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ﬁgonsor senatoll_: Ks . rnmnn,.n «.
questor: Senate Finance Committee components -
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From The

&ENATE

unamnce 0 X X m € ¢

DATE: March 30, 1988

TO: Lynn
Legal Services -

FROM: Vicki (4935)
Cap Rm 413

RE: CS for SB 248 (Finance)

Please prepare a Finance CS for SB 348,
per the revised attached work draft.

CS for SB 248 (Finance) was reported out
at our meeting this morning and read across
at the 11:00 am floor session.

Please return final to me ASAP.

THANXJ

RUSH
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Original sponsor: Faiks
IN' THE SENATE B1l I"hty  IMN\ijicc® 1v w five.
CS FOR SENATE BILL NO. 248 ( MWai )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
_ - the miukSt ra/ B L]
an Act entitled: "An Act relating to/state land sale contracts*." ;uv
pr&y"uliwi} trf Uste.

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.05.065(a) is amended to read:

(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 determined under (i) of this section [AT 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]. Installment payments plus interest shall be set
on the level-payment basis.

Sec. 2. AS 38.05.065(b) is amended to read:

(b) The contract of sale for 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, quarterly, or annual installments over a period
of not more than 20 years. Installment payments plus interest shall
be set on the level-payment basis. The interest rate to be charged on
installment payments shall be determined under (i) of this section [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].

Sec. 3. AS 38.05.065 is amended by adding a new subsection to read:

(1) Except as provided in this subsection, contracts for the

sale of land entered into by the department under this section bear
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interest at 10 percent per annum. The commissioner shall annually
review the Consumer Price Index for Anchorage as determined by the
DepartmentU{JJ?VLHa{ebc?yg’ylu!nghmaeha\ﬁt-ct{metﬁe Consumer Price Index d-if-
fe-re—from —the—index—for—the—previous— by/N\10 percent, the commis-
sioner shall adjust the interest rate under this section correspond-
ingly by one percentage point.
pt—Sec-*—4-i=A~purchaser»holding—a—land—sa-l-e—eontraet—entered—into—un
AS 38.05.065 (a)'~or~.(bj before the effective date of this Act,may'refinance
the contract on payment of'“a”refinancing fee of $250. The interest rate
charged on the balance due after™refinaneing-~shall be the rate charged by
the Department of Natural®Re'sources at the time the refinancing”fee was re-
ceived ™ A”purcHaser*may not refinance a contract under this sectToiT~mbree>-
fchan-oncel !
* Sec. \ The—provi-s-ions—of—secv—m-of this Act doxinot apply to con-

nate* lands £xffeyecL 1)if» 6dwe- Hie- exf&rfrvV*' -ijr'c rr -rl';4 4at-
tracts for the sale of*menta-Whealth”trust---land-or"university-trust-»>lan<i.

= w . S, Tlus, Act fakes Udi] j

CSSB 2A8(C ) -1-
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Original sponsor: Faiks
IN THE SENATE ike, denvnuith e,
CS FOR SENATE BILL NO. 248 (Twe&awi, )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
: . “the.
For an Act entitled: "An Act relating testate land sale contracts
providi'M] cPrr aMv, e ffeaii/e ,dote- #

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.05.065(a) is amended to read:

(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 determined wunder (i) of this section [AT 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]. Installment payments plus interest shall be set
on the level-payment basis.

* Sec. 2. AS 38.05.065(b) is amended to read:

(b) The contract of sale for 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, quarterly, or annual installments over a period
of not more than 20 years. Installment payments plus interest shall
be set on the level-payment basis. The interest rate to be charged on
installment payments shall be determined under (i) of this section [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],

* Sec. 3. AS 38.05.065 is amended by adding a new subsection to read:

(1) Except as provided in this subsection, contracts for the

sale of land entered into by the department under this section bear
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interest at 10 percent per annum. The commissioner shall annuall

6 5 U T SRR A1 Shy  detemined oy

Department of Labor.™ In. anyqear thatv the monsumer -Pr-itre—index—44f-

o fer-s- from the ‘index for - Llit; pr(Qerirous' 'ye'ar by/10- percent, the commis-

sioner shallladrust the interest rate under this section correspond
ingly blr_r onuemtprercentage point.

A purchaser holding a land sale contract entered into under

AS 38.05.065(a)o?~Hhd" before the effective date of this Acju-®5y"refinance

the contract on payment of a”rfeMiriancing feepjE-~$250T The interest rate

charged on the balance due afterr”fariiSncing”®hail be the rate charged by

the Department of Natural-~esources at the time the refinahtring”fee was re-

ceived. A”purdhaser may not refinance a contract under this sectiorT'fiiore

t-h™honce.
* Sec. / -The- provi-siorrs-of see-— 4—0Of "Ehis Act do”not apply to con-
tracts for the sale oiymental health-trust laud~UT univeisily "trusL drand®
mte lawts eyifer&l Pti& bz-hrt cUtz.dr ifiis /h ft
£ TTiis 4dt +akes e ffect I (fff.

CSSB 2AS < )
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Original sponsor: Faiks

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 248 (Finance)

3| IN THE LEGISLATURE OF THE STATE OF ALASKA

4!I FIFTEENTH LEGISLATURE - SECOND SESSION

51 A BILL

i

6 For an Act entitled: "An Act relating to the interest rate on state land
7 sale contracts; andeproviding for an effective date."

8| BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
9|I *Section 1. AS 38.05.065(a) is amended to read:

10 | (a) The contract of sale for land sold at public auction under
1 AS 38.05.055 shall require the remainder of the purchase price to be
12! paid in monthly, quarterly™ or annual installments over a period of 20
13 ] years, with interest determined under (i) of this section [AT THE
14 PREVAILING RATE FOR REAL ESTATE MORTGAGE LOANS MADE BY THE FEDERAL
15 LAND BANK FOR THE FARM CREDIT DISTRICT FOR ALASKA AT THE TIME THE
16 CONTRACT IS SIGNED]. Installment payments plus interest shall be set
17 on the level-payment basis.

18 *Sec. 2. AS 38.05.065(b) is amended to read:

191 (b) The contract of sale for land sold under AS 38.05.057 and
201‘i under AS 38.05.078 shall require the remainder of the purchase price
21, to be paid in monthly, quarterly, or annual instaliments over a period
22 of not more than 20 years. Installment payments plus interest shall
231 be set on the level-payment basis. The interest rate to be charged on
24iI installment payments shall be determined under (i) of this section [IS
25 THE PREVAILING RATE FOR REAL ESTATE MORTGAGE LOANS MADE BY THE FEDERAL
26 LAND BANK FOR THE FARM CREDIT DISTRICT FOR ALASKA AT THE TIME THE
21 CONTRACT IS SIGNED].

28 *Sec. 3. AS 38.05.065 is amended by adding a new subsection to read:
29 (1) Except as provided in this subsection, contracts for the

- CSSB 248 (Fin)
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sale of land entered into by the department under this section bear
interest at 10 percent per annum. The commissioner shall annually
review the Consumer Price Index for Anchorage as determined by the
Department of Labor. When the annual or cumulative change in the
Consumer Price Index exceeds 10 percent, the commissioner shall adjust
the interest rate under this section correspondingly by one percentage
point.

Sec. 4. This Act does not apply to contracts for the sale of state
entered into before July 1, 1988.

Sec. 5. This Act takes effect July 1, 1988.

CSSB 248(Fin) -2 -
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REQUEST! FISCAL NOTE

Revision Date: Agency Affected ;Dopt. of Natural Resource
Title : Refinancing of Land Sale Contracts BRU:Land and Hater Management and
Div. of Management

sP°nsor: Jtenatoil£a?.ks Components:
Requestor:gpnat-p renanrp

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING s FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES \ .300.u 310.1 0 0 0
TRAVEL K n -0 . -

CONTRACTUAL \' 3.0 3,0

SUPPUES 11,5

EQUIPMENT \ n

LAND & STRUCTURES

GRANTS, CLAIMS \

MISCELLANEQUS

\
TOTAL OPERATING 336.6 s351.1 0 0 0

X
CAPITAL SZNn
7 REVENUE 550.0 550.0 \

FUNDING: (Thousands of Dollars)

GENERALFUND 336.6 351.1 \
FEDERALFUNDS \

OTHER \
TOTAL Jb.b 351.1 \

POSITIONS: \\

PARTTINE ; ;
TEMPORARY 12 e "

ANALYSIS . (Attach aseparate page if necessary)

* See attached for information on revenue.

Prepared by: 'S J2net Burlesom Phone: 465-3.4Q0-
Division;  Landand Wat  Management Date: 3 /29/-f18—
Approved by Commissioner: /fo Date:

Agency: Natural Resource

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor us--J n31t. 1

Office of Management and Budget u
Impacted Agengy(ies) ! MAR 33 1303 page, of



Fiscal Note
Page 2 of 8
SB 248 Refinancing of Land Sale Contracts

Analysis:

With the passage of SB 248 the Department of Natural Resources would have to
negotiate and process a large number of contract amendments. These amendments
could not be performed with existing personnel. We expect the greatest volume
of requests to be experienced during the Ffirst year of eligibility under the
bill. However, seme requests may also be expected during the second year.

a few would occur in subsequent years.

Only

The contract negotiation and amending of contracts would be done by the Resource
Officers and Technicians in the Division of Land and Water Management. A Natu-
ral Resource Officer 1l would supervise this task. The Accounting Technician
positions would be in the Division of Management and would audit, change bills,
cancel defaults, adjust accounts, close leases, transfer credits and communicate
with affected parties.

100 Personal Services
FY 89 FY 90
1 - NRO 11 16 B $ 45,016 $ 45,275
2 - NRO 1 14 B (39,551) 79,102 79,652
2 - NRT 1/11 10A/12 A (30,743) 61,486 (34,234) 68,468
2 - CT 111 8 A (27,730) 55,460 (28,430) 56,860
Subtotal $241,064 $250,255
1 - Acct. Tech 1l 14 B 39,551 39,801
1/2 Acct. Tech Il 14 B 19,775 20,025
Subtotal $ 59,326 $ 59,826
TOTAL $300,390 $310,081
200 - Travel -0- -0-
300 - Contractual 3,000 3,000
400 - Commodities
a) Supplies - paper, envelopes
Printed forms, folders
lables, contracts - 3,500 2,500
by Calculators - 7@$150=%$1,050 1,050 -0-
©) Postage & Certified Mail RRR
2 mailings 0 $.25 X 4400 = 1,100 1,100
3 Certified mailings
3 0 %$2.10 = $6.30
4400 0 $6.30 = 13,860 13,860
Total 19,510 17,460



500 - Equipment $ 13,650 -0-

4 Terminals @ $2,200 = $8,800
9 Desks & Chairs @ $500 = $4,500
7 Phones & Install @ $50 = $350

*NOTE: At $250 document handling fee for 4400 = $550,000/yr. assuming even
distribution.

This fiscal note could be funded by the program receipts mentioned above.
There are currently 4369 contracts with an interest rate of 11% or above.
Assuming that there will be a few contracts between 10% and 11% interest
the number for calculation purposes is 4400.

The loss in revenue due to refinancing at a lower interest rate will still have
be computed. This loss may be only a paper loss, however, because without refi-
nancing at a lower interest rate, defaults on land contracts will continue to
occur. Currently, defaults are occuring at a rate of 30 per month, with an
average parcel value of $10,000.



Position Title

No. of Positions Range/Step Barg. Unil
Natural Resource O fficer 11l ) 168 GGU
Time Status Staff Months Location Election District
12 Anchorage
Justification
Type of Expenditure Amount This position will be the project leader for imple-
1 2 3 mentation of the refinancing provisions of SB 248.
Sninry Duties include supervising two NRO I's and other
Benefits support staff. This team will be responsible for
Premium Pay contacting holders to notify them of this option
Other (approximately 4400), calculating the savings to the
Total Personal Services individual if necessary, amortizing the payment
Travel schedules, sending out contracts, etc.
Contractual
Commodities
Equipment 2,7bU.UU
Other
Total Cost 47,766.00
Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts 1005
Other
A Natural Resources

ReqUESt For geBnRCL)J/ Land and Water Management B
New Position e i bate 8

Component Land and Uater

Public Use

Revised Dale



ition Ti : No. of Pgsitions Range/Ste Barg. Unit
!IPPSIUOH e N atural Respurce 0fficer | _ / P 148 ! GGU
lime Status Staff Months Location Election District
24 Anchorage
Justification
Type of Expenditure Amount These two positions will be working on the refinaneit
2 3 cing provided by SB 248. They will work under the
Sninrv . ~project leader sending out notices, recalculating
Benefits F <mm . contracts, refiguring amortization rates, etc.
Premium Pay
Other
Total Personal Services S74.it>?. on
Travel
Contractual 300.00
Commodities
Equipment 5,500.00
Other
Total Cost 84,902.00
Funding Source for Total Cost
Federal Receipts 1002
G. F. Match 1003
General Fund 1004
GF Program Receipts 1005
Other y \ ‘
| §\,| ", J . . Sy n :l'lv .. 1
T A’--ﬁ*-‘-. -'>\/_-:-\/.y¢.+'.’*.2J'>:f:W/. ,"'lH"' 2o N "*. : »
Vo lt- L "5 S B
R R AR R B
RequeSt FOT AgeBnF::J/ Eat:raldR\;siurc;s X FY 89
o an an ater anagemen age 5 Of 8
NeW POSItlon Component Land & Uater Public Use éewsed Date



Position Title
Time Status Staff Mouths
rw/ 't 4 Vi, cm

Type of Expenditure
1

Satarv
Benefits
Premium Pay
Other
Total Personal Services

Travel
Contractual
Commodities
E(1U|pment
utlter

Total Cost

Funding Source for Total Cost
Federal Receipts 1002

G. F. Match 1003
General Fund 1004
GF Program Receipts 1005
Other

Request For
New Position

Natural Resource Technician I/TT.

24

Agency
BRU

Component

Amount
3

$63 .486.00
300.00
1,100.00
62,886.00

Barg. Uni
GA/ITA M

Election District

No. of Positions Range/Step

Location

.. Anchoras,?.

Justification
These two positions will be part of the team workin
on the refinancing for land contracts provided by
SB 248. The team w ill be sending notices,
reviewing and retyping contracts.

Natural Resources

Land and Water

Land and Water Public Use



p?snion Title Clerk Typist 111 No. of Positions Range/Step Barg. Unit
Time Status Staff Months Location Election
Anchorage
Justification
Type of Expenditure

These two positions will be part of team responsible
for figuring the refinancing for state land contract*
affected by SB 243.

1

nkary
llencfils
Premium Pay
Qilier
Total Personal Services

Travel
Contractual
Commodities 150.00

Equipment 1,100.00
Total Cost

Funding Source for Total Cost

Federal Receipts 1002
G. F. Match 1003
General Pupd 1004
GF Program Receipts 1005

Other

Agency Natural Resources
ﬁgavuepsésllzt?orn BRU Land and Water Management T

Component Land and Water Public Use



ition Ti No. of Positi '
Position Title Accounting Technician 11 0. of Positions 1 L Range/Step 143 Bal’g Unit GGU

Time Status Staff Months Location Election District
18 Anchorage
Justification
Type of Expenditure Amount

1 ? 3 These positions are needed to implement SB 248.
Salnrv They would be located in the Division of
Benefits ) - . Management and would audit, change bills cancel
Premium Pay ' defaults, adjust accounts, close leases, transfer
Other credits and caanunicate with the public.

Total Personal Services Vo $59,326.00
Travel
Contractual
Commodities 300.00
Equipment 3,300.00
Other

Total Cost 62,926.00.

Funding Source for Total Cost
Federal Receipts 1002

G. F. Match 1003

General Fund 1004

3F Program Receipts 1005

Other
L »

* ‘V -
‘W " V0

«5X?"
Department of natural Resources

Re ueSt For o Div. of Management nree

T4 BRU - -
New Position e e

Component Administrative Services Revised Date



STEVE COWPER, GOVERNOR

ey

400 WILLOUGHBY AYE.
JUNEAU. ALASKA 99801-1796
PHONE: (S07) 465-2400

JUE I*ABITTMEMT OB- NATURAL RESOURCES

OFFICE OF THE COMMISSIONER

March 29, 1988

The Honorable Rick Halford

Co-Chair, Senate Finance Committee

The Honorable Johne Binkley . ... ......
Co-Chair, Senate Finance Committee

F.0O. Box V

Juneau, Alaska 99811

bear Senator Halford and Senator Binkley:

Subject: Senate Bill 248, an act relating to the interest
rates charged in state land sale contracts.

Position: The department supports this bill. The current
method of linking land sale contract interest rates to a
federal agricultural lending program results in interest
rates that bear little relation to the market rates for

unimproved land. The proposed rate of 10% will be easier to
administer. The provision for rate adjustment 1is advisable
as it allows market conditions to influence the interest
rate.

Background: Though there will be some loss of revenue to
the state by lowering interest rates, it should be offset by
the benefits derived.

Although the exact number is impossible to calculate, lower
interests rates should result in fewer defaults. The cost
of resale and the fact that value will be lower when we
reoffer the land makes refinancing a preferable alternative
from the Ffiscal point of view. The state offered land
conveyances at great expense to provide land for private
ownership, and our focus is to keep it iIn private
ownership. Lowering and stabilizing the interest rate will
make it easier for Alaskans to keep their parcels.



Senator Rick Halford -2- March 29, 1988
Senator Johne Binkley

Recommendation; The department supports this legislation as
it will help keep property in private lands. As always, 1
look forward to making myself and my staff available to work
with the committee and sponsors as this bill progresses
through the legislature. - e

incerely,

cc: Committee Members
Bill Sponsor
Bob Evans
Rod Swope
Meg Hayes, Director
Janet Burleson, Legislative Liaison - .
Division of Land & Water Management



1988 L EOISLAT A 4510 DL YERSION: X$558_2M _XEin)

FISCAL NOTE

REQUEST:

Revision Date: 3/29/88 Natural Resources
Title: Relating to state land RRTI.n«iiu wT7ateY"Hattafcemwil—
sale contracts Division ot Management
Sponsor: y G Components:

Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY o3
PERSONAL SERVICES ... 4 31.0 .1
TRAVEL a . n
CONTRACTUAL 3 n 3 n
SUPPLIES io, - 17 q
EQUIPMENT 13 fi n

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING a3A A 351 1

CAPITAL

REVENUE

FUNDING: (Thousands ofDollars)

GENERAL FUND /n o
FEDERAL FUNDS

OTHER 206..0..
TOTAL mijL . v 5.0

POSITIONS:

FULL-TIME 8 8
PART-TIME 5 5
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

See attached.

Prepared by: Phone:
Division Date:
Approved by Commissioner: Senator Rick Halford Date: 3/30/88

Agency: Senafe Finance Co-Chairman

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page-—--—-- e



STATE OF ALASKAF|189%7 LEGISLATIVE SESSION

REQUEST:
Revision Date:  5/8/87

Title: Interest Kaces—imargea Inm scace

Land Sale Contracts
Sponsor . Senator Faika

Requestor: Resources

AL NOTE

BUI Version:  SB 2xs

Publish Date:

AgencyAffected: Natural Resources
. Land ano Water Management

Components

EXPENDITURES/REVENUES:

OPERATING FY 87

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES

FY ss

MISCELLANEOUS
TOTAL OPERATING

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL

POSITIONS:

FULLTIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

Preparedby: . T°m Hawkins

(Thousands of DoUars)

FY 89 FY 90 FY 91 FY 92

Division:” Land and Water™~amagement

hone: Nt
ate:-ZZEHHZLZ!Z

Approved by Commissioner: \ \ -
Agency: Natural Resource's—A

Distribution (b&/preparer): M
Legislative Finance
Legislative Sponsor
Requestor n
Office of Management and Budget
Impacted Agency(ies)

Senate Secretary
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Fiscal Note Analysis

SB 248

Rev. # OF Positions/Cost

Annual
Line Item Exoenditures Cost FYy 88 FY 89
100
Document Processing Clerk 11 25.1 4.0/100.4 4.0/100.4
Natural Resource Tech 11 30.7 4.0/122.8 4.0/122.8
Natural Resource Officer |1 33.6 1.0/33.6 1.0/33.6
Natural Resource Manager |1 43.6 0.5721.8 0.5/21.8
Accounting Tech 1 30.7 1.0/30.7 1.0/730.7
309.3 309 .3

200
No Travel Expenses 0.0 0.0
<300 " e

Certified Mail, Xerox, Telephone,

Terminal Hookups, Advertising 15.4 15.4
400
Misc. Supplies 7.1 7.1
500
2 Terminals/2 Calculators 3.6 0.0
TOTAL COSTS 335.4 327.2
DISCUSSION: Revisions made to the 4/22/87 fiscal note are

as follows:

1) One position is authorized in FY 88 from general funds
(40.6) to provide initial notification to these eligible to

amend their contracts (100 - Natural Resource Officer 1,
1.0/33.6; 300 - Certified Mail, Xerox, Advertising , 5.0;
400 - Miscellaneous Supplies - 2.0). No general funds are

provided for FY 89.

2) Individual position costs have been reduced by 10% to
conform with existing personal services TfTunding levels of
90%.

3) The Department®"s assumption that workload will be
substantially more in FY 88 than FY. 89 is not reflected.
Instead, 1in this revision positions are reduced in FY 88 and



increased in FY 89 in an attempt to more accurately reflect

potential workload generated. This revision would allow for
a "start-up” period to set up the unit and inform the public
of the availability of refinancing.

4) Because this proposed program will operate on program
receipts, it is essential that the authority to receive
these funds be established. House Bill 263, dealing with
establishing program receipt authority, needs to be amended
to provide this authorization.

5) The Department®s 4/22/87 fiscal note did not reflect the
source of funding. In this revision, it is established aS$
other fTunding or program receipts, except for the one
start-up position to be funded by general funds.



* Sec. 3. A purchaser holding a land sale contract
entered into under AS 38.05.065(a) or (b) before the
effective date of this Act may amend the contract upon
payment of an administrative service fee of $250. The
Commissioner of Administration shall separately account for
all administrative service fees collected under this section
that the Department deposits in the general fund. The
annual estimated balance in this account may be used by the
legislature to make appropriations to the department to
carry out the purposes of AS 38.05.065. The interest
charged on the balance due after the amendment shall be the
rate charged by the Department of Natural Resources at the
time the administrative service fee was received. A
purchaser may not amend a contract under this section more

than once.
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Letter of Intent

S3 248

If th
staffi
the fiscal
demand for state land sale contracts, the department shall
come to the Legislative Budget and Audit Committee for
increased program receipt authorization.

e Department of Natural Resources should find that the
ng and associated program receipts provided for in
c note are insufficient to meet the refinancing



. S M ‘ @ STEVE COWPER, GOVERNOR
M M M

DEMHTMEXT OF NATURAL RESOURCES 400 WILLOUGHBY AE.
LG, AAKA -7
OFFICE OF THE COMMISSIONER - () 240

May 8, 1987

The Honorable Jan Faiks
"Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Senator Faiks

After further discussions with Dave Parish of your staff and
Tom Maher, Legislative Finance Division, we have revised the
fiscal note prepared by Tom Maher (dated 4/16/87) for SB 248
relating to changing the interest rates charged for state
land sale contracts

Because this proposed program will operate from program
receipts, except for one start-up position, it is essential
that the authority to receive these funds be established.
House B ill 263, dealing with establishing program receipt
authority, needs to be amended to provide this
authorization.

Please contact Tom Hawkins of my staff if you need further
assistance, or if you have questions about this revised
fiscal note.

cerely,

dith M. Brady
ommissioner

cc: Rod Swope
George Sullivan
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Line ltem Expenditures

#Positions/Cost

100
Annual
Cost FY88
Document Processing Clerk Il 27.9 4.5/125.6
Natural Resource Technician Il 34.1 6.0/204.6
Natural Resource Officer | 37.3 5.0/186.5
Natural Resource Manager | 48 .4 0.5/24.2
Accounting Tech | 34.1 1.5/51.2
592.1
FY 90 - 92 One Accounting Tech 1 -6 maonths $17.1

Analysis

With the passage of SB 248,

FY89

the Department of Natural Resources would

have to negotiate and process a large number of contract amendments.

These amen

first year of eligibility under the bill.
also be expected during the second year
subsequent years

The contract negotiation and redrafting of contracts would be done by
the Natural Resource Technicians and officers in the Division of
A Natural Resource Manager | would supervise

and Water Managment.
this task.
Division of Management and would audit,
adjust accounts, close leases
the public.

200

No travel expenditures

300

Certified mail, xerox, telephone,

terminal hookups 15.4
400

Misc. supplies 7.1
500

2 terminals and

2 calculators 3.6

618.2

ments could not be performed with existing-
expect the greatest volume of requests to be experienced during
some requests
Only a few would occur

"However,

The Accounting Technician positions would be
change bills,
transfer credits and communicate with

cancel

personnel

the

in

in the

10.0

2.5

320.6

Page 2 of 3

Land

defaults,



Revenues

Long term changes in revenue are difficult to calculate.

The approximately 6000 land sale contracts that are expected to be
refinanced under this bill would bring in $1.5 million over a two year
period (6000 contracts X $250.00 = $1,500,000)

The loss in revenue due to refinancing 6000 parcels with an estimated
total value of $60 - $70 million at a lower interest rate would be
about $1.5 million/year, assuming an average 3% reduction in interest
rates over the life of the contracts. This loss may be only a paper
loss, however, because without refinancing at a lower interest rate,
defaults on land contracts will continue to occur. Currently,
defaults are occurring at a rate of 90 per month, with an average
parcel value of $10,000.

Page 3 of 3
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égg 248,G&F0i§]ca| Note Analysis

Rev.
. . Annual
Line Item Expenditures Cost
100
Document Processing Clerk Il 27.6
Natural Resource Manager | 47.9
Accounting Tech. | 33.7
109.2
200
No Travel Expenses 0.0
300
Certified Mail, Xerox, Telephone, Terminal
Hookups, Advertising/Notification 6.0
400
Misc. Supplies 4.0
500
2 Terminals/2 Calculators 1.5
Total Costs , 120.7

DISCUSSION: Revisions made to the 4/22 fiscal note are as
follows:

1) Because this proposed program will operate on program
receipts, it is essential that the authority to receive
these funds be established. House Bill 263, dealing with
establishing program receipt authority, needs to be amended
to provide this authorization.

2) The department's 4/22 fiscal note did not reflect the
source of funding. In this revision, it is established as
other funding or program receipts.
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Original sponsor: Faiks

1 IN THE SENATE

2 CS FOR SENATE BILL NO. 248 ( )

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to state land sale contracts."

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

8 * Section 1. AS 38.05.065(a) is amended to read:

g (@) The contract of sale for land sold at public auction under
10 AS 38.05.055 shall require the remainder of the purchase price to be
11 paid in monthly, quarterly™ or annual installments over a period of 20
12 years, with interest at a [THE PREVAILING] rate that is equivalent to
13 the cost of funds for real estate mortgage loans made by the [FEDERAL
14 LAND BANK FOR THE FARM CREDIT DISTRICT FOR] Alaska Housing Finance
15 Corporation under AS 18.56.098(g) at the time the contract is signed.
16 Installment payments plus interest shall be set on the level-payment
17 basis.

18 * Sec. 2. AS 38.05.065(b) is amended to read:

19 (b) The contract of sale for land sold under AS 38.05.057 and
20 under AS 38.05.078 shall require the remainder of the purchase price
2 to be paid in monthly, quarterly, or annual installments over a period
22 of not more than 20 years. Installment payments plus interest shall
3 be set on the level-payment basis. The interest rate to be charged on
A installment payments is a [THE PREVAILING] rate that is equivalent to
2 the cost of funds for real estate mortgage loans made by the [FEDERAL
2% LAND BANK FOR THE FARM CREDIT DISTRICT FOR] Alaska Housing Finance
20 Corporation under AS 18.56.098(g) at the time the contract is signed.
2 * Sec. 3. (a) A purchaser holding a land sale contract entered into

2 under AS 38.05.065(a) or (b) before the effective date of this Act may
-1- CSSB 248 )
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amend the contract upon payment of an administrative service fee of $250.

The interest rate charged on the balance due after the amendment shall

the rate charged by the Department of Natural Resources at the time

administrative service fee was received. A purchaser may not amend

contract under this section more than once.

(b) The commissioner of administration shall separately account
all administrative service fees collected wunder this section that
commissioner deposits in the general fund. The legislature may use
annual estimated balance in this account to make appropriations to
department to carry out this section.

* Sec. 4. The provisions of sec. 3 of this Act do not apply to

he
the

a

for
the
the
the

con-

tracts for the sale of mental health trust land or university trust land.

CSSB 248( ) -2-



Alaska State Legislature

SENATE P.0. Box v
_ _ State Capitol
Office of the President Juneau, Alaska 99811
May 8, 1987
MEMORANDUM
T0: Senator Johne Binkley, Co-Chairman
Senate Finance Committee
FROM: Senator Jan Fa
President of t
SUBJECT*. Background on Senate Bill 248
An Act relating t(p the interest rates charged
in state land sale contracts.
Senate Bill 248 has been referred to your committee for
consideration. The purpose of this bill is to enable the

Department of Natural Resources to issue land sale
contracts with interest rates which more closely reflect
current market conditions,

Currently AS 38.05.065 requires DNR to charge the
prevailing Federal Land Bank (FLB) for the Farm District
for Alaska interest rate for land sale contracts. The rate
charged by DNR has been based upon the FLB rate since 1979,
Originally this was done to ensure an objective,
conservative index which tracked market loan rates for
unimproved land without too much volatility. Prior to 1279
the statute stated that the rate would bhe at least five
percent, and would be set by the director of the Division
of Lands. By the late 1970's this broad guideline caused
disagreements prior to every land sale, with the purchasers
asking for extremely low rates at a time of double-digit
inflation. Thus, the rate was then tied to the FLB rate to
eliminate uncertainty by removing the determination
decision out of DNR

The FLB rate for the Alaska District has stayed at 12.75%
since 1984. This rate is currently well above the private
market levels in Alaska of between nine and ten percent,.



Currently the state has 6,000 contracts for land sales.

DNR estimates that under the current interest rate, 750 are
in foreclosure, and 90 more per month are going into
foreclosure, with an average value of $10,000 per parcel.

The particular provisions of the Committee Substitute for
SB 248 are as follows:

Sections 1: Amends the terms of contract of sale by
changing the criteria for the statutory interest rate
charged on sale contracts for state land sold at auction.
Currently the rate for these contracts is the same as the
prevailing rate for loans made by the Federal Land Bank for
the Farm Credit District for Alaska (now 12 3/4%) Under
the amendment the rate would correspond to the cost of
funds for real estate mortgage loans made by the Alaska
Housing Finance Corporation (now 9 1/8%).

Section 2: Makes the same change for land sold at lottery
or under the (repealed) remote parcel program.

Section 3: Allows a purchaser holding a state land sale

contract executed before the effective date of the act to
amend the contract interest rate portion of that contract
to the new rate upon payment of a $250 service fee. About
6000 existing contracts would have a first year savings of
excess of $250.

Section 4; Establishes clearly the legislature's intent
that the interest rate amendment opportunity does not apply
to university and mental health lands.

You have been provided a Committee Substitute which
reflects the following changes from the Resources Committee
Substitute:

Section 3(a) changes "refinancing" to "amending" land sale
contracts.

Section 3(b) provides authority for the Department to
utilize the funds collected under this program for the
administration of the program.



Alaska State Legislature

SENATE PO
. _ State
O ffice of the President Juneau, AI ?
March 7, 1988
MEMORANDUM
T0: Senator Rick Halford, Co-Chairman
Senate Finance Comrta>
FROM: Senator Jan Faiksl
President of the “en
SUBJECT: Background on SenateJ'Bill 248, An Act relating
to state land sale contracts
The purpose of Senate Bill 248 is to enable the Department

of Natural Resources to issue land sale contracts with
interest rates which more closely reflect current market
conditions.

Currently AS 38.05.065 requires DNR to charge the
prevailing Federal Land Bank (FLB) for the Farm District
for Alaska interest rate for land sale contracts. The rate
charged by DNR has been based upon the FLB rate since 1979.
Originally this was done to ensure an objective,
conservative index which tracked market loan rates for
unimproved land without too much volatility.

Prior to 1979 the statute stated that the rate would be at
least 5 percent, and would be set by the director or the
Division of Lands. By the late 1970's this broad guideline
caused disagreements prior to every land sale, with the
purchasers asking for extremely low rates at a time of
double-digit inflation. Thus, the rate was then tied to
the FLB rate to eliminate uncertainty by removing the
determination decision out of DNR.

The FLB rate for the Alaska District stayed at 12 3/4
percent between 1984 and May, 1987, when it was lowered to
12 1/4 percent. This rate is currently well above the
private market rates in Alaska of between ten and eleven
percent.
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Currently the State has 6,000 contracts for land sales,
with an average value of $10,000 per parcel. DNR estimates
that under the current interest rate, 600 are either in
bankruptcy, default, terminated, foreclosed, or delinquent,
59 are under payment moratoriums, and 160 were relinquished
to the State during calendar year 1987,

The particular provisions of the proposed Committee
Substitute are as follows:

Section |: Amends the terms of sale contracts by changing
the criteria for the statutory interest rate charged on
state land sold at auction from the prevailing FLB rate to
the rate determined in Section 3.

Section 2: Makes the same change for land sold at lottery
or under the (repealed) remote parcel program.

Section 3: Changes the interest rate to 10 percent per
year, and requires the commissioner to adjust the interest
rate in any year that the consumer price index differs from
the previous year by 10 percent.

Section 4: Allows individuals holding current contracts to
refinance upon the payment of a $250 service fee.

Section 5. Establishes clearly the Legislature's intent
that the interest rate amendment does not apply to
university and mental health trust lands.



SENATE COMMITTEE REPORT
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A FURTHER:  FINANCE
* %
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Introduced: 4/9/87 5-1028A
Referred: Resources
& Finance

IN THE SENATE BY FAIKS
SENATE BILL NO. 248
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
ABILL
For an Act entitled: "An Act relating to the interest rates charged in
state land sale contracts."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA
* Section 1. AS 38.05.065(a) is amended to read:

(@) 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 nonsubsidized real
estate mortgage loans made by the [FEDERAL LAND BANK FOR THE FARM
CREDIT DISTRICT FOR] AlaskaHousing Finance Corporation at the time
the contract is signed. Installment payments plus interest shall be
set on the level-payment basis.

* Sec. 2. AS 38.05.065(b) is amended to read:

(b) The contract of sale for 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, quarterly, or annual installments over a period
of not more than 20 years. Installment payments plus interest shall
be set on the level-payment hasis. The interest rate to be charged on
installment payments is the [PREVAILING] rate for nonsubsidized real
estate mortgage loans made by the [FEDERAL LAND BANK FOR THE FARM
CREDIT DISTRICT FOR] AlaskaHousing Finance Corporation at the time
the contract is signed.

+ Sec. 3. A purchaser holding a land sale contract entered into under
AS 38.05.065(a) or (b) before the effective date of this Act may refinance
SB0248a -1- B 248



1 the contract on payment of a refinancing fee of $250. The interest charged
2 on the halance due
3 AS 38.05.065(a) or (b) as amended by sec. 1 or 2 of this Act.
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Original sponsor: Faiks

8/81 5-1028E
ance

IN THE SENATE BY THE RESOURCES COMMITTEE
CS FOR SENATE BILL NO. 248 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to state land sale contracts."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 38.05.065(a) is amended to read:

(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 a [THE PREVAILING] rate that is equivalent to
the cost of funds for real estate mortgage loans made by the [FEDERAL
LAND BANK FOR THE FARM CREDIT DISTRICT FOR] Alaska Housing Finance
Corporation under AS 18.56.098(g) at the time the contract is signed.
Installment payments plus interest shall be set on the level-payment
basis.

* Sec. 2. AS 38.05.065(b) is amended to read:

(b) The contract of sale for 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, quarterly, or annual installments over a period
of not more than 20 years. Installment payments plus interest shall
be set on the level-payment basis. The interest rate to be charged on
instaliment payments is a [THE PREVAILING] rate that is equivalent to
the cost of funds for real estate mortgage loans made by the [FEDERAL
LAND BANK FOR THE FARM CREDIT DISTRICT FOR] Alaska Housing Finance
Corporation under AS 18.56.098(g) at the time the contract is signed.

* Sec. 3. A purchaser holding a land sale contract entered into  under

29 AS38.05.065(a) or (b) before the effective date of this Actmay refinance

SB0248b 1- (3B 248(Res)
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the contract on payment of a refinancing fee of $250.  The interest rate
charged on the balance due after refinancing shall be the rate charged by
the Department of Natural Resources at the time the refinancing fee was re-
ceived. A purchaser may not refinance a contract under this section more
than once.

* Sec. 4. The provisions of sec.3 of this Act do not apply to con-
tracts for the sale of mental health trust land or university trust land.

0SB 248(Res) 2. SB0248b





