease with or without an option to purchase;
(3) a mere expectancy to inh rit an Interest in a principal interest;

/(%1 the Interest éhat a purchaser of a residence acquires on execution of a

h

3) an interest in otherthan a principal residence during the revious
thre(e)years. P P ! P

(c) The Corporaton will requlre mroof by affidavit of mortgagors of eligi-
bility and compliance with the above requirement and willestablish other
procedures to ascertain eligibility and compliance with tho requirements.

(d),  Mortgagors who do not meet the qualifications described in (a) of tills
section are eligible under the qualified mortgage bond program.

(1) to Clio extent permitted under Section 103A of the Internal Revenue Code,
as amended, and any Temporary Regulations with respect thereto;

purcnase contract; an
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(2) to the extent of availability of

. (A) _10percent of the lendable proceeds of qualified mortgage bonds issued
prior to September 3, 1982 which are uncommitted on that date “and

, éB) 10 percent of the lendahle proceedsof qualified mortgage bonds
issued after September 3, 1982 and

&37) pursuant to the provisions of AAC 118417. (Eff. 9/17/82 Reg. 80
10/27/82, Reg. S'
Authority: AS18.56.088  AS18.56.098

15 AAC 118415  PURCHASE PRICE REQUIREMENTS. (a) The acquisition cost, as
herein defined, of each single-family residence maY not exceed the "SR,emﬂed
percent" of the average area purchase price of thestatistical area in which the
residence bemr(]] financed is located as determined by the executive director in
accordance with the Temporary Regulations. The exetutive director shall deter-
mine the average area purchdse price separately with respect to (1) residences
which have not _been previously occupied, (2) residences which® have heen
J?revmusly,occupled, (3) one-family residences, and (4) two-family residences.
he executive director ‘may adopt ‘the average area purchase pricé limitations
published by the Treasury DePartment for the statistical area in which a resi-
dence is located which are reterred to in the Temporary Regulations as the "Safe
Harbor Regulations". The term "acquisition cost" means the cost of acquiring a
residence “from the seller as a completed residential unit. The determination
whether a particular residence meets the purchase price requirement shall be
made as of the date on which the commitment to provide the financing is made, or
|f earlL™r, the date of purchase of the residence. The term "acquisition cost"
includes :he following:

(A) All amounts paid, either In cash or in any kind, b?]/ the purchaser
(or a related party or for the benefit of the purchaser) to the seller (or a
Fgé%eegweparty or for the henefit of the seller) as consideration for the

~(B) If a residence is incomplete, the reasonable cost of completing the
residence whether or not the cost of completing construction is to be financed
with bond proceeds. For example, where a mortgagor purchases a building which
Is so Incomplete that occup,anc?/ of the building™ Is not permitted under local
law, the acquisition cost includes the c«sts “of completing the building so
that occupancy of the building is permitted:

. (C) Where a residence is purchased subject to a ground rent, the
capitalized value of the ground rent. Such value shall be calculated u,sm? a
discount rate equal to fthe yield on the Issue of bonds as defined in the
Temporary Regulations.

(b) The term "acquisition cost" does not include the following:

am

1) The .usual and reasonable settlement or financing costs.  Settlement

c_osEs include titling and transfer costs, title insurance, survey fees, or other
similar costs. Flnancm% costs Include credit reference fees, legal fees,
appraisal expenses, "points” which are paid by the buyer (but not the seller,
even though 'borne bY the mortgagor through a higher purchase « ice) or other
costs of “financing the residence.  However, such’ amount will be excluded in
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determining acquisition cost only to the exent that the amounts do nof exceed
the usual "and reasonable cost which would be paid by the buyer where financing
IS not provided through a qualfied mortgage bond issue. For example, if the
Purchaser agrees tc pay to the seller more than a pro rata share of property
axes, such™ excess shall be treated as part of the acquisition cost of a

reslidence;

32) The value of services performed by the mortgagor or members of the
mortgagor's family in completing the residence. = For purposes of the preceding
sentence, the family of ‘an individual shall include only the individual's
brothers and sisters (whether by the whole or half blood), spouse, ancestors,
and lineal descendants.. For example, where the mortgagor builds a home alone or
with the help of family members, the acquisition “cost includes the cost of
materials provided and work performed by sub-contractors (whether or not related
to the mortgagor) but does not include the imputed cosf of any labor actually
Performe,d by the ‘mortgagor or a member of the mortgagor's family. in copstructing
he residence.  Similarly, where the mortgagor purchases an “incomplete resi-
dence, the acquisition cost includes the cost of material and labor paid by the
mortgagor to complete the residence but does not include the imputed value of
theldmortgagor's labor or the labor of the mortgagor's family in completing the
res ldence.

(3) The cost of land which has been owned by the mortgagor for at least 2
years prior to the date on which construction of the residence begins.

(c) The term "specified percent" as used in this section is the percentage

fixed by Section 103A of the Internal Revenue Code, as amended, and applied to

the average area purenase price calculations as a requirement for the use of

proceeds of quall led mortgage bonds, and that percentage is 90 percent for
r

qualitied mo ?age bonds issued prior to September 3 and 110 percent for
ualified mor%ae bonds ~Issued thereafter. — (Eff. ~9/17/82 Reg. 80; am
0/27/82 Re&g

Authority: 18.56.088 AS 18.56.098

15 AAC 118417. ALLOCATION OF PROCEEDS AFTER SEPTEMBER 3, 1982 (ag . Proceeds
available to mortga?ors who do not meet the qualifications described in 15 AAC
18.410(a). will be“afllocated as follows and in the following sequence depending
upon availability of proceeds:

(1)  to mortgagors eligible for receipt of funds under the Corporation's
home ownership assistance program or such other programs as the Corporation may
from time to time establish™ for handicapped persons and which programs are
designated as eligible hereunder by the executive director;

2) . If the executive director determines that mortgagors under the home
ownership assistance  program or other programs described” in (1; of this sub-
section ‘are not utilizing roceedsin a t!m,eIY fashion, to mort?,agors with a
lower or moderate income not otherwise eligible under the qualified mortgage
loan program, the home ownership assistance program, or the other programs
described™ in (I) of this subsection;

(3) if the executive director determines that proceeds
utilized in a tlmelg fashion for mortgagors eligible under (1) a
subsection, to any other mortgagor.

are not being
nd (2) of this
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(h) Mortgaﬁors who are eligible for funds under the home ownership assistance
program and “who would meet the qualifications for the qualified mortgage bond

pro%ram described in 15 AAC  118.410(a). must apply for financing under qualified

mor gaﬁe bond program procedures prescrioed by the Corporation and may not apply

through the home ‘ownership assistance program for proceeds made available under

(a)(lsJ of this section.

(c) Subject to the priorities set forth in (a_%,of this section, the executive
director may prescribe rules for the availability and allocation of proceeds
available for ‘mortgagors who become eljglble for financing under the qualified
mortgage bond program by operation of 15 AAC 118.410(d) and this section.

(d) The executive director may prescribe rules, for the allocation of Proceeds
from qualified mortgage bonds ‘subject to different computations  for_ the
"specified percent" of “the average area purchase price*as set forth in 15 AAC
118.415(c).  (Eff, 10/27/82, Reg. 84)

Authority: 18.56.088 AS’ 18.56.098

15 AMC 118420. QUALIFIED HOVF. IMPROVEMENT LOANS. A person is eligible under
the program for a qualified home Improvement loan as provided in this” section.

(1)  The term "qualified home improvement loan” means a mortgage loan in an
amount which does not exceed $15000 with respect to any residence which
finances alterations, repairs, and improvements on, or In connection with, an
existing single-family, owner-occupied residence by the owner thereof, but only
If such™ items substantially protect or improve the basic livability or energy
efficiency of the residence.

(2)  Alterations, repairs, or improvements that satisfy the requirement of
subdivision (1? include the renovation of plumbing or electric systems, the
installation ot improved heating or air conditioning systems, the addition of
||V|n_% space, or the renovation of a kitchen area.  ‘ltems that will not be
considered to substantially protect or improve the basic livability of the resi-
dence Include swimming pools, tennis courts, saunas, or other récreational or
entertainment facilities.

0) v qualified home improvement loar, may be made to a borrower for a resi-
dence” for. which one or more qualified home™ improvement loans previously have
been provided, whether or not by the same lender provided that;

(A) the prior loan or loans have been repaid; and

(15 . if any person who had a present ownership interest in such residence
at the ‘time the previous quallfled home improvement loan or loans were made
has a present ownership interest in the residence at the time the subsequent
qualified home Improvement loan is made, then the allowable amount of the
subsequent qualified home improvement loan shall be reduced by the amount, at
origination, of any previous qualified home improvement loan, so that the sum
%fe sugg loans doe$ not exceed $15000. (F.ff. 9/17/81, Reg. 80; am ?2./17/82,
Au%hority: AS 1856.088 AS 18.56.098

15 AC 118425. QUALIFIED REHABILITATION LOAN. A_é)erson i%,eli ible under the
program for a Qualified Rehabilitation Loan as provided In this section-
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(1), The term "qualified rehabilitation loan" means any owner financing pro-
vided” in connection with -

(A) Aqualified rehabilitation; or

(B?_ The acquisition of a residence with respect to which there has been
a qualified rehabilitation,

but, only if the mortgagor to whom such financing is Rrov_lded Is the first
resident of the residence after completion of the rehabilita-tion.  Where
there are two or more mortgagors of a rehabilitation loan, the first residency
requirement is met if any of the mortgagors meets the first residency
requirement.

d (2),fThe term "qualified rehabilitation" means any rehabilitation of a resi-
ence’ |

. (A) there is a period of at least 20 years between the date on uhich the
?utl,ldln% was first used and the date on which physical work on such rehabili-
ation Dbegins;

(B). 7 percent or more of the existinﬁ external waj.xs of such building
are retained in place as external walls in the rehabilitation process; and

(C) the expenditures for such rehabilitation are 25 percent or more of
the mortgagor's adjusted basis in the residence (including the land on which
the residente is located).

(3) For purposes of (1)(A) and (B(?, the rules a(joplicabl_e to the investment
tax credit for qualified rehabilitated buildings under section 48(q)£1)(A)(|||)
|

and SBP of the ‘Internal Revenue Code shall apply. However, unfike section
48(¢ (R(B%, once a building meets the 20-year test, more than one rehabilita-
tion""of “that building within a 20-year period may qualify as a qualified

rehab 111tat ion.

(A) The adjusted basis to the mortgagor is the mortgagor's adjusted basis
for purposes of determining gain or loss on the sale or exchange of a capital
asset (as defined in Section 1221 of the Internal Ravenué Code}., The
mortgaﬁor's,adj,usted basis shall be determined as of the date of completion of
the renhabilitation, or, if later, the date the mortgagor acquires the residence,
i.e., the date on which the mortgagor includes in basis any amounts expended for
rehabilitation that are expended for capital assets.

(5) The amount expended by the mortgagor for rehabilitation include all
amounts. expended for rehabilitation regardless of whether the amounts expended
were financed from the proceeds of “the loan or from other sources, and
regardless of whether the expenditure is capital expenditure, so long as the
exPendlture Is made d_u,rln?, the rehahbilitation of the residence and is réasonably
related to the rehabilitafion of the residence. The value of services performed
bythe mort%agor, or members of the mor,t%agor's family fas used in 13 AAC 118A15
in rehabilitating the residence will “not be included in determining the
rehabilitation expenditures for purposes of the 25 percent test.
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(6). . Where a mortgagor purchases aresidence that has been substantially
rehabilitated, the 25 percent test is determined by comparing the total expen-
ditures . made by the seller for therehabilitation "of the résidence with ~the
acquisition cost of the residence to the mor_tgaPor. T ?total expenditures made
by the seller for rehabilitation do not include the cost of acquiring the
buiLding or land but do _include all amounts directly ex%ended by the seller in
rehabtlitaing the building (excluding overhead and other indirect charges).
Eff. 9/17/81, Re%S 80%
uthority: 18.56.088 AS 18.56.098

15 AAC 118430. QUALIFIED MORTGAGE LOANS. (151 First lien mort?age loans may
be purchased under 15 AAC 118400 - 15AAC 118450 only if made fo “persons who
did not have a mortgage (whether ornotpaid off) on the residence securing the
mort%age note at any time prior to the execution of the mortgage. For purposes
of thi§ section, thé replacement of -

(1) construction period loans;
2) bridge loans or similar temporary initial financing; and
3) in the case of a qualified rehabilitation, an existi g mortgage,

(

(
shall not be treated as the acquisition or rep .acement of any existing mortgage.
Gent%rally,ltemporary initial financing is any financing which has a term of 24
months or less.

@ Second lien mortgage loans maybe purchased under =15 AAC 118400 - 15 AAC
118450 to extent such™ loans are ‘allowable underapplicable Federal law and
comply with the provisions of 15 AAC118420 and 15 AAC118425. (Eff.9/17/81,
Re%. 0, am 2/17/82 ReqS 8@

Authority: AS 1856.088 AS 18.56.098

15 AAC 118440. LOAN TERMS.  Repealed 2/17/82.

AAC 118450. PURCHASE OF QUALIFIED MORTGAGE LOANS FROM SELLER/SERVICER. In
e(tuition to the terms and conditions fixed by Section 250 for the purchase of
mortgage loans from the ongilnatmg mort?age lender ("seller/servicer''), the
saleS and servicing agreement betwéen seller/servicer andthe Corporation and
the seller/servicer guide will provide for reasonable periodic Inspection hy,
and other reasonable” procedures, Including reasonable investigations ,bg the
seller/servicer to assure that the mortgage_loans purchased comply with the
requirement of the Temporary Regulations” = The sales and servicing agreement
shall contain covenants by “the Seller/servicer designed to assure compliance
with the Temporary Regulations. %Eff. 9/17/81, Reg. 80; am 2/17/82, Reg. 82
Authority: 18°56.08 AS 1856.098

15 AAC 118490 QUALIFIED VETERANS' MORTGAGE BOND PROGRAM (SPECIAL MORTGAGE
LOAN  PURCHASE PROGRAM). (a) 15 AAC 118490 - 15 AAC 116580 are adopted to
germ_lt the Corporation to issue qualified mortgage bonds as described under
ection 103A(c2(3) of the Internal.” Revenue Code and the Temporary ReFulatlons
published in “the’ Federal Re?|ster,W|th respect thereto (herein, cafled the
'_Temporary_Re(iulatlons") and fo define and describe mort%ages eligible to be
financed with the proceeds of qualified veterans' mortgage bonds as part of the
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special mortga%e loan purchase program of the Cor%o,ration (herein called the
"program”).  These sections are intended to establish procedures to ensure
chmplllat\nce with the mortgage eligibility provisions referred to in the Temporary
ligulat ions.

%b) A person is eligible under the program for a residential mortgage loan
which is eligible for purchase by the Corporation under the act if

%125 the person is a qualified veteran as described in 15 AAC 118500 - 15 ACC
118.580;

(2). the residential mortgage loan will finance a single-family, owner-
occupied residence as the term ™sin Ie-fam||6y owner-occupied “residence" is used
and described in 15 AAC 118405. (Eff. 1/26/83 Reg. 85)

Authority: AS 1856.088 AS 18.56.098

15 AAC 118492, QUALIFIED -ETERANS1 MORTGAGE LOANS &af Fistlien mortgage
loans may be purchased under 15 AAC 118490 - 15 AAC 85800nly if made to
persons who did not have a mortgage (whether or not paid off) on”the residence
securing the mortgage note at afy time prior to the execution of the mortgage.
For purposes of this section, the replacement of

(1) construction period loans;
(2) bridge loans or similar temporary initial financing; and
(3) in the case of a qualified rehabilitation, and existing mortgage,

shall not be treated as the acquisition or replacement of an existing mortgage.
Gentehrally,ltemporary initial financing is any financing which has a term of 24
months or less.

&bg Second lieu mortgage loans may be purchased under 15 AAC 118490 - 15 AAC
118580 to the extent such loans aré allowable under apgllcable federal law and
compl&\)/vlth the provisions of 15 AAC 118420 and 15 AAC 118425 (Eff. 1/26/83

Reg.
Au%hority: AS 1856.088 AS 18.56.098

15 AAC 118494, PURCHASE OF QUALIFIER VETERANS' MORTGAGE LOANS FROM SELLER/
SERVICERS. In addition to the ferms and conditions fixed by 15 AAC 118260 for
the purchase of mortgage loans. from the originating mortﬂage lender ("seller/
servicer"), thesales and servicing agreement between sefler/servicer and the
Corporation and the seller/servicer guide will provide for reasonable periodic
inspection by, and other reasonable procedures, including reasonable investiga-
tions by the seller/servleer to assure that the mortgage loans p rchased comply
with the Temporary Requlatlons._ The sales and servicing agreement shall contain
covenants by the seller/servicer designed to assure “compliance with the
Temporary Regulations. (Eff. 1/26/83 R%q9 85)

Authority: AS 1856088 AS 1856.098

15 AAC 118500. VETERANS. As provided in sec. 7, Ch. 3 SLA 1982 "qualifying
veteran", for the purposes of the State Guaranteed Veterans' Home Mortgaﬁe
Program, has the meaning provided for the term "qualified veteran" under”the



Mortgage Subsidy Bond Tax Act of 1980 (94 Stat. 2660 - 2680). Temporary requla-
tons ‘of the Internal Revenu Service SSec. 6a.103A-3(cf as published in the
‘oral Regis’ Vol 46_no, 126, Wednesday, July 1, 1981 page 34324) have
mmented” t Mo_rtga:%e Subsidy” Bond Tax Act by défining "veteran" to have the
uing provide., in U.S.C. " 101(2).. There "is no definition of "qualified
reran” under the Mortgage Subsidy "Bond Tax Act or the regulations adopted

under that Act. The corporation will accept as a "8ual|f|ed veteran" a person

who meets the definition of "veteran" as established in_the temporary requla-

tions of the Internal Revenue Service descriped above. The provision of C
118500 - 15 AAC 118580 are _intended to interpret and clarify the temporary

re?ulanons. However, Sec. 7, Ch. 35 SLA 1982 incorporates bK reference

fufure amendments to the definition of “"qualified veteran" under the Mortgage

Sub5|d¥ Bond Tax Act. Therefore to the extent that the temporary regulation of

the Internal Revenue Service referred to above is amended or replaced by another

regulation, the provisions of the later amendment or replacement prevail over

contrary provision in 15 ACC 118510 - 15 AAC 118580. (Eff. 1/26/83 Reg. 85)

Authority: Sec. 7, Ch. 35 SLA 1982

AS 1856.050 AS 1856.088 AS 1856.090

15 AAC 118510 DUTY IN ARMED FORCES, (a) A person is a qualified veteran for
Eurpos_es of the state guaranteed veterans' home mortgage program if the person
atisfies the requirements of (b) of this section and it

(1) the person has served on_ full-time c'uty, other than for training, in the
United States Army, Navy, Marine Corps, )it Force, or Coast Guard or in a
&esertveG co&nponent 0f the "United States \rmy, Navy, Marine Corps, Air Force, or
oast Guard;

(2) subject to (c) of this section, tin* person has served on full-time duty
for ‘training purposes In a reserve component of the United States Army, Navy,
Marine Corps, Air Force, or Coast Guard and was disabled from a disease or
Injury incurred or aggravated in the line of that duty; or

(3) subject to (d) of this section, the person was disabled from a disease or
Injury incurred or aggravated in the line of duty as a member of a reserve
&orgrpdonefnt of the Unifed States Army, Navy, Mariné Corps, Air Force or Coast
uard |

(A) the duty was other than full-time duty and was prescribed for the
reserve’ component” of which the person was a member by the appropriate United
States Secretary under 37 U.S.C. 206 or another law; or

(B) the duty was part of special additional duties authorized for the
reserve’ component” of which the person was a uember by an authontK designated
by the approBrla_te United States Secretary and was performed by the person on
a’ voluntary Dbasis in connection with the prescribed training “or maintenance
activities "of the reserve component to which the person was assigned.

(b) . in addition to the requirements of (a) of this section, a person is a
ualified veteran for purposes of the state gunranteer eterans' home mortgage
%rogram If the person

(1%_ has retired or heen discharged or released from the duty described in (a)
of 'this section under conditions other than dishonorable; or



(2%, has not retired or been discharged or released from duty described in (a)
of "this section but

(A) has completed his or her initial period of duty; and

(B) would have been entitled to a discharge or release under conditions
other "than dishonorable at the end of his or hef initial period of duty.

(c) A person isnot a qualified veteran under (ag(Z)oft is section if the

duty served hy the personwas as atemporary member of the CoastGuard Reserve.
(d) A person isnot a qualified veteran under (a)(3)oft his section if the
duty served by the person consistedof

(1) work or study performed in connection with correspondence courses;
(2) attendance at an educational institution in an inactive status; or

& duty performed as a temporary member of the Coast Guard Reserve. (Eff.
1/26/33, Reg. 3:)
Authority: Sec. 7, Ch. 35 SLA 198

AS 1856050 AS 1856.088 AS 1856.090

15 AAC 118520. DUTY IN PUBLIC HEALTH SERVICE, (a) A person is a qualified
veteran for purposes of the state guaranteed veterans' home mortgage program if
the person satisfies the requireménts of 15 AAC 118510(b) with™ regard “to the
duty described in this section and if

(1) the person has served on full-time duty, other than for training pur-
0Ses, as a commissioned officer of the Public Health Service, or of the Reserve
orps of the Public Health Service, after July 28, 1945 or, if the dut){
occlrred before July 29, 1945 under circumstances affording entitlement to ful
military benefits;

(2). the person has served on full-time duty for _tralnln% gurp_oses as a
commissioned officer of the Reserve Corps of the Public Health Service at the
times and under the circumstances required bly (1) of this subsection and the
8F\r%ﬂgtwa f'IS%Pled from a disease or injury Incurred or aggravated in the line

(3) subject to the limitations in 15 AAC 118.5_10‘d), the person was disahled
from a disease or Injury incurred or aggravated in the line of duty as a com
missioned officer of " the Reserve Co&ps of the Public Health Service under the
circumstances described in 15 AAC 118.510(a)(3)(A) and (B).

(b) For the Eurposes of (a) of this section, the corporation will, in jti-

discretion, seek the assistance of the Veterans' Administration in determmln%

whether an individual's service before July 29, 1945 in the Public Healt

Service was under circumstances affording entitlement to full military benefits.
ff. 1/26/33, Reg. 85

uthority: ec. 7, Ch. 35 SIA 19®
AS 1856050 AS 1856088 AS 1856.090



15 AAC 118530.  DUTY IN NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION QR IN
COAST AND GEODETIC SURVEY. A person is a qualified veteran for purposesof the
state guaranteed veterans' home mortgage program if

ﬂl) the person has served on full-time duty as a commissioned officer of the
Qarlgnal Oceanic and Atmospheric Administration or of theCoast and Geodetic
urvey

(A) after July 28, 1945 or
(B) before July 29, 1945 if

i) the person was on transfer to the United States Army, Navy, Marine
orps, Air Force, or Coast Guard;

(ii) during time of war or national emergency declared b%/ the President,
the person was_assigned to duty on a project for the United States Army,
Navy, Marine Corps, Air Force, or Coast Guard in an area determined Dby
the Secretary of Defense to be of immediate military hazard: or

E)ill) the _ person served continuously in the Philippine Islands from
ecember 7,7 1941 to July 28 1945 and

(2% the person satisfies the requirements of 15 AAC 118510(b) with respect
to the duty described _in (1) of thissection. (Eff. 1/26/83 Reg.” 85)
Authority: Sec. 7, Ch. 35 SLA 1982

AS 1856.050 AS 1856088 AS 1856.090

15 AAC 118540. DUTY IN UNITED STATES MILITARY, AIR FORCE, COAST GUARD, QR
NAVAL ACADEMY. A person 1s a qualified. veteran for purposes of the state
guaranteed veterans' ‘home mortgage program if

(1) the parson has served as a cadet at the United States Military, Air
/Fxggggmy.orandoast Guard Academy or as a midshipman at the United States Naval

(2% the person, satisfies the requirements of 15 AAC 118510(b) with respect
to the duty described mEl) %{3 tgﬂi%m,n. (Eff. 1/26/83 Reg.” 85)

Authority: Sec. 7, Ch, 35
AS 1856050 AS 1856.088 AS 1856.090

15 AAC 118550, DUTY IN ALASKA NATIONAL GUARD CR AIR NATIONAL GUARD. A person
IS a qualified veteran for purposes of the state guaranteed veterans' home

mortgage program if

((11) theperson has served in the Alaska National Guard nr AirNational Guard
? ?r 3U.5.C. 316, 502 503 504, or 505 (or aprior correspondingprovision

u
aw);

0

disabled f di inj ' d ted
in(%l)ue flhnee pgtrs? atwautyl;saan(? rom a disease or injury incurred or aggravate



(3’)1 the person satisfies the requirements of 15 AAC 118.510(@ with respect
to the duty described in (l)of this section. (Eff. 1/26/83 Reg. &5)

Authority: Sec. 7, Ch. 35 SLA
AS 18 56.050 AS 1856088 AS 18.56.090

15 AAC 118560, TRAVEL TO OR FROM DUTY,  For the purpu-.es of 15 AAC 118510 -
115 AAC 118550, dut¥ or "service" includes authorized travel to and from the

duty or service. éEf. 1/26/83 Req.
Authority: h, 35 SL
18 56 050 AS 1856088 AS 1856.090

15 AAC 118570. SPOUSES.  Aspouse of a qualified veteran IS not a qualified
veteran for purposes of the state guaranteed veterans' home mortgAge program
unless the spouse. also qualifies “under 15 AAC 118510 - 15

However, if the residence for which a loan is sought is to he owned y a husband
and wife as joint tenants and one spouse is a qualified veteran for purposes of
the state ?uaranteed veterans' home mortgage. program, the Corporation will
consider boh s5pouses as quah ied veterans with regard to that loan. (Eff.
1/26/83 "3

Authority: & Sec SLA 1982
18 56 050 AS 1856088 AS 18.56.090

15 MC 118580, EVIDENCE OF QUALIFICATIONS. (a? The corporation ma?/ accept,
as evidence of the satisfactory fulfillment of the requirements of 15 AAC
118. 510(b)(13 an official document of the appropriate ederaI a%ency |nd|cat|ng
that the ‘individual has received an honorable or general discharge. the
individual has received a d|schar%e or release other than honorable or general,
the Corporation may require ditlona  evidence to demonstrate that the
discharge or release was under conditions other than dishonorable.

(b) . The Corporation may seek assistance from the United States Veterans'
Administration as the corporation considers necessarg or approprlate to deter-

mine _whether_an individual qualifies as a veteran under 15 AC
118580. . The corporation may  accept a certif |cat|on from the Veterans'

Administration as evidence of an” individual's qualification as a veteran for the
purposes of the state guaranteed veterans' home mortgage program. However, a
certification or other” determination of the Veterans'  Administration is not
binding upon the Corporation. (Eff. 1/26/83, Reg. 85)

15 AAC 118900. DEFINITIONS. In 15 AAC 118210 - 15 AAC 118900 unless the
contexL requires otherwise,

(1) the definitions in AS 1856.210 apply to words used ii. this chapter;
(2) "act" means AS 18.56;

(32 "adjysted income per family” means total family gross income, less
adjustments “for

(A) the number of family members in the household;
(B) child support payments for children; and
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€ the second wage earner's income as determined from time to time hy
the Corporation based on standard reporting data for the State of Alaska:

?4) "appraised value" means the market value of the property securing the
mortgage as estimated by an appraiser acceptable to the Corporation;

(5) “common elements" mean those, things which are maintained by, but not
owned by, the owner's association of a condominium project. The common elements
typically include, amon(];_ other things, the land, roofs, floors, lobhies and
community space and facilities;

‘6) "condominiym” means a form of oqwnership of real proper_tF characterized
by title created by statute to a unit in a project together with an undivided
real estate in erest in the common elements which are a& part of said project in
accordance with state enabling law;

. (7) "executive director" means the executive director of the Alaska Housing
Finance Corporation;

(8) "FIIA" means the Federal Housing Administration or its legal successors;

(9) "FNMA" means the Federal National Mortgage Association or its legal
SUCCessors;

(10) "FHLMC" means the Federal Home Loan Mortgage Corporation or its legal
SUCCessors;

(113 "home mortgage" or "residential mortgage" means a mortgage which Is
secure ,by real property upon which is focated adwellingunit “designed for
residential use and where the real estate is owned in fee simple or conSists of
a Leasehold estate;

(12) "leasehold estite" means an estate having a remaining term running or
renewable at the (p.jon of the lessee, for a period of not Iess than 10 years
after the maturjty of the mortgaPe loan, or to any earliar date at which the fee
simple title will vest in the lessee, which leaSehold estate is assignable or
transferable if the same is subjected to the lien of the mortgage, and there
term of the mortgage loan must not exceed the term of the set™ground rent by
more than 10 years ‘and the leasehold estate must otherwise be acceptable to the

Corporat ion;

. (11) "mortgage"  meansthe mort a?e deed, deed = of trust or other security
instrument, thé obligation secured thereby, the title evidence, and all other
documents and other gapers pertaining to the mortgage loans;

(14)  “owner-occupant” muuns a borrower whose principal residence is the
dwelling which is the subject of the mortgage loan;

(15) "permitted encumbrances" means liens, ~encumbrances, reservations ang
other imperfections of title as shall not material ly impair the use or value of
the premises or as to which auppropnate steps have been taken to secure the
Interest of t» Corporation; an
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(16) "planned unLt development ,?PUD)" means a real estate development which
consists of separately owned [ots with contiguous or noncontiguous area or
facilities usually owned by an owner's association in which the “owners of the
lots have a stock or membership interest which cannot be severed from the
ownership of an Individual unit. Title to the real estate under the dwelling
units is held by the Individual lot owners and* not by the owner's association.
Thg Pwn,er's assolmatlﬁn usually h?slt{tle to a?d administers the common areEaf?,

eyies mo charges against ot owners for common area expenses. .
7780 heg ) Charges ag P (
Authority: AS 1856.088
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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 1is a copy of a resolution expressing discontent with HB 458. We
feel that both IIB 458 and CSHB 453 would unnecessarily jenpnrdiW one of

_Ajjiskiils—vnl nnhln_,rpsiiiirr(E” 1 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 e DEVELOPMENT e SELF-GOVERNMENT



RESOLUTION NO. AASWCD 84-2

SUBJECT OF RESOLUTION HB 458

ORIGIN OF RESOLUTION 1984 Spring Meeting of the Alaska Association of

Soil and Water Conservation Districts

DATE OF ORIGIN March 31, 1984

WHEREAS, the Alaska Association of S>il and Water Conservation Districts 1is 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
agricultural 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
with 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



MEMORANDUM

TO: Senate Committee on Resources
Senator Bettye Fahrerfcamp, Chair

FROM: Senator Jay Kerttula
Lfnvte President

SUBJECT: CS HB 458 (Finance)

DATE: May 14, 1984

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. 1 believe, the
sponsors” intention was to enable holders of state disposed agricultural
land to receive a "better” title, become eligible for Qloans 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 1intended (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 iInterest 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



title companies in Tavor 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
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IN THE HOUSE BY BETTISWORTH

HOUSE BILL NO. 458
IN TH). LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE - SECOND SESSION

* A BILL

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

BE

Cl

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 38.05.069 1is repealed and reenacted toread:

Sec. 38.05.069. AGRICULTURAL LAND. (a) If the commissioner has
conveyed or leased state land only for agricultural purposes, the
gBBBBWfo "nterests retained by the state shall be conveyed or leased
by the commissioner on the request of the grantee or Jlessee or the
assigns of the grantee or lessee. The commissioner shall —convey or
lease the remaining interests without compensation to the state except
for administrative costs of the conveyance or lease.

(b) The commissioner may not transfer an interest under (a) of
this section to a person who is in arrears on the purchase or lease of
the land. Before conveying or leasing under (a) of this section, the
commissioner may require the submission of a development plan with
covenants specified by the commissioner regarding agriculturel use of
the land.

(~J) An Alaska resident may submit to the commissioner a request
~or the sale or lease for agricultural purposes of wunoccupied state
land situated adjacent to or in the approximate vicinity of land
presently used for agricultural purposes and held by the resident. I
the resident submits with 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
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agricultural purposes, the commissioner shall grant to a resident
owning and using or leasing and using land for agricultural purposes a
60-day first option after the date of the public auction to purchase
or lease the unoccupied land for the amount of the high bid received
at public auction. A parcel of agricultural land transferred under
this subsection may not be less than 20 acres.

(d) Land that is acquired under (c¢) of this section shall be
used consistently with covenants required 1in the development plan
specified by the commissioner.

(e) If more than one person files a request under (c)of this
section for the same land and each person owns or leases land situated
adjacent to or in the approximate vicinity of the state land, the
commissioner shall determine priority among the applicants for the
state land under the following standards:

(1) to the person who demonstrates the greatest need for
the unoccupied land in order to establish an economic unit;

(2) to the personwho occupies land that 1is most readily
accessible to the unoccupied land to be sold or leased if twoor more
persons have qualified under (1) of this subsection;

(3) to the veteran if two or more persons have qualified
under (1) and (2) of this subsection;

(4) by lot If two or more persons have qualified under (1),
(2) and (3) of this subsection.

(f) When not in conflict with this section, otherprovisions of
AS 38.05.045 - 38.05.105 apply to disposals under this section.

(@) Nothing in (a) of this section affects the disposal of
minerals under AS 38.05.135 - 38.05.183.
(h) For the purposes of this section,

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



grazing, and storage or control of agricultural crops orlivestock;

(2) T"approximate vicinity" includes an area in which the
land does not have a common boundary to presently held land or in
which the land is physically separated from presently held*land by any
type of barrier.

* Sec. 2. The commissioner of naturalresources shall advise the
owners, lessees, and the assignees of ownersor lesseesof land limited to
agricultural uses of the changes in the law made by this Act.

* 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, at 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 88 45

— 69 of this chapter apply to sales under this section. (§ 1ch 26 SLA
1963; am § 39 ch 127 SLA 1974)

Effect of amendment. — The 1974 Leqtslattve committee report. — For
amendment suhslituetl ™)§ 45 — GO" for repor onch. 127, SI.A 107KS SHH 817atn
*i§ 45 — G7" in subsection (b). S), see 1974 House Journal, p. G5

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 at 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.

(> 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.

() 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 w
exercised, consents to sell at 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 §8§ |
— 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 1md or in which the land \
physically separated from presently held laid by any type of barrier

() Nothing in (c) of this section affects the disposal of minerals und<
88 135— 183 of this chapter. (§ 1ch 97 SLA 1965; am §81.2 ch 71 SI..

1976; am 88 4 — 6 ch 257 SLA ?976)

devisor's noli- — AS K050l whicheve s later" ami inserted "fur n
was amended by both'i 1rli. 71, SI,A 1976, amount of tin- htg‘h Mil received at |itiln
ami A 4 rli. 257, SLA 1976, Sinco tin* two auction” .car tin* middle of the si-nl.on’

amendments appear to hr inconsistent, and
rli, 71 is superseded hy ch. 257, only llic
later enactment has 1icci piven effecthere,

Cross reference. — For provision
restricting the sitle lease or other disposal
of agricultural ‘laug In a manner

%Cﬁ%s Etlent with this section, see AS
FfICcl of tinii'iidmi'nl.s.—The first 1976

aiiielidmenl, in the lust sentence of
sill section (a gr? substituted "after the dale
ofthe auction” for "from the date the land
hi'i'imics available to the public or 91 days

from the effectice date of this section,

sithstilyti 4 "920 acres” for "610 acre
near tin end of that sentence m
sulfstttuted "as re| iired by law" or i
at least one year foI owmg urchase” at |l
en&t of that sentepce. The amemliiien] al

ded the second sentence of suhseetion 1.

andrhrgwsré)(tgns bi%%oau(tendmeul rowmi

subsection tal, substituted "leased” h
"lease” a llie end of the first sentence

subsection (Id, siihstilul-d ~ “alia
determine” for "may determine” in fl,
third sentence of subsection (Id. and add.

subsection (f).
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