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O r i g i n a l  s p o n s o r s :  K e l l y  and S tu r g u l e w s k i

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 408 (F inance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL
F o r  an A c t e n t i t l e d :  "An A c t r e l a t i n g  t o  t h e  d i v i s i o n  o f  b a n k in g ,  s e c u ­

r i t i e s ,  and  c o r p o r a t i o n s ;  e s t a b l i s h i n g  t h e  r e a l  p r o p ­
e r t y  l i q u i d a t i n g  p ro g ram  w i t h i n  t h e  d i v i s i o n ;  au ­
t h o r i z i n g  c e r t a i n  p u b l i c  c o r p o r a t i o n s  t o  p a r t i c i p a t e
i n  t h e  p rog ram ; and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "  

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. LEGISLATIVE FINDINGS AND INTENT. (a) The l e g i s l a t u r e

f i n d s  t h a t
(1) t h e r e  h av e  b e e n  i n  t h e  s t a t e  s e v e r a l  f a i l u r e s  o f  s t a t e  and 

f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n s  and one bank  c o n s o l i d a t i o n  by
j

t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  u n d e r  12 U .S .C . 1823(c); I
(2) t h e s e  f i n a n c i a l  i n s t i t u t i o n s  a s  w e l l  a s  o t h e r  b u s i n e s s e s  and ;

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

(3) t h e s ^  b u s i n e s s e s  and  gove rnm en t a g e n c i e s  n e e d  t o  b e  p e r m i t ­
t e d  t o  c o o p e r a t e  i n  a d m in i s t e r i n g  t h e s e  l o a n s  and  p r o p e r t i e s  t o  a v o id  f u r ­
t h e r  a d v e r s e  e f f e c t s  on t h e  s t a t e ' s  r e a l  e s t a t e  m a rk e t s  and t o  s t a b i l i z e  
t h e  s t a t e ' s  b a n k in g  sy s tem ;  and

(4) t h e  m a in te n a n c e  o f  s t a b l e  and  o r d e r l y  m a rk e t s  f o r  t h e  p u r ­
c h a s e  and  s a l e  o f  com m erc ia l  and r e s i d e n t i a l  r e a l  e s t a t e  i n  t h e  s t a t e  i s  
e s s e n t i a l  t o  t h e  economy o f  t h e  s t a t e  and  t h e  w e l f a r e  o f  i t s  c i t i z e n s ,  as 
i s  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  b a n k in g  sy s tem .

(b) The l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  
b an k in g  sy s tem  and  r e a l  e s t a t e  m a rk e t s  and  p r e v e n t  a p r e c i p i t o u s  d e c l i n e  in

-1- CSSSSB 408(Fin)
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r e a l  e s t a t e  p r i c e s  by d i s p l a c i n g  c o m p e t i t i o n  w i t h  gove rnm en t  r e g u l a t i o n  i n  
m a t t e r s  r e l a t i n g  t o  t h e  a d m i n i s t r a t i o n ,  management, and  d i s p o s i t i o n  o f  _ e a l  
p r o p e r t y  i n  t h e  s t a t e  and  l o a n s  s e c u r e d  by  t h e  p r o p e r t y  h e l d  by  f i n a n c i a l  
i n s t i t u t i o n s ,  o t h e r  b u s i n e s s e s ,  and s t a t e  and  f e d e r a l  a g e n c i e s .  By a u ­
t h o r i z i n g  t h e  c r e a t i o n  o f  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  and  
m an d a t i n g  a c t i v e  s t a t e  s u p e r v i s i o n  o f  t h e s e  o r g a n i z a t i o n s ,  t h e  l e g i s l a t u r e  
i n t e n d s  t h a t  e a c h  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  and  a l l  p e r s o n s  
and e n t i t i e s  who s u b s c r i b e  o r  g r a n t  a s s e t s  t o ,  c o n t r i b u t e  f u n d s  o r  s e r v i c e s  
t o ,  o b t a i n  a b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e  i n  t h e  management o f  
t h e  o r g a n i z a t i o n  w i l l  b e  f u l l y  immunized a g a i n s t  p o t e n t i a l  l i a b i l i t y  u n d e r  
f e d e r a l  a n t i t r u s t  laws and s t a t e  a n t i t r u s t ,  c o m p e t i t i o n ,  and  t r a d e  p r a c ­
t i c e s  laws a r i s i n g  f rom  t h e  o p e r a t i o n  o f  t h e  o r g a n i z a t i o n  o r  t h e  a c t i v i t i e s
o f  any  p e r s o n  o r  e n t i t y  p e r f o rm ed  i n  c o n n e c t i o n  w i t h  t h e  o r g a n i z a t i o n .

* Sec .  2. AS 06 i s  amended by  a d d in g  a  new c h a p t e r  t o  r e a d :
CHAPTER 50. REAL PROPERTY LIQUIDATING PROGRAM.

Sec .  06.50.010. RESPONSIBILITY OF DIRECTOR. (a) The r e a l  
p r o p e r t y  l i q u i d a t i n g  p ro g ram  i s  e s t a b l i s h e d  i n  t h e  d i v i s i o n  o f  b a n k ­
i n g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s .  The d i r e c t o r  o f  t h e  d i v i s i o n  s h a l l  
a d m i n i s t e r  t h i s  c h a p t e r .

(b) By F e b r u a r y  1 o f  e a c h  y e a r  t h e  d i r e c t o r  s h a l l  s u bm i t  a
r e p o r t  t o  t h e  l e g i s l a t u r e  summ ar iz ing  a c t i v i t i e s  o f  t h e  d i v i s i o n  u n d e r  
t h i s  c h a p t e r  d u r i n g  t h e  p r e v i o u s  y e a r .

S ec .  06.50.020. FORMATION. (a) T h re e  o r  more g r a n t o r s  may
c r e a t e  a  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  by  f i l i n g  t h e  o r g a ­
n i z a t i o n a l  documen ts  w i t h  t h e  d i r e c t o r .  The d i r e c t o r  and  t h e  g o v e r n o r  
s h a l l  r e v i e w  t h e  documents and may a p p r o v e  them i f  t h e y  comply w i t h
(c) o f  t h i s  s e c t i o n  and  a r e  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h i s  
c h a p t e r .  Conveyance o f  a s s e t s  t o  o r  d i s p o s i t i o n  o f  a s s e t s  by  an 
o r g a n i z a t i o n  i s  n o t  e f f e c t i v e  u n t i l  t h e  o r g a n i z a t i o n a l  documen ts  h av e  

CSSSSB 408(Fin) -2-
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b e e n  r e v i ew ed  and  ap p ro v ed  by  t h e  d i r e c t o r  and  t h e  g o v e r n o r .
(b) At t h e  t im e  o r g a n i z a t i o n a l  documen ts  a r e  f i l e d  w i t h  t h e  

d i r e c t o r  u n d e r  (a) o f  t h i s  s e c t i o n ,  a  copy s h a l l  b e  made a v a i l a b l e  by 
t h e  g r a n t o r s  t o  t h e  l e g i s l a t i v e  a u d i t o r .  The l e g i s l a t i v e  a u d i t o r  
s h a l l  r e v i e w  t h e  documen ts  and  r e p o r t  t o  t h e  L e g i s l a t i v e  Budge t  and 
A u d i t  Commit tee .  The com m i t t e e  may recommend a p p r o v a l  o r  d i s a p p r o v a l  
o f  t h e  documen ts  t o  t h e  g o v e r n o r .

(c) The o r g a n i z a t i o n a l  documen ts  may n o t  p r o v i d e  f o r  t r a n s f e r  by 
a  g r a n t o r  t o  a n  o r g a n i z a t i o n  o f  a s s e t s  o t h e r  t h a n  r e a l  p r o p e r t y  i n  t h e  
s t a t e ,  l o a n s  s e c u r e d  by  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and c a s h .  The 
o r g a n i z a t i o n a l  documen ts  mus t

(1) s t a t e  t h e  p u r p o s e  o f  t h e  o r g a n i z a t i o n ;
(2) i d e n t i f y  a l l  g r a n t o r s  who h av e  s u b s c r i b e d  t o  t h e  o r g a ­

n i z a t i o n  and a l l  p e r s o n s  who w i l l  p o s s e s s  an  i n t e r e s t  i n  t h e  o r g a ­
n i z a t i o n  upon i t s  f o rm a t i o n ;

(3) d e s c r i b e  t h e  manner i n  w h ich  t h e  o r g a n i z a t i o n  w i l l  be
managed ;

(4) p r e s c r i b e  t h e  method  u n d e r  w h ich  d i s t r i b u t i o n s  t o  t h e  
g r a n t o r s  and o t h e r  b e n e f i c i a r i e s  w i l l  b e  made;

(5) p r o v i d e  f o r  t h e  c onveyan ce  t o  t h e  o r g a n i z a t i o n  o f  a l l  
o r  p a r t  o f  t h e  g r a n t o r s '  p o r t f o l i o s  o f  com merc i a l  and  r e s i d e n t i a l  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and  r e a l  e s t a t e  l o a n s  s e c u r e d  by  r e a l  p r o p e r t y  
i n  t h e  s t a t e ;

(6) p r o v i d e  f o r  t h e  t r a n s f e r  t o  t h e  o r g a n i z a t i o n  o f  c a s h  i n  
s u f f i c i e n t  amounts t o  e n a b l e  t h e  o r g a n i z a t i o n  t o  o p e r a t e ;

(7) e n s u r e  t h a t  e a c h  g r a n t o r  c o n t r i b u t e s  a r e a s o n a b l e  
amount o f  c a s h  t o  be  u s e d  f o r  o p e r a t i n g  e x p e n s e s  o f  t h e  o r g a n i z a t i o n ;

(8) e n s u r e  t h a t  a l l  a s s e t s  t r a n s f e r r e d  t o  t h e  o r g a n i z a t i o n  
a r e  a p p r a i s e d  a t  f a i r  m a rk e t  v a l u e  a t  t h e  t im e  o f  t h e  t r a n s f e r ;

-3- CSSSSB 408(Fin)
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(9) p r o v i d e  f o r  t h e  o r d e r l y  d i s p o s i t i o n  o f  t h e  r e a l  p r o p ­
e r t y  and  r e a l  e s t a t e  l o a n s  o f  t h e  o r g a n i z a t i o n  a t  p r i c e s  t o  be d e ­
t e rm i n e d  by t h e  o r g a n i z a t i o n  u n d e r  r e g u l a t i o n s  a d o p t e d  b y  t h e  d i r e c ­
t o r ;

(10) p r o v i d e  f o r  e x p e n d i t u r e s  t o  manage o r g a n i z a t i o n  a s s e t s ,  
i n c l u d i n g  e x p e n d i t u r e s  t o  p r e s e r v e  o r  e n h an c e  t h e  v a l u e  o f  t h e  o r g a ­
n i z a t i o n ' s  p r o p e r t i e s ;

(11) e s t a b l i s h  t e rm s  f o r  t h e  d i s s o l u t i o n  o f  an  o r g a n i z a t i o n ;
and

(12) p r o v i d e  f o r  t h e  e s t a b l i s h m e n t  o f  o t h e r  t e rm s  and  con- I 
d i t i o n s  r e l a t i n g  t o  t h e  s a l e  o r  o t h e r  d i s p o s i t i o n  o f  a s s e t s  t h a t  t h e  j 
g r a n t o r s  c o n s i d e r  n e c e s s a r y  o r  a p p r o p r i a t e  t o  e n s u r e  t h a t  t h e  o r g a ­
n i z a t i o n  w i l l  b e  o p e r a t e d  i n  a  manner t h a t  w i l l  p r o v i d e  f o r  o r d e r l y
d i s p o s i t i o n  o f  t h e  o r g a n i z a t i o n ' s  a s s e t s  and p rom o te  s t a b l e  r e a l  
e s t a t e  m a r k e t s  and  a s t a b l e  b a n k in g  sy s tem  i n  t h e  s t a t e .

S ec .  06.50.030. AUDITS AND REPORTS. (a) I n  a d d i t i o n  t o  t h e  
r e c o r d  k e e p i n g  r e c u i r e m e n t s  s p e c i f i e d  i n  r e g u l a t i o n s  a d o p t e d  by t h e  
d i r e c t o r  o r  i n  t h e  o r g a n i z a t i o n a l  documen ts ,  t h e  o r g a n i z a t i o n  s h a l l  
r e t a i n  a  c e r t i f i e d  p u b l i c  a c c o u n t a n t  t o  a n n u a l l y  p r e p a r e  and  s u bm i t  t o  
t h e  d i r e c t o r  on o r  b e f o r e  A p r i l  1 an  a u d i t e d  b a l a n c e  s h e e t ,  income 
s t a t e m e n t ,  s t a t e m e n t  o f  p r i n c i p a l ,  s t a t e m e n t  o f  c h ang e s  i n  f i n a n c i a l  
p o s i t i o n ,  s c h e d u l e  o f  a l l  d i s p o s i t i o n s  or r e a l  p r o p e r t y ,  r e a l  e s t a t e  
l o a n s ,  and  o t h e r  a s s e t s  made by  t h e  o r g a n i z a t i o n  d u r i n g  t h e  p r e v i o u s  
c a l e n d a r  y e a r ,  and  l e t t e r s

(1) c e r t i f y i n g  t h a t  a l l  d i s p o s i t i o n s  o f  r e a l  p r o p e r t y ,  r e a l  
e s t a t e  l o a n s ,  and o t h e r  a s s e t s ,  and a l l  d i s t r i b u t i o n s  d u r i n g  t h e  y e a r  
we re  made i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  o r g a n i z a t i o n a l  
documen ts  and  t h i s  c h a p t e r ,  o r  i d e n t i f y i n g  any  v a r i a n c e ;  and

(2) w i t h  r e s p e c t  t o  t h e  i n t e r n a l  f i n a n c i a l  c o n t r o l s  and  
CSSSSB 408(Fin) -4-
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p r a c t i c e s  o f  t h e  o r g a n i z a t i o n ,  p r o v i d i n g  r e com m enda t io n s  t h e  a c c o u n ­
t a n t  c o n s i d e r s  a p p r o p r i a t e .

(b) The o r g a n i z a t i o n  s h a l l  p r e p a r e  and f i l e  w i t h  t h e  d i r e c t o r  
and  t h e  l e g i s l a t i v e  a u d i t o r ,  on a  q u a r t e r l y  b a s i s ,  a  r e p o r t  c o n t a i n i n g  
t h e  f o l l o w i n g :

(1) a s c h e d u l e  o f  a l l  r e a l  p r o p e r t y ,  r e a l  e s t a t e  l o a n s ,  and 
oth'-.r a s s e t s  h e l d  by  t h e  o r g a n i z a t i o n ;

(2) t h e  s a l e  p r i c e  and  a l l  o t h e r  s i g n i f i c a n t  t e rm s  o f  s a l e  
f o r  r e a l  p r o p e r t y  s o l d  by t h e  o r g a n i z a t i o n  and amount o f  p r o c e e d s  
r e c e i v e d  by  t h e  o r g a n i z a t i o n  f rom  r e a l  e s t a t e  l o a n s  and  o t h e r  a s s e t s  
s i n c e  t h e  d a t e  o f  t h e  p r e v i o u s  r e p o r t ;  and

(3) a p r o p o s e d  o p e r a t i n g  p l a n  f o r  t h e  n e x t  q u a r t e r l y  p e r i o d  
t h a t  con fo rms w i t h  r e g u l a t i o n s  a d o p t e d  u n d e r  t h i s  c h a p t e r .

Sec .  06.50.040. REVIEW AND APPROVAL. (a) The d i r e c t o r  s h a l l  
r e v i e w  e a c h  r e p o r t  f i l e d  u n d e r  AS 06.50.030(b) and  a p p r o v e  o r  d i s a p ­
p r o v e  t h e  p r o p o s e d  o p e r a t i n g  p l a n  w i t h i n  20 days  a f t e r  f i l i n g .  I n  
r e v i e w i n g  e a c h  r e p o r t  and  o p e r a t i n g  p l a n ,  t h e  d i r e c t o r  s h a l l  c o n s i d e r  
c u r r e n t  m a r k e t  c o n d i t i o n s .  The d i r e c t o r  may a p p r o v e  an  o p e r a t i n g  p l a n  
i f  t h e  d i r e c t o r  f i n d s  t h a t  t h e  r e p o r t  and  p l a n

(1) comply w i t h  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;
(2) e n s u r e  a l l  p r o v i s i o n s  o f  t r u s t  a g r e em en t s  and  a g r e e ­

m en t s  b e tw een  s t a t e  e n t i t i e s  and o r g a n i z a t i o n s  a r e  a d h e r e d  t o ;
(3) p r o v i d e  p o l i c i e s  t h a t  m ee t  t h e  r e q u i r e m e n t s  o f  l aw  and 

r e g u l a t i o n s ,  e s t a b l i s h  sound  f i s c a l  p r a c t i c e s ,  and e n s u r e  p r o p e r  
management i

(4) e n s u r e  s t a t e  i n v e s tm e n t s  w i l l  n o t  be  a d v e r s e l y  a f f e c t e d  
by  p o o r  management o r  p o l i c i e s ,  i n c l u d i n g  payment o f  e x c e s s  compen­
s a t i o n  o r  b e n e f i t s  t o  o f f i c e r s  and  emp loyees  o f  t h e  o r g a n i z a t i o n ;  and

(5) e n s u r e  t h a t  t h e  o r g a n i z a t i o n  w i l l  h a v e  t h e  amount o f
-5- CSSSSB 408(Fin)
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c a s h  n e c e s s a r y  f o r  o p e r a t i n g  e x p e n s e s  d u r i n g  t h e  q u a r t e r .
(b) I f  a  p r o p o s e d  o p e r a t i n g  p l a n  i s  a p p ro v e d  by  t h e  d i r e c t o r ,  i t  

s h a l l  b e  s u b m i t t e d  f o r  a p p r o v a l  o r  d i s a p p r o v a l  by t h e  g o v e r n o r .  The 
l e g i s l a t i v e  a u d i t o r  s h a l l  r e v i ew  t h e  o p e r a t i n g  p l a n  and r e p o r t  t o  t h e  
L e g i s l a t i v e  Budge t  and  A u d i t  Commit tee .  The c om m i t t e e  may recommend 
a p p r o v a l  o r  d i s a p p r o v a l  o f  t h e  p l a n  t o  t h e  g o v e r n o r .

(c) W i t h i n  f i v e  days a f t e r  t h e  d i r e c t o r  n o t i f i e s  an  o r g a n i z a t i o n  
o f  i t s  i n t e n t i o n  t o  i n s p e c t  b u s i n e s s  r e c o r d s ,  a l l  b u s i n e s s  r e c o r d s  
m a i n t a i n e d  by t h e  o r g a n i z a t i o n  s h a l l  be  a v a i l a b l e  f o r  r e v i e w  and

t
e x am in a t i o n  by t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s  !I
a t  t h e  o r g a n i z a t i o n ' s  p r i n c i p a l  p l a c e  o f  b u s i n e s s ,  d u r i n g  r e g u l a r  
b u s i n e s s  h o u r s .  The d i r e c t o r  s h a l l  exam ine  t h e  b u s i n e s s  r e c o r d s  o f  an 
o r g a n i z a t i o n  on a r e g u l a r  b a s i s  a t  l e a s t  tw i c e  e a c h  c a l e n d a r  y e a r  t o  
d e t e rm i n e  w h e t h e r  t h e y  d em o n s t r a t e

(1) p r o p e r  e n d o r s em en t s  o f  l o a n s  and a g r e em en t s ;
(2) p e r f e c t i o n  o f  i n t e r e s t s  i n  c o l l a t e r a l ;
(3) p r o p e r  a p p r a i s a l s  and  o t h e r  d e t e r m i n a t i o n s  o f  v a l u e ;

.

(4) p r o p e r  a s s e s sm e n t  o f  t h e  f i n a n c i a l  p o s i t i o n  o f  g r a n ­
t o r s ,  i n v e s t o r s ,  o r  b o r r o w e r s ;  and

(5) o t h e r  m a t t e r s  t h e  d i r e c t o r  c o n s i d e r s  n e c e s s a r y .
(d) I f  t h e  g o v e r n o r  o r  d i r e c t o r  d i s a p p r o v e s  a p r o p o s e d  o p e r a t i n g  

p l a n  o r  t h e  d i r e c t o r  c o n c l u d e s ,  a f t e r  an  i n s p e c t i o n  o f  b u s i n e s s  r e ­
c o r d s ,  t h a t  t h e  o r g a n i z a t i o n  i s  b e i n g  a d m i n i s t e r e d  m a t e r i a l l y  c o n t r a r y  
t o  s t a t u t e ,  r e g u l a t i o n ,  o r  a  p r e v i o u s l y  a p p ro v e d  o p e r a t i n g  p l a n ,  t h e  
d i r e c t o r  s h a l l  n o t i f y  t h e  o r g a n i z a t i o n  and a l l  g r a n t o r s  i n  w r i t i n g ,  
s p e c i f y i n g  a l l  d e f i c i e n c i e s  and  p r e s c r i b i n g  a p p r o p r i a t e  r em e d i e s .  I f  
t h e  o r g a n i z a t i o n  f a i l s  t o  remedy d e f i c i e n c i e s  i n  a c c o r d a n c e  w i t h  t h e  
d i r e c t o r ' s  p r e s c r i p t i o n s  w i t h i n  60 days  a f t e r  r e c e i p t  o f  t h e  n o t i c e ,  
t h e  d i r e c t o r  may commence p r o c e e d i n g s  u n d e r  AS 06.01.030. A r e v i s e d  
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o p e r a t i n g  p l a n  i s  a l s o  s u b j e c t  t o  a p p r o v a l  by  t h e  d i r e c t o r  and  t h e  
g o v e r n o r  and  s h a l l  be  made a v a i l a b l e  f o r  r e v i ew  by  t h e  l e g i s l a t i v e  
a u d i t o r .

(e) The e x p e n s e s  o f  t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and 
c o r p o r a t i o n s  r e a s o n a b l y  i n c u r r e d  i n  r e v i e w i n g  and  a p p r o v i n g  a  p r o p o s e d  
o p e r a t i n g  p l a n  o r  i n s p e c t i n g  b u s i n e s s  r e c o r d s  u n d e r  t h i s  s e c t i o n  s h a l l  
b e  c h a r g e d  t o  and  p a i d  by  t h e  o r g a n i z a t i o n .  R e c e i p t s  s h a l l  b e  d e p o s ­
i t e d  i n t o  t h e  g e n e r a l  f u n d  and  may b e  a p p r o p r i a t e d  t o  t h e  D ep a r tm en t  
o f  Commerce a n d  Economic Deve lopmen t  f o r  c o s t s  o f  a d m i n i s t e r i n g  t h i s  
c h a p t e r .

Sec .  06.50.050. LEGISLATIVE AUDITS. (a) The l e g i s l a t i v e  a u d i ­
t o r  s h a l l  a u d i t  e a c h  o r g a n i z a t i o n  a t  l e a s t  once  e a c h  y e a r .  The l e g i s ­
l a t i v e  a u d i t  d i v i s i o n  h a s  f r e e  a c c e s s  t o  a l l  book s  and  p a p e r s  o f  an 
o r g a n i z a t i o n  t h a t  r e l a t e  t o  i t s  b u s i n e s s  and  books and  p a p e r s  k e p t  by 
a  d i r e c t o r ,  o f f i c e r ,  o r  employee  r e l a t i n g  t o  o r  upon wh ich  a  r e c o r d  o f  
i t s  b u s i n e s s  i s  k e p t ,  and  may summon w i t n e s s e s  and a d m i n i s t e r  o a t h s  o r  
a f f i r m a t i o n s  i n  t h e  e x am in a t i o n  o f  t h e  d i r e c t o r s ,  o f f i c e r s ,  o r  emp loy ­
e e s  o f  t h e  o r g a n i z a t i o n  o r  any  p e r s o n  i n  r e l a t i o n  t o  i t s  a f f a i r s ,  
t r a n s a c t i o n s ,  and  c o n d i t i o n s ,  and  may r e q u i r e  and  compel t h e  p r o d u c ­
t i o n  o f  r e c o r d s ,  book s ,  p a p e r s ,  c o n t r a c t s ,  o r  o t h e r  documen ts  by c o u r t  
o r d e r  i f  n o t  v o l u n t a r i l y  p ro d u c e d .

(b) The l e g i s l a t i v e  a u d i t o r  and t h e  a u d i t o r ' s  emp loyees  may n o t
d i s c l o s e  i n f o r m a t i o n  a c q u i r e d  by them i n  t h e  c o u r s e  o f  an  a u d i t  o f  an
o r g a n i z a t i o n  c o n c e r n i n g  t h e  p a r t i c u l a r s  o f  t h e  b u s i n e s s  o r  a f f a i r s  o f  
a p e r s o n  u n l e s s  t h e  i n f o r m a t i o n  i s  r e q u i r e d  t o  b e  d i s c l o s e d  by  law o r  
u n d e r  a  c o u r t  o r d e r .  However, t h e  l e g i s l a t i v e  a u d i t o r  s h a l l  p r e p a r e  a 
r e p o r t  summar iz ing  f i n d i n g s  o f  an  a u d i t  c o n d u c t e d  u n d e r  t h i s  s e c t i o n  
f o r  t h e  p r e s i d e n t  o f  t h e  s e n a t e ,  t h e  s p e a k e r  o f  t h e  h o u s e  o f  r e p r e s e n ­
t a t i v e s ,  and  t h e  L e g i s l a t i v e  Budge t  and A u d i t  Commit tee .  Upon

-7- CSSSSB 408(Fin)



a p p r o v a l  o f  t h e  L e g i s l a t i v e  Budge t  and A u d i t  Commit tee ,  a  r e p o r t  p r e ­
p a r e d  u n d e r  t h i s  s e c t i o n  s h a l l  b e  made p u b l i c .

Sec .  06.50.060. EXEMPTION, (a) I f  t h e  d i r e c t o r  d e t e rm i n e s  t h a t  
t h e  e x em p t io n  i s  n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  
t h e  D ep a r tm en t  o f  Commerce and  Economic Deve lopmen t  may by  r e g u l a t i o n  
exempt t r a n s a c t i o n s  u n d e r  t h i s  c h a p t e r  b y  o r g a n i z a t i o n s  f rom  any  f e e ,  
a u t h o r i z a t i o n ,  p e rm i t ,  f i l i n g ,  o r  r e g i s t r a t i o n  r e q u i r e m e n t  o f  o r  
a d m i n i s t e r e d  by t h e  d e p a r tm e n t .

(b) Each o r g a n i z a t i o n  i s  exempt f rom  AS 45.50.562 - 45.50.596.
A c t i v i t i e s  i n  c o n n e c t i o n  w i t h  an  o r g a n i z a t i o n  o f  a p e r s o n  o r  e n t i t y  
t h a t  s u b s c r i b e s ,  c o n t r i b u t e s  r e a l  p r o p e r t y ,  r e a l  e s t a t e  l o a n s ,  o r  c a s h  
t o ,  o b t a i n s  a  b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e s  i n  t h e  manage­
ment o f  t h e  o r g a n i z a t i o n  a r e  exempt f rom  AS 45.50.562 - 45.50.596.

Sec .  06.50.100. DEFINITIONS. I n  t h i s  c h a p t e r
(1) " d i r e c t o r ” means t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  bank-

j
i n g ,  s e c u r i t i e s > and c o r p o r a t i o n s ;

|i
(2) " g r a n t o r "  means a f e d e r a l l y  o r  s t a t e  c h a r t e r e d  f i n a n ­

c i a l  i n s t i t u t i o n ,  f e d e r a l  o r  s t a t e  a g ency ,  m u n i c i p a l i t y ,  l i c e n s e d  
i n s u r e r ,  o r  f i n a n c i n g  company t h a t  c onvey s  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  
l o a n s  s e c u r e d  by r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and c a s h  t o ,  and t h e r e b y  
o b t a i n s  a  b e n e f i c i a l  i n t e r e s t  i n  and  t h e  r i g h t  t o  p a r t i c i p a t e  i n  t h e  
management o f ,  a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n ;

(3) " r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n "  o r  " o r g a n i z a ­
t i o n "  means a  c o r p o r a t i o n ,  t r u s t ,  f u nd ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  o r  
o t h e r  e n t i t y  c r e a t e d  t o  a c q u i r e ,  m a i n t a i n ,  manage, m a r k e t ,  a d m i n i s t e r  
and s e l l ,  l i q u i d a t e ,  o r  o t h e rw i s e  d i s p o s e  o f  r e a l  p r o p e r t y  i n  t h e  
s t a t e  o r  l o a n s  s e c u r e d  by r e a l  p r o p e r t y  i n  t h e  s t a t e  and  t o  d i s t r i b u t e  
t h e  p r o c e e d s  t o  i t s  b e n e f i c i a r i e s ,  i n  a c c o r d a n c e  w i t h  o r g a n i z a t i o n a l  
i t s  d o cum en t s .
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* S ec .  3. AS 18.56.090 i s  amended by  a d d in g  a  new p a r a g r a p h  t o  r e a d :
(29) convey  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  by 

r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and c a s h  i n  an amount n o t  t o  e x ce ed  
$15,000,000 t o ,  a c q u i r e  a  b e n e f i c i a l  i n t e r e s t  i n ,  and  p a r t i c i p a t e  i n  
t h e  management o f ,  a  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b ­
l i s h e d  u n d e r  AS 06.50 i f

(A) s t a t e  c o r p o r a t i o n s  and a g e n c i e s  a r e  g r a n t e d  p r i ­
o r i t y  t o  t h e  a s s e t s  o f  t h e  o r g a n i z a t i o n  o v e r  o t h e r  g r a n t o r s ;  and  j

(B) t h e  c o r p o r a t i o n  w i l l  r e a l i z e  a r a t e  o f  r e t u r n  o f  
a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  t h e  o r g a n i z a ­
t i o n .

* Sec .  4, AS 44.33 i s  amended by  a d d in g  a  new s e c t i o n  t o  r e a d :
S ec .  44.33.027. DIVISION OF BANKING, SECURITIES, AND CORPORA­

TIONS. The d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s  i s  
e s t a b l i s h e d  i n  t h e  d e p a r tm e n t .  The d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k ­
i n g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s  s h a l l  be a p p o i n t e d  by t h e  g o v e r n o r  j 
and  s e r v e  a  f o u r - y e a r  t e rm  o r  u n t i l  a  s u c c e s s o r  i s  a p p o i n t e d .  The i 
d i r e c t o r  s e r v e s  a t  t h e  p l e a s u r e  o f  t h e  g o v e r n o r .  The d i r e c t o r

(1) mus t  b e  a U n i t e d  S t a t e s  c i t i z e n ;
(2) m us t ,  w i t h i n  15 y e a r s  b e f o r e  a p p o in tm en t  t o  o f f i c e ,  

h a v e  h a d  a minimum o f  f i v e  y e a r s  management e x p e r i e n c e  w i t h  a  f i n a n ­
c i a l  i n s t i t u t i o n  o r  a s  an  employee o f  a  s t a t e  o r  f e d e r a l  a g en cy  t h a t  
s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ;

(3) may n o t ,  w i t h i n  f i v e  y e a r s  b e f o r e  a p p o in tm en t  t o  o f ­
f i c e ,  h a v e  s e r v e d  as  an  o f f i c e r  o r  d i r e c t o r  o f  a f i n a n c i a l  i n s t i t u t i o n  
t h a t  was s u b j e c t  t o  a  d i s c i p l i n a r y  o r d e r  i s s u e d  by t h e  d i v i s i o n  o f  
b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s ,  o r  a f e d e r a l  ag en cy  o r  agency  
o f  a n o t h e r  s t a t e  t h a t  s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ,  d u r i n g  t h e  
f i v e - y e a r  p e r i o d .
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* Sec .  5. AS 44.88.080 i s  amended by a d d i n g  a new p a r a g r a p h  t o  r e a d :
(25) t o  convey  r e a l  p r o p e r t y  i n  t h e  s t a t e  o r  l o a n s  s e c u r e d  

by r e a l  p r o p e r t y  i n  t h e  s t a t e  t o ,  a c q u i r e  a  b e n e f i c i a l  i n t e r e s t  i n ,  
and p a r t i c i p a t e  i n  t h e  management o f ,  a  r e a l  p r o p e r t y  l i q u i d a t i n g  
o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 06.50 i f

(A) s t a t e  c o r p o r a t i o n s  and  a g e n c i e s  a r e  g r a n t e d  p r i ­
o r i t y  t o  t h e  a s s e t s  o f  t h e  o r g a n i z a t i o n  o v e r  o t h e r  g r a n t o r s ;  and

(B) t h e  c o r p o r a t i o n  w i l l  r e a l i z e  a  r a t e  o f  r e t u r n  o f  
a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  t h e  o r g a n i z a ­
t i o n .

* Sec .  6. AS 06.50.010, 06.50.020, 06.50.030, 06.50.040, 06.50.050,
06.50.060, 06.50.100; AS 18.56.090(29); and  AS 44.88.080(25) a r e  r e p e a l e d .

* Sec .  7. S e c t i o n s  1 - 5 o f  t h i s  A c t  t a k e  e f f e c t  J u n e  1, 1988.
* Sec .  8. S e c t i o n  6 o f  t h i s  A c t  t a k e s  e f f e c t  J u n e  1, 1993.
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O r i g i n a l  s p o n s o r s :  K e l l y  and S t u r g u l e w s k i
*i

dpePr£l>
<$T/^u ^  2>;  ?

IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 408 .(Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL
For an Ac t  e n t i t l e d :  "An Ac t  r e l a t i n g  t o  t h e  d i v i s i o n  o f  b a n k in g ,  s e c u ­

r i t i e s ,  and c o r p o r a t i o n s ;  e s t a b l i s h i n g  t h e  r e a l  p r o p ­
e r t y  l i q u i d a t i n g  p rog ram  w i t h i n  t h e  d i v i s i o n ;  a u ­
t h o r i z i n g  c e r t a i n  p u b l i c  c o r p o r a t i o n s  t o  p a r t i c i p a t e  
i n  t h e  p rog ram ; and  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "  

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. LEGISLATIVE FINDINGS AND INTENT. (a) The l e g i s l a t u r e

f i n d s  t h a t
(1) t h e r e  h av e  b e e n  i n  t h e  s t a t e  s e v e r a l  f a i l u r e s  o f  s t a t e  and 

f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n s  and o n e  bank  c o n s o l i d a t i o n  by 
t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  u n d e r  12 U.S.C. 1823(c);

(2) t h e s e  f i n a n c i a l  i n s t i t u t i o n s  a s  w e l l  a s  o t h e r  b u s i n e s s e s  and
s t a t e  and f e d e r a l  a g e n c i e s  c u r r e n t l y  h o l d  l a r g e  p o r t f o l i o s  o f  d i s t r e s s e d
r e a l  e s t a t e  l o a n s  and r e a l  p r o p e r t y ;

(3) t h e s e  b u s i n e s s e s  and gove rnmen t  a g e n c i e s  n e e d  t o  be p e r m i t ­
t e d  t o  c o o p e r a t e  i n  a d m i n i s t e r i n g  t h e s e  l o a n s  and p r o p e r t i e s  t o  a v o id  f u r ­
t h e r  a d v e r s e  e f f e c t s  on t h e  s t a t e ' s  r e a l  e s t a t e  m a r k e t s  and  t o  s t a b i l i z e  
t h e  s t a t e ' s  b a n k in g  sy s tem ;  and

(4) t h e  m a in t e n a n c e  o f  s t a b l e  and o r d e r l y  m a r k e t s  f o r  t h e  p u r ­
c h a s e  and  s a l e  o f  commerc ia l  and  r e s i d e n t i a l  r e a l  e s t a t e  i n  t h e  s t a t e  i s  
e s s e n t i a l  t o  t h e  economy o f  t h e  s t a t e  and  t h e  w e l f a r e  o f  i t s  c i t i z e n s ,  as 
i s  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  b a n k in g  sy s tem .

(b) The l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  
b a n k in g  sy s t em  and r e a l  e s t a t e  m a r k e t s  and p r e v e n t  a p r e c i p i t o u s  d e c l i n e  i n

-1- CSSSSB 408(Fin)

V-T



>OM

2
3

4

5

6
7

8 
9

10
11
12
13

14

15

16

17

18

19

20 
21 
22
23

24

25

26

27

28 

29

1

. ■
WORK DRAFT WORK DRAFT WORK DRAFT

r e a l  e s t a t e  p r i c e s  by d i s p l a c i n g  c o m p e t i t i o n  w i t h  gove rnm en t  r e g u l a t i o n  i n  
m a t t e r s  r e l a t i n g  t o  t h e  a d m i n i s t r a t i o n ,  management, and d i s p o s i  i o n  o f  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and  l o a n s  s e c u r e d  by  t h e  p r o p e r t y  h e l d  by f i n a n c i a l  
i n s t i t u t i o n s ,  o t h e r  b u s i n e s s e s ,  and s t a t e  and f e d e r a l  a g e n c i e s .  By a u ­
t h o r i z i n g  t h e  c r e a t i o n  o f  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  and 
m and a t i n g  a c t i v e  s t a t e  s u p e r v i s i o n  o f  t h e s e  o r g a n i z a t i o n s ,  t h e  l e g i s l a t u r e  
i n t e n d s  t h a t  e a c h  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  and a l l  p e r s o n s  
and  e n t i t i e s  who s u b s c r i b e  o r  g r a n t  a s s e t s  t o ,  c o n t r i b u t e  f u n d s  o r  s e r v i c e s  
t o ,  o b t a i n  a b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e  i n  t h e  management o f  
t h e  o r g a n i z a t i o n  w i l l  be f u l l y  immunized a g a i n s t  p o t e n t i a l  l i a b i l i t y  u n d e r  
f e d e r a l  a n t i t r u s t  l aw s and  s t a t e  a n t i t r u s t ,  c o m p e t i t i o n ,  and  t r a d e  p r a c ­
t i c e s  laws a r i s i n g  f rom  t h e  o p e r a t i o n  o f  t h e  o r g a n i z a t i o n  o r  t h e  a c t i v i t i e s
o f  any p e r s o n  o r  e n t i t y  p e r f o rm ed  i n  c o n n e c t i o n  w i t h  t h e  o r g a n i z a t i o n .

* Sec .  2. AS 06 i s  amended by a d d i n g  a new c h a p t e r  t o  r e a d :
CHAPTER 50. REAL PROPERTY LIQUIDATING PROGRAM.

Sec .  06.50.010. RESPONSIBILITY OF DIRECTOR. (a) The r e a l
p r o p e r t y  l i q u i d a t i n g  p rog ram  i s  e s t a b l i s h e d  i n  t h e  d i v i s i o n  o f  b a n k ­
i n g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s .  The d i r e c t o r  o f  t h e  d i v i s i o n  s h a l l  
a d m i n i s t e r  t h i s  c h a p t e r .

(b) By F e b r u a r y  1 o f  e a ch  y e a r  t h e  d i r e c t o r  s h a l l  s u bm i t  a
r e p o r t  t o  t h e  l e g i s l a t u r e  summar iz ing  a c t i v i t i e s  o f  t h e  d i v i s i o n  u n d e r  
t h i s  c h a p t e r  d u r i n g  t h e  p r e v i o u s  y e a r .

S ec .  06.50.020. FORMATION. (a) Th ree  o r  more g r a n t o r s  may
c r e a t e  a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  by f i l i n g  t h e  o r g a ­
n i z a t i o n a l  documen ts  w i t h  t h e  d i r e c t o r .  The d i r e c t o r  and  t h e  g o v e r n o r  
s h a l l  r e v i e w  , t h e  documen ts  and  may a p p ro v e  them i f  t h e y  comply w i t h
(c) o f  t h i s  s e c t i o n  . and a r e  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h i s  
c h a p t e r .  Conveyance o f  a s s e t s  t o  o r  d i s p o s i t i o n  o f  r e a l  p r o p e r t y  o r  
o t h e r  a s s e t s  by  an  o r g a n i z a t i o n  i s  n o t  e f f e c t i v e  u n t i l  t h e  
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1
2
3

4

5

6
7

8
9

10
11
12
13

14

15

16

17

18

19

20
21
22
23

24

25

26

27

28

29

>

m

WORK DRAFT WORK DRAFT WORK DRAFT

' J

o r g a n i z a t i o n a l  documen ts  h ave  b een  r e v i ew ed  and a p p ro v e d  by  t h e  d i r e c ­
t o r  and t h e  g o v e r n o r .

(b) At t h e  t im e  o r g a n i z a t i o n a l  documents a r e  f i l e d  w i t h  th e  
d i r e c t o r  u n d e r  (a) o f  t h i s  s e c t i o n ,  a copy s h a l l  be  made a v a i l a b l e  bv
th e  g r a n t o r s  t o  t h e  l e g i s l a t i v e  a u d i t o r .  The l e g i s l a t i v e  a u d i t o r

>
s h a l l  r e v i e w  t h e  documen ts  and r e p o r t  t o  t h e  L e g i s l a t i v e  Budget  and 
A u d i t  Commit tee .  The comm i t t e e  may recommend a p p r o v a l  o r  d i s a p p r o v a l  
o f  t h e  documen ts  t o  t h e  g o v e r n o r .

(c) The o r g a n i z a t i o n a l  documents  mus t
(1) s t a t e  t h e  p u r p o s e  o f  t h e  o r g a n i z a t i o n ;
(2) i d e n t i f y  a l l  g r a n t o r s  who have s u b s c r i b e d  t o  t h e  o r g a ­

n i z a t i o n  and a l l  p e r s o n s  who w i l l  p o s s e s s  an i n t e r e s t  i n  t h e  o r g a ­
n i z a t i o n  upon i t s  f o rm a t i o n ;

(3) d e s c r i b e  t h e  manner i n  wh ich  th e  o r g a n i z a t i o n  w i l l  be
managed;

(4) p r e s c r i b e  t h e  method u n d e r  wh ich  d i s t r i b u t i o n s  t o  t h e  
g r a n t o r s  and o t h e r  b e n e f i c i a r i e s  w i l l  be  made;

(5) p r o v i d e  f o r  t h e  conveyan ce  t o  t h e  o r g a n i z a t i o n  o f  a l l  
o r  p a r t  o f  t h e  g r a n t o r s '  p o r t f o l i o s  o f  commerc ia l  and  r e s i d e n t i a l  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and r e a l  e s t a t e  l o a n s  s e c u r e d  by r e a l  p r o p e r t y  
i n  t h e  s t a t e ;

(6) p r o v i d e  f o r  t h e  t r a n s f e r  t o  t h e  o r g a n i z a t i o n  o f  o t h e r
pf: v a e r e  j X ;

a s s e t s  o f  t h e  g r a n t o r s ,  i n c l u d i n g  c a s h  land  consumer loansf, t o  a s s i s t  
t h e  o r g a n i z a t i o n  i n  f u l f i l l i n g ,  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;

(7) e n s u r e  t h a t  a l l  a s s e t s  t r a n s f e r r e d  t o  t h e  o r g a n i z a t i o n  
a r e  a p p r a i s e d  a t  f a i r  m a rk e t  v a l u e  a t  t h e  t im e  o f  t h e  t r a n s f e r ;

(8) p r o v i d e  f o r  t h e  o r d e r l y  d i s p o s i t i o n  o f  t h e  p r o p e r t y  and 
l o a n s  o f  t h e  o r g a n i z a t i o n  a t  p r i c e s  t o  be d e t e rm in e d  by t h e  o r g a ­
n i z a t i o n  u n d e r  r e g u l a t i o n s  a d o p t e d  by t h e  d i r e c t o r ;

-3- CSSSSB 408(Fin)
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(9) p r o v i d e  f o r  e x p e n d i t u r e s  t o  manage o r g a n i z a t i o n  a s s e t s ,  
i n c l u d i n g  e x p e n d i t u r e s  t o  p r e s e r v e  o r  enhance  t h e  v a l u e  o f  t h e  o r g a ­
n i z a t i o n ' s  p r o p e r t i e s ;

(10) e s t a b l i s h  t e rm s  f o r  t h e  d i s s o l u t i o n  o f  an o r g a n i z a ­
t i o n ;  and

(11) p r o v i d e  f o r  t h e  e s t a b l i s h m e n t  o f  o t h e r  t e rm s  and con ­
d i t i o n s  r e l a t i n g  t o  t h e  s a l e  o r  o t h e r  d i s p o s i t i o n  o f  a s s e t s  t h a t  t h e  
g r a n t o r s  c o n s i d e r  n e c e s s a r y  o r  a p p r o p r i a t e  t o  e n s u r e  t h a t  t h e  o r g a ­
n i z a t i o n  w i l l  b e  o p e r a t e d  i n  a manne r  t h a t  w i l l  p r o v i d e  f o r  o r d e r l y  
d i s p o s i t i o n  o f  t h e  o r g a n i z a t i o n ' s  a s s e t s  and p rom o te  s t a b l e  r e a l  
e s t a t e  m a rk e t s  and a s t a b l e  b a n k in g  sy s t em  in  t h e  s t a t e .

Sec .  06.50.030. AUDITS AND REPORTS. (a) I n  a d d i t i o n  t o  th e  
r e c o r d  k e e p i n g  r e q u i r e m e n t s  s p e c i f i e d  i n  r e g u l a t i o n s  a d o p t e d  by th e  
d i r e c t o r  o r  i n  t h e  o r g a n i z a t i o n a l  documen ts ,  t h e  o r g a n i z a t i o n  s h a l l  
r e t a i n  a c e r t i f i e d  p u b l i c  a c c o u n t a n t  t o  a n n u a l l y  p r e p a r e  and s u bm i t  to  
t h e  d i r e c t o r  on o r  b e f o r e  A p r i l  1 an  a u d i t e d  b a l a n c e  s h e e t ,  income 
s t a t e m e n t ,  s t a t e m e n t  o f  p r i n c i p a l ,  s t a t e m e n t  o f  ch ang e s  i n  f i n a n c i a l  
p o s i t i o n ,  s c h e d u l e  o f  a l l  d i s p o s i t i o n s  o f  r e a l  p r o p e r t y ,  r e a l  e s t a t e  
l o a n s ,  and  o t h e r  a s s e t s  made by t h e  o r g a n i z a t i o n  d u r i n g  t h e  p r e v i o u s  
c a l e n d a r  y e a r ,  and l e t t e r s

(1) c e r t i f y i n g  t h a t  a l l  d i s p o s i t i o n s  o f  r e a l  p r o p e r t y ,  r e a l  
e s t a t e  l o a n s ,  and  o t h e r  a s s e t s ,  a nd  a l l  d i s t r i b u t i o n s  d u r i n g  t h e  y e a r  
w e re  made i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  o r g a n i z a t i o n a l  
documen ts  and t h i s  c h a p t e r ,  o r  i d e n t i f y i n g  any v a r i a n c e ;  and

(2) w i t h  r e s p e c t  t o  t h e  i n t e r n a l  f i n a n c i a l  c o n t r o l s  and !
i

p r a c t i c e s  o f  t h e  o r g a n i z a t i o n ,  p r o v i d i n g  re com m enda t io n s  t h e  accoun- j 
t a n t  c o n s i d e r s  a p p r o p r i a t e .

(b) The o r g a n i z a t i o n  s h a l l  p r e p a r e  ar.c f i l e  w i t h  t h e  d i r e c t o r  
and  t h e  l e g i s l a t i v e  a u d i t o r ,  on a q u a r t e r l y  b a s i s ,  a r e p o r t  c o n t a i n i n g  j 
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t h e  f o l l o w i n g :
(1) a s c h e d u l e  o f  a l l  r e a l  p r o p e r t y ,  r e a l  e s t a t e  l o a n s ,  and 

o t h e r  a s s e t s  h e l d  by t h e  o r g a n i z a t i o n ;
(2) t h e  s a l e  p r i c e  and  a l l  o t h e r  s i g n i f i c a n t  t e rm s  o f  s a l e  

f o r  r e a l  p r o p e r t y  s o l d  by t h e  o r g a n i z a t i o n  and amount o f  p r o c e e d s  
r e c e i v e d  by  t h e  o r g a n i z a t i o n  f rom  r e a l  e s t a t e  l o a n s  and o t h e r  a s s e t s  
s i n c e  t h e  d a t e  o f  t h e  p r e v i o u s  r e p o r t ;  and

(3) a p r o p o s e d  o p e r a t i n g  p l a n  f o r  t h e  n e x t  q u a r t e r l y  p e r i o d  
t h a t  con fo rm s w i t h  r e g u l a t i o n s  a d o p t e d  u n d e r  t h i s  c h a p t e r .

Sec .  06.50.040. REVIEW AND APPROVAL. (a) The d i r e c t o r  s h a l l  
r e v i ew  e a c h  r e p o r t  f i l e d  u n d e r  AS 06.50.030(b) and a pp rov e  o r  d i s a p ­
p ro v e  t h e  p ro p o s e d  o p e r a t i n g  p l a n  w i t h i n  20 days a f t e r  f i l i n g .  In  
r e v i e w i n g  e ach  r e p o r t  and  o p e r a t i n g  p l a n ,  th e  d i r e c t o r  s h a l l  c o n s i d e r  
c u r r e n t  m a rk e t  c o n d i t i o n s .  The d i r e c t o r  may app rov e  an o p e r a t i n g  p l a n  
i f  t h e  d i r e c t o r  f i n d s  t h a t  t h e  r e p o r t  and p l a n

(1) comply w i t h  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;
• (2) e n s u r e  a l l  p r o v i s i o n s  o f  t r u s t  a g r e em en t s  and  a g r e e ­

men ts  b e tw een  s t a t e  e n t i t i e s  and  o r g a n i z a t i o n s  a r e  a d h e r e d  t o ;
(3) p r o v i d e  p o l i c i e s  t h a t  mee t  t h e  r e q u i r e m e n t s  o f  law and 

r e g u l a t i o n s ,  e s t a b l i s h  sound  f i s c a l  p r a c t i c e s ,  and  e n s u r e  p r o p e r  
management;  and

(4) e n s u r e  s t a t e  i n v e s tm e n t s  w i l l  n o t  be a d v e r s e l y  a f f e c t e d  
by p o o r  management o r  p o l i c i e s ,  i n c l u d i n g  payment o f  e x c e s s  compen­
s a t i o n  o r  b e n e f i t s  t o  o f f i c e r s  and emp loyees  o f  t h e  o r g a n i z a t i o n .

(b) I f  a p r o p o s e d  o p e r a t i n g  p l a n  i s  app roved  by t h e  d i r e c t o r ,  i t  
s h a l l  b e  s u b m i t t e d  f o r  a p p r o v a l  o r  d i s a p p r o v a l  by t h e  g o v e r n o r .  The 
l e g i s l a t i v e  a u d i t o r  s h a l l  r e v i e w  t h e  o p e r a t i n g  p l a n  and r e p o r t  t o  th e  
L e g i s l a t i v e  Budget and A u d i t  Commit tee .  The comm it tee  may recommend 
a p p r o v a l  o r  d i s a p p r o v a l  o f  t h e  p l a n  t o  t h e  g o v e rn o r .

-5- CSSSSB 408(Fin)
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(c) W i th in  f i v e  days a f t e r  t h e  d i r e c t o r  n o t i f i e s  an o r g a n i z a t i o n  \
o f  i t s  i n t e n t i o n  t o  i n s p e c t  b u s i n e s s  r e c o r d s ,  a l l  b u s i n e s s  r e c o r d s  I
m a i n t a i n e d  by t h e  o r g a n i z a t i o n  s h a l l  be  a v a i l a b l e  f o r  r e v i e w  and 
e x am in a t i o n  by t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s
a t  t h e  o r g a n i z a t i o n ' s  p r i n c i p a l  p l a c e  o f  b u s i n e s s ,  d u r i n g  r e g u l a r
b u s i n e s s  h o u r s .  The d i r e c t o r  s h a l l  exam ine  t h e  b u s i n e s s  r e c o r d s  o f  an 
o r g a n i z a t i o n  on a r e g u l a r  b a s i s  a t  l e a s t  tw ic e  e a ch  c a l e n d a r  y e a r  t o  
d e t e rm i n e  w h e th e r  t h e y  d e m o n s t r a t e

(1) p r o p e r  e n d o r s em en t s  o f  l o a n s  and a g r e em en t s ;
(2) p e r f e c t i o n  o f  i n t e r e s t s  i n  c o l l a t e r a l ;
(3) p r o p e r  a p p r a i s a l s  and  o t h e r  d e t e rm i n a t i o n s  o f  v a l u e ;  |
(4) p r o p e r  a s s e s s m e n t  o f  t h e  f i n a n c i a l  p o s i t i o n  o f  g r a n ­

t o r s  , i n v e s t o r s  , o r  b o r r o w e r s ;  and
(5) o t h e r  m a t t e r s  t h e  d i r e c t o r  c o n s i d e r s  n e c e s s a r y .
__(d) I f  t h e  g o v e r n o r  o r  d i r e c t o r  d i s a p p r o v e s  a p r o p o s e d  o p e r a t i n g  

p l a n  o r  t h e  d i r e c t o r  c o n c l u d e s ,  a f t e r  an i n s p e c t i o n  o f  b u s i n e s s  re-
i

c o r d s ,  t h a t  t h e  o r g a n i z a t i o n  i s  b e i n g  a d m i n i s t e r e d  m a t e r i a l l y  c o n t r a r y  j 
t o  s t a t u t e ,  r e g u l a t i o n ,  o r  a  p r e v i o u s l y  app rov ed  o p e r a t i n g  p l a n ,  t h e

i
d i r e c t o r  s h a l l  n o t i f y  t h e  o r g a n i z a t i o n  and  a l l  g r a n t o r s  i n  w r i t i n g ,
s p e c i f y i n g  a l l  d e f i c i e n c i e s  and p r e s c r i b i n g  a p p r o p r i a t e  r em e d i e s .  I f
t h e  o r g a n i z a t i o n  f a i l s  t o  remedy d e f i c i e n c i e s  i n  a c c o r d a n c e  w i t h  t h e  
d i r e c t o r ' s  p r e s c r i p t i o n s  w i t h i n  60 days  a f t e r  r e c e i p t  o f  t h e  n o t i c e ,  
t h e  d i r e c t o r  may commence p r o c e e d i n g s  u n d e r  AS 06.01.030. A r e v i s e d  
o p e r a t i n g  p l a n  i s  a l s o  s u b j e c t  t o  a p p r o v a l  by t h e  d i r e c t o r  and t h e  |
g o v e r n o r  and s h a l l  be made a v a i l a b l e  f o r  r e v i ew  by t h e  l e g i s l a t i v e  i  
a u d i t o r .  ... 1

(e) The ex p en s e s  o f  t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and *
c o r p o r a t i o n s  r e a s o n a b l y  i n c u r r e d  i n  r e v i e w i n g  and  a p p r o v i n g  a p ro p o s e d  
o p e r a t i n g  p l a n  o r  i n s p e c t i n g  b u s i n e s s  r e c o r d s  u n d e r  t h i s  s e c t i o n  s h a l l

CSSSSB 4 0 8 ( F i n ) - 6 -
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be c h a r g e d  t o  and p a i d  by t h e  o r g a n i z a t i o n .  R e c e i p t s  s h a l l  be  d e p o s ­
i t e d  i n t o  t h e  g e n e r a l  fund  and may b e  a p p r o p r i a t e d  t o  t h e  D epa r tm en t  
o f  Commerce and  Economic Deve lopmen t  f o r  c o s t s  o f  a d m i n i s t e r i n g  t h i s  
c h a p t e r .

S ec .  06.50.050. LEGISLATIVE AUDITS. (a) The l e g i s l a t i v e  a u d i ­
t o r  s h a l l  a u d i t  e a ch  o r g a n i z a t i o n  a t  l e a s t  once e ach  y e a r .  The l e g i s ­
l a t i v e  a u d i t  d i v i s i o n  h a s  f r e e  a c c e s s  t o  a l l  books and p a p e r s  o f  an 
o r g a n i z a t i o n  t h a t  r e l a t e  t o  i t s  b u s i n e s s  and  books and p a p e r s  k e p t  by 
a d i r e c t o r ,  o f f i c e r ,  o r  employee r e l a t i n g  t o  o r  upon wh ich  a r e c o r d  o f  
i t s  b u s i n e s s  i s  k e p t ,  and may summon w i t n e s s e s  and a d m i n i s t e r  o a t h s  o r  
a f f i r m a t i o n s  i n  t h e  e x am in a t i o n  o f  t h e  d i r e c t o r s ,  o f f i c e r s ,  o r  employ­
e e s  o f  t h e  o r g a n i z a t i o n  o r  any p e r s o n  i n  r e l a t i o n  t o  i t s  a f f a i r s ,  
t r a n s a c t i o n s ,  and c o n d i t i o n s ,  and may r e q u i r e  and compel t h e  p r o d u c ­
t i o n  o f  r e c o r d s ,  book s ,  p a p e r s ,  c o n t r a c t s ,  o r  o t h e r  documents by c o u r t  
o r d e r  i f  n o t  v o l u n t a r i l y  p r o d u c e d .

(b) The l e g i s l a t i v e  a u d i t o r  and  t h e  a u d i t o r ' s  emp loyees  may n o t
d i s c l o s e  i n f o r m a t i o n  a c q u i r e d  by them i n  t h e  c o u r s e  o f  an  a u d i t  o f  an
o r g a n i z a t i o n  c o n c e r n i n g  t h e  p a r t i c u l a r s  o f  t h e  b u s i n e s s  o r  a f f a i r s  o f  
a  p e r s o n  u n l e s s  t h e  i n f o rm a t i o n  i s  r e q u i r e d  t o  be d i s c l o s e d  by law  o r  
u n d e r  a c o u r t  o r d e r .  However, t h e  l e g i s l a t i v e  a u d i t o r  s h a l l  p r e p a r e  a 
r e p o r t  summar iz ing  f i n d i n g s  o f  an  a u d i t  c o n d u c t e d  u n d e r  t h i s  s e c t i o n  
f o r  t h e  p r e s i d e n t  o f  t h e  s e n a t e ,  t h e  s p e a k e r  o f  t h e  hou se  o f  r e p r e s e n ­
t a t i v e s ,  and t h e  L e g i s l a t i v e  Budge t  and  A ud i t  Commit tee .  Upon ap ­
p r o v a l  o f  t h e  L e g i s l a t i v e  Budget  and A u d i t  Commit tee, a  r e p o r t  p r e ­
p a r e d  u n d e r  t h i s  s e c t i o n  s h a l l  be made p u b l i c .

S ec .  06.50.060. EXEMPTION. (a) I f  t h e  d i r e c t o r  d e t e rm i n e s  t h a t  
t h e  e x em p t i o n  i s  n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  
t h e  D ep a r tm en t  o f  Commerce and Economic Deve lopment may by  r e g u l a t i o n  
exempt t r a n s a c t i o n s  u n d e r  t h i s  c h a p t e r  by o r g a n i z a t i o n s  from any f e e ,

-7- CSSSSB 408(Fin)
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a u t h o r i z a t i o n ,  p e rm i t ,  f i l i n g ,  o r  r e g i s t r a t i o n  r e q u i r e m e n t  o f  o r  
a d m i n i s t e r e d  by t h e  d e p a r tm e n t .

(b) Each o r g a n i z a t i o n  i s  exempt f rom  AS 45.50.562 - 45.50.592.
A c t i v i t i e s  i n  c o n n e c t i o n  w i t h  an  o r g a n i z a t i o n  o f  a p e r s o n  o r  e n t i t y  
t h a t  s u b s c r i b e s  o r  g r a n t s  a s s e t s  t o ,  c o n t r i b u t e s  fu n d s  o r  s e r v i c e s  t o ,  
o b t a i n s  a  b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e s  i n  t h e  management o f  
t h e  o r g a n i z a t i o n  a r e  exempt f rom AS 45.50.562 - 45.50.592.

Sec .  06.50.100. DEFINITIONS. I n  t h i s  c h a p t e r
(1) " d i r e c t o r "  means t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k ­

i n g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s ;
(2) " g r a n t o r "  means & f e d e r a l l y  c r  s t a t e  c h a r t e r e d  f i n a n ­

c i a l  i n s t i t u t i o n ,  f e d e r a l  o r  s t a t e  a g en cy ,  l i c e n s e d  i n s u r e r ,  o r  f i ­
n a n c i n g  company t h a t  convey s  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d

. r  r  ^eiere.jV by  r e a l  p r o p e r t y  m  t h e  s t a t e ,  b r  p o t h e r  a s s e t s j t o ,  and t h e r e b y  o b t a i n s
a b e n e f i c i a l  i n t e r e s t  i n  and  t h e  r i g h t  t o  p a r t i c i p a t e  i n  t h e  manage­
ment o f ,  a  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n ;

(3) " r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n "  o r  " o r g a n i z a ­
t i o n "  means a c o r p o r a t i o n ,  t r u s t ,  fu nd ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  o r  
o t h e r  e n t i t y  c r e a t e d  t o  a c q u i r e ,  m a i n t a i n ,  manage, m a rk e t ,  a d m i n i s t e r  
and s e l l ,  l i q u i d a t e ,  o r  o t h e rw i s e  d i s p o s e  c f  r e a l  p r o p e r t y  i n  t h e  
s t a t e  o r  l o a n s  s e c u r e d  by r e a l  p r o p e r t y  i n  t h e  s t a t e  and t o  d i s t r i b u t e  
t h e  p r o c e e d s  t o  i t s  b e n e f i c i a r i e s ,  i n  a c c o r d a n c e  w i t h  o r g a n i z a t i o n a l  
i t s  documen t s .

* Sec.  3. AS 18.5C.090 i s  amended by a d d i n g  a r.ew p a r a g r a p h  t o  r e a d :
(29) convey r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  by 

IAiSftfTs Rft: Up-ro t/SM- me#}* 
r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and [ o t h e r  a s s e t s l ^ t o ,  a c q u i r e  a b e n e f i c i a l
i n t e r e s t  i n ,  and  p a r t i c i p a t e  i n  t h e  management o f  a r e a l  p r o p e r t y
l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 06.50 i f

s t a t e  c o r p o r a t i o n s  and a g e n c i e s  a r e  g r a n t e d
-8-
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p r i o r i t y  t o  t h e  a s s e t s  o f  t h e  o r g a n i z a t i o n  o v e r  o t h e r  g r a n t o r s ;  
and

(B) t h e  c o r p o r a t i o n  w i l l  r e a l i z e  a r a t e  o f  r e t u r n  o f  
a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  t h e  o r g a n i z a ­
t i o n .

* S ec .  4. AS 44.33 i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :
Sec .  44.33.027. DIVISION OF BANKING, SECURITIES, AND CORPORA­

TIONS. The d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s  i s
e s t a b l i s h e d  i n  t h e  d e p a r tm e n t .  The d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k ­
i n g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s  s h a l l  b e  a p p o i n t e d  by  t h e  g o v e rn o r  
and  s e r v e  a f o u r - y e a r  t e rm  o r  u n t i l  a s u c c e s s o r  i s  a p p o i n t e d .  The 
d i r e c t o r  s e r v e s  a t  t h e  p l e a s u r e  o f  t h e  g o v e r n o r .  The d i r e c t o r

(1) mus t  be  a U n i t e d  S t a t e s  c i t i z e n ;
(2) m us t ,  w i t h i n  15 y e a r s  b e f o r e  a p p o in tm e n t  t o  o f f i c e ,

h av e  h a d  a minimum o f  f i v e  y e a r s  management e x p e r i e n c e  w i t h  a  f i n a n ­
c i a l  i n s t i t u t i o n  o r  as  an  employee  o f  a s t a t e  o r  f e d e r a l  agency  t h a t  
s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ;

(3) may n o t ,  w i t h i n  f i v e  y e a r s  b e f o r e  a p p o in tm e n t  t o  o f ­
f i c e ,  have  s e r v e d  as  an o f f i c e r  o r  d i r e c t o r  o f  a  f i n a n c i a l  i n s t i t u t i o n  
t h a t  was s u b j e c t  t o  a d i s c i p l i n a r y  o r d e r  i s s u e d  by t h e  d i v i s i o n  o f
b a n k in g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s ,  o r  a f e d e r a l  ag en cy  o r  agency
o f  a n o t h e r  s t a t e  t h a t  s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ,  d u r i n g  th e
f i v e - y e a r  p e r i o d .

* Sec .  5. AS 44.88.080 i s  amended by  a d d in g  a  r.ew p a r a g r a p h  t o  r e a d :
(25) t o  convey r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  by

D e u re  J sr e a l  p r o p e r t y  i n  t h e  s t a t e , [ a n d  o t h e r  a s s e t s j t o ,  a c q u i r e  a b e n e f i c i a l
i n t e r e s t  i n ,  and  p a r t i c i p a t e  i n  t h e  management o f  a r e a l  p r o p e r t y
l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 06.50 i f

(A) s t a t e  c o r p o r a t i o n s  anc  a g e n c i e s  a r e  g r a n t e d
-9- CSSSSB 408(Fin)
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p r i o r i t y  t o  t h e  a s s e t s  o f  t h e  o r g a n i z a t i o n  o v e r  o t h e r  g r a n t o r s ;  
and

vm s \
(B) t h e  c o r p o r a t i o n  w i l l  r e a l i z e  /jj r a t e  o f  r e t u r n  o f  

a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  t h e  o r g a n i z a ­
t i o n .

* Sec .  6. AS 06.50.010, 06.50.020, 06.50.030, 06.50.040, 06.50.050,
06.50.060, 06.50.100; AS 18.56.090(29); and AS 44.88.080(25) a r e  r e p e a l e d .

* Sec .  7. S e c t i o n s  1 - 5 o f  t h i s  Act t a k e  e f f e c t  Ju n e  1, 1988.
* Sec. 8. S e c t i o n  6 o f  t h i s  Act t a k e s  e f f e c t  J u n e  1, 1993.
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(a) A S  4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6  d o  n o t  f o r b i d  t h e  e x i s t e n c e  o r

o p e r a t i o n  of l a b o r ,  a g r i c u l t u r a l  o r  h o r t i c u l t u r a l  o r g a n i z a t i o n s  

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

p r o f i t ,  o r  f o r b i d  o r  r e s t r a i n  m e m b e r s  of t h o s e  o r g a n i z a t i o n s  f r o m  

l a w f u l l y  c a r r y i n g  o u t  t h e  l e g i t i m a t e  o b j e c t i v e s  of t h e m ;  n o r  a r e  

t h e s e  o r g a n i z a t i o n s  or m e m b e r s  i l l e g a l  c o m b i n a t i o n s  o r  

c o n s p i r a c i e s  in r e s t r a i n t  o f  t r a d e  u n d e r  t h e  p r o v i s i o n s  of A S  

4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6 .

(b) A S  4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6  d o  n o t  f o r b i d  a c t i o n s  o r

a r r a n g e m e n t s  a u t h o r i z e d  o r  r e g u l a t e d  u n d e r  t h e  la w s  of t h e  U n i t e d  

S t a t e s  w h i c h  e x e m p t  t h e s e  a c t i o n s  o r  a r r a n g e m e n t s  f r o m  

a p p l i c a t i o n  of t h e  a n t i t r u s t  l a w s  of t h e  U n i t e d  S t a t e s  o r  u n d e r  

t h e  f o l l o w i n g  s t a t u t e s  o f  t h i s  s t a t e :

(1) A S  0 6 . 0 5 . 2 3 5 ;

(2) A S  10.1 5 ;  a n d

(3) A S  3 1 . 0 5 . 1 1 0 .

(c) A S  4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6  d o  n o t  f o r b i d  p e r s o n s  e n g a g e d  in

t h e  f i s h i n g  i n d u s t r y  as f i s h e r m e n ,  c a t c h i n g  o r  c o l l e c t i n g  a q u a t i c  '

p r o d u c t s ,  f r o m  a c t i n g  t o g e t h e r  in a s s o c i a t i o n s  f o r  t h e  p u r p o s e  o f  

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

1 il.

Sec. 4 5 . 5 0 . 5 7 2 . EXEMPTIONS.



(d) AS 4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6  d o  n o t  a p p l y  to p u b l i c  u t i l i t i e s  

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

n e c e s s i t y  u n d e r  A S  4 2 . 0 5 .

(e) dR ep e a l e d ,  s e c .  68 ch  21 SLA 1985.fi

(f) d R e p e a l e d ,  sec. 10 c h  75 S L A  1 9 8 2 . H

(g) A S  4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6  d o  n o t  f o r b i d  a c t i v i t i e s  e x p r e s s l y
/

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

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

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

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

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

A S  4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6  w o u l d  be d i s r u p t i v e  of t h e  r e g u l a t o r y

s c h e m e .

I  > sUk
( M L

(h) AS 4 5 . 5 0 . 5 6 2  - 4 5 . 5 0 . 5 9 6  d o  n o t  f o r b i d  a c t i o n s  o r

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

N a t i v e  C l a i m s  S e t t l e m e n t  Act.
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D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL /

May 2, 1988

REPLY TO:

□  1031 W 4th AVENUE 
SUITE 200
ANCHORAGE, ALASKA 99501-1994 
PHONE: (907) 276-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS, ALASKA 99701-4679

SrfV f COWPER, GOVERNOR

H ono rab l e  J o h n e  B i n k l e y  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. Box V 
Juneau ,  AK 99811

Dear S e n a t o r  B i n k l e y :

&/p.o. BOX K-STATE CAPITOL 
JUNEAU, ALASKA 99811-0300 
PHONE: (907) 465-3600

Re: CSSSSB 408(Fin)

Your r e q u e s t  t o  A s s i s t a n t  A t t o r n e y  G e n e r a l  J e f f r e y  W. 
Bush f o r  a w r i t t e n  comment on w h e t h e r  CSSSSB 408(Fin) wou ld  
s u r v i v e  s c r u t i n y  u n d e r  t h e  f e d e r a l  a n t i t r u s t  laws h a s  b een  
r e f e r r e d  t o  me f o r  r e s p o n s e .

G e n e r a l l y  s p e a k i n g ,  a c t i v e  s t a t e  s u p e r v i s i o n  o f  an  
a n t i c o m p e t i t i v e  a c t i v i t y ,  when t h e  a c t i v i t y  i s  t a k e n  i n  
f u r t h e r a n c e  o f  a  c l e a r l y  a r t i c u l a t e d  s t a t e  p o l i c y ,  w i l l  exempt 
t h o s e  u n d e r t a k i n g  t h e  a c t i v i t y  f rom  l i a b i l i t y  u n d e r  t h e  f e d e r a l  
a n t i t r u s t  l aw s .  P a r k e r  v .  Brown, 317 U.S . 341 (1943).

The b i l l  b e f o r e  y o u r  com m i t t e e  p r o p o s e s  t o  d i s p l a c e  t h e  
f r e e  m a rk e t  s y s t em  i n  A l a s k a  r e a l  e s t a t e .  The b i l l  a u t h o r i z e s  
t h e  c r e a t i o n  o f  o r g a n i z a t i o n s  o f  c o m p e t i t o r s  wh ich  w i l l  b e ^  
a l l ow ed  t o  f i x  p r i c e s  and  m a n i p u l a t e  t h e  a v a i l a b i l i t y  o f  r e a l  
p r o p e r t y  on t h e  m a r k e t .  T h i s  i s  c l e a r l y  a n t i c o m p e t i t i v e  
a c t i v i t y .

The b i l l  i s  s u p p o r t e d  by  l e g i s l a t i v e  f i n d i n g s  wh ich  
a r t i c u l a t e  s t a t e  p o l i c i e s  i n  s u p p o r t  o f  t h e  p r o p o s e d  
a n t i c o m p e t i t i v e  a c t i v i t y .  Coup led  w i t h  t h e  p r o p o s e d  sy s t em  o f  , 
r e g u l a t i o n  by  t h e  s t a t e ,  t h e  b i l l  i s  p r o b a b l y  a d e q u a t e  t o  exempt 1v 
t h e  p a r t i c i p a n t s  i n  t h e s e  o r g a n i z a t i o n s  f rom  f e d e r a l  a n t i t r u s t  
l i a b i l i t y .

S i n c e r e l y  y o u r s ,

GRACE BERG SCHAIBLE 
ATTORNEY GEN:

By:
R i c h a r d  D. Monkman 
A s s i s t a n t  A t t o r n e y  G e n e r a l

RDM:nb

0 3 -C 5 LH
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IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 408 (F inance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL
Fo r  an Act e n t i t l e d :  "An Act r e l a t i n g  t o  t h e  d i v i s i o n  o f  b a n k in g ,  s e c u ­

r i t i e s ,  and c o r p o r a t i o n s ;  e s t a b l i s h i n g  t h e  r e a l  p r o p ­
e r t y  l i q u i d a t i n g  p rog ram  w i t h i n  t h e  d i v i s i o n ;  a u ­
t h o r i z i n g  c e r t a i n  p u b l i c  c o r p o r a t i o n s  t o  p a r t i c i p a t e
i n  t h e  p ro g ram ;  and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "  

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. LEGISLATIVE FINDINGS AND INTENT. (a) The l e g i s l a t u r e

f i n d s  t h a t
(1) t h e r e  h av e  b e e n  i n  t h e  s t a t e  s e v e r a l  f a i l u r e s  o f  s t a t e  and 

f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n s  and one bank  c o n s o l i d a t i o n  by 
t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  u n d e r  12 U .S .C . 1823(c);

(2) t h e s e  f i n a n c i a l  i n s t i t u t i o n s  a s  w e l l  a s  o t h e r  b u s i n e s s e s  anc 
s t a t e  and f e d e r a l  a g e n c i e s  c u r r e n t l y  h o l d  l a r g e  p o r t f o l i o s  o f  d i s t r e s s e d
r e a l  e s t a t e  l o a n s  and r e a l  p r o p e r t y ;

(3) t h e s e  b u s i n e s s e s  and  gove rnmen t  a g e n c i e s  n e e d  t o  be p e r m i t ­
t e d  t o  c o o p e r a t e  i n  a d m i n i s t e r i n g  t h e s e  l o a n s  and p r o p e r t i e s  t o  a v o i d  f u r ­
t h e r  a d v e r s e  e f f e c t s  on t h e  s t a t e ' s  r e a l  e s t a t e  m a r k e t s  and t o  s t a b i l i z e  
t h e  s t a t e ' s  b a n k in g  sy s tem ;  and

(4) t h e  m a in t e n a n c e  o f  s t a b l e  and o r d e r l y  m a r k e t s  f o r  t h e  p u r ­
c h a s e  and  s a l e  o f  commerc ia l  and  r e s i d e n t i a l  r e a l  e s t a t e  i n  t h e  s t a t e  i s  
e s s e n t i a l  t o  t h e  economy o f  t h e  s t a t e  and  t h e  w e l f a r e  o f  i t s  c i t i z e n s ,  as 
i s  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  b a n k in g  sy s tem .

(b) The l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  
b a n k in g  sy s tem  and r e a l  e s t a t e  m a r k e t s  and p r e v e n t  a p r e c i p i t o u s  d e c l i n e  in

-1- CSSSSB 408(Fin)
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r e a l  e s t a t e  p r i c e s  by d i s p l a c i n g  c o m p e t i t i o n  w i t h  gove rnmen t  r e g u l a t i o n  i n  
m a t t e r s  r e l a t i n g  t o  t h e  a d m i n i s t r a t i o n ,  management, and d i s p o s i t i o n  o f  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and l o a n s  s e c u r e d  by  t h e  p r o p e r t y  h e l d  by  f i n a n c i a l  
i n s t i t u t i o n s ,  o t h e r  b u s i n e s s e s ,  and s t a t e  and  f e d e r a l  a g e n c i e s .  By a u ­
t h o r i z i n g  t h e  c r e a t i o n  o f  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  and 
m an d a t i n g  a c t i v e  s t a t e  s u p e r v i s i o n  o f  t h e s e  o r g a n i z a t i o n s ,  t h e  l e g i s l a t u r e  
i n t e n d s  t h a t  e ach  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  and' a l l  p e r s o n s  
and  e n t i t i e s  who s u b s c r i b e  o r  g r a n t  a s s e t s  t o ,  c o n t r i b u t e  f u nd s  o r  s e r v i c e s  
t o ,  o b t a i n  a b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e  i n  t h e  management o f  
t h e  o r g a n i z a t i o n  w i l l  b e  f u l l y  immunized a g a i n s t  p o t e n t i a l  l i a b i l i t y  u n d e r  
f e d e r a l  a n t i t r u s t  laws and s t a t e  a n t i t r u s t ,  c o m p e t i t i o n ,  and  t r a d e  p r a c ­
t i c e s  laws a r i s i n g  from t h e  o p e r a t i o n  o f  t h e  o r g a n i z a t i o n  o r  t h e  a c t i v i t i e s
o f  any p e r s o n  o r  e n t i t y  p e r f o rm ed  i n  c o n n e c t i o n  w i t h  t h e  o r g a n i z a t i o n .

* Sec .  2. AS 06 i s  amended by a d d in g  a new c h a p t e r  t o  r e a d :
CHAPTER 50. REAL PROPERTY LIQUIDATING PROGRAM.

Sec .  06.50.010. RESPONSIBILITY OF DIRECTOR. (a) The r e a l
p r o p e r t y  l i q u i d a t i n g  p rog ram  i s  e s t a b l i s h e d  i n  t h e  d i v i s i o n  o f  b a n k ­
i n g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s .  The d i r e c t o r  o f  t h e  d i v i s i o n  s h a l l
a d m i n i s t e r  t h i s  c h a p t e r .

(b) By F e b r u a r y  1 o f  e a ch  y e a r  t h e  d i r e c t o r  s h a l l  s u bm i t  a
r e p o r t  t o  t h e  l e g i s l a t u r e  summar iz ing  a c t i v i t i e s  o f  t h e  d i v i s i o n  u n d e r  
t h i s  c h a p t e r  d u r i n g  th e  p r e v i o u s  y e a r .

Sec .  06.50.020. FORMATION. (a) Th ree  o- more g r a n t o r s  may '
c r e a t e  a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  by f i l i n g  t h e  o r g a ­
n i z a t i o n a l  documents w i t h  t h e  d i r e c t o r .  The d i r e c t o r  and t h e  g o v e r n o r  
s h a l l  r e v i ew  t h e  documents  and may a p p ro v e  them i f  t h e y  comply w i t h
(c) o f  t h i s  s e c t i o n  and  a r e  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h i s
c h a p t e r .  Conveyance o f  a s s e t s  t o  o r  d i s p o s i t i o n  o f  r e a l  p r o p e r t y  o r  
o t h e r  a s s e t s  by an o r g a n i z a t i o n  i s  n o t  e f f e c t i v e  u n t i l  t h e  

1SSSSB 408(Fin) -2-

__ _________________________________ ________



1
2
3

4

5

6
7

8
9

10
11
12
13

14

15

16

17

18

19

20
21
22
23

24

25

26

27

28

29

WUKN D K A M WORK DRAFT WORK DRAFT

o r g a n i z a t i o n a l  documents  have  b een  r e v i ew e d  and a p p ro v ed  by t h e  d i r e c ­
t o r  and t h e  g o v e r n o r .

(b) At t h e  t im e  o r g a n i z a t i o n a l  documen ts  a r e  f i l e d  w i t h  th e  
d i r e c t o r  u n d e r  (a) o f  t h i s  s e c t i o n ,  a copy s h a l l  b e  made a v a i l a b l e  by 
t h e  g r a n t o r s  t o  t h e  l e g i s l a t i v e  a u d i t o r .  The l e g i s l a t i v e  a u d i t o r  
s h a l l  r e v i e w  t h e  documen ts  and r e p o r t  t o  t h e  L e g i s l a t i v e  Budge t  and 
A u d i t  Commit tee .  The com m i t t e e  may recommend a p p r o v a l  o r  d i s a p p r o v a l  
o f  t h e  documents  t o  t h e  g o v e r n o r .

(c) The o r g a n i z a t i o n a l  documen ts  must
(1) s t a t e  t h e  p u r p o s e  o f  t h e  o r g a n i z a t i o n ;
(2) i d e n t i f y  a l l  g r a n t o r s  who h av e  s u b s c r i b e d  t o  t h e  o r g a ­

n i z a t i o n  and a l l  p e r s o n s  who w i l l  p o s s e s s  an i n t e r e s t  i n  t h e  o r g a ­
n i z a t i o n  upon i t s  f o rm a t i o n ;

(3) d e s c r i b e  t h e  manner  i n  wh ich  t h e  o r g a n i z a t i o n  w i l l  be
managed;

(4) p r e s c r i b e  t h e  me thod  u n d e r  wh ich  d i s t r i b u t i o n s  t o  th e  
g r a n t o r s  and o t h e r  b e n e f i c i a r i e s  w i l l  b e  made;

(5) p r o v i d e  f o r  t h e  conveyance  t o  t h e  o r g a n i z a t i o n  o f  a l l  
o r  p a r t  o f  t h e  g r a n t o r s '  p o r t f o l i o s  o f  commerc ia l  and r e s i d e n t i a l  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and r e a l  e s t a t e  l o a n s  s e c u r e d  by r e a l  p r o p e r t y  
i n  t h e  s t a t e ;

(6) p r o v i d e  f o r  t h e  t r a n s f e r  t o  t h e  o r g a n i z a t i o n  o f  o t h e r
a s s e t s  o f  t h e  g r a n t o r s ,  i n c l u d i n g  c a s h  and consumer l o a n s ,  t o  a s s i s t
t h e  o r g a n i z a t i o n  i n  f u l f i l l i n g  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;

(7) e n s u r e  t h a t  a l l  a s s e t s  t r a n s f e r r e d  to  t h e  o r g a n i z a t i o n
a r e  a p p r a i s e d  a t  f a i r  m a rk e t  v a l u e  a t  t h e  t im e  o f  t h e  t r a n s f e r ;

(8) p r o v i d e  f o r  t h e  o r d e r l y  d i s p o s i t i o n  o f  t h e  p r o p e r t y  and 
l o a n s  o f  t h e  o r g a n i z a t i o n  a t  p r i c e s  t o  be d e t e rm in e d  by  t h e  o r g a ­
n i z a t i o n  u n d e r  r e g u l a t i o n s  a d o p t e d  by t h e  d i r e c t o r ;
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(9) p r o v i d e  f o r  e x p e n d i t u r e s  t o  manage o r g a n i z a t i o n  a s s e t s ,  
i n c l u d i n g  e x p e n d i t u r e s  t o  p r e s e r v e  o r  enhance  t h e  v a l u e  o f  t h e  o r g a ­
n i z a t i o n ' s  p r o p e r t i e s ;

(10) e s t a b l i s h  t e rm s  f o r  t h e  d i s s o l u t i o n  o f  an o r g a n i z a ­
t i o n ;  and

(11) p r o v i d e  f o r  t h e  e s t a b l i s h m e n t  o f  o t h e r  t e rm s  and con ­
d i t i o n s  r e l a t i n g  t o  t h e  s a l e  o r  o t h e r  d i s p o s i t i o n  o f  a s s e t s  t h a t  t h e  
g r a n t o r s  c o n s i d e r  n e c e s s a r y  o r  a p p r o p r i a t e  t o  e n s u r e  t h a t  t h e  o r g a ­
n i z a t i o n  w i l l  b e  o p e r a t e d  i n  a manner  t h a t  w i l l  p r o v i d e  f o r  o r d e r l y  
d i s p o s i t i o n  o f  t h e  o r g a n i z a t i o n ' s  a s s e t s  and p rom o te  s t a b l e  r e a l  
e s t a t e  m a r k e t s  and a s t a b l e  b a n k in g  sy s t em  i n  t h e  s t a t e .

Sec .  06.50.030. AUDITS AND REPORTS. (a) I n  a d d i t i o n  t o  t h e  
r e c o r d  k e e p i n g  r e q u i r e m e n t s  s p e c i f i e d  i n  r e g u l a t i o n s  a d o p t e d  by th e  
d i r e c t o r  o r  i n  t h e  o r g a n i z a t i o n a l  documen ts ,  t h e  o r g a n i z a t i o n  s h a l l  
r e t a i n  a c e r t i f i e d  p u b l i c  a c c o u n t a n t  t o  a n n u a l l y  p r e p a r e  and s ubm i t  t o  
t h e  d i r e c t o r  on o r  b e f o r e  A p r i l  1 an a u d i t e d  b a l a n c e  s h e e t ,  income 
s t a t e m e n t ,  s t a t e m e n t  o f  p r i n c i p a l ,  s t a t e m e n t  o f  ch ang e s  i n  f i n a n c i a l  
p o s i t i o n ,  s c h e d u l e  o f  a l l  d i s p o s i t i o n s  o f  r e a l  p r o p e r t y ,  r e a l  e s t a t e  
l o a n s ,  and o t h e r  a s s e t s  made by t h e  o r g a n i z a t i o n  d u r i n g  t h e  p r e v i o u s  
c a l e n d a r  y e a r ,  and l e t t e r s

(1) c e r t i f y i n g  t h a t  a l l  d i s p o s i t i o n s  o f  r e a l  p r o p e r t y ,  r e a l  
e s t a t e  l o a n s ,  and  o t h e r  a s s e t s ,  and  a l l  d i s t r i b u t i o n s  d u r i n g  t h e  y e a r  
we re  made i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  o r g a n i z a t i o n a l  
documen ts  and  t h i s  c h a p t e r ,  o r  i d e n t i f y i n g  any v a r i a n c e ;  and

(2) w i t h  r e s p e c t  t o  t h e  i n t e r n a l  f i n a n c i a l  c o n t r o l s  and 
p r a c t i c e s  o f  t h e  o r g a n i z a t i o n ,  p r o v i d i n g  r e commenda t ion s  t h e  a c c o u n ­
t a n t  c o n s i d e r s  a p p r o p r i a t e .

(b) The o r g a n i z a t i o n  s h a l l  p r e p a r e  and  f i l e  w i t h  t h e  d i r e c t o r ,  
on a q u a r t e r l y  b a s i s ,  a r e p o r t  c o n t a i n i n g  t h e  f o l l o w in g :
B 408(Fin) -4-
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(1) a s c h e d u l e  o f  a l l  r e a l  p r o p e r t y ,  r e a l  e s t a t e  l o a n s ,  and 
o t h e r  a s s e t s  h e l d  by t h e  o r g a n i z a t i o n ;

(2) t h e  s a l e  p r i c e  and a l l  o t h e r  s i g n i f i c a n t  t e rm s  o f  s a l e  
f o r  r e a l  p r o p e r t y  s o l d  by t h e  o r g a n i z a t i o n  and amount o f  p r o c e e d s  
r e c e i v e d  by t h e  o r g a n i z a t i o n  f rom r e a l  e s t a t e  l o a n s  and  o t h e r  a s s e t s  
s i n c e  t h e  d a t e  o f  t h e  p r e v i o u s  r e p o r t ;  and

(31 a p r o p o s e d  o p e r a t i n g  p l a n  f o r  t h e  n e x t  q u a r t e r l y  p e r i o d  
t h a t  confo rms w i t h  r e g u l a t i o n s  a d o p t e d  u n d e r  t h i s  c h a p t e r .

Sec. 06.50.040. REVIEW AND APPROVAL. (a) The d i r e c t o r  s h a l l  
r e v i ew  e ach  r e p o r t  f i l e d  u n d e r  AS 06.50.030(b) and  a p p ro v e  o r  d i s a p ­
p ro v e  t h e  p r o p o s e d  o p e r a t i n g  p l a n  w i t h i n  20 days a f t e r  f i l i n g .  I n  
r e v i ew i n g  e ach  r e p o r t  and  o p e r a t i n g  p l a n ,  t h e  d i r e c t o r  s h a l l  c o n s i d e r  
c u r r e n t  m a rk e t  c o n d i t i o n s .  The d i r e c t o r  may app rov e  an o p e r a t i n g  p l a n  
i f  t h e  d i r e c t o r  f i n d s  t h a t  t h e  r e p o r t  and p l a n

(1) comply w i t h  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;
(2) e n s u r e  a l l  p r o v i s i o n s  o f  t r u s t  a g r e em en t s  and  a g r e e ­

m en ts  be tween  s t a t e  e n t i t i e s  and o r g a n i z a t i o n s  a r e  a d h e r e d  t o ;
(3) p r o v i d e  p o l i c i e s  t h a t  mee t  t h e  r e q u i r e m e n t s  o f  law and 

r e g u l a t i o n s ,  e s t a b l i s h  sound f i s c a l  p r a c t i c e s ,  and e n s u r e  p r o p e r  
managemen t ; and

(4) e n s u r e  s t a t e  i n v e s tm e n t s  w i l l  n o t  b e  a d v e r s e l y  a f f e c t e d  
by  p o o r  management o r  p o l i c i e s ,  i n c l u d i n g  payment o f  e x c e s s  compen­
s a t i o n  o r  b e n e f i t s  t o  o f f i c e r s  and emp loyee s  o f  t h e  o r g a n i z a t i o n .

(b) I f  a p r o p o s e d  o p e r a t i n g  p l a n  i s  app roved  by  t h e  d i r e c t o r ,  i t  
s h a l l  be s u b m i t t e d  f o r  a p p r o v a l  o r  d i s a p p r o v a l  by t h e  g o v e r n o r .

(c) W i th i n  f i v e  days  a f t e r  t h e  d i r e c t o r  n o t i f i e s  an  o r g a n i z a t i o n  
o f  i t s  i n t e n t i o n  t o  i n s p e c t  b u s i n e s s  r e c o r d s ,  a l l  b u s i n e s s  r e c o r d s  
m a i n t a i n e d  by t h e  o r g a n i z a t i o n  s h a l l  b e  a v a i l a b l e  f o r  r e v i ew  and 
e x am in a t i o n  by t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s
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a t  t h e  o r g a n i z a t i o n ’ s p r i n c i p a l  p l a c e  o f  b u s i n e s s ,  d u r i n g  r e g u l a r  
b u s i n e s s  h o u r s .  The d i r e c t o r  s h a l l  examine t h e  b u s i n e s s  r e c o r d s  o f  an 
o r g a n i z a t i o n  on a r e g u l a r  b a s i s  a t  l e a s t  tw i c e  e a c h  c a l e n d a r  y e a r  to  
d e t e rm i n e  w h e t h e r  t h e y  d em o n s t r a t e

(1) p r o p e r  e n d o r s em en t s  o f  l o a n s  and a g r e em e n t s ;
(2) p e r f e c t i o n  o f  i n t e r e s t s  i n  c o l l a t e r a l ;
(3) p r o p e r  a p p r a i s a l s  and  o t h e r  d e t e rm i n a t i o n s  o f  v a l u e ;
(A) p r o p e r  a s s e s sm e n t  o f  t h e  f i n a n c i a l  p o s i t i o n  o f  g r a n ­

t o r s  , i n v e s t o r s  , o r  b o r r o w e r s ;  and
(5) o t h e r  m a t t e r s  t h e  d i r e c t o r  c o n s i d e r s  n e c e s s a r y .

(d) I f  t h e  g o v e r n o r  o r  d i r e c t o r  d i s a p p r o v e s  a p r o p o s e d  o p e r a t i n g  
p l a n  o r  t h e  d i r e c t o r  c o n c l u d e s ,  a f t e r  an i n s p e c t i o n  o f  b u s i n e s s  r e ­
c o r d s ,  t h a t  t h e  o r g a n i z a t i o n  i s  b e i n g  a d m i n i s t e r e d  m a t e r i a l l y  c o n t r a r y  
t o  s t a t u t e ,  r e g u l a t i o n ,  o r  a p r e v i o u s l y  app ro v ed  o p e r a t i n g  p l a n ,  t h e  
d i r e c t o r  s h a l l  n o t i f y  t h e  o r g a n i z a t i o n  and a l l  g r a n t o r s  i n  w r i t i n g ,  
s p e c i f y i n g  a l l  d e f i c i e n c i e s  and  p r e s c r i b i n g  a p p r o p r i a t e  r em e d i e s .  I f  
t h e  o r g a n i z a t i o n  f a i l s  t o  remedy d e f i c i e n c i e s  i n  a c c o r d a n c e  w i t h  th e  
d i r e c t o r ' s  p r e s c r i p t i o n s  w i t h i n  60 days a f t e r  r e c e i p t  o f  t h e  n o t i c e ,  
t h e  d i r e c t o r  may commence p r o c e e d i n g s  u n d e r  AS 06.01.030. A r e v i s e d  
o p e r a t i n g  p l a n  i s  a l s o  s u b j e c t  t o  a p p r o v a l  by t h e  d i r e c t o r  and t h e  
g o v e r n o r .

(e) The e x p e n s e s  o f  t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and 
c o r p o r a t i o n s  r e a s o n a b l y  i n c u r r e d  i n  r e v i e w i n g  and a p p r o v i n g  a p r o p o s e d  
o p e r a t i n g  p l a n  o r  i n s p e c t i n g  b u s i n e s s  r e c o r d s  und e r  t h i s  s e c t i o n  s h a l l  
be c h a rg e d  t o  and p a i d  by t h e  o r g a n i z a t i o n .  R e c e i p t s  s h a l l  be d e p o s ­
i t e d  i n t o  t h e  g e n e r a l  fund  and may be a p p r o p r i a t e d  t o  t h e  Depa r tm en t  
o f  Commerce and Economic Deve lopment  f o r  c o s t s  o f  a d m i n i s t e r i n g  t h i s  
c h a p t e r .

Sec .  06.50.050. LEGISLATIVE AUDITS. (a) The l e g i s l a t i v e  
OSSSSB 408(Fin) -6-
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a u d i t o r  s h a l l  a u d i t  e a ch  o r g a n i z a t i o n  a t  l e a s t  once  e a c h  y e a r .  The 
l e g i s l a t i v e  a u d i t  d i v i s i o n  h a s  f r e e  a c c e s s  to  a l l  books and p a p e r s  o f  
an  o r g a n i z a t i o n  t h a t  r e l a t e  t o  i t s  b u s i n e s s  and books and  p a p e r s  k e p t  
by  a d i r e c t o r ,  o f f i c e r ,  o r  employee  r e l a t i n g  t o  o r  upon wh ic h  a r e c o r d  
o f  i t s  b u s i n e s s  i s  k e p t ,  and may summon w i t n e s s e s  and  a d m i n i s t e r  o a t h s  
o r  a f f i r m a t i o n s  i n  t h e  e x a m in a t i o n  o f  t h e  d i r e c t o r s ,  o f f i c e r s ,  o r  
emp loyees  o f  t h e  o r g a n i z a t i o n  o r  any  p e r s o n  i n  r e l a t i o n  t o  i t s  
a f f a i r s ,  t r a n s a c t i o n s ,  and  c o n d i t i o n s ,  and may r e q u i r e  and  compel t h e  
p r o d u c t i o n  o f  r e c o r d s ,  b ook s ,  p a p e r s ,  c o n t r a c t s ,  o r  o t h e r  documen ts  by 
c o u r t  o r d e r  i f  n o t  v o l u n t a r i l y  p r o d u c e d .

(b) The l e g i s l a t i v e  a u d i t o r  and t h e  a u d i t o r ' s  emp loyee s  may n o t
d i s c l o s e  i n f o r m a t i o n  a c q u i r e d  by them i n  t h e  c o u r s e  o f  an  a u d i t  o f  an
o r g a n i z a t i o n  c o n c e r n i n g  t h e  p a r t i c u l a r s  o f  t h e  b u s i n e s s  o r  a f f a i r s  o f  
a p e r s o n  u n l e s s  t h e  i n f o rm a t i o n  i s  r e q u i r e d  to  be  d i s c l o s e d  by  law o r  
u n d e r  a c o u r t  o r d e r .  However, t h e  l e g i s l a t i v e  a u d i t o r  s h a l l  p r e p a r e  a 
r e p o r t  summar iz ing  f i n d i n g s  o f  an a u d i t  c o n du c t e d  u n d e r  t h i s  s e c t i o n  
f o r  t h e  p r e s i d e n t  o f  t h e  s e n a t e ,  t h e  s p e a k e r  o f  t h e  h o u se  o f  r e p r e s e n ­
t a t i v e s ,  and  t h e  L e g i s l a t i v e  Budget  and A ud i t  Commit tee .  Upon a p ­
p r o v a l  o f  t h e  L e g i s l a t i v e  Budge t  and A u d i t  Commit tee , a r e p o r t  p r e ­
p a r e d  u n d e r  t h i s  s e c t i o n  s h a l l  be made p u b l i c .

Sec .  06.50.060. EXEMPTION. (a) I f  t h e  d i r e c t o r  d e t e rm i n e s  t h a t  
t h e  ex em p t io n  i s  n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  
t h e  D epa r tm en t  o f  Commerce and  Economic Development may by r e g u l a t i o n  
exempt t r a n s a c t i o n s  u n d e r  t h i s  c h a p t e r  by o r g a n i z a t i o n s  from any f e e ,  
a u t h o r i z a t i o n ,  p e rm i t ,  f i l i n g ,  o r  r e g i s t r a t i o n  r e q u i r e m e n t  o f  o r  
a d m i n i s t e r e d  by t h e  d e p a r tm e n t .

(b) Each o r g a n i z a t i o n  i s  exempt from AS 45.50.562 - 45.50.592.
A c t i v i t i e s  i n  c o n n e c t i o n  w i t h  an o r g a n i z a t i o n  o f  a p e r s o n  o r  e n t i t y  
t h a t  s u b s c r i b e s  o r  g r a n t s  a s s e t s  t o ,  c o n t r i b u t e s  fu nd s  o r  s e r v i c e s  to ,
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o b t a i n s  a b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e s  i n  t h e  management o f  
t h e  o r g a n i z a t i o n  a r e  exempt from AS 45.50.562 - 45.50.592.

Sec.  06.50.100. DEFINITIONS. I n  t h i s  c h a p t e r
(1) " d i r e c t o r "  means t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k ­

i n g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s ;
(2) " g r a n t o r "  means a f e d e r a l l y  o r  s t a t e  c h a r t e r e d  f i n a n ­

c i a l  i n s t i t u t i o n ,  f e d e r a l  o r  s t a t e  agency ,  l i c e n s e d  i n s u r e r ,  o r  f i ­
n a n c i n g  company t h a t  conveys  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  
by  r e a l  p r o p e r t y  i n  th e  s t a t e ,  o r  o t h e r  a s s e t s  t o ,  and t h e r e b y  o b t a i n s  
a b e n e f i c i a l  i n t e r e s t  i n  and  t h e  r i g h t  t o  p a r t i c i p a t e  i n  t h e  manage ­
ment o f ,  a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n ;

(3) " r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n "  o r  " o r g a n i z a ­
t i o n "  means a c o r p o r a t i o n ,  t r u s t ,  fu nd ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  o r  
o t h e r  e n t i t y  c r e a t e d  t o  a c q u i r e ,  m a i n t a i n ,  manage, m a rk e t ,  a d m i n i s t e r  
and s e l l ,  l i q u i d a t e ,  o r  o t h e rw i s e  d i s p o s e  o f  r e a l  p r o p e r t y  i n  t h e  
s t a t e  o r  l o a n s  s e c u r e d  by r e a l  p r o p e r t y  i n  t h e  s t a t e  and t o  d i s t r i b u t e  
t h e  p r o c e e d s  t o  i t s  b e n e f i c i a r i e s ,  i n  a c c o r d a n c e  w i t h  o r g a n i z a t i o n a l  
i t s  documen ts .

* Sec.  3. AS 18.56.090 i s  amended by  a d d in g  a new p a r a g r a p h  t o  r e a d :
(29) convey  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  by 

r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and o t h e r  a s s e t s  t o ,  a c q u i r e  a b e n e f i c i a l  
i n t e r e s t  i n ,  and p a r t i c i p a t e  i n  t h e  management o f  a r e a l  p r o p e r t y  
l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 06.50 i f

(A) s t a t e  c o r p o r a t i o n s ' and a g e n c i e s  a r e  g r a n t e d  p r i ­
o r i t y  t o  t h e  a s s e t s  o f  t h e  o r g a n i z a t i o n  o v e r  o t h e r  g r a n t o r s ;  and

(B) th e  c o r p o r a t i o n  w i l l  r e a l i z e  a r a t e  o f  r e t u r n  o f  
a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  th e  o r g a n i z a ­
t i o n .

* Sec .  4. AS 44.33 i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :
ZSSSSB 408(Fin) -8-
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Sec .  44.33.027. DIVISION OF BANKING, SECURITIES, AND CORPORA­
TIONS. The d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s  i s  
e s t a b l i s h e d  i n  t h e  d e p a r tm e n t .  The d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k ­
i n g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s  s h a l l  be a p p o i n t e d  by t h e  g o v e rn o r  
and  s e r v e  a f o u r - y e a r  t e rm  o r  u n t i l  a  s u c c e s s o r  i s  a p p o i n t e d .  The 
d i r e c t o r  s e r v e s  a t  t h e  p l e a s u r e  o f  t h e  g o v e r n o r .  The d i r e c t o r

(1) mus t  b e  a U n i t e d  S t a t e s  c i t i z e n ;
(2) m u s t ,  w i t h i n  15 y e a r s  b e f o r e  a p p o in tm e n t  t o  o f f i c e ,

h av e  had  a minimum o f  f i v e  y e a r s  management e x p e r i e n c e  w i t h  a f i n a n ­
c i a l  i n s t i t u t i o n  o r  a s  an  employee o f  a s t a t e  o r  f e d e r a l  ag ency  t h a t  
s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ;

(3) may n o t ,  w i t h i n  f i v e  y e a r s  b e f o r e  a p p o in tm en t  t o  o f ­
f i c e ,  h a v e  s e r v e d  as an o f f i c e r  o r  d i r e c t o r  o f  a f i n a n c i a l  i n s t i t u t i o n  
t h a t  was s u b j e c t  t o  a d i s c i p l i n a r y  o r d e r  i s s u e d  by t h e  d i v i s i o n  o f  
b a n k in g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s ,  o r  a f e d e r a l  a g en cy  o r  agency  
o f  a n o t h e r  s t a t e  t h a t  s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ,  d u r i n g  t h e  
f i v e - y e a r  p e r i o d .

* Sec .  5. AS 44.88.080 i s  amended by a d d in g  a new p a r a g r a p h  t o  r e a d :
(25) t o  convey r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  by 

r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and  o t h e r  a s s e t s  t o ,  a c q u i r e  a b e n e f i c i a l  
i n t e r e s t  i n ,  and p a r t i c i p a t e  i n  t h e  management o f  a r e a l  p r o p e r t y  
l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 06.50 i f

(A) s t a t e  c o r p o r a t i o n s  and a g e n c i e s  a r e  g r a n t e d  p r i ­
o r i t y  t o  t h e  a s s e t s  o f  t h e  o r g a n i z a t i o n  ove r  o t h e r  g r a n t o r s ;  and

(B) t h e  c o r p o r a t i o n  w i l l  r e a l i z e  a r a t e  o f  r e t u r n  o f  
a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  t h e  o r g a n i z a ­
t i o n .

* Sec .  6. AS 06.50.010, 06.50.020, 06.50.030, 06.50.040, 06.50.050,
D6.50.060, 06.50.100; AS 18.56.090(29); and AS 44.88.080(25) a r e  r e p e a l e d .

-9- CSSSSB 408(Fin)
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O r i g i n a l  s p o n s o r s :  K e l l y  and  S t u r g u l e w s k i
• '-: # j j ?

BY THE FINANCE COMMITTEE<2?. V •• •<
IN THE SENATE

CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 408 (Finance) 
IN THE LEGISLATURE OF TflE STATE OF ALASKA 
FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

3. *•*/• ; 

# § -
F o r  an  Ac t  e n t i t l e d :  "An A c t  r e l a t i n g  t o  t h e  d i v i s i o n  o f  b a n k in g ,  aecu-

A-wWljr;
r i t i e s ,  and  c o r p o r a t i o n s ;  e s t a b l i s h i n g  t h e  r e a l  prop- 
e r t y  l i q u i d a t i n g  p ro g r am  w i t h i n  t h e  d i v i s i o n ;  au-
t h o r i z i n g  c e r t a i n  p u b l i c  c o r p o r a t i o n s  t o  p a r t i c i p a t e
i n  t h e  p rog ram ; and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "  

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. LEGISLATIVE FINDINGS AND INTENT. (a) The l e g i s l a t u r e

f i n d s  t h a t
(1) t h e r e  h a v e  b e e n  i n  t h e  s t a t e  s e v e r a l  f a i l u r e s  o f  s t a t e  and 

f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n s  and  one bank  c o n s o l i d a t i o n  by 
t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  u n d e r  12 U.S.C. 1823(c);

(2) t h e s e  f i n a n c i a l  i n s t i t u t i o n s  a s  w e l l  a s  o t h e r  b u s i n e s s e s  and
s t a t e  and f e d e r a l  a g e n c i e s  c u r r e n t l y  h o l d  l a r g e  p o r t f o l i o s  o f  d i s t r e s s e d
r e a l  e s t a t e  l o a n s  and r e a l  p r o p e r t y ;

(3) t h e s e  b u s i n e s s e s  and  gove rnmen t  a g e n c i e s  n e e d  t o  be  p e r m i t ­
t e d  t o  c o o p e r a t e  i n  a d m i n i s t e r i n g  t h e s e  l o a n s  a n d  p r o p e r t i e s  t o  a v o i d  f u r ­
t h e r  a d v e r s e  e f f e c t s  on t h e  s t a t e ' s  r e a l  e s t a t e  m a r k e t s  and t o  s t a b i l i z e  
t h e  s t a t e ' s  b a n k in g  s y s t em ;  and

(4) t h e  m a i n t e n a n c e  o f  s t a b l e  and  o r d e r l y  m a rk e t s  f o r  t h e  p u r ­
c h a s e  and  s a l e  o f  commerc ia l  and r e s i d e n t i a l  r e a l  e s t a t e  i n  t h e  s t a t e  i s  
e s s e n t i a l  t o  t h e  economy o f  t h e  s t a t e  and  t h e  w e l f a r e  o f  i t s  c i t i z e n s ,  a s  
i s  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  b a n k in g  sy s t em .

(b) The l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s  
b a n k in g  sy s tem  and r e a l  e s t a t e  m a rk e t s  and  p r e v e n t  a  p r e c i p i t o u s  d e c l i n e  i n

-1 - CSSSSB 408(Fin)
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r e a l  e s t a t e  p r i c e s  by  d i s p l a c i n g  c o m p e t i t i o n  w i t h  gove rnmen t  r e g u l a t i o n  i n• . :

m a t t e r s  r e l a t i n g  t o  t h e  a d m i n i s t r a t i o n ,  management, and  d i s p o s i t i o n  o f  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and  l o a n s  s e c u r e d t by  t h e  p r o p e r t y  h e l d  by f i n a n c i a l  
i n s t i t u t i o n s ,  o t h e r  b u s i n e s s e s ,  and  s t a t e  and  f e d e r a l  a g e n c i e s .  By a u ­
t h o r i z i n g  t h e  c r e a t i o n  o f  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  and 
m anda t i n g  a c t i v e  s t a t e  s u p e r v i s i o n  o f  t h e s e  o r g a n i z a t i o n s ,  t h e  l e g i s l a t u r e  
i n t e n d s  t h a t  e a c h  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  and  a l l  p e r s o n s  
and  e n t i t i e s  who s u b s c r i b e  o r  g r a n t  a s s e t s  t o ,  c o n t r i b u t e  fu n d s  o r  s e r v i c e s  
t o ,  o b t a i n  a  b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e  i n  t h e  management o f  
t h e  o r g a n i z a t i o n  w i l l  be f u l l y  immunized a g a i n s t  p o t e n t i a l  l i a b i l i t y  u n d e r  
f e d e r a l  a n t i t r u s t  laws and  s t a t e  a n t i t r u s t ,  c o m p e t i t i o n ,  and  t r a d e  p r a c ­
t i c e s  laws a r i s i n g  f rom  t h e  o p e r a t i o n  o f  t h e  o r g a n i z a t i o n  o r  t h e  a c t i v i t i e s  
o f  any p e r s o n  o r  e n t i t y  p e r f o rm e d  i n  c o n n e c t i o n  w i t h  t h e  o r g a n i z a t i o n .

* Sec .  2. AS 06 i s  amended by  a d d i n g  a new c h a p t e r  t o  r e a d :
CHAPTER 50. REAL PROPERTY LIQUIDATING PROGRAM.

Sec .  06.50.010. RESPONSIBILITY OF DIRECTOR. (a) The r e a l  
p r o p e r t y  l i q u i d a t i n g  p ro g r am  i s  e s t a b l i s h e d  i n  t h e  d i v i s i o n  o f  b ank ­
in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s .  The d i r e c t o r  o f  t h e  d i v i s i o n  s h a l l  
a d m i n i s t e r  t h i s  c h a p t e r .

(b) By F e b r u a r y  1 o f  e a c h  y e a r  t h e  d i r e c t o r  s h a l l  subm i t  a 
r e p o r t  t o  t h e  l e g i s l a t u r e  sum m ar iz in g  a c t i v i t i e s  o f  t h e  d i v i s i o n  u n d e r  
t h i s  c h a p t e r  d u r i n g  t h e  p r e v i o u s  y e a r .

Sec .  06.50.020. FORMATION. (a) Th re e  o r  more g r a n t o r s  may 
c r e a t e  a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  by  f i l i n g  t h e  o r g a ­
n i z a t i o n a l  documents w i t h  t h e  d i r e c t o r .  The d i r e c t o r  and t h e  g o v e rn o r  
s h a l l  r e v i ew  t h e  documen ts  and  may a p p ro v e  them i f  t h e y  comply w i t h
(c) o f  t h i s  s e c t i o n  and  a r e  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h i s  
c h a p t e r .  Conveyance o f  a s s e t s  t o  o r  d i s p o s i t i o n  o f  r ea l— pr-&fia r t y —ey. 

a s s e t s  by an o r g a n i z a t i o n  i s  n o t  e f f e c t i v e  u n t i l  t h e  

CSSSSB 408(Fin) -2-
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o r g a n i z a t i o n a l  documen ts  h a v e  b e e n  r e v i ew e d  and  ap p ro v ed  by 
t o r  and  t h e  g o v e r n o r .

(b) A t  t h e  t im e  o r g a n i z a t i o n a l  documents  a r e  f i l e d  w i t h  t h e  
d i r e c t o r  u n d e r  (a) o f  t h i s  s e c t i o n ,  a  copy s h a l l  b e  made a v a i l a b l e  by  *
t h e  g r a n t o r s ,  t o  t h e  l e g i s l a t i v e  a u d i t o r .  The l e g i s l a t i v e ^ g u d i t o r  J

t - ms h a l l  r e v i e w  t h e  documen ts  and  r e p o r t  t o  t h e  L e g i s l a t i v e  Budge t  and  _ 
A u d i t  Comm it te e .  The c om m i t t e e  may recommend a p p r o v a l  o r  d i s a p p r o v a l  ‘
o f  t h e  documen ts  t o  t h e  g o v e r n o r .  . - »

p v  ,̂ov> (c ) The o r g a n i z a t i o n a l  documen ts  mus tyOs
(1) s t a t e  t h e  p u r p o s e  o f  t h e  o r g a n i z a t i o n ;  rw-
(2) i d e n t i f y  a l l  g r a n t o r s  who h ave  s u b s c r i b e d  t o  t h e  orga- 

n i z a t i o n  and  a l l  p e r s o n s  who w i l l  p o s s e s s  an  i n t e r e s t  i n  t h e  orga- 
n i z a t i o n  upon i t s  f o rm a t i o n ;  •

s ?  • I(3) d e s c r i b e  t h e  manner  i n  w h ich  t h e  o r g a n i z a t i o n  w i l l  be
managed;

(4) p r e s c r i b e  t h e  method u n d e r  wh ich  d i s t r i b u t i o n s  t o  t h e  
g r a n t o r s  and  o t h e r  b e n e f i c i a r i e s  w i l l  b e  made;

(5) p r o v i d e  f o r  t h e  c onveyance  t o  t h e  o r g a n i z a t i o n  o f  a l l  
o r  p a r t  o f  t h e  g r a n t o r s '  p o r t f o l i o s  o f  commerc ia l  a n d  r e s i d e n t i a l  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and  r e a l  e s t a t e  l o a n s  s e c u r e d  by  r e a l  p r o p e r t y
i n  t h e  s t a t e ;

(6) p r o v i d e  f o r  t h e  t r a n s f e r  t o  t h e  o r g a n i z a t i o n  o f  o t h e r
5 A ypj 9*0

Ve^aJAftL.!) o f  t h e  g i a TTLuia-?— i n c l u d i n g  c a s h , a n d—e onsua e r  I n n m , f~n isrwMr 
M  tSn^Qyov^exJ^) e rr) Vtf M & jaZ JL ',

t h e" u f g a t l i z a c i u n  l f l v f l i i r i l l i n j L  th e  pugpofie o-o f  t h i s - chap t o r ; 
imaMT ^  Cirr-M U A '& tiy

u.V r v, ' V n  e n s u r e  t h a t  a l l  a ooe-r a
M ^ ; / CV 8 *

e n s u r e  t h a t  al l^-aooefeft t r a n s f e r r e d  t o  t h e  o r g a n i z a t i o n  
^ ‘• " ^ r e  a p p r a i s e d  a t  f a i r  m a r k e t  v a l u e  a t  t h e  t im e  o f  t h e  t r a n s f e r ;

( 3 )  p r o v i d e  f o r  t h e  o r d e r l y  d i s p o s i t i o n  o f  t h e  p r o p e r t y  andtieS. jz a i ^
4 l o a n s  o f  t h e  o r g a n i z a t i o n  a t  p r i c e s  t o  be  d e t e rm in e d  by t h e  o r g a ­

n i z a t i o n  u n d e r  r e g u l a t i o n s  a d o p t e d  by t h e  d i r e c t o r ;
-3- CSSSSB 408(Fin)

ettsu-me. i f a t  each q r a ^ r  ao>tfWb«.fe& a reasonab le  arvwont o f  
dash -ft) use f o r  +he  operaf \on o-f f h e  or^a-nizaf/^j

1 rail /'■it'', iwir. •. .______



TV, «. TT̂t* «■/ ̂
WORK

•» *#“»*£ '

 ::        ___
JRK

'f-*-'? .i a iji vs>fe _' .... • •■
- ■. ;V  • .'i i

*;7?-
j . »' . *v3 -s..

** • iiiV
-• '• ’&■

W) p r o v i d e  f o r  e x p e n d i t u r e s  t o  manage o r g a n i z a t i o n  a s s e t s ’," 
i n c l u d i n g  e x p e n d i t u r e s  t o  p r e s e r v e  o r  e n h an ce  t h e  v a l u e  o f  t h e  o r g a ­
n i z a t i o n ' s  p r o p e r t i e s ;

II
\-iZ , 'V f»~

e s t a b l i s h  t e rm s  f o r  t h e  d i s s o l u t i o n  o f  an  o r g a n i z a ­
t i o n ;  and

■ (M) p r o v i d e  f o r  t h e  e s t a b l i s h m e n t  o f  o t h e r  t e rm s  and  c<Li-
-c. Y,d i t i o n s  r e l a t i n g  t o  t h e  s a l e  o r  o t h e r  d i s p o s i t i o n  o f  a s s e t s  t h a t  t h e
- •<

g r a n t o r s  c o n s i d e r  n e c e s s a r y  o r  a p p r o p r i a t e  t o  e n s u r e  t h a t  t h e ^ o r g a -•• -*T-‘ •
n i z a t i o n  w i l l  b e  o p e r a t e d  i n  a  manne r  t h a t  w i l l  p r o v i d e  f o r  o r d e r l y

Jt:
d i s p o s i t i o n  o f  t h e  o r g a n i z a t i o n ' s  a s s e t s  and  p romo te  s t a b l e  r e a l  
e s t a t e  m a rk e t s  and  a s t a b l e  b a n k i n g  s y s t em  i n  t h e  s t a t e .

S ec .  06.50.030. AUDITS AND REPORTS. (a) I n  a d d i t i o n  t o  t h ei
r e c o r d  k e e p i n g  r e q u i r e m e n t s  s p e c i f i e d  i n  r e g u l a t i o n s  a d o p t e d  by t h e  
d i r e c t o r  o r  i n  t h e  o r g a n i z a t i o n a l  do cumen t s ,  t h e  o r g a n i z a t i o n  s h a l l  
r e t a i n  a  c e r t i f i e d  p u b l i c  a c c o u n t a n t  t o  a n n u a l l y  p r e p a r e  and  su bm i t  t o  
t h e  d i r e c t o r  on o r  b e f o r e  A p r i l  1 an a u d i t e d  b a l a n c e  s h e e t ,  income 
s t a t e m e n t ,  s t a t e m e n t  o f  p r i n c i p a l ,  s t a t e m e n t  o f  changes  i n  f i n a n c i a l  
p o s i t i o n ,  s c h e d u l e  o f  a l l  d i s p o s i t i o n s  o f  r e a l  p r o p e r t y ,  r e a l  e s t a t e  
l o a n s ,  and  o t h e r  a s s e t s  made by  t h e  o r g a n i z a t i o n  d u r i n g  t h e  p r e v i o u s  
c a l e n d a r  y e a r ,  and  l e t t e r s

(1) c e r t i f y i n g  t h a t  a l l  d i s p o s i t i o n s  o f  r e a l  p r o p e r t y ,  r e a l  
e s t a t e  l o a n s ,  and  o t h e r  a s s e t s ,  and  a l l  d i s t r i b u t i o n s  d u r i n g  t h e  y e a r  
were  made i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  t h e  o r g a n i z a t i o n a l  
documents and  t h i s  c h a p t e r ,  o r  i d e n t i f y i n g  any v a r i a n c e ;  and

(2) w i t h  r e s p e c t  t o  t h e  i n t e r n a l  f i n a n c i a l  c o n t r o l s  and  
p r a c t i c e s  o f  t h e  o r g a n i z a t i o n ,  p r o v i d i n g  recommenda t ion s  t h e  a c c o u n ­
t a n t  c o n s i d e r s  a p p r o p r i a t e .

(b) The o r g a n i z a t i o n  s h a l l  p r e p a r e  and  f i l e  w i t h  t h e  d i r e c t o r  
and t h e  l e g i s l a t i v e  a u d i t o r ,  on a q u a r t e r l y  b a s i s ,  a r e p o r t  c o n t a i n i n g  

CSSSSB 408(Fin) -4-
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■» *-» •» 
t h e  f o l l o w i n g :

(1) a  s c h e d u l e  o f  a l l  r e a l  p r o p e r t y ,  r e a l  e s t a t e  loans', and  
o t h e r  a s s e t s  h e l d  by  t h e  o r g a n i z a t i o n ;

(2) t h e  s a l e  p r i c e  and  a l l  o t h e r  s i g n i f i c a n t  t e rm s  o f  s a l e £  
f o r  r e a l  p r o p e r t y  s o l d  by  t h e  o r g a n i z a t i o n  and amount o f  ^ ^ ^ e e d s  J 
r e c e i v e d  by  t h e  o r g a n i z a t i o n  f rom  r e a l  e s t a t e  l o a n s  and  o t h e r a s s e t s ^  
s i n c e  t h e  d a t e  o f  t h e  p r e v i o u s  r e p o r t ;  and . s* N{

(3) a  p r o p o s e d  o p e r a t i n g  p l a n  f o r  t h e  n e x t  q u a r t e r l y  p e r i o d  j
t h a t  con fo rms w i t h  r e g u l a t i o n s  a d o p t e d  u n d e r  t h i s  c h a p t e r .

i-K--
v «

Sec.  06.50.040. REVIEW AND APPROVAL. (a) The d i r e c t o r  s h a l l
r e v i ew  e a c h  r e p o r t  f i l e d  u n d e r  AS 06.50.030(b) and  a p p ro v e  o r  d i s a p-
p ro v e  t h e  p r o p o s e d  o p e r a t i n g  p l a n  w i t h i n  20 days  a f t e r  f i l i n g .  I n '

. . %
r e v i e w i n g  e a ch  r e p o r t  a n d  o p e r a t i n g  p l a n ,  t h e  d i r e c t o r  s h a l l  c o n s i d e r '\
c u r r e n t  m a rk e t  c o n d i t i o n s .  The d i r e c t o r  may a p p ro v e  an  o p e r a t i n g  p l an?  
i f  t h e  d i r e c t o r  f i n d s  t h a t  t h e  r e p o r t  a nd  p l a n  t

( I) comply w i t h  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ; ' v
• (2) e n s u r e  a l l  p r o v i s i o n s  o f  t r u s t  a g r e em en t s  and  ag re e- ^

men ts  b e tw een  s t a t e  e n t i t i e s  and o r g a n i z a t i o n s  a r e  a d h e r e d  t o ;  v
(3) p r o v i d e  p o l i c i e s  t h a t  m ee t  t h e  r e q u i r e m e n t s  o f  law  and

r e g u l a t i o n s ,  e s t a b l i s h  sound  f i s c a l  p r a c t i c e s ,  and  e n s u r e  proper^- 
managemen t ;

(4) e n s u r e  s ta* te  i n v e s tm e n t s  w i l l  n o t  be  a d v e r s e l y  a f f e c t e d
by p oo r  management o r  p o l i c i e s ,  i n c l u d i n g  paymen t  o f  e x c e s s  compen- \  
s a t i o n  o r  b e n e f i t s  t o  o f f i c e r s  and  emp loyees  o f  t h e . o r g a n i z a t i o n . \t i o n  o r  b e n e r i t s  t o  o r r i c e r s  a n a  emp loyees  ox c n e . o r g a n i z e l z u u .  
iUofW' (S3 -6AjL p ill O /rrfan tir
‘\^c \ j(b) I f  a  p r o p o s e d  o p e r a t i n g  p l a n  i s  a p p ro v ed  by t h e  d i r e c t o r ,  i t

frO'*"V
s h a l l  be s u b m i t t e d  f o r  a p p r o v a l  o r  d i s a p p r o v a l  by t h e  g o v e rn o r The

l e g i s l a t i v e  a u d i t o r  s h a l l  r e v i e w  t h e  o p e r a t i n g  p l a n  and  r e p o r t  t o  t h e  
L e g i s l a t i v e  Budge t  and  A u d i t  Commit tee .  The commit tee  may recommend

a p p r o v a l  o r  d i s a p p r o v a l  o f  t h e  p l a n  t o  t h e  g o v e r n o r .
-5- CSSSSB 408(Fin)
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M---•- ■* >.jrS,A$ipî >̂ ..ir; "(c) W i t h i n  f i v e  d ay s  a f t e r  t h e  d i r e c t o r  n o t i f i e s  an  o r g a n i z a t i o n  
o f  i t s  i n t e n t i o n  t o  i n s p e c t  b u s i n e s s  r e c o r d s ,  a l l  b u s i n e s s  r e c o r d s
m a i n t a i n e d  by  t h e  o r g a n i z a t i o n  s £ a l l  be  a v a i l a b l e  f o r  r e v i ew  and

■r •>* * * ■**
e x am in a t i o n  by t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s

if/ jrri.'

a t  t h e  o r g a n i z a t i o n ' s  p r i n c i p a l  p l a c e  o f  b u s i n e s s ,  d u r i n g  r e g u l a r
f- - t .• i, u

b u s i n e s s  h o u r s .  The d i r e c t o r  s h a l l  examine t h e  b u s i n e s s  r e c o r d s  o f  ani-';, , •. ■v i"o r g a n i z a t i o n  on a  r e g u l a r  b a s i s  a t  l e a s t  tw i c e  e a c h  c a l e n d a r  year, t o  
d e t e rm i n e  w h e th e r  t h e y  d e m o n s t r a t e  ■*:

(1) p r o p e r  e n d o r s em en t s  o f  l o a n s  and  a g r e e m e n t s ;
(2) p e r f e c t i o n  o f  i n t e r e s t s  i n  c o l l a t e r a l ;
(3) p r o p e r  a p p r a i s a l s  and  o t h e r  d e t e r m i n a t i o n s  o f  v a l u e ;
(4) p r o p e r  a s s e s s m e n t  o f  t h e  f i n a n c i a l  p o s i t i o n  o f  g r a n ­

t o r s  , \ i n v e s t o r s , o r  b o r r o w e r s ;  and
' (5) o t h e r  m a t t e r s  t h e  d i r e c t o r  c o n s i d e r s  n e c e s s a r y .
(d) I f  t h e  g o v e r n o r  o r  d i r e c t o r  d i s a p p r o v e s  a  p r o p o s e d  o p e r a t i n g  

p l a n  o r  t h e  d i r e c t o r  c o n c l u d e s , a f t e r  an  i n s p e c t i o n  o f  b u s i n e s s  r e ­
c o r d s ,  t h a t  t h e  o r g a n i z a t i o n  i s  b e i n g  a d m i n i s t e r e d  m a t e r i a l l y  c o n t r a r y  
t o  s t a t u t e ,  r e g u l a t i o n ,  o r  a p r e v i o u s l y  a p p ro v e d  o p e r a t i n g  p l a n ,  t h e  
d i r e c t o r  s h a l l  n o t i f y  t h e  o r g a n i z a t i o n  and a l l  g r a n t o r s  i n  w r i t i n g ,  
s p e c i f y i n g  a l l  d e f i c i e n c i e s  and  p r e s c r i b i n g  a p p r o p r i a t e  r em e d i e s .  I f  
t h e  o r g a n i z a t i o n  f a i l s  t o  remedy d e f i c i e n c i e s  i n  a c c o r d a n c e  w i t h  t h e  
d i r e c t o r ' s  p r e s c r i p t i o n s  w i t h i n  60 days a f t e r  r e c e i p t  o f  t h e  n o t i c e ,  
t h e  d i r e c t o r  may commence p r o c e e d i n g s  u n d e r  AS 06.01.030. A r e v i s e d  
o p e r a t i n g  p l a n  i s  a l s o  s u b j e c t  t o  a p p r o v a l  by t h e  d i r e c t o r  and t h e  
g o v e r n o r  and s h a l l  b e  made a v a i l a b l e  f o r  r e v i e w  by t h e  l e g i s l a t i v e  
a u d i t o r .

(e) The e x p e n s e s  o f  t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and 
c o r p o r a t i o n s  r e a s o n a b l y  i n c u r r e d  i n  r e v i e w i n g  and a p p r o v i n g  a p ro po s ed  
o p e r a t i n g  p l a n  o r  i n s p e c t i n g  b u s i n e s s  r e c o r d s  u n d e r  t h i s  s e c t i o n  s h a l l

CSSSSB 4 0 8 ( F i n ) - 6 -
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be  c h a r g e d  t o  and  p a i d  b y  t h e  o r g a n i z a t i o n .  R e c e i p t s  s h a l l  b c ^ t e p o s-
i t e d  i n t o  t h e  g e n e r a l  f u n d  and  may b e  a p p r o p r i a t e d  t o  t h e  Depa r tmen t

.&'• •-•** * :•„ ••'■■: . 
o f  Commerce and  Economic D eve lopmen t  f o r  c o s t s  o f  a d m i n i s t e r i n g  t h i s

?*• A-. • \ 4 9  ■ •'.-••••••• ••$&£»:- «
c h a p t e r . •}$. • Vv

-Sec. 06.50.050. LEGISLATIVE AUDITS, (a) The l e g i s l a t i v e  aud i-' •■ • 5**:--• • •«**■» • -*•■'•• •;
t o r  s h a l l  a u d i t  e a c h  o r g a n i z a t i o n  a t  l e a s t  once  e a c h  y e a r .  T h e , I e g i s -

•> ;; * ‘ '" •• -gjjjff?? *
l a t i v e  a u d i t  d i v i s i o n  h a s  f r e e  a c c e s s  t o  a l l  books and  p a p e r s  o f  an 
o r g a n i z a t i o n  t h a t  r e l a t e  t o  i t s  b u s i n e s s  and  books and  p a p e r ^ ^ p t  by 
a d i r e c t o r ,  o f f i c e r ,  o r  em p loyee  r e l a t i n g  t o  o r  upon  w h ic h  a  r e c o r d  o f  
i t s  b u s i n e s s  i s  k e p t ,  and  may summon w i t n e s s e s  and  a d m i n i s t e r  o a t h s  o r  
a f f i r m a t i o n s  i n  t h e  e x a m i n a t i o n  o f  t h e  d i r e c t o r s ,  o f f i c e r s ,  o r  employ- 
e e s  o f  t h e  o r g a n i z a t i o n  o r  an y  p e r s o n  i n  r e l a t i o n  t o  i t s  a f f a i r s ,  
t r a n s a c t i o n s , and  c o n d i t i o n s , a n d  may r e q u i r e  and  compel t h e  p roduc- 
t i o n  o f  r e c o r d s ,  b ook s ,  p a p e r s ,  c o n t r a c t s ,  o r  o t h e r  documents b y  c o u r td“
o r d e r  i f  n o t  v o l u n t a r i l y  p r o d u c e d .

(b) The l e g i s l a t i v e  a u d i t o r  a n d  t h e  a u d i t o r ' s  emp loyees  may n o t  
d i s c l o s e  i n f o rm a t i o n  a c q u i r e d  b y  them i n  t h e  c o u r s e  o f  an  a u d i t  o f  an 
o r g a n i z a t i o n  c o n c e r n i n g  t h e  p a r t i c u l a r s  o f  t h e  b u s i n e s s  .or a f f a i r s  o f  
a  p e r s o n  u n l e s s  t h e  i n f o r m a t i o n  i s  r e q u i r e d  t o  b e  d i s c l o s e d  by law o r  
u n d e r  a  c o u r t  o r d e r .  However, t h e  l e g i s l a t i v e  a u d i t o r  s h a l l  p r e p a r e  a 
r e p o r t  summar iz ing  f i n d i n g s  o f  an  a u d i t  c o n d u c t e d  u n d e r  t h i s  s e c t i o n  
f o r  t h e  p r e s i d e n t  o f  t h e  s e n a t e ,  t h e  s p e a k e r  o f  t h e  hou se  o f  r e p r e s e n ­
t a t i v e s ,  and  t h e  L e g i s l a t i v e  Budge t  and  A ud i t  Commit tee .  Upon a p ­
p r o v a l  o f  t h e  L e g i s l a t i v e  Budge t  and  A ud i t  Commit tee, a r e p o r t  p r e ­
p a r e d  u n d e r  t h i s  s e c t i o n  s h a l l  b e  made p u b l i c .

Sec .  06.50.060. EXEMPTION, (a) I f  t h e  d i r e c t o r  d e t e rm i n e s  t h a t  
t h e  e x em p t io n  i s  n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  
t h e  D ep a r tm en t  o f  Commerce and Economic Deve lopment may by r e g u l a t i o n  
exempt t r a n s a c t i o n s  u n d e r  t h i s  c h a p t e r  by o r g a n i z a t i o n s  from any f e e ,

-7- CSSSSB 408(Fin)
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a u t h o r i z a t i o n ,  p e rm i t ,  f i l i n g ,  o r  r e g i s t r a t i o n  ‘r e q u i r e m e n t  o f o r
• ■- * . ' Y   na d m i n i s t e r e d  by t h e  d e p a r tm e n t .  */" •*'*:. -

(b)i) Each o r g a n i z a t i o n  i s  exenjpt f rom  AS 45.50.562 - ,45.50.^92.
^   *-•- ■ • * ’ * ♦ *>' •• •> ■A c t i v i t i e s  i n  c o n n e c t i o n  w i t h  an  o r g a n i z a t i o n  o f  a  p e r s o n  o r  e n t i t y

. .  '%#**■ *4 mfuq,
that subscribes or-granta aooafcur to, rrmfr-flnifrrt funrir n r ' iPTnrfrna to, "V-'J'v ;4' • ♦ yec- '■ - ,f%£- 3*.*
o b t a i n s  a  b e n e f i c i a l  i n t e r e s t  i n ,  o r  p a r t i c i p a t e s  I n  t h e  management o f

f t  '• ** •'•%*••• -
t h e  o r g a n i z a t i o n  a r e  exempt f rom  AS 45.50.562 - 45.50.352". J  ?]

r .- - -r- ■ * • •?, • ,• 1’
Sec .  06.50.100. DEFINITIONS. I n  t h i s  c h a p t e r

*-r ■ -■ •• W -;-....
(1) " d i r e c t o r "  means t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k-

'
i n g ,  s e c u r i t i e s ,  and c o r p o r a t i o n s ;

•r
(2) " g r a n t o r "  means a  f e d e r a l l y  o r  s t a t e  c h a r t e r e d  f i n a n -

c i a l  i n s t i t u t i o n ,  f e d e r a l  o r  s t a t e  a g en cy ,  l i c e n s e d  i n s u r e r ,  o r  f i -A
n a n c i n g  company t h a t  conveys  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d

* -V
by r e a l  p r o p e r t y  i n  t h e  s t a t e ,  o r  o t h e r  a  a gabs  t o ,  and t h e r e b y  o b t a i n s  
a  b e n e f i c i a l  i n t e r e s t  i n  and  t h e  r i g h t  t o  p a r t i c i p a t e  i n  t h e  manage ­
ment o f ,  a  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n ;

(3) " r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n "  o r  " o r g a n i z a ­
t i o n "  means a  c o r p o r a t i o n ,  t r u s t ,  f u n d ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  o r  
o t h e r  e n t i t y  c r e a t e d  t o  a c q u i r e ,  m a i n t a i n ,  manage, m a rk e t ,  a d m i n i s t e r  
and  s e l l ,  l i q u i d a t e ,  o r  o t h e rw i s e  d i s p o s e  o f  r e a l  p r o p e r t y  i n  t h e  
s t a t e  o r  l o a n s  s e c u r e d  by r e a l  p r o p e r t y  i n  t h e  s t a t e  and  t o  d i s t r i b u t e  
t h e  p r o c e e d s  t o  i t s  b e n e f i c i a r i e s ,  i n  a c c o r d a n c e  w i t h  o r g a n i z a t i o n a l  
i t s  documen t s .

* Sec.  3. AS 18.56.090 i s  amended by a d d i n g  a  new p a r a g r a p h  t o  r e a d :
(29) convey r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  by

C u a M  f a  o s r \  Q / r f is n x s r it r  n & t  f a  - 4 % c a i& {  f t f y o o ,  
r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and o t h e r  a s s e t s t o ,  a c q u i r e  a  b e n e f i c i a l
i n t e r e s t  i n ,  and p a r t i c i p a t e  i n  t h e  management o f  a  r e a l  p r o p e r t y
l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 06.50 i f

(A) s t a t e  c o r p o r a t i o n s  and  a g e n c i e s  a r e  g r a n t e d
CSSSSB 4 0 8 ( F i n )  - 8 -
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p r i o r i t y  t o  t h e  a s s e t s  o f  
and * s r : -

t h e  o r g a n i z a t i o n  o v e r  o t h e r
, Jj-A,v

: o r s ;

(B) t h e  c o r p o r a t i o n  w i l l  r e a l i z e  a  r a t e  o f  zaa
; . . r  jf- v;v>.vu.

a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  t h e
‘ -; 'V . ■"%&. *.V; ■ -* VT. - - n *. * h-h;‘ - * • * y  • r. .• ■ . .- *

* Sec .  4. AS 44.33 i s  amended b y  a d d i n g  a  new s e c t i o n  t o  read: .
RP0RA- “  

8 i s
Sec .  44.33.027. DIVISION OF BANKING, SECURITIES, AND

7r " -h  ; ' v- '• ' H  iTIONS. The d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r
4 • » . ■* • 

e s t a b l i s h e d  i n  t h e  d e p a r tm e n t .  The d i r e c t o r  o f  t h e  d i v i s i o n  o f ; b a n k-
in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s  s h a l l  b e  a p p o i n t e d  by t h e  g o v e r n o r
and s e r v e  a  f o u r - y e a r  t e rm  o r  u n t i l  a  s u c c e s s o r  i s  a p p o i n t e d .  The

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

(1) mus t  b e  a  U n i t e d  S t a t e s  c i t i z e n ;
■#*u-(2) m us t ,  w i t h i n  15 y e a r s  b e f o r e  a p p o in tm en t  t o  o f f i c e ,  

h ave  had  a minimum o f  f i v e  y e a r s  management e x p e r i e n c e  w i t h  a  f i n a n ­
c i a l  i n s t i t u t i o n  o r  a s  an  employee o f  a  s t a t e  o r  f e d e r a l  a g en cy  t h a t  
s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ;

(3) may n o t ,  w i t h i n  f i v e  y e a r s  b e f o r e  a p p o in tm en t  t o  o f ­
f i c e ,  h ave  s e r v e d  a s  an  o f f i c e r  o r  d i r e c t o r  o f  a  f i n a n c i a l  i n s t i t u t i o n  
t h a t  was s u b j e c t  t o  a  d i s c i p l i n a r y  o r d e r  i s s u e d  by t h e  d i v i s i o n  o f  
b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s ,  o r  a  f e d e r a l  ag ency  o r  ag en cy  
o f  a n o t h e r  s t a t e  t h a t  s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ,  d u r i n g  t h e  
f i v e - y e a r  p e r i o d .

* Sec. 5. AS 44.88.080 i s  amended by  a d d i n g  a  new p a r a g r a p h  t o  r e a d :
Ob’

(25) t o  convey  r e a l  p r o p e r t y  i n  t h e  s t a t e ^  l o a n s  s e c u r e d  by 
r e a l  p r o p e r t y  i n  t h e  s t a t e ,  and nfh< i ,i, bwM I rfl a c q u i r e  a  b e n e f i c i a l  
i n t e r e s t  i n ,  and p a r t i c i p a t e  i n  t h e  management o f  a  r e a l  p r o p e r t y  
l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 06.50 i f

(A) s t a t e  c o r p o r a t i o n s  and  a g e n c i e s  a r e  g r a n t e d  
-9- CSSSSB 408(Fin)
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(B) t h e  c o r p o r a t i o n , w i l l  r e a l i z e  a  r a t e
a t  l e a s t  f i v e  p e r c e n t  i n  i t s  t o t a l  i n v e s tm e n t  i n  t h e

,:1- :v. •" ■, J fe  .
t i o n .  . . A f t  '!

• ?».■ y * " ^ r  ?' V
*  Sec .  6. AS 06.50.010, 06.50.020, 06 .50.030,"  06.50.040, 06

s-*. i ’$$•• . '*?%':■>• • -a-;
06.50.060, 06 .50 .100| AS 18.56.090(29); and  AS 44.88.080(25) a r e

*  Sec .  7. " S e c t i o n s  1 - 5 o f  t h i s  A c t  t a k e  e f f e c t  J u n e  1, 1988.
*•: .? -*sii -v •

*  Sec.  8. S e c t i o n  6 o f  t h i s  A c t  t a k e s  a f f e c t  J u n e  T, 1^93.
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Sec. 45.50.470. [Repealed, S 1 ch 246 SLA 1970.]
Sec. 45.50.471. U n law fu l acts and practices, (a) Unfa ir methods 

o f competition and unfair or deceptive acts or practices in the conduct 
o f trade or commerce are declared to be unlawful.

(b) The terms "unfair methods o f competition” and "unfair or decep­
tive acts or practices”  include, but are not limited to, the following 
acts:

(1) fraudulently conveying or transferring goods or services by 
representing them to be those o f another;

(2) falsely representing or designating the geographic origin of 
goods or services;

(3) causing a likelihood o f confusion or misunderstanding as to the 
source, sponsorship, or approval, or another person’s affiliation, con­
nection, or association with or certification o f goods or services;

(4) representing that goods or services have sponsorship, approval, 
characteristics, ingredients, uses, benefits, or quantities that they do 
not have or that a person has a  sponsorship, approval, status, a ffilia ­
tion, or connection that the person does not have;

(5) representing that goods are original or new i f  they are deterio­
rated, altered, reconditioned, reclaimed, used, secondhand, or seconds;

(6) representing that goods or services are o f a particular standard, 
nuality, o r grade, or that goods are o f a particular style or model, i f  
they are o f another;

(7) disparaging the goods, services, or business o f another by false 
or misleading representation o f fact;

(8) advertising goods or services with intent not to sell them as 
advertised;

(9) advertising goods or services with intent not to supply reason­
able expectable public demand, unless the advertisement prominently 
discloses a limitation o f quantity;

(10) making false or misleading statements o f fact concerning the 
reasons for, existence of, or amounts o f price reductions;

(11) engaging in any other conduct creating a likelihood o f confu­
sion or o f misunderstanding and which misleads, deceives or damages 
a buyer or a competitor in connection with the sale or advertisement 
of goods or services;

(12) using or employing deception, fraud, false pretense, false prom­
ise, misrepresentation, o r knowingly concealing, suppressing, or 
omitting a material fact with intent that others rely upon the conceal­
ment, suppression or omission in connection with the sale or adver­
tisement o f goods or services whether or not a person has in fact been 
misled, deceived or damaged;

(13) failing to deliver to the customer at the time o f an installment 
sale o f goods or services, a written order, contract, or receipt setting
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out the name and address o f the seller and the name and address of 
the organization that the seller represents, and a ll o f the terms and 
conditions o f the sale, including a description o f the goods or services, 
which shall be stated in readable, clear, and unambiguous language;

(14) repre ;enting that an agreement confers o r involves rights, 
remedies or obligations which it does not confer or involve, or which 
are prohibited by law;

(15) knowingly making false or misleading statements concerning 
the need for parts, replacement, or repair service;

(16) misrepresenting the authority o f a salesman, representative or 
agent to negotiate the final terms o f a consume:1 transaction;

(17) basing a charge for repair in whole or in part on a guaranty or 
warranty rather than on the actual value o f the actual repairs made 
or work to be performed on the item without stating separately the 
charges for the work and the charge for the guaranty or warranty, i f  
any;

(18) disconnecting, turning back or resetting the odometer o f a ve­
hicle to reduce the number o f miles indicated;

(19) using a chain referra l sales plan by inducing or attempting to 
induce a consumer to enter into a contract by offering a rebate, dis­
count, commission, or other consideration, contingent upon the hap­
pening o f a future event, on the condition that the consumer either 
sells, or gives information or assistance for the purpose o f leading to a 
sale by the se ller o f the same or related goods;

(20) selling or offering to sell a right o f participation in a chain 
distributor scheme;

(21) selling, falsely representing or advertising meat, fish or poul­
try  which has been frozen as fresh food;

(22) failing to comply with AS 45.02.350;
(23) failing to comply with AS 45.45.130 —  45.45.240;
(24) counseling, consulting or arranging for future services relating 

to the disposition o f a body upon death whereby certain personal prop­
erty, not including cemetery lots and markers, w ill be furnished or the 
professional services o f a funeral director or embalmer w ill be fu r­
nished, unless the person receiving money or property deposits the 
money or property, and money or property is received, within five 
days o f its receipt, in a trust in a financial institution whose deposits 
are insured by an instrumentality o f the federal government designat­
ing the institution as the trustee as a separate trust in the name only 
o f the person on whose behalf the arrangements are made with a 
provision that the money or property may only be applied to the pur­
chase o f designated merchandise or services and should the money or 
property deposited and any accrued interest not be used for the pur­
poses intended on the death o f the person on whose behalf the a r­
rangements are made, a ll money or property in the trust shall become 
part o f that person’s estate; upon demand by the person on whose
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behalf the arrangements are made, a ll money or property in the trust 
including accrued interest, shall be paid to that person; this para­
graph does not prohibit the charging of a separate fee for consultation, 
counseling or arrangement services if the fee is disclosed to the person 
making the arrangement; any arrangement under this paragraph 
which would constitute a contract o f insurance under AS 21 is subject 
to the provisions o f AS 21;

(25) failing to comply with the terms o f the A laska Gasoline Prod­
ucts Leasing Act (AS 45.50.800 —  45.50.850);

(2.6) failing to comply with AS 45.30 relating to mobile home war­
ranties and mobile home parks;

(27) failing to comply with AS 14.48.060(b)(13);
(28) dealing in hearing aids and failing to comply with AS 08.55.
(c) The unlawful acts and practices listed in (b) o f this section are in 

addition to and do not lim it the types o f unlaw ful acts and practices 
actionable at common law or under other state statutes.

(d) [ R e p e a l e d ,  §  21 c h  166  S L A  1978 .] (§ 2 ch 246 SLA 1970; am 
§ 1 ch 53 SLA 1974; am § 1 ch 138 SLA 1974; am § 1 ch 183 SLA 
1975; am § 2 ch 146 SLA 1976; am § 3 ch 197 SLA 1976; am § 3 ch 
234 SLA 1976; am § 21 ch 166 SLA 1978; am § 5 ch 15 SLA 1986; am 
§ 5 ch 64 SLA 1986; am § 12 ch 131 SLA 1986)

R ev iso r’s  notes. —  Paragraph (b)(24) 
was enacted as (b)(23) and paragraph 
(b)(25) was enacted as (b)(22). Renum­
bered in 1976.

Paragraph (b)(28) was enacted as 
(b)(27). Renumbered in 1986.

E ffect o f  am endm ents. —  The first 
1986 amendment added paragraph (26) of 
subsection (b).

The second 1986 amendment added 
paragraph (27) of subsection (b).

The third 1986 amendment udded para­
graph (28) of subsection (b).

Legislative h is to ry  repo rts . —  For re­
port on ch. 246, SLA 1970 (FCCS 2d HCS 
CSSB 252), see 1970 House Journal Sup­
plement 10, following p. 743 of the 1970 
House Journal; for report of the confer­
ence committee, see either 1970 House 
Journal, p. 1546, or 1970 Senate Journal, 
p. 1296.

NOTES TO DECISIONS

Th is s ta tu te  did no t chill constitu ­
tiona lly  p ro tec ted  speech, where the 
speech in question involved communica­
tions regarding alleged debts and thus fell 
within the rubric of commercial speech, 
which eqjoys a lesser first amendment 
protection than noncommercial speech. 
S tate v. O’Neill Investigations, Inc., Sup. 
Ct. Op. No. 2053 (File Nos. 4109, 4165), 
609 P.2d 520 (1980).

Subsec tion  (a) n o t vague. —  The 
words of subsection (a) of this section have 
a "well-defined" meaning in the area of 
trade regulation and are therefore not 
vague. State v. O'Neill Investigations, 
Inc., Sup. Ct. Op. No. 2053 (File Nos. 
4109, 4165), 609 P.2d 520 (1980).

Two elem ents m ust be p roved  to  e s ­
tab lish  n prim n facie case o f un fa ir o r 
decep tive a c ts  o r p rac tices under the 
act: (1) tha t the defendant is engaged in 
trade or commerce; and (2) tha t in the con­
duct of trade or commerce, an unfair act or 
practice has occurred. State v. O'Neill In­
vestigations, Inc., Sup. Ct. Op. No. 2053 
(File Nos. 4109, 4165), 609 P.2d 520 
(1980).

W hen a c t o r  p rac tice  is decep tive o r  
un fa ir. —  An act or practice is deceptive 
or unfair if i t has the capacity or tendency 
to deceive. S tate v. O’Neill Investigations, 
Inc., Sup. Ct. Op. No. 2053 (File Nos. 
4109, 4165), 609 P.2d 520 (1980).

§ 45.50.471
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Actual in ju ry  a s  a re su lt of th e  de­

cep tion  is  no t requ ired . S tate v. O’Neill 
Investigations, Inc.. Sup. Ct. Op. No. 2053 
(File Nos. 4109, 4165). 609 P.2d 520 
(1980).

In ten t to  deceive need no t be 
proved. State v. O'Neill Investigations. 
Inc., Sup. Ct. Op. No. 2053 (File Nos. 
4109. 4165), 609 P.2d 520 (1980).

Testimony of consum ers th a t they 
w ere m isled is sufficient to sustain a 
prima facie case of unfair and deceptive 
practices. State v. O'Neill Investigations, 
Inc., Sup. Ct. Op. No. 2053 (File Nos. 
4109, 4165), 609 P.2d 520 (1980).

P rim a facie case. — In a consumer 
protection action, a prima facie case is 
presented when the plaintiff establishes 
tha t the defendant engaged in trade or 
commerce and in the course of that busi­
ness committed an unfair act or practice. 
State v. Grogan, Sup. Ct. Op. No. 2356 
(File No. 5199), 628 P.2d 570 (1981).

An ac t o r  p rac tice  need  not b e  d e ­
ceptive to  be un fa ir. S tate v. O'Neill In­
vestigations, Inc., Sup. Ct. Op. No. 2053 
(File Nos. 4109, 4165), 609 P.2d 520 
(1980).

U nfairness will be de te rm ined  by a 
va rie ty  o f factors, including: (1) whether 
the practice, without necessarily having 
been previously considered unlawful, of­
fends public policy as it has been estab­
lished by statutes, the common law, or 
otherwise —  whether, in other words, i t is 
within a t least the penumbra of some 
common law, statutory, or other estab­
lished concept of unfairness; (2) whether it 
is immoral, unethical, oppressive, or 
unscrupulous; (3) whether it causes sub­
stantial injury to consumers or competi­
tors or other businessmen. State v. O'Neill 
Investigations, Inc., Sup. Ct. Op. No. 2053 
(File Nos. 4109, 4165), 609 P.2d 520
(1980).

S im ilarity  to fede ra l law. —  The pro­
hibition in this section 'against "unfair 
methods of competition and unfair or de­
ceptive acts or practices in the conduct of 
trade or commerce" is substantially simi­
lar to th a t contained in section 5(a)(1) of 
the Federal Trade Commission Act, 15 
U.S.C. S 45(a)(1). Matanuska Maid, Inc. 
v. State, Sup. Ct. Op. No. 2223 (File Nos. 
4640, 4641), 620 P.2d 182 (1980).

V andalizing a  custom er's p rope rty  
is an unfair trude act within the meaning 
of this section. S tate v. Grogan, Sup. Ct. 
Op. No. 2356 (File No. 5199), 628 P.2d 570
(1981).

Deceptive and  un fa ir ac ts  by collec­

tion agencies. — Threats by debt collec­
tion agencies of imminent legal action 
when no such action is actually contem­
plated is a deceptive act or practice. State 
v. O'Neill Investigations, Inc., Sup. Ct. 
Op. No. 2053 (File Nos. 4109, 4165), 609 
P.2d 520 (1980).

Harassment of debtors by telephone 
calls to them, their relatives or their em­
ployers constitutes an unfair act or prac­
tice. State v. O'Neill Investigations, Inc., 
Sup. Ct. Op. No. 2053 (File Nos. 4109, 
4165), 609 P.2d 520 (1980).

A misrepresentation by a debt collec­
tion agency that failure to pay an alleged 
debt will result in impairment of one’s 
credit rating has been held to be an unfair 
and deceptive act or practice. State v. 
O'Neill Investigations, Inc.. Sup. Ct. Op. 
No. 2053 (File Nos. 4109, 4165), 609 P.2d 
520 (1980).

The use by collection agencies of 
simulated legal documents or collection 
forms labelled "Final Demand Before 
Legal Action" when no legal action is in 
fact taken constitutes a deceptive act. 
State v. O’Neill Investigations, Inc., Sup. 
Ct. Op. No. 2053 (File Nos. 4109, 4165), 
609 P.2d 520 (1980).

A rticle no t app licab le  to  sale o f rea l 
p roperty .

See note under this catchline following 
the article analysis. State v. First N at’l 
Bank, Sup. Ct. Op. No. 2591 (File Nos. 
5006, 5107), 660 P.2d 406 (1982).

Investigation o f  acts v io la ting  bo th  
th is a rtic le  and a rtic le  4 o f chap ter. —  
Although it does not necessarily follow 
tha t an act which violates the Unfair 
Trade Practices and Consumer Protection 
Act, AS 45.50.471 —  45.50.561 would also 
violate the Restraint of Trade Act, AS 
45.50.562 —  45.50.596, if an act does vio­
late both statutes, an investigation pursu­
an t to AS 45.50.495 would be appropriate. 
Matanuska Maid, Inc. v. State, Sup. Ct. 
Op. No. 2223 (File Nos. 4640, 4641), 620 
P.2d 182 (1980).

Since the bidding and pricing activities 
under investigation could have con­
ceivably lacked some essential clement of 
an  AS 45.50.562 violation, which is 
Alaska's equivalent of the Sherman Act, 
15 U.S.C. § 1 et seq., it was appropriate 
for the state to investigate as well the pos­
sible violation of this section which is 
Alaska's equivalent of the Federal Trade 
Commission Act, 15 U.S.C. § 41 e t seq. 
Matanuska Maid, Inc. v. State, Sup. Ct. 
Op. No. 2223 (File Nos. 4640, 4641), 620 
P.2d 182 (1980).

*
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1113 (1980).

Collateral re 
2d, False Prete 
Jur. 2d, Fraud r. 
C.J.S. False Pi 
Fraud § 154: 3'. 
veyances § 469.

Validity, con: 
state legislation 
"bait-and-switch

Sec. 45.50. 
phone call wi 
unlawful.

(b) In this 
made for the 
advertisement

(c) T he  pro- 
tion . (§ 1 ch

Sec. 45.50.1

Sec. 45.50.- 
45.50.561 app

(1) an act oi 
state, by a rep 
45.50.471(b)(2' 
state or o f thi 
transaction do 
45.50.471;

(2 ) an act d> 
newspaper, per 
or disseminatii 
ployee did not 
character o f tin 
est in the sale

(3 ) an act or 
regulation adoj 
SLA 1970; am

Effect o f amen 
amendment in par 
"a" for "any" prcced 
and inserted "exce

298



debt colL'C- 
legal action 
illy contem- 
actice. State 
c„ Sup. Ct.
'. 4165). 609

y telephone 
or their em- 
act or prac- 
rations. Inc.. 
Nos. 4109,

debt collec- 
v an alleged 
ent of one's 
be an unfair 
ce. State v. 
iup. Ct. Op.
5). 609 P.2d

agencies of 
>r collection 
and Before 
action is in 
ceptive act. 
s, Inc., Sup. 
4109, 4165),

sale o f rea l

ne following 
First Nat’l 

I (File Nos. 
.982).
lating both 
chapter. —  
arily follow 
the Unfair 
r Protection 
1 would also 
de Act. AS 
ict does vio- 
ition pursu- 
jppropriate. 
te, Sup. Ct.
. 4641), 620

lg activities 
have con- 
I element of 
. which is 
erman Act, 
appropriate 
veil the pos- 
n which is 
ieral Trade 
41 et seq. 

.e, Sup. Ct. 
4641). 620

45.50.471 § 45.50.472 Trade and Commerce § 45.50.481
Quoted in Swenson Trucking &  Exca- Cited in O'Neill Investigations. Inc. v. 

vating, Inc. v. Truckweld Equip. Co., Sup. Illinois Employers Ins., Sup. Ct. Op. No.
Ct. Op. No. 2008 (File No. 4288), 604 P.2d 2444 (File No. 4429), 636 P.2d 1170
1113 (1980). (1981).

Collateral re fe rences 32 Am. Jur.
2d, False Pretenses, S 1 et seq.; 37 Am. 
Jur. 2d, Fraud and Deceit, § 41 et seq. 35 
CJ.S. False Pretenses § 14; 37 C.J.S. 
Fraud § 154; 37 C.J.S. Fraudulent Con­
veyances S 469.

Validity, construction, and effect of 
state legislation regulating or controlling 
"bait-and-switch" or "disparagement” ad­

vertising or sales practices. 50 ALR3d 
1008.

Scope and exemptions of state deceptive 
trade practice and consumer protection 
acts. 89 ALR3d 399.

Practices forbidden by state deceptive 
trade practice and consumer protection 
acts. 89 ALR3d 449.

Sec. 45.50.472. J u n k  te lephone ca lls , (a) Making a junk tele­
phone call without the prior written consent o f the person called is 
unlawful.

(b) In  this section "junk telephone call”  means a telephone call 
made for the purpose o f advertising through the use o f a recorded 
advertisement.

(c) The provisions o f AS 45.50.481 — 45.50.561 apply to this sec­
tion. (§ 1 ch 17 SLA 1978)

Sec. 45.50.480. [Repealed, § 1 ch 246 SLA 1970.]

Sec. 45.50.481. Exemptions. Nothing in AS 45.50.471 — 
45.50.561 applies to

(1) an act or transaction regulated under laws administered by the 
state, by a regulatory board or commission except as provided by AS 
45.50.47 l(b )(27 ), or officer acting under statutory authority o f the 
state o r o f the United States, unless the law regulating the act or 
transaction does not prohibit the practices declared unlawful in AS 
45.50.471;

(2) an act done by the publisher, owner, agent, or employee o f a 
newspaper, periodical or radio or television station in the publication 
or dissemination o f an advertisement, when the owner, agent or em­
ployee did not have knowledge o f the false, misleading or deceptive 
character o f the advertisement or did not have a direct financial inter­
est in the sale or distribution o f the advertised product or service;

(3) an act or transaction regulated under AS 21.36 or AS 06.05 or a 
regulation adopted under the authority o f those chapters. (8 2 ch 246 
SLA 1970; am §8 2, 3 ch 53 SLA 1374; am 8 6 ch 64 SLA 1986)

Effect o f  am endm ents. —  The 1986 
amendment in paragraph (1) substituted 
"a” for "any" preceding "regulatory board" 
and inserted "except as provided by AS

45.50.471(b)(27)" and in paragraph (3) 
substituted "a regulation adopted" for 
"any regulations promulgated" and in­
serted "the" preceding "authority."
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O r i g i n a l  s p o n s o r s :  K e l l y  a n d  S t u r g u l e w s k i

WORK DRAFT

I N  T H E  S E N A T E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  N O .  4 0 8  ( F i n a n c e )

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

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

A  B I i  < ■

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  d i v i s i o n  o f  b a n k i n g ,  s e c u­

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

e r t y  l i q u i d a t i n g  p r o g r a m  w i t h i n  t h e  d i v i s i o n ;  a u­

t h o r i z i n g  c e r t a i n  p u b l i c  c o r p o r a t i o n s  t o  p a r t i c i p a t e  

i n  t h e  p r o g r a m ?  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "  

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

* S e c t i o n  1. L E G I S L A T I V E  F I N D I N G S  A N D  I N T E N T .’ (a) T h e  l e g i s l a t u r e  

f i n d s  t h a t

(1) t h e r e  h a v e  b e e n  i n  t h e  s t a t e  s e v e r a l  f a i l u r e s  o f  s t a t e  a n d  

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

t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  u n d e r  12 U . S . C .  1 8 2 3 ( c ) ;

(2) t h e s e  f i n a n c i a l  i n s t i t u t i o n ' s  a s  w e l l  a s  o t h e r  b u s i n e s s e s  a n d  

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

r e a l  e s t a t e  l o a n s  a n d  r e a l  p r o p e r t y ?

(3) t h e s e  b u s i n e s s e s  a n d  g o v e r n m e n t  a g e n c i e s  n e e d  t o  b e  p e r m i t­

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

i
t h e r  a d v e r s e  e f f e c t s  o n  t h e  s t a t e ' s  r e a l  e s t a t e  m a r k e t s  a n d  t o  s t a b i l i z e  

t h e  s t a t e ' s  b a n k i n g  s y s t e m ?  a n d

(4) t h e  m a i n t e n a n c e  o f  s t a b l e  a n d  o r d e r l y  m a r k e t s  f o r  t h e  p u r ­

c h a s e  a n d  s a l e  o f  c o m m e r c i a l  a n d  r e s i d e n t i a l  r e a l  e s t a t e  i n  t h e  s t a t e  is 

e s s e n t i a l  t o  t h e  e c o n o m y  o f  t h e  s t a t e  a n d  t h e  w e l f a r e  o f  i t s  c i t i z e n s ,  as 

is t h e  s t a b i l i t y  o f  t h e  s t a t e ’s b a n k i n g  s y s t e m .

(b) T h e  l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s
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r e a l  e s t a t e  p r i c e s  b y  d i s p l a c i n g  c o m p e t i t i o n  w i t h  g o v e r n m e n t  r e g u l a t i o n  in 

m a t t e r s  r e l a t i n g  t o  t h e  a d m i n i s t r a t i o n ,  m a n a g e m e n t ,  a n d  d i s p o s i t i o n  o f  r e a l  

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

i n s t i t u t i o n s ,  o t h e r  b u s i n e s s e s ,  a n d  s t a t e  a n d  f e d e r a l  a g e n c i e s .  B y  au- 

t h o r i z i n g  t h e  c r e a t i o n  o f  ir e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  a n d  

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

i n t e n d s  t h a t  e a c h  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  a n d  a l l  p e r s o n s  

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

to, o b t a i n  a b e n e f i c i a l  i n t e r e s t  in, o r  p a r t i c i p a t e  i n  t h e  m a n a g e m e n t  of 

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

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

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

o f  a n y  p e r s o n  o r  e n t i t y  p e r f o r m e d  in c o n n e c t i o n  w i t h  t h e  o r g a n i z a t i o n .

* Se c .  2. A S  06 is a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  50. R E A L  P R O P E R T Y  L I Q U I D A T I N G  P R O G R A M .

S e c .  0 6 . 5 0 . 0 1 0 .  R E S P O N S I B I L I T Y  O F  D I R E C T O R .  (a) T h e  r e a l  

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

ing, s e c u r i t i e s ,  a n d  c o r p o r a t i o n s .  T h e  d i r e c t o r  o f  t h e  d i v i s i o n  s h a l l  

a d m i n i s t e r  t h i s  c h a p t e r .

(b) B y  F e b r u a r y  1 o f  e a c h  y e a r  t h e  d i r e c t o r  s h a l l  s u b m i t  a 

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

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

Sec. 0 6 . 5 0 . 0 2 0 .  F O R M A T I O N .  (a) T h r e e  o r  m o r e  g r a n t o r s  m a y  

c r e a t e  a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  b y  f i l i n g  t h e  o r g a­

n i z a t i o n a l  d o c u m e n t s  w i t h  t h e  d i r e c t o r .  T h e  d i r e c t o r  a n d  t h e  g o v e r n o r  

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

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

C o n v e y a n c e  o f  a s s e t s  t o  o r  d i s p o s i t i o n  o f  r e a l  p r o p e r t y  o r  o t h e r
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documents h ave  b e e n  r e v i ew e d  and  ap p ro v ed  by t h e  d i r e c t o r  and  th e  
g o v e r n o r .

(b) The o r g a n i z a t i o n a l  documen ts  mus t
(1) s t a t e  t h e  p u r p o s e  o f  t h e  o r g a n i z a t i o n ;
(2) i d e n t i f y  a l l  g r a n t o r s  who have s u b s c r i b e d  t o  t h e  o r g a ­

n i z a t i o n  and a l l  p e r s o n s  who w i l l  p o s s e s s  an i n t e r e s t  i n  t h e  o r g a ­
n i z a t i o n  upon i t s  f o rm a t i o n ;

(3) d e s c r i b e  t h e  manner i n  wh ich  t h e  o r g a n i z a t i o n  w i l l  be
managed;

(4) p r e s c r i b e  t h e  method u n d e r  wh ich  d i s t r i b u t i o n s  t o  t h e  
g r a n t o r s  and o t h e r  b e n e f i c i a r i e s  w i l l  be made;

(5) p r o v i d e  f o r  t h e  c o nv ey an ce  to  t h e  o r g a n i z a t i o n  o f  a l l  
o r  p a r t  o f  t h e  g r a n t o r s '  p o r t f o l i o s  o f  commerc ia l  and  r e s i d e n t i a l  r e a l  
p r o p e r t y  i n  t h e  s t a t e  and  r e a l  e s t a t e  l o a n s  s e c u r e d  by r e a l  p r o p e r t y  
i n  t h e  s t a t e ;
■ -v" ( 6 )  p r o v i d e  f o r  t h e  t r a n s f e r  t o  t h e  o r g a n i z a t i o n  o f  o t h e r  

a s s e t s  o f  t h e  g r a n t o r s ,  i n c l u d i n g  c a s h  and  consumer l o a n s ,  to  a s s i s t  
t h e  o r g a n i z a t i o n  i n  f u l f i l l i n g  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ;

(7) e n s u r e  t h a t  a l l  a s s e t s  t r a n s f e r r e d  t o  t h e  o r g a n i z a t i o n  
a r e  a p p r a i s e d  a t  f a i r  m a rk e t  v a l u e  a t  t h e  t ime o f  t h e  t r a n s f e r ;

(8) p r o v i d e  f o r  t h e  o r d e r l y  d e p o s i t i o n  o f  t h e  p r o p e r t y  and 
l o a n s  o f  t h e  o r g a n i z a t i o n  a t  p r i c e s  t o  be d e t e rm in e d  by t h e  o r g a ­
n i z a t i o n  u n d e r  r e g u l a t i o n s  a d o p t e d  by  t h e  d i r e c t o r ;

(9) p r o v i d e  f o r  e x p e n d i t u r e s  t o  manage o r g a n i z a t i o n  a s s e t s ,  
i n c l u d i n g  e x p e n d i t u r e s  t o  p r e s e r v e  o r  enhance  t h e  v a l u e  o f  t h e  o r g a ­
n i z a t i o n ' s  p r o p e r t i e s ;  and

(10) p r o v i d e  f o r  t h e  e s t a b l i s h m e n t  o f  o t h e r  t e rm s  and  c o n ­
d i t i o n s  r e l a t i n g  t o  th e  s a l e  o r  o t h e r  d i s p o s i t i o n  o f  a s s e t s  t h a t  t h e
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o r g a n i z a t i o n  w i l l  b e  o p e r a t e d  i n  a m a n n e r  t h a t  w i l l  p r o v i d e  f o r  o r d e r­

ly  d i s p o s i t i o n  o f  t h e  o r g a n i z a t i o n ' s  a s s e t s  a n d  p r o m o t e  s t a b l e  r e a l  

e s t a t e  m a r k e t s  a n d  a s t a b l e  b a n k i n g  s y s t e m  in t h e  s t a t e .

S e c .  0 6 . 5 0 . 0 3 0 .  A U D I T S  A N D  R E P O R T S .  (a) In a d d i t i o n  t o  t h e  

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

d i r e c t o r  o r  in t h e  o r g a n i z a t i o n a l  d o c u m e n t s ,  t h e  o r g a n i z a t i o n  s h a l l  

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

t h e  d i r e c t o r  o n  o r  b e f o r e  A p r i l  1 a n  a u d i t e d  b a l a n c e  s h e e t ,  i n c o m e  

s t a t e m e n t ,  s t a t e m e n t  o f  p r i n c i p a l ,  s t a t e m e n t  o f  c h a n g e s  i n  f i n a n c i a l  

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

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

y e a r ,  a n d  l e t t e r s

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

r e a l  e s t a t e  l o a n s  a n d  all d i s t r i b u t i o n s  d u r i n g  t h e  y e a r  w e r e  m a d e  in 

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

t h i s  c h a p t e r ,  o r  i d e n t i f y i n g  a n y  v a r i a n c e ;  a n d

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

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

t a n t  c o n s i d e r s  a p p r o p r i a t e .
>

(b) T h e  o r g a n i z a t i o n  s h a l l  p r e p a r e  a n d  f i l e  w i t h  t h e  d i r e c t o r ,

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

\
(1) a s c h e d u l e  o f  a l l  r e a l  p r o p e r t y  a n d  r e a l  e s t a t e  l o a n s  

h e l d  b y  t h e  o r g a n i z a t i o n ;

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

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

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

t h e  p r e v i o u s  r e p o r t ;  a n d  •!>»*

(3) a p r o p o s e d  o p e r a t i n g  p l a n / f o r  t h e  n e x t  q u a r t e r l y  p e r i o d  

t h a t  c o n f o r m s  w i t h  r e g u l a t i o n s  a d o p t e d  u n d e r  t h i s  c h a p t e r .
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Sec .  06.50.040. REVIEW AND APPROVAL. (a) The d i r e c t o r  s h a l l  
r e v i ew  e a c h  r e p o r t  f i l e d  u n d e r  AS 06.50.030(b) and a p p r o v e  o r  d i s a p ­
p ro v e  t h e  p r o p o s e d  o p e r a t i n g  p l a n  w i t h i n  20 days a f t e r  f i l i n g .  I f  t h e  
p r o p o s e d  o p e r a t i n g  p l a n  i s  a p p ro v ed  by  t h e  d i r e c t o r ,  i t  s h a l l  be 
s u b m i t t e d  f o r  a p p r o v a l  by t h e  g o v e r n o r .  In  r e v i e w i n g  e a c h  r e p o r t  and
o p e r a t i n g  p l a n ,  t h e  d i r e c t o r  s h a l l  c o n s i d e r  c u r r e n t  m a rk e t  c o n d i t i o n s .

i>v' j  waji
The d i r e c t o r  s h a l L  a p p ro v e  an o p e r a t i n g  p l a n  i f  t h e  d i r e c t o r  f i n d s  
t h a t  t h e  r e p o r t  and  p l a n  comply w i t h  t h e  p u r p o s e s  o f  t h i s  c h a p t e r  and

(1) e n s u r e  a l l  p r o v i s i o n s  o f  t r u s t  a g r e em en t s  and a g r e e ­
men ts  b e tw een  s t a t e  e n t i t i e s  and o r g a n i z a t i o n s  a r e  a d h e r e d  to ;

(2) p r o v i d e  p o l i c i e s  t h a t  mee t  t h e  r e q u i r e m e n t s  o f  law and 
r e g u l a t i o n s ,  e s t a b l i s h  sound f i s c a l  p r a c t i c e s ,  and e n s u r e  p r o p e r  
management;

(3) a s s u r e  s t a t e  i n v e s tm e n t s  w i l l  n o t  be a d v e r s e l y  a f f e c t e d  
by p o o r  management o r  p o l i c i e s ,  i n c l u d i n g  payment o f  e x c e s s  compen­
s a t i o n  o r  b e n e f i t s  t o  o f f i c e r s  and employe.a3 o f  t h e  o r g a n i z a t i o n .

(b) W i th in  f i v e  days a f t e r  t h e  d i r e c t o r  n o t i f i e s  an o r g a n i z a t i o n  
o f  i t s  i n t e n t i o n  t o  i n s p e c t  b u s i n e s s  r e c o r d s ,  a l l  b u s i n e s s  r e c o r d s
m a i n t a i n e d  by t h e  o r g a n i z a t i o n  s h a l l  h e  a v a i l a b l e  f o r  r e v i ew  and 
e x am in a t i o n  by t h e  d i v i s i o n  o f  b a n k in g ,  s e c u r i t i e s ,  and  c o r p o r a t i o n s

I
a t  t h e  o r g a n i z a t i o n ' s  p r i n c i p a l  p l a c e  o f  b u s i n e s s ,  d u r i n g  r e g u l a r
b u s i n e s s  h o u r s .  The d i r e c t o r  s h a l l  exam ine  t h e  b u s i n e s s  r e c o r d s  o f  an 
o r g a n i z a t i o n  on a r e g u l a r  b a s i s  a t  l e a s t  tw i c e  e a c h  c a l e n d a r  y e a r  to  
d e t e rm i n e  w h e th e r  th ey  d em on s t r a t e

(1) p r o p e r  e n d o r s em en t s  o f  l o a n s  and  a g r e em e n t s ;
(2) p e r f e c t i o n  o f  i n t e r e s t s  i n  c o l l a t e r a l ;
(3) p r o p e r  a p p r a i s a l s  and o t h e r  d e t e r m i n a t i o n s  o f  v a l u e ;
(A) p r o p e r  a s s e s sm e n t  o f  t h e  f i n a n c i a l  p o s i t i o n  o f

g r a n t o r s , i n v e s t o r s , o r  b o r r ow e r s ;
CSSSSB A *" * ‘
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(5) o t h e r  m a t t e r s  t h e  d i r e c t o r  c o n s i d e r s  n e c e s s a r y .
(c) I f  t h e  g o v e r n o r  o r  d i r e c t o r  d i s a p p r o v e s  a p r o p o s e d  o p e r a t i n g  

p l a n  o r  t h e  d i r e c t o r  c o n c l u d e s ,  a f t e r  an i n s p e c t i o n  o f  b u s i n e s s  r e ­
c o r d s ,  t h a t  t h e  o r g a n i z a t i o n  i s  b e i n g  a d m i n i s t e r e d  m a t e r i a l l y  c o n t r a r y  
to  s t a t u t e ,  r e g u l a t i o n ,  o r  a p r e v i o u s l y  app roved  o p e r a t i n g  p l a n ,  t h e  
d i r e c t o r  s h a l l  n o t i f y  t h e  o r g a n i z a t i o n  and a l l  g r a n t o r s  i n  w r i t i n g ,  
s p e c i f y i n g  a l l  d e f i c i e n c i e s  and p r e s c r i b i n g  a p p r o p r i a t e  r em e d i e s .  I f  
t h e  o r g a n i z a t i o n  f a i l s  t o  remedy d e f i c i e n c i e s  i n  a c c o r d a n c e  w i t h  t h e  
d i r e c t o r ' s  p r e s c r i p t i o n s  w i t h i n  60 days a f t e r  r e c e i p t  o f  t h e  n o t i c e ,  
t h e  d i r e c t o r  may commence p r o c e e d i n g s  u n d e r  AS 06.01.030. A r e v i s e d  
o p e r a t i n g  p l a n  i s  a l s o  s u b j e c t  t o  a p p r o v a l  by t h e  d i r e c t o r  and t h e  
g o v e r n o r .

(d) The e x p e n s e s  o f  t h e  d i v i s i o n  o f  b an k in g ,  s e c u r i t i e s ,  and  
c o r p o r a t i o n s  r e a s o n a b l y  i n c u r r e d  i n  r e v i e w i n g  and a p p r o v i n g  a p r o p o s e d  
o p e r a t i n g  p l a n  o r  i n s p e c t i n g  b u s i n e s s  r e c o r d s  u n d e r  t h i s  s e c t i o n  s h a l l  
be c h a r g e d  t o  and p a i d  by t h e  o r g a n i z a t i o n .  R e c e i p t s  s h a l l  be d e p o s ­
i t e d  i n t o  t h e  g e n e r a l  fund  and may be a p p r o p r i a t e d  t o  t h e  D epa r tm en t  
o f  Commerce and Economic Deve lopmen t  f o r  c o s t s  o f  a d m i n i s t e r i n g  t h i s  
c h a p t e r .  •

Sec .  06.50.050. LEGISLATIVE AUDITS. (a) The l e g i s l a t i v e  aud i-
I

t o r  s h a l l  a u d i t  e a c h  o r g a n i z a t i o n  a t  l e a s t  once e a ch  y e a r .  The l e g i s ­
l a t i v e  a u d i t  d i v i s i o n  has  f r e e  a c c e s s  t o  a l l  books and p a p e r s  o f  an 
o r g a n i z a t i o n  t h a t  r e l a t e  t o  i t s  b u s i n e s s  and books and p a p e r s  k e p t  by 
a d i r e c t o r ,  o f f i c e r ,  o r  employee r e l a t i n g  t o  c r  upon wh ich  a r e c o r d  o f  
i t s  b u s i n e s s  i s  k e p t ,  and may summon w i t n e s s e s  and a d m i n i s t e r  o a t h s  o r  
a f f i r m a t i o n s  i n  t h e  e x am in a t i o n  o f  t h e  d i r e c t o r s ,  o f f i c e r s ,  o r  em p loy ­
ees  o f  t h e  o r g a n i z a t i o n  o r  any p e r s o n  i n  r e l a t i o n  t o  i t s  a f f a i r s ,  
t r a n s a c t i o n s ,  and c o n d i t i o n s ,  and may r e q u i r e  and compel t h e  p r o d u c ­
t i o n  o f  r e c o r d s ,  book s ,  p a p e r s ,  c o n t r a c t s ,  o r  e t h e r  documen ts  by  c o u r t

ir,\v.CSSSSo tO o ( F i n ) - 6 -
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o r d e r  i f  n o t  v o l u n t a r i l y  p r o d u c e d .

(b) T h e  l e g i s l a t i v e  a u d i t o r  a n d  t h e  a u d i t o r ' s  e m p l o y e e s  m a y  not

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

o r g a n i z a t i o n  c o n c e r n i n g  t h e  p a r t i c u l a r s  o f  t h e  b u s i n e s s  o r  a f f a i r s  of 

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

u n d e r  a c o u r t  o r d e r .  H o w e v e r ,  t h e  l e g i s l a t i v e  a u d i t o r  s h a l l  p r e p a r e  a 

r e p o r t  s u m m a r i z i n g  f i n d i n g s  o f  a n  a u d i t  c o n d u c t e d  u n d e r  t h i s  s e c t i o n  

f o r  t h e  p r e s i d e n t  o f  t h e  s e n a t e ,  t h e  s p e a k e r  of t h e  h o u s e  of r e p r e s e n­

t a t i v e s ,  a n d  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e .  U p o n  a p­

p r o v a l  o f  t h e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e ,  a  r e p o r t  p r e ­

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

S e c .  0 6 . 5 0 . 0 6 0 .  E X E M P T I O N .  E a c h  o r g a n i z a t i o n  is e x e m p t  from 

A S  4 5 . 5 0 . 4 7 1  - 4 5 . 5 0 . 5 9 6 .  A c t i v i t i e s  i n  c o n n e c t i o n  w i t h  a n  o r g a n i­

z a t i o n  o f  a p e r s o n  o r  e n t i t y  t h a t  s u b s c r i b e s  o r  g r a n t s  a s s e t s  to, 

c o n t r i b u t e s  f u n d s  o r  s e r v i c e s  to, o b t a i n s  a b e n e f i c i a l  i n t e r e s t  in, or 

p a r t i c i p a t e s  i n  t h e  m a n a g e m e n t  o f  t h e  o r g a n i z a t i o n  a r e  e x e m p t  f r o m  

A S  4 5 . 5 0 . 4 7 1  - 4 5 . 5 0 . 5 9 6 .

S e c .  0 6 . 5 0 . 1 0 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

(1) " d i r e c t o r "  m e a n s  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k­

ing, s e c u r i t i e s ,  a n d  c o r p o r a t i o n s ;

(2) " g r a n t o r "  m e a n s  a f e d e r a l l y  or s t a t e  c h a r t e r e d  f i n a n -

i
c i a l  i n s t i t u t i o n ,  f e d e r a l  o r  s t a t e  a g e n c y ,  l i c e n s e d  i n s u r e r ,  o r  f i­

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

b y  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  o r  o t h e r  a s s e t s  to, a n d  t h e r e b y  o b t a i n s  

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

m e n t  of, a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n ;

(3) " r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n "  o r  " o r g a n i z a­

t i o n "  m e a n s  a c o r p o r a t i o n ,  t r u s t ,  fun d ,  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  or 

o t h e r  e n t i t y  c r e a t e d  t o  a c q u i r e ,  m a i n t a i n ,  m a n a g e ,  m a r k e t ,  a d m i n i s t e r

- 7 - CSSSSB 4 0 8 (F in )
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a n d  s e l l ,  l i q u i d a t e ,  o r  o t h e r w i s e  d i s p o s e  o f  r e a l  p r o p e r t y  i n  the 

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

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

i t s  d o c u m e n t s .

* Sec. 3. A S  1 8 . 5 6 . 0 9 0  i s  a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  t o  rea d :

(29) c o n v e y  r e a l  p r o p e r t y  in t h e  s t a t e ,  l o a n s  s e c u r e d  by 

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

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

l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  AS 0 6 . 5 0  i f  s t a t e  c o r p o­

r a t i o n s  a n d  a g e n c i e s  a r e  g r a n t e d  p r i o r i t y  to t h e  a s s e t s  o f  t h e  o r g a­

n i z a t i o n  o v e r  o t h e r  g r a n t o r s .

* Sec. 4. A S  4 4 . 3 3  i s  a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  t o  r e a d :

Sec. 4 4 . 3 3 . 0 2 7 .  D I V I S I O N  O F  B A N K I N G ,  S E C U R I T I E S ,  A N D  C O R P O R A­

T I O N S .  T h e  d i v i s i o n  o f  b a n k i n g ,  s e c u r i t i e s ,  a n d  c o r p o r a t i o n s  is 

e s t a b l i s h e d  in t h e  d e p a r t m e n t .  T h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  b a n k­

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

a n d  s e r v e  a f o u r - y e a r  t e r m  o r  u n t i l  a s u c c e s s o r  i s  a p p o i n t e d .  The 

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

(1) m u s t  b e  a  U n i t e d  S t a t e s  c i t i z e n ;

(2) m u s t ,  w i t h i n  15 y e a r s  b e f o r e  a p p o i n t m e n t  t o  o f f i c e ,

h a v e  h a d  a m i n i m u m  o f  f i v e  y e a r s  m a n a g e m e n t  e x p e r i e n c e  w i t h  a f i n a n -
I

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

s u p e r v i s e s  f i n a n c i a l  i n s t i t u t i o n s ;

(3) m a y  no t ,  w i t h i n  f i v e  y e a r s  b e f o r e  a p p o i n t m e n t  t o  o f­

fice, h a v e  s e r v e d  a s  a n  o f f i c e r  o r  d i r e c t o r  of a  f i n a n c i a l  i n s t i t u t i o n  

t h a t  w a s  s u b j e c t  t o  a d i s c i p l i n a r y  o r d e r  i s s u e d  b y  t h e  d i v i s i o n  of 

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

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

f i v e - y e a r  p e r i o d .

CSSSS3 408 (F i n ) -8-
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* Sec. 5. A S  4 4 . 8 8 . 0 8 0  i s  a m e n d e d  b y  a d d i n g  a n e w  p a r a g r a p h  t o  rea d :

(25) t o  c o n v e y  r e a l  p r o p e r t y  i n  t h e  s t a t e ,  l o a n s  s e c u r e d  by 

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

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

l i q u i d a t i n g  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  A S  0 6 . 5 0  i f  s t a t e  c o r p o­

r a t i o n s  a n d  a g e n c i e s  a r e  g r a n t e d  p r i o r i t y  t o  t h e  a s s e t s  o f  t h e  o r g a­

n i z a t i o n  o v e r  o t h e r  g r a n t o r s .

* Sec. 6. AS 0 6 . 5 0 . 0 1 0 ,  0 6 . 5 0 . 0 2 0 ,  0 6 . 5 0 . 0 3 0 ,  0 6 . 5 0 . 0 4 0 ,  0 6 . 5 0 . 0 5 0 ,

0 6 . 5 0 . 0 6 0 ,  0 6 . 5 0 . 1 0 0 ?  A S  1 8 . 5 6 . 0 9 0 ( 2 9 ) ;  a n d  A S  4 4 . 8 8 . 0 8 0 ( 2 5 )  a r e  r e p e a l e d .

* Sec. 7. S e c t i o n s  1 - 5 o f  t h i s  A c t  t a k e  e f f e c t  J u n e  1, 1988.

* Sec. 8. S e c t i o n  6 o f  t h i s  A c t  t a k e s  e f f e c t  J u m i  1993.
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S E N A T E  A M E N D M E N T

To:

To:

c s s s

By

SENATE B IL L  No. JQ £ _  (Fin) 

HOUSE B IL L  No. __________

Pa g e : 7 Line: 12

I n s e r t  t h e  f o l l o w i n g  a f t e r  E X E M P T I O N . :
"(a) If t h e  d i r e c t o r  d e t e r m i n e s  t h a t  t h e  e x e m p t i o n

is n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  the

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

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

a n y  fee, a u t h o r i z a t i o n ,  p e r m i t ,  f i l i n g ,  o r  r e g i s t r a t i o n

r e q u i r e m e n t  o f  or a d m i n i s t e r e d  b y  t h e  d e p a r t m e n t .

(b) "

R e n u m b e r  a c c o r d i n g l y

S 70



S E N A T E  A M E N D M E N T

By ____________________________________

To: cs ss__________________ SENATE B IL L  No, (Fm>

To: ____________________________HOUSE B IL L  No. _______________

Pa g e : 7 L i n e : *2

I n s e r t  t h e  f o l l o w i n g  a f t e r  E X E M P T I O N , :
" (a) I f  t h e  d i r e c t o r  d e t e r m i n e s  t h a t  t h e  e x e m p t i o n

is n e c e s s a r y  t o  c a r r y  out t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  t h e

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

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

a n y  fee, a u t h o r i z a t i o n ,  p e r m i t ,  f i l i n g ,  o r  r e g i s t r a t i o n

r e q u i r e m e n t  o f  or a d m i n i s t e r e d  b y  t h e  d e p a r t m e n t .

(b) "

R e n u m b e r  a c c o r d i n g l y

S 70
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D E P A R T M E N T  O F  L A W

OFFICE OF THE ATTORNEY GENERAL

May 2, 1988

The H ono r a b l e  J a n  Fai lcs 
P r e s i d e n t
A l a s k a  S t a t e  S e n a t e  
P.O. Box V 
Ju n e a u ,  A l a s k a  99811

Dear  S e n a t o r  F a i k s :

R E C E IV E D  MAY 0 2 1988

STEVE COWPER, GOVERNOR

REPLY TO:

□  7037 W 4th AVENUE 
SUITE 200
ANCHORAGE, ALASKA 99501-1994 
PHONE: (907) 276-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS, ALASKA 99701-4679

BOX K-STATE CAPITOL 
JUNEAU, ALASKA 99811-0300 
PHONE: (907) 465-3600

Re: CSSSSB 408 ( F i n ) ( b r i d g e  bank)

You have  a s k ed  f o r  o u r  a d v i c e  w i t h  r e s p e c t  t o  t h e  
e x em p t io n  s e c t i o n  o f  t h e  p r o p o s e d  l e g i s l a t i o n  t o  a u t h o r i z e  t h e  
e s t a b l i s h m e n t  o f  r e a l  e s t a t e  l i q u i d a t i n g  o r g a n i z a t i o n s ,  commonly 
r e f e r r e d  t o  a s  t h e  b r i d g e  b ank ,  CSSSSB 408 (F in) .  T h i s  s e c t i o n  
was d r a f t e d  by  t h i s  o f f i c e  and  t h e  L e g i s l a t i v e  A f f a i r s  a t t o r n e y ,  
upon t h e  a d v i c e  o f  and a f t e r  c o n s u l t a t i o n  w i t h  p r i v a t e  a t t o r n e y s  
who s p e c i a l i z e  i n  a n t i t r u s t  m a t t e r s .  T h i s  s e c t i o n  i s  n e c e s s a r y  
t o  e n s u r e  t h a t  an o r g a n i z a t i o n  fo rm ed  u n d e r  t h i s  c h a p t e r  h a s  t h e  
maximum p o s s i b l e  i n s u l a t i o n  f rom  f e d e r a l  and  s t a t e  a n t i t r u s t  
l a w s .

The ex em p t io n  s e c t i o n  i s  b r o k e n  down i n t o  two p a r t s ,  
e a ch  s e r v i n g  a  d i f f e r e n t  p u r p o s e .  P r o p o s e d  AS 06.50.050(a) 
e n s u r e s  t h a t  t h e  s t a t e  does  n o t  h a v e  t o  engage  i n  d u p l i c a t i v e  
r e g u l a t i o n  o f  r e a l  e s t a t e  l i q u i d a t i n g  o r g a n i z a t i o n s .  The 
s t a t u t o r y  f ramework c o n t a i n e d  i n  t h i s  b i l l  i s  d e s i g n e d  t o  r e q u i r e  
t h e  D ep a r tm en t  o f  Commerce and  Economic Deve lopmen t  t o  
c o m p r e h e n s i v e l y  r e g u l a t e  t h e s e  o r g a n i z a t i o n s  u n d e r  t h e  e x p r e s s  
r e g u l a t o r y  p r o v i s i o n s  o f  t h e  c h a p t e r .  T h i s  r e g u l a t i o n  i s  
a b s o l u t e l y  n e c e s s a r y  t o  a v o i d  a n t i t r u s t  p r o b l em s ,  and i n c l u d e s  
d e p a r tm e n t a l  a p p r o v a l  o f  q u a r t e r l y  o p e r a t i n g  p l a n s ,  a n n u a l  
a u d i t s ,  and  tw ic e  a n n u a l  e x a m i n a t i o n s .  i t  i s  a n t i c i p a t e d  t h a t  
t h i s  r e g u l a t i o n  w i l l  b e  done by  t h e  b a n k in g  s e c t i o n  o f  t h e  
D i v i s i o n  o f  Bank ing, S e c u r i t i e s  and  C o r p o r a t i o n s .  However, 
w i t h o u t  t h e  ex em p t ion  i n  s u b s e c t i o n  ( a ) , t h e s e  o r g a n i z a t i o n s  
wou ld  a l s o  be  s u b j e c t  t o  r e g u l a t i o n  a s  i s s u e r s  o f  s e c u r i t i e s ,  
r e q u i r i n g  them t o  f i l e  a d d i t i o n a l  documen ts  w i t h  t h e  s e c u r i t i e s  
s e c t i o n  o f  t h e  same d i v i s i o n .  Such documen ts  wou ld  be  
s u p e r f l u o u s  i n  t e rm s  o f  t h e  i n f o rm a t i o n  c o n t a i n e d  i n  them, and 
wou ld  o n l y  r e s u l t  i n  an  added  a d m i n i s t r a t i v e  b u r d e n  and  e xp en se  
t o  b o t h  t h e  d i v i s i o n  and t h e  o r g a n i z a t i o n .  I n  a d d i t i o n ,  w i t h o u t  
t h i s  e x em p t io n  an  o r g a n i z a t i o n  t h a t  fo rm s as  a  c o r p o r a t i o n  would  
h av e  t o  f i l e  i t s  a r t i c l e s  o f  i n c o r p o r a t i o n  w i t h  b o t h  t h e  b e n k in g  
s e c t i o n ,  u n d e r  t h i s  c h a p t e r ,  and t n e  c o r p o r a t i o n s  s e c t i o n ,  u n d e r  
A l a s k a ' s  c o r p o r a t i o n s  code (AS 10.05), o f  t h e  same d i v i s i o n .  
T h i s  e x em p t io n  was d r a f t e d  t o  p r e v e n t  t h e s e  example s  o f

0 3 .C 5 L H 5/^/V<F



The H ono r a b l e  J a n  F a i k s  
P r e s i d e n t ,  A l a s k a  S t a t e  S e n a t e

May 2, 1988 
Page 2

d u p l i c a t i v e  r e g u l a t i o n  by t h e  D ep a r tm en t  o f  Commerce and  Economic 
D ev e lo pm en t .

P r o p o s e d  AS 06.50.050(b) i s  l e g a l l y  more im p o r t a n t .
T h i s  s e c t i o n  e x p r e s s l y  exempts  t h e s e  o r g a n i z a t i o n s  f rom t h e
s t a t e ' s  a n t i t r u s t  and  consumer p r o t e c t i o n  l aw s .  W i th ou t  t h i s
ex em p t io n ,  we b e l i e v e  t h a t  an  o r g a n i z a t i o n  e s t a b l i s h e d  u n d e r  t h i s  
c h a p t e r ,  d e s i g n e d  as i t  wou ld  be  t o  f i x  p r i c e s  and  c o n t r o l  t h e  
r e a l  e s t a t e  m a r k e t ,  wou ld  be  i n  c l e a r  v i o l a t i o n  o f  t h e s e  l aw s .  
S in c e  t h e  e x p r e s s  p u r p o s e  o f  t h e  b i l l  i s  t o  a v o i d  t h e s e  a n t i t r u s t  
p ro b l em s ,  t h i s  s u b s e c t i o n  i s  n e c e s s a r y .

P l e a s e  f e e l  f r e e  t o  c o n t a c t  me i f  I  can  be  o f  any
f u r t h e r  a s s i s t a n c e .

S i n c e r e l y  y o u r s ,
GRACE BERG SCHAIBLE 
ATTORNEY GENERAL

JWB m b
cc :  S e n a t o r s  H a l f o r d  & B in k l e y ,  Co-Cha i rs

S e n a t e  F i n a n c e  Commit tee
Bob Evans ;
L e g i s l a t i v e  L i a i s o n  
O f f i c e  o f  t h e  Governo r
Tony Sm ith  1
Commiss ione r
D ep a r tm en t  o f  Commerce and Economic Deve lopmen t



POUCH Y. STATE CAPIIOl 
JUNEAU. AIASKA998II 

907-465-3B00ran ■ Hi®fl®HUTTOS 181
LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  A p r i l  30, 1988

SUBJECT: R ea l  p r o p e r t y  l i q u i d a t i n g  p rog ram
(CSSSSB 408)

TO: S e n a t o r  J a n  F a ik s
FROM: Tamara B ra n d t  C o o k x " ^ ^

D i r e c t o r  '
D i v i s i o n  o f  L e g a l  S e r v i c e s

Here  i s  t h e  s e c t i o n a l  a n a l y s i s  t h a t  you  r e q u e s t e d .
Sec t i o n  1. T h i s  i s  a  s t a t e m e n t  o f  l e g i s l a t i v e  f i n d i n g s  and 
i n t e n t . The l e g i s l a t u r e  f i n d s  t h a t  t h e r e  h av e  b een  f a i l u r e s  
o f  s t a t e  and  f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n s ,  
a g e n c i e s  c u r r e n t l y  h o l d  p o r t f o l i o s  o f  d i s t r e s s e d  r e a l  e s t a t e  
l o a n s  a n d  p r o p e r t y ,  f i n a n c i a l  i n s t i t u t i o n s ,  b u s i n e s s e s  and  
a g e n c i e s  n e e d  t o  be  p e r m i t t e d  t o  c o o p e r a t e  i n  a d m i n i s t e r i n g  
t h e s e  p r o p e r t i e s ,  and  m a in t e n a n c e  o f  s t a b l e  r e a l  e s t a t e  mar­
k e t s  and  a  s t a b l e  b a n k in g  sy s tem  i s  e s s e n t i a l  t o  t h e  e cono ­
my. The l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  s t a b i l i t y  o f  t h e  
b a n k in g  s y s t em  and r e a l  e s t a t e  m a r k e t s  by d i s p l a c i n g  compe­
t i t i o n  w i t h  gove rnmen t  r e g u l a t i o n  i n  m a t t e r s  r e l a t i n g  t o  
management and d i s p o s i t i o n  o f  r e a l  p r o p e r t y  by a u t h o r i z i n g  
c r e a t i o n  o f  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  u n d e r  
s t a t e  s u p e r v i s i o n .
S e c t i o n  2 . T h i s  i s  a  new c h a p t e r  r e l a t i n g  t o  t h e  r e a l  
p r o p e r t y  l i q u i d a t i n g  p rogram .
Sec.  06.50.010 r e q u i r e s  t h e  d i r e c t o r  o f  b a n k in g ,  s e c u r i t i e s ,  
and  c o r p o r a t i o n s  t o  a d m i n i s t e r  t h e  c h a p t e r .  He must  r e p o r t  
a n n u a l l y  t o  t h e  l e g i s l a t u r e .
Sec. 06.50.020 p e rm i t s  t h e  f o rm a t i o n  by  t h r e e  o r  more 
g r a n t o r s  o f  a r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n .  
O r g a n i z a t i o n a l  documen ts  must  b e  r e v i ew e d  and  ap p ro v ed  by  
t h e  d i r e c t o r  and  t h e  g o v e r n o r  and mus t  m ee t  c e r t a i n  i t e m i z e d  
r e q u i r e m e n t s .



S e n a t o r  F a i k s
P a g e  2
A p r i l  30, 19 8 8

Sec. 06.50.030 requires an organization to retain a c e r­
tified public accountant to annually prepare and submit to 
the division an audited balance sheet containing specified 
information. The accountant must certif y that all 
dispositions of real estate and loans during the year were 
made in accordance w i t h  the organization documents and this 
chapter, or identify variances, and provide recommendations 
wi t h  respect to internal financial controls. The organiza­
tion is also required to file a  report o n  its operations 
quarterly.

Sec. 06.50.040 requires the director and the governor to 
approve or disapprove a proposed operating plan of an 
organization. The director must also inspect business 
records of an organization on a regular basis at least twice 
each year. If the director concludes that the organization 
is b eing  administered materi ally contrary to law, regulation 
or a previ ously approved operating plan, he m a y  prescribe 
appropriate remedies. If the org ani z a t i o n  fails to remedy 
deficiencies, the director may b e g i n  proceedings to dissolve 
the organization. Expenses incurred in reviewing 
organization reports and conducting inspections shall be 
charged to t h e  organization.

Sec. 06.50.050 requires the legislative auditor to audit 
each organization at least once a year. The auditor shall 
prepare a report summarizing findings for the president of 
the senate, speaker of the house, a n d  Leg islative Budget and 
Audit committee. The report is made public o n  approval of 
the committee.

Sec. 06.50.060 exempts an o rganization and persons involved 
wi t h  organizations from AS 45.50.471 - 45.50.596 (Unfair 
Trade Practices and Consumer Protection; Monopolies; R e­
straint o f  T r a d e ) . "

Sec. 06.50.100 provides definitions of director, grantor and 
real property liquidating organization.

Section 3 . T h e  Alaska Housing Finance, Corporation is gran- 
ted bro ad authority to enter into agreements for cooperative 
manage ment and disposal of real property and convey property 
to or acquire a beneficial interest in a real property 
liquidating organization, if state corporations and agencies 
are granted a priority to assets of the organization.

Section 4 . The division of banking, securities, and 
corporations is established in the Depart ment of Commerce



S e n a t o r  F a i k s
P a g e  3
A p r i l  30, 1 9 8 8

and Economic Development. The director is appointed by the 
governor to a four year term. Qualifications for the 
director are set out.

Section 5 . The A l a s k a  Industrial Development and Export 
Au t h ority is granted power to convey assets to and acquire a 
benefici al interest in a real property liquidating orga­
nization, if state corporations and agencies are granted a 
priorit y to assets of the organization.

Section 6 . Except section 4 the foregoing substantive 
provisions of the bill are repealed.

Section 7. The substantive provisions take effect June 1.

Section 8 . The r epealer takes effect June 1, 1993, making 
this a five year program.

TBC:mkr 
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LEGISLATIVE AFFAIRS A G E N C Y

POUCHY STATE CAPITOL 
jUNEAU. ALASKA 998 11 

907 466-3800

M E M O R A N D U M A p r i l  28, 1988

SUBJECT:

TO:

FROM:

Stabilization of the real estate market 
(CSSSSB 4 0 8 (Fin))

Senator Tim Kelly

Tamara Brandt Cook 
Director
Division of Legal

A
irvice:

Here is the sectional analysis' that you requested.

Section 1 . This is a statement of legislative findings and 
intent. The legislature finds that there have been failures 
of state and federally chartered financial institutions, 
agencies currently hold Portfolios of distressed real estate 
loans and property, financial institutions, businesses and 
agencies need to be permitted to cooperate in administering 
these properties, and -maintenance of stable real estate m a r­
kets and a stable banking system is essential to the e c o n o­
my. The legislature/intends to ensure stability of the 
banking system and ye.a.1 estate market s b y  displacing c o m p e­
tition w i t h  government regulation in matters relating to 
management and disposition of real property b y  authorizing 
creation of real^property liquidating organizations under 
state supervision

Section 2 . This is a n e w  chapter relating to real property 
liquidating o / g a n i z a t i o n s .

Sec. 06.50.0/10 requires the Commissioner of Commerce and 
Economic Development to administer the chapter and adopt 
regulations. He must report annually to the legislature.

Sec. 06.50.020 permits the formation by three or more 
grantors /of a real property liquidating organization. 
Organizational documents must be reviewed and approved by 
the compw.ssioner and must meet certain itemized r e q u i r e­
ments.
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Sec. 06.50.030 requires an orga n i z a t i o n  to retain a cer­
tified public accountant to annually p r epare and submit to 
the Department of Commerce and Economic Development an a u­
dited balance sheet containing specified information. The 
accountant must certify that all dispositions o f  real estate 
and loans during the year w e r e  m a d e  in accordance w i t h  the 
organization documents and this chapter, or identify v a r i­
ances, and provide recommendations w i t h  respect to internal 
financial controls. The organization is also required to 
file a report on its operations quarterly.

Sec. 06.50.040 requires the c o mm issioner to approve or d i s­
approve a proposed operating plan of an organization. He 
must also inspect business records of an organization on a 
regular basis at least twice each year. If the commissioner 
concludes that the organizat ion is being  administered m a t e­
rially contrary to law, regulation or a previously approved 
operating plan, he may prescribe appropriate remedies. If 
the organization fails to remedy deficiencies, the c o m m i s­
sioner may begin proceedings to dissolve the organization. 
Expenses incurred in reviewing organizatio n reports and c o n­
ducting inspections shall be charged to the organization.

Sec. 06.50.050 permits the commissioner, by regulation, to 
exempt transactions of organizations from fees, a u t h oriza­
tions, permits or registration requirements of the d e p a r t­
ment if he determines the exemption is necessary to carry 
out the purposes of the chapter. An organization and 
persons involved with organizations are exempt from 
AS 45.50.471 - 45.50.396 (Unfair Trade Practices and 
Consumer Protection; Monopolies; Res traint of Trade).

Section 3 . The Alaska Housing Finance Corporation is gran- 
ted broad authority to take action to stabilize the market 
price of and demand for residential housing. The c o r p o­
ration may enter into agreements for cooperative management 
and disposal of real property and convey property to or a c­
quire a beneficial interest in a real property liquidating 
organization.

Section 4 . The Alaska Industrial De velopment and Export 
Authority is granted power to convey assets to and acquire a 
beneficial interest in a real property liquidating o r g a­
nization.

Section 5 . The foregoing substantive provisions of the bill 
are repealed.



, 3
x£tl 28, 1988

j j r T i m  K e l l y

Section 6 . The substantive provisions take effect June 1.
t m ;

Section 7 . The repealer takes effect June 1, 1993, making 
this a five year program.
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Original s p o n s o r s : K e l l y  and Sturgulewski

IN THE SENATE BY THE'' FINANCE COMMITTEE

CS F O R  SPONSOR SUBSTITUTE FOR SENATE BILL NO. 6/08 (Finance)

IN THE LEGISLATURE OF THE STATE O F  A L A S K A  

FIFTEENTH LEGISLATURE - SECOND S E S S I O N

A BILL

For an Act entitled: "An Act relating to stabil i z a t i o n  of the state's real

estate markets and banking system; authorizing the

establishment of r e a l / p r o p e r t y  liquidating organ iza­

tions under active /State supervision; and providing 

for an effective dsite."

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

* Section 1. LEGISL A T I V E  FINDINGS A ND INTENT. (a) The legislature 

finds that

( 1 ) there hav e b e e n  in yfche state s e veral failures of state and 

federally chartered financial institutions and o n e  b a n k  consolidation by 

the Federal Deposit Insurance Corporation under 12 U.S.C. 1823(c);

(2 ) these financial institutions as w e l l  as other businesses and 

state and federal agencies currently hold large p o r t f o l i o s  of distressed

real estate loans and real property;

(3) these businesses and government a gencies need to be p e r m i t­

ted to cooperate in administering these loans and proper t i e s  to avoid fur­

ther adverse effects on the state's real estate m a r k e t s  and to stabilize 

the state's banking systdm; and

(4) the m ainten ance o f  stable and o r d e r l y  markets for the p u r­

chase and sale of commercial and residential real estate in the state is 

essential to the economy of the state and the w e l f a r e  of its citizens, as 

is the stability of the state's banking system.

(b) The legislature intends to ensure the s t a b i l i t y  of the state's 

banking system a n d’real estate markets and prevent a precipitous decline in

-1- CSSSSB 4 0 8 (Fin)
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real estate prices by displacing competition with government regulation in 

matters relating to the administration, management, and disposition of real 

property in the state and loans secured b y  the property held by financial 

institutions, other businesses, and state and federal agencies. By a u­

thorizing the creation of real p r o p e r t y  liquidating organizations and 

mandating active state supervision of these organizations, the legislature 

intends that each real property liquidating organization and all persons 

and entities w h o  subscribe or grant assets to, contribute funds or services 

to, obtain a beneficial interest in, or participate in the management of 

the organization will be fully immunized against potential liability under 

federal antitrust laws and state antitrust, competition, and trade p r a c­

tices laws arising from the operation of the organization or the activities 

of any person or entity performed in connection with the organization.

* Sec. 2. A S  06 is amended by adding a new chapter to read:

CHAPTER 50. REAL PROPERTY L I Q U I D A T I N G  ORGANIZATIONS.

Sec. 06.50.010. RESPONSIBILITY OF COMMISSIONER. (a) The com­

missioner shall administer this c h a pter and adopt regulations to carry 

out the purposes of this chapter.

(b) By February 1 of each year the commissioner shall submit a 

report to the legislature sum marizing activities of the department 

under this chapter during the previous year.

Sec. 06.50.020. FORMATION. (a) Three or more grantors may 

create a real property liquidating organization by filing the o r g a­

nization al documents w i t h  the commissioner. The commissioner shall 

re v i e w  the documents and approve them if they comply w i t h  (b) of this 

section and are consistent w i t h  the purposes cf this chapter. C o n v e y­

ance of assets to or disposition of real property or other assets by 

an org anization is not effective until the organizational documents 

have been reviewed and approved b y  the commissioner.

C S S S S B  4 0 8 (Fin) -2-
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(b) The organizational d o c u m e n t s .must

( 1 ) state the purpose of the organization;

. (2 ) identify all grantors w h o  have subscribed to the o r g a­

nization and all persons who will possess an interest in the o r g a­

nizat i o n  upon its formation;

(3) describe the m a n n e r  in w h i c h  the organization w i l l  be

managed;

(A) prescribe the m e thod u n d e r  which distributions to the 

grantors and other beneficiaries will be made;

(5) provide for the conveyance to the organization of all 

or part of the g r a n t o r s 1 portfolios of commercial and residential real 

property in the state and real estate loans secured by real pr operty 

in the state;

(6 ) provide for the transfer to the organization of other

assets of the grantors, including cash and consumer loans, to assist

the organization in fulfilling the purposes of this chapter;

(7) provide for the orderly disposition of the p r o perty and 

loans o f  the organization at prices to be determined by the o r g a­

niza t i o n  under regulations adopted b y  the commissioner;

(8 ) provide for expenditures to manage organization assets, 

including expenditures to preserve or enhance the value of the orga- ;
i

n i z a t i o n 1s properties; and

(9) provide for the establishment of other terms and con- ! 

ditions relating to the sale or other disposition of assets that the 

grantors consider nece ssary or appropriate to ensure that the o r g a­

nizati on will be operated in a manner that will provide for orderly

disposition of the organization's assets and promote stable real 

estate markets and a stable banking system in the state.

Sec. 06.50.030. AUDITS A N D  REPORTS. (a) In addition to the

-3- CSSSSB 4 0 8 (Fin)
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record keeping requirements specified in regulations adopted by the 

commissioner or in the organizational documents, the organization 

shall retain a certified public accountant to an nually prep are and 

submit to the department on or before April 1 an audited balance 

sheet, income statement, statement of principal, statement of changes 

in financial position, schedule of all dispositions of real property 

and real estate loans made b y  the organization during the previous 

calendar year, and letters

( 1 ) certifying that all dispositions of real property and 

real estate loans and all distributions during the year were mad e in 

accordance with  the provisions of the organizational documents and 

this chapter, or identifying any variance; and

(2 ) with respect to the internal financial controls and 

practices of the organization, providing recommendations the a c coun­

tant considers appropriate.

(b) The organization shall p r epare and file w i t h  the commi s s i o n­

er, on a quarterly basis, a report containing the following:

( 1 ) a schedule of all real property and real estate loans 

held by the organization;

(2 ) the sale price and all other significant terms of sale 

for real property sold by the organization and amount of proceeds 

received by the organization from real estate loans since the date of 

the previous report; and

(3) a proposed operating plan for the next quarterly period 

that conforms with regulations adopted by the commissioner.

Sec. 06.50.040. R EVIEW A N D  A P P ROVAL  BY COMMISSIONER. (a) The 

commissioner shall review each report filed under AS 06.50.030(b) and 

approve or disapprove the proposed operating plan w i t h i n  2 0  days after 

filing. In reviewing each report and operating plan, the commissioner 

CSSSSB 408(Fin) -4-
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shall- consider current market' conditions. The commissioner shall 

approve an operating plan if the commissioner finds that the report 

and plan comply w i t h  the purposes of this chapter. -

(b) W i t h i n  five days after the department notifies an o r g a n i z a­

tion of its intention to inspect business records, all business r e­

cords m a i n t a i n e d  by the o rganization shall be available for r eview and 

e xamination by the department at the organization's principal place of 

business, during regular business hours. The commissioner shall 

examine the business records of an organization on a regular basis at 

least twice each calendar year.

(c) If the commissioner disapproves a proposed operating plan or 

concludes, after examination, that the organization is being a d m i n­

istered m a t e r i a l l y  contrary to statute, regulation, or a previously 

approved operating plan, the c o m missioner shall n o tify the o r g a n i z a­

tion and all grantors in writing, specifying all deficiencies and 

prescribing appropriate remedies. If the organization fails to remedy 

deficiencies in accordance w i t h  the commissioner's prescriptions 

within 60 days after receipt of the notice, -the commissioner may 

commence proceedings under AS 06.01.030.

(d) The expenses of the department reasonably incurred in r e­

viewing and approving a proposed operating plan or conducting an 

examination u n d e r  this section shall be charged to and paid by the 

organization.

Sec. 06.50.050. EXEMPTION. (a) If the commissioner determines 

that the exemption is necessary to carry out the purposes of this 

chapter, the commissioner m ay by r egulat ion exempt transactions under

this chapter by real property liquidating organizations from any fee,

)
authorization, permit, filing, or - registrati on requirement of ' or 

administered by the department.

- 5 -  C S S S S B  4 0 8 (Fin)
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(b) Each organization is exempt from AS 45.50.471 - 45.50.396.

Activiti es in connection wi th an organization of a p e rs on or entity ! 

that subscribes or grants assets to, contributes funds or services to, 

obtains a beneficia l interest in, or participates in the management of 

the organi z a t i o n  are exempt from AS 45.50.471 - 45.50.596.

Sec. 06.50.100. DEFINITIONS. In this chapter

( 1 ) "commissioner" means the commissioner of commerce and 

economic development;

(2) "department" means the Department of Commerce and 

Economic Development;

(3) "grantor" means a federally or state chartered finan­

cial institution, federal or state agency, licensed insurer, or f i­

nancing company  that conveys real propert y in the state, loans secured 

by real p r o p e r t y  in the state, or other assets to, and thereby obtains 

a b eneficial interest in and the right to participate in the m a n a g e­

ment of, a real pro perty liquidating organization;

(4) "real property liquidating organization" or " o r g aniza­

tion" means a cox*poration, trust, fund, partnership, joint venture, or 

other entity created to acquire, maintain, manage, market, administer 

and sell, liquidate, or otherwise dispose of real property in the 

state or loans secured by real property in the state and to distribute 

the proceeds to its beneficiaries, in accordance w i t h  organizational 

its documents.

* Sec. 3. AS 18.56 is amended by adding a n e w  section to read:

Sec. 18.56.210. M A R K E T  STABILIZATION POWERS. The corporation

ma y  take appropriate action to stabilize the market price of, and the 

supply and demand for, residential h o u sing in the state. To a c c o m­

plish the purposes of this section, the corporation may

( 1 ) enter into agreements with state and federally 

CSSSSB 4 0 8 (Fin) - 6 -
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(

chartered financial institutions / s t a t e  or federal agencies, insurers, 

and financing companies for the cooperative management, admini s t r a­

tion, and dis position of their real p r o perty in the state and loans 

secured b y  their real property in the state; and

(2 ) convey real pr operty in the state, loans secured by 

real p r o p e r t y  in the state, and other assets to, acquire a beneficial 

interest in, and participate in the m ana gement of a real property

liquidating organiza tion established u nder AS 06.50.

* Sec. 4. AS 44.88.080 is amended b y  adding a n e w  para graph to read:

(25) to convey real proper ty in the state, loans secured by

real p r o per ty in the state, and other assets to, acquire a beneficial

interest in, and participate in the. managem ent of a real property

liquidating organization established under AS 06.50.

* Sec. 5. AS 06.50.010, 06.50.020, 06.50.030, 06.50.040, 06.50.050;

AS 18.56.210; and AS 44.88.080(25) are repealed.

* Sec. 6 . Sections 1 - 4 of this Act take effect June 1, 1988.

* Sec. 7. Section 5 of this Act takes effect June 1, 1993.

-7- CSSSSB 4 0 8 (Fin)
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Original sponsors: K e l l y  and Sturgulewski

IN THE SENATE BY T HE FINANCE COMMITTEE

CS FOR SPONSOR SUBSTITUTE FOR SENATE BILL NO. 408 (Finance)

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

F I F T E E N T H  LEGISLATURE - SECOND S E S S I O N

A  BILL

For an Act entitled: MA n  A c t  relating to s t a bili zation of the state's real

estate markets and banking system; authorizing the 

establish ment of real p r o p e r t y  liquidating organiza­

tions under active state supervision; and providing 

for an effective date."

BE IT ENACTED B Y  THE LEGISLAT URE OF THE STATE OF ALASKA:

* Section 1. LEGISL A T I V E  FINDINGS AND INTENT. (a) The legislature 

finds that

( 1 ) there have b e e n  in the state several failures of state and 

federally chartered financial institutions and one b a n k  consolidation by 

the Federal Deposit Insurance Corporation under 12 U.S.C. 1823(c);

(2 ) these financial institutions as well as other businesses and 

state and federal agencies currently hold large portf o l i o s  of distressed 

real estate loans and real property;

(3) these businesses and government agencies need to be perm it­

ted to cooperate in administe ring these loans and p roper ties to avoid fur­

ther adverse effects on the state's real estate m a r k e t s  and to stabilize 

the state's banking system; and

(4) the m a i n t e n a n c e  of stable and o r d e r l y  markets for the p u r­

chase and sale of commercial and residential real estate in the state is 

essential to the economy of the state and the w e l f a r e  of its citizens, as 

is the stability of the state's banking system.

(b) The legislature intends to ensure the s t a b ility  of the state's 

banking system and real estate markets and prevent a precipitous decline in

-1- CSSSSB 408(Fin)
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real estate prices b y  displacing competition with government regul ation in 

matters'r elatihg'to' the administration, management, and dispo s i t i o n  of real 

property in the state and loans secured by the property h e l d  by financial 

institutions, other businesses, and state and federal agencies. By au­

thorizing the creation of real p roperty liquidating organization s and 

mandat ing active state supervision of these organizations, the legislature 

intends that each real property liquidating organization a n d  all persons 

and entities who subscribe or grant assets to, contribute funds or services 

to, obtain a beneficial interest in, or participate in the m a n a g e m e n t  of 

the organization will be fully immunized against potential li ability under 

federal antitrust laws and state antitrust, competition, and trade p r a c­

tices laws arising from the operation of the organization or the activities 

of any person or entity performed in connection with the organization.

* Sec. 2. AS 06 is amended by adding a n e w  chapter to read:

CHAPTER 50. REAL PROPERTY LIQUIDAT ING ORGANIZATIONS.

Sec. 06.50.010. RESPONSIB ILITY OF COMMISSIONER. (a) The com­

missio ner shall administer this chapter and adopt regulations to carry 

out the purposes of this chapter.

(b) By February 1 of each year the commissioner shall submit a 

report to the legislature summarizing activities of the department 

under this chapter during the previous year.

Sec. 06.50.020. FORMATION. (a) Three or more grantors may 

create a real property liquidating organization by filing the o r g a­

nizational documents w i t h  the commissioner. The c o m m i s s i o n e r  shall 

r eview the documents and approve them if they comply w i t h  (b) of this 

section and are consistent with the purposes cf this chapter. C o n v e y­

ance of assets to or disposition of real property or other assets by 

an organization is not- effective until the organizational documents 

have been reviewed and approved by the commissioner.

CSSSSB 4 0 8 (Fin) -2-
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(b) The organizational documents mus t

( 1 ) state the purpose of the organization;

(2 ) identify all grantors w h o  have subscribed to the o r g a­

nization and all persons who will possess an interest in the or ga­

nization upon its formation;

(3) describe the m a n n e r  in w h i c h  the organi zation w i l l  be

managed;

(4) prescribe the m ethod u n d e r  which distributions to the 

grantors and other beneficiaries will be made;

(5) provide for the conveyance to the organization of all 

or part of the g r a n t o r s 1 portfolios of commercial and residential real 

property in the state and real estate loans secured by real property  

in the state;

(6 ) provide for the transfer to the organization of other 

assets of the grantors, including cash and consumer loans, to assist 

the organization in fulfilling the pu rposes of this chapter;

(7) provide for the orderly disposition of the p r o p e r t y  and 

loans of the organization at prices to be determined by the o r g a­

nization under regulations adopted b y  the commissioner;

(8 ) provide for expenditures to manage organizati on assets, 

including expenditures to preserve or enhance the value of the o r g a­

nization's properties; and

(9) provide for the establishmen t of other terms and con­

ditions relating to the sale or other disposition of assets that the 

grantors consider nec essary or appro p r i a t e  to ensure that the o r g a­

nizati on will be operated in a m a n n e r  that will provide for orderly 

disposition of the organization's assets and promote stable real 

estate markets and a stable banking system in the state.

Sec. 06.50.030. AUDITS AND REPORTS. (a) In addition to the

-3- CSSSSB 4 0 8 (Fin)
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record keeping-nreqiiirements spec ified in'^.regulations adopted by the 

commissioner or in the organizat ional documents, the organization 

shall retain a certified public accountant to annually prepare and 

submit to the department on or before April 1 an audited balance 

sheet, income statement, statement of principal, statement of changes 

in financial position, schedule of all dispositions of real property 

and real estate loans made b y  the organization during the previous 

calendar year, and letters

( 1 ) certifying that all dispositions of real property and 

real estate loans and all distributions during the year were made in 

accordance w i t h  the provisions of the organizational documents and 

this chapter, or identifying any variance; and

(2 ) w i t h  respect to the internal financial controls and 

practices of the organization, p r o v id ing recommendations the a ccoun­

tant considers appropriate.

(b) The orga nization shall p r epare and file w i t h  the c om mission­

er, on a quarterly basis, a report containing the following:

( 1 ) a schedule of all real property and real estate loans 

held by the organization;

(2 ) the sale price and all other significant terms of sale 

for real property sold b y  the organization and amount of proceeds 

received by the o r ga nization from real estate loans since the date of 

the previous report; and

(3) a proposed oper ating plan for the next quarterly period 

that conforms with regulations adopted by the commissioner.

Sec. 06.50.040. R E V I E W  A N D  A P P R O V A L  BY COMMISSIONER. (a) The 

commissioner shall review each report filed under AS 06.50.030(b) and 

approve or disapprove the p r o pos ed operating plan w i t h i n  2 0  days after 

filing. In reviewing each report and operating plan, the commissioner 

CSSSSB 4 0 8 (Fin) -4-



1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

14

15

16

17

, 8

»;

2 0

2 1

2 2

23

24

25

26

27

28

29

W O R K  D R A F T WORK DRAFT W O R K  D R A F T

shall conside r current market conditions. The commissioner shall 

approve an operating plan if the commissioner finds that the report 

and p l a n  c omply w i t h  the purposes of this chapter.

(b) W i t h i n  five days after the department notifies an o r g a n i z a­

tion of its intention to inspect business records, all business r e­

cords m a i n t a i n e d  by the organization shall be available for r e v i e w  and 

e x a m i n a t i o n  by the department at the organization's principal place of 

business, during regular business hours. The commissioner shall 

e x amine the business records of an organization on a regular basis at 

least twice each calendar year. ,

(c) If the commissioner disapproves a proposed operating plan or I 

concludes, after examination, that the organization is being admin- i

istered m a t e r i a l l y  contrary to statute, regulation, or a previously |
I

a p p roved operating plan, the commissioner shall notify the organiza- j 

tion and all grantors in writing, specifying all deficiencies and

prescr i b i n g  appropriate remedies. If the organization fails to remedy 

deficie ncies in accordance w i t h  the commissioner's prescriptions 

w i t h i n  60 days after receipt of the notice, -the commissioner may

commence proceedings under AS 06.01.030.

(d) The expenses of the department reasonably incurred in r e­

vie w i n g  and approving a proposed operating plan or conducting an 

e x a m i n a t i o n  u n d e r  this section shall be charged to and paid by the 

organization.

Sec. 06.50.050. EXEMPTION. (a) If the commissioner determines 

that the exemption is necessary to carry out the purposes of this

chapter, the commissioner may by regulati on exempt transactions under 

this c h a p t e r  by real property liquidating organizations from any fee, 

authorization, permit, filing, or registration requirement of or

admini s t e r e d  by the department.

-5- C S S S S B  4 0 8 (Fin)
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• (b) E a c h ' o r g a n i z a t i o n  is exempt from AS '45.50.471 - 45.50.396.

Activities in connection w i t h  an organization o f  a p e r s o n  or entity 

that subscribes or grants assets to, contributes funds or services to, 

obtains a beneficial interest in, or participates in the management of 

the org anization are exempt from AS 45.50.471 - 45.50.596.

Sec. 06.50.100. DEFINITIONS. In this chapter

( 1 ) "comm i s s i o n e r ' 1 means the commissioner of commerce and 

economic development;

(2) "department" means the Department of Commerce and 

Economic Development;

(3) "grantor" means a federally or state chartered f i n a n­

cial institution, federal or state agency, licensed insurer, or f i­

nancing company  that conveys real p r o p e r t y  in the state, loans secured 

by real p r o per ty in the state, or other assets to, and thereby obtains 

a beneficial interest in and the right to participate in the m a n a g e­

ment of, a real p r o perty liquidating organization;

(4) "real property liquidating organization" or " o r g ani za­

tion" means a corporation, trust, fund, partnership, joint venture, or 

other entity created to acquire, maintain, manage, market, administer 

and sell, liquidate, or otherwise dispose of real property in the 

state or loans secured by real property in the state and to distribute 

the proceeds to its beneficiaries, in accordance w i t h  organizational 

its documents.

* Sec. 3. A S  18.56 is amended by adding a n e w  section to read:

Sec. 18.56.210. M A R K E T  STABILIZATION POWERS. The corporation

may take appropriate action to stabilize the market price of, and the 

supply and demand for, residential h o u sing in the state. To a c c o m­

plish the purposes of this section, the corporation may •* •

( 1 ) enter into agreements wit h state and federally 

CSSSSB 4 0 8 (Fin) - 6 -
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chartered financial institutions, state or federal agencies, insurers, 

and financing companies for the cooperative management, a d m i n i s t r a­

tion, and disposition of their real p roperty in the state and loans 

secured by their real property in the state; and

(2 ) convey real property in the state, loans secured by 

real p r o perty in the state, and other assets to, acquire a beneficial 

interest in, and participate in the management of a real property 

liquidating organization established u n d e r  AS 06.50.

* Sec. A. A S  A A . 88.080 is amended by adding a n e w  paragraph to read:

(25) to convey real p r o p e r t y  in the state, loans secured by 

real property in the state, and other assets to, acquire a beneficial 

interest in, and participate in the. management of a real property 

liquidating organization established under  AS 06.50.

* Sec. 5. AS 06.50.010, 06.50.020, 06.50.030, 06.50.0A0, 06.50.050;

AS 18.56.210; and AS AA.88.080(25) are repealed.

* Sec. 6 . Sections 1 - A of this A c t  take effect June 1, 1988.

* Sec. 7. Section 5 of this Act takes effect June 1, 1993.

-7- C S S S S B  A 0 8 ( F i n )



I

• -i

4

1

2

3

4

5

6

7

8

9

1 0

1 1

1 2

13

14

15

16

17

18

19

2 0

2 1

2 2

23

24

25

26

27

28

29

WUKJ\ L) KAf 1 WORK DRAFT W O R K  D R A F T

5-1863N /
Cook
4/21/88

Original sponsors: Kelly and Sturgulewski

IN THE SENATE. B ^ T H E  F I NAN CE COMMITTEE

CS F 0 R \ S P 0 N S 0 R  SUBSTITUTE F O R  SENATE BILL NO. 408 (Finance)

J N  THE LEGISLATURE OF THE STATE/OF A L A S K A  

FIFTEENTH LEGISLA TURE - SECOND SESSION

A BILL

For an A c t  entitled: 'VAn Act re lating to stabilization of the real estate

market; a u t h o r i z i n g / t h e  establishment of real prop- 

erty\ liquidating Organizations; and provi d i n g  for an 

effective date."/

BE IT ENA CTED BY THE LEGISLATURE OF 7HE STATE OF ALASKA:

* Section 1. LEGISLATIVE F^ND/NGS AND INTENT. (a) The legislature

finds that

( 1 ) there have been  in t h e  state several failures of state and 

federally chartered  financial /institutions and one b a n k  consolid ation by 

the Federal Deposit I n s u r a n c y C o r p o r a t r o n  under 12 U.S.C. 1823(c);

(2 ) state and federal agencies currently h o l d  large portfolios 

of distressed  real estate /loans and real property;

(3) these financial institutions eind government agencies need to 

be p e r m i t t e d  to cooperate in administerin g these properties to avoid f u r­

ther adverse effects /on the state's real estate markets and to stabilize 

the state's b a n k i n g  System; and

(4) the /maintenance of stable and ordei^ly m a r k e t s  for the p u r­

chase and sale of commercial and residential real estate in the state is 

essential to the/ economy of the state and the w e lf are of its citizens.

(b) The /legislature intends to ensure the stability of the state's 

real estate markets and prevent a precipitous decline in real estate prices 

by displacing competition with government regulat ion in matters relating  to 

the sale and disposition of real p r o perty h e l d  by financial institutions 

and state and federal agencies as a result of foreclosure actions. By

-1- CSSSSB 4 0 8 (Fin)
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authorizing the creation of real prop e r t y  liquidating organizations under 

state supervision, the legislature intends to grant authority to the com­

mis s i o n e r  of commerce and economic development to provide by regulation 

that persons and entities who subscribe or grant assets to, contribute 

funds or services to, obtain a benef i c i a l  interest in, or participate in 

the m a n a g e m e n t  of a real p r o perty liquidating orga nization will be i m m u­

nized as necessar y possible against potential liability under federal 

antitrust laws and state antitrust, competition, and trade practices laws 

arising from the operation of the organizations.

* Sec. 2. AS 06 is amended by adding a n e w  chapter to read:

CHAPTER 50. REAL PRO PE R T Y  L I Q U I D A T I N G  ORGANIZATIONS.

Sec. 06.50.010. R E S P O N S I B I L I T Y  OF COMMISSIONER. The c om mis­

sioner shall administer this chapter and adopt regulations to carry 

out the purposes of this chapter.

Sec. 06.50.020. FORMATION. (a) Three or more grantors m a y  

create a real property liquidating organizati on b y  filing the o r g a­

nization al documents w i t h  the commissioner. The commissioner shall 

r e v i e w  the documents and approve them if they comply w i t h  (b) of this 

section and are consistent w i t h  the purposes of this chapter. C o n v e y­

ance of assets to or disposition of real propert y or other assets by 

an organization is not v a l i d  until the o rganizational documents have 

been reviewed  and approved by the commissioner.

(b) The organizational documents must

( 1 ) state the purpose of the organization;

(2 ) identify all grantors who w i l l  subscribe to the o r g a­

niza t i o n  and all persons w h o  wi ll possess an interest in the o r g a­

nization;

(3) describe the m a n n e r  in w h i c h  the orga nization wi ll be

managed;

C S S S S B  4 0 8 ( F i n )  -2-
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(4) pr escribe the m ethod under w h i c h  distributions to the 

grantors and other beneficiaries wi ll be made;

(5) p r ovide  for the conveyance to the organization of all 

or part of the grantors' portfolios of commercial and residential real 

properties in the state or other assets;

(6 ) p r o vide for the orderly disposition of property  of the 

organiza tion at prices to be established in accordance w i t h  the o r g a­

nizational documents;

(7) p r o v i d e  for the expenditure of assets to m a na ge o r g a­

niz a t i o n  property, including expenditures to p reserve or enhance the 

value of properties; and

(8 ) p r o v i d e  for the establishment of other terms and c o n­

ditions relating to the sale or other disposition of assets that the 

grantors consider n e c e ss ary or appropriate to ensure that the o r g a­

niza t i o n  will be operated in a manner that wil l provide for orderly 

disposition of p r o p e r t y  and promote a stable real estate market and 

economy.

Sec. 06.50.030. AUDITS AND REPORTS. (a) In addition to the 

record keepin g requ irements specified in regulations adopted b y  the 

commissioner or in the organizational documents, the organization 

shall retain a certified public accountant to annually prepare and 

submit to the department on or before April 1 of each calendar year an 

audited balance sheet, income statement, statement of principal, 

statement of changes in financial position, and schedule of all d i s p o­

sitions of real estate assets made by the orga nization during the 

year. In connection w i t h  the preparation of the financial documents, 

the accountant shall issue letters

C D  certifying that all sales of real estate assets and all 

distributions during the year w e r e  m a d e  in accordance w i t h  the

-3- CSSSSB 4 0 8 (Fin)
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provisions of the organization documents and this chapter, or i d e n t i­

fying any v a r i a n c e ; and

(2 ) w i t h  respect to the internal financial controls and 

practices of the organization, providing recommendations the a c c o u n­

tant considers appropriate.

(b) The organization shall prepare and file w i t h  the c o m m i s s i o n­

er, on a quarterly basis, a report containing the following:

( 1 ) a schedule of all real p r o p e r t y  h e l d  b y  the o r g a n i z a­

tion;

(2 ) the sale price and all other significant terms o f  sale 

for real proper ty sold since the date of the previous report; and

(3) a p r o p o s e d  operating plan for the next quarterly p e riod 

that conforms w i t h  regulations adopted by the commissioner.

Sec. 06.50.040. R E V I E W  AND A P P ROV AL BY COMMISSIONER. (a) The 

commissioner shall review each report filed under (b) of this section

and approve or disapprove the p r o pos ed operating plan w i t h i n  2 0  days

after filing. In reviewing the operating plan, the commissioner shall 

consider current m a r k e t  conditions. Before approving the plan, the 

commissioner must find that the plan complies w i t h  the purpose of this 

chapter.

(b) W i t h i n  five days after the department notifi es an o r g a n i z a­

tion of its int ention to inspect business records, all business r e­

cords m a i n t a i n e d  b y  the organization shall be available for r e view and 

e xamination  b y  the department at the organization's principal place of 

business, during regular business hours. The commissioner shall 

examine the busine ss records of an o r gani zation on a reg ular basis at 

least twice each calendar year.

(c) If the commissioner disapproves the propo sed operating plan 

or concludes, after examination, that the org anization is being

C S S S S B  4 0 8 (Fin) -4-
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administered contrary to statute or regulation, the commissioner shall 

n otif y the orga nization and all grantors in writing, specifying all 

deficiencies and p rescr i b i n g  appropriate remedies. If the o r g a niza­

tion fails to remedy deficiencies in accordance w i t h  the commission­

er's prescriptions w i t h i n  60 days after receipt of the notice, the 

commissioner m a y  commence proceedings under AS 06.01.030.

(d) The expenses of the department reasonably incurred in r e­

viewing and approving a proposed  operating plan or conducting an 

examination under this section shall be charged to and pa id b y  the 

organization in accordance w i t h  AS 06.01.010.

Sec. 06.50.050. PREEMPTION. If the commissioner determines that 

the exemption is nec essary to carry out the purposes of this chapter, 

the commissioner m a y  b y  regulation exempt transactions under this 

chapter by real prop erty liquidating organizations from any fee, 

authorization, permit, filing, or registration requirement of or 

administered by the department.

Sec. 06.50.100. DEFINITIONS. In this chapter

( 1 ) "commissioner" means the commissioner of commerce and 

economic development;

(2) "department" means the Department of Commerce and 

Economic Development;

(3) "grantor" means a federally or state chartered finan­

cial institution, federal or state agency, licensed insurer, or fi­

nancing company that conveys assets to, and thereby obtains a b e n e f i­

cial interest in and the right to participate in the management of, a 

real property liquidating organization;

(4) "real propert y liquidating organization" or "org aniza­

tion" means a corporation, trust, fund, partnership, joint venture, or 

other legal entity created to acquire, maintain, manage, market, sell,

-5- C S S S S B  4 0 8 (Fin)
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or otherwise dispose of real property in the state and to distribute 

to the beneficiaries, in accordance w i t h  the provisions of the o r g a­

nization documents, the proceeds derived from the sale or disposition 

of the property.

* Sec. 3. AS 18.56 is amended b y  adding a n e w  section to read:

Sec. 18.56.210. M A R K E T  STABILIZATION POWERS. The corporation 

may take appropriate action to stabilize the m a r k e t  price of and 

demand for re sidential housing in the state. To accompli sh the p u r­

poses of this section, the corporation m a y

(1 ) enter into agreements w i t h  state and federally c h a r­

tered financial institutions, state or federal agencies, insurers, and 

financing companies for the cooperative manage m e n t  and disposal of 

real property owned by the corporation, financial institutions, a g e n­

cies, or other contracting parties; and

(2 ) convey real p roperty and other assets to, and acquire a 

beneficial interest in, a real p r o perty liquidating organization 

established under AS 06.50.

* Sec. 4. AS 44.88.080 is amended by adding a n e w  p a r a g r a p h  to read:

(25) to convey real p r o pe rty and other assets to, and a c­

quire a beneficial interest in, a real property  liquidating o r g a­

nization established under AS 06.50.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

C S S S S B  4 0 8 (Fin) - 6 -
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FISCAL NOTE
Alaska industrial Development 

Agency Affected :and Export Authority 
BRU :  _____________________________________
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bilization Assistance Program 

Sponsor: Kelly and Sturgulewski 
Requestor:  ____________ _ ____________________ Components:.

EXPENDITURES/REVENUES: (Thousands of Dollar:)
OPERATING FY 8 8 FY 89 FY 90 FY 91 FY 92 FY 95

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING zero(0) zero(0) zero(0) zero(0)

CAPITAL $15.0 Mil zero(O) zero(0) zero (0)

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
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TOTAL
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J i S J U l i i
PO S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

-

ANALYSIS : (Attach a separate page if necessary)
**Funds will be appropriated from the Railbelt energy fund to the Alaska 

Stabilization Assistance fund established in the Alaska Industrial Development 
and Export Authority per SB 403.

Costs of administering the Alaska Stabilization Assistance Program will be 
absorbed by the Alaska Industrial Development and Export Authority 
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STATE OF ALASKA 
1988 LEGISLATIVE SESSION
REQUEST:

BILL VERSION: 
PUBLISH DATE:

CSSSSB 408 (Jud)

FISCAL NOTE

Revision D a t e : _______________________________Title; S tab i l i z a t io n  o f  the rea l es tate 
market, es tab lish ing  rea l property 

liqu ida t ing  organizations 
Requester. K e l ly  and Sturgulewski

Agency Affected: Commerce & Econ. Dev. 
BRU:_______________________________
rvimpnrmntfi- Banking. Securit ies &

Corporations
EXPENDITURES / REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

P E R S O N A L  SERVICES

TRAVEL
C ONTRACTUAL

SUPPLIES
EQUIPMENT

LAN D  & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

46 .0 46.0 46.0 46.0 4 6 .0

3 .2 - - - - — - -  !

TQTAL (?PERATIN<3 0 , 4 9 , 2 .  . 46 .0 46 .0 46 .0 . 46J2 .
CAPITAL

REVENUE 46 .0 46 .0 46 .0 46 .0 46 .0
FUNDING: (Thousands of dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER(Pgm. Rects .) 
TOTAL

3.2 O 0 0 .0
46 .0 46 .0 46 .0 46 .0 46 .0

0 49.2 46 .0 46 .0 46 .0 46 .0
POSITIONS:
FULL-TIME 0 1 1 1 1 1 1
PAR7TIME 1
T E M P O R A R Y i

1

ANALYSIS: (Attach a separate page if necessary.)

Revenue has been ca lcu lated on the assumption that l im ited  scope examinations 
would be conducted on these organ iza tions . To comply with the examination 
schedule as stated-, a t le a s t  twice each calendar yea r , an additiona l examiner
position would be'needed as well as computer equipment and software f o r  exami­
nation to o ls .  /
Frepared by: . Willis F. Kirkpatrick______ MzT ,_________________Phone: 465-2521____
Division:_______Banking. Secgritifts & Corporations___________  Date: 5-2-8B
Approved by Commissioner. 
Agency: Department o f C. Date:

Distribution (by preparer):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)
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STATE OF ALASKA BILL VERSION: SSSB 408
1988 LEGISLATIVE SESSION PUBLISH DATE:______________ _

REQUEST:__________________________F IS C A L  N 0 T E _____________________________
Revision Date: Agency Affected: Commerce & Econ. Dev.
Title: Stabilization of the real estate b r U : _____________________________________

market, establishing real property ________________

S p o n $ #  1 iouidating organizations nomnnnents: Banking, Securities &
Requester Kelly and Sturgulewski  Corporations

EXPENDITURES I REVENUES: (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

46.0 46 .0 46 .0 46 .0 46 .0

3 .2 — — — —

T5TAL.QE5RATIN8- _  0... . 49.2 4b.U 4b. U 4b.u 46.0

CAPITAL

REVENUE 28 .0 28 .0 28 .0 28 .0 28 .0
FUNDING: (Thousands of dollars)
GENERAL FUND 
FEDERAL FUNDS 
other (Pgm. Rects .) 
TOTAL

21.2 18 .0 18 .0 18 .6 18.0
28 .0 28 .0 28 .0 2«.U

0 49.2 46 .0 46 .0 4b.u 4b.U
POSITIONS:
FULLTIME
PARTTIME
TEMPORARY

0 1 1 1 1 1 1' ........1
___________________l___________________ -

ANALYSIS: (Attach a separate page if necessary.)
Revenue has been ca lcu lated on the assumption that lim ited scope examinations 
would be conducted on these organ izations . To comply with the examination 
schedule as sta ted , at le a s t  twice each calendar yea r , an additiona l examiner 
pos it ion  would be needed as well as c ^ u t e r  equipment and software f o r  exami­
nation t o o ls .

Prepared by:___W i l l i s .  F. K irkpatrick f/ / K ____________  Ph0ne: 465-2521
Division: Banking. Secu rit ies & Corporations ✓________ Date: 4- 20-88

Approved by Commissioner i    Date: 4-20-88
Agency: Qppart.mpnt o f  Comm^P^T^ Economic Development
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
impacted Agency(les) page_____of
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s M E M O R A N D U M S t a t e  o f  A l a s k a

THRU:

FROM:

Fiscal Note -  SB 408 DATE: April 22, 1988
FILE NO:

TELEPHONE NO:

SUBJECT: AS 06.01 .010 -  Li mi t
on Amount Chargeable 
f o r  an Examination.

W i l l i s  F. K irkpa tr ick , D irecto r 
D iv is ion o f  Banking, Secu rit ies 

Corporations 
Department o f  Commerce and Economic 

Development

I t  is  the in tent o f  the d iv is ion  to c o l le c t  from "rea l property 
liqu idating  organizations" provided fo r  in SB 408 the necessary funds 
to  cover the cost o f examining these organizations.
In order to accomplish th i s ,  the l im i t  on the maximum amount that can 
be charged ($7 ,500 ) must be addressed. This lim ita t ion  can be avoided 
in one o f  two ways:

a. Passage o f  HB 263 (now in conference) which w i l l  a llow the 
establishment o f  fees by regu la t ion s ; or

b. Amend Sec. 06 .50 .040 (d ) [page 5 , l in e  10, o f  work d ra f t  
4 /16/88 ] by adding a sentence a f t e r  "AS 06 .01 .010" to read, 
"The l im its  o f  AS 06 .01 .010 do not apply to th is  section.

WFK/sa4148s
42288b
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PROPOSAL F O R  THE E S T A BLISHMENT OF T H E  HALLWOO D A L A S K A N  
REAL ESTATE S T A B I L I Z A T I O N  TRUST . „

Of- / M > a 4-

A l i q u i d a t i n g  trust formed to liquidate on an orderly basis *fc 

Stable appraised prices in the inhPrpshR of the' BeneJEl-cU-*-ry

Institutions, the s j ^ l y  of^distressed real estate properties and 

loans c u r r e n t l v p ^ e r h a n g i n g  the Alaskan market.

^  13 /
Background

As a r e s u l t  of the  c u r r e n t  s e v e r e  r e c e s s i o n  in t h e  A l a s k a n  

economy which followed a period of strong economic growth in the 

c o m m e r c i a l  a n d  residential real estate market, Alaskan lending 

institutions and certain state and government agencies who have 

a s s u m e d  t h e  o b l i g a t i o n s  of f a i l e d  i n s t i t u t i o n s ,  are t o d a y  

b u r d e n e d  w i t h  an u n p r e c e d e n t e d  h o l d i n g  of "bad" real e s t a t e  

loans, some of which have been foreclosed and all of which are at 

l e a s t  p a r t i a l l y  n o n - p e r f o r m i n g .  Real estate values have been 

d e c l i n i n g  monthly. Although the d e cline in real estate values 

has been slow/^and the recession is seen to be bottoming out, the 

recovery is extremely fragile and p r i c e s  could be p r e cipitousl y 

collapsed if the overhanging real estate were offered back into 

the market at distressed prices for forced sale.

A l l i a n c e  Bancorporation ("Alliance") was recently formed b y  the 

merger of Alaska Mutual Bank, United Bank Alaska and United Bank 

A l a s k a  S o u t h e a s t e r n  a n d  w a s  r e c e n t l y  r e c a p i t a l i z e d  b y  t h e  

Hailwood Group Incorporated ("Hailwood") and the FDIC. Alliance 

c u r r e n t l y  h o l d s  s o m e  $300 million of bad real est .te loans of 

w h i c h  a b o u t  $80 m i l l i o n  h a s  a l r e a d y  b e e n  f o r e c l o s e d  and the 

b a l a n c e  b e i n g  in t h e  f o r m  of c l a s s i f i e d  and n o n  and p a r t l y  

p e r f o r m i n g  real e s t a t e  l o a n s .  T h e  F D I C ,  as R e c e i v e r  of the 

f a i l e d  F i r s t  I n t e r s t a t e  B a n k  of t h e  N o r t h ,  h o l d s  a b o u t  $200 

m i l l i o n  of "bad" l o a n s  of w h i c h  at l e a s t  h a l f  are p r o p e r t y  

r e l a t e d .  Additionally, Fannie Mae, the Federal Home Loan Bank 

B o a r d ,  A l a s k a  H o u s i n g  F i n a n c e ,  M G I C ,  N e w  York Life and other 

A l a s k a n  l e n d i n g  i n s t i t u t i o n s  a l l  h o l d  s i m i l a r  "bad" l o a n  

portfolios.



If any of the above institution^) were to "dump" their real estate 

h o l d i n g s  into the local market they would collapse the fragile 

p r i c e  s t r u c t u r e  a n d  e n s u r e  t h e  c o n t i n u a t i o n  of t h e  c u r r e n t  

r e c e s s i o n  to the detriment of not only themselves individually 

and as.a.group, but all Alaskan citizens and property owners.

The objective of "The Hailwood A l askan Real Estate Stabilization 

Trust" is to prevent a further declin e in real estate v a l u e s  by 

a l l o w i n g  the Trustee of the Trust to manage the liquidation of 

t h e  trust assets so as to prevent an oversupply of p r o p e r t y  in 

the local marketpl ace such as would cause further declines in the 

price of residential or commercial properties.

The P r o p o s a l .

In order.to maintain a stable market and to encourage a r e c o v e r y r 

Hailwood proposes the establishment of "The Hailwood Alaskan Real 

E s t a t e  S t a b i l i z a t i o n  T r u s t "  (the " T r u s t " )  t o  b e  f o r m e d  as a 

liquidating trust, with the purpo se of liquidating trust prop erty 

b y  .saleT©r-other disposition as p r o m p t l y  as shall be economically 

f e a s i b l e  in t h e  best interests of the Beneficiary Institutions 

and to distribute the distributable p roceeds to the Facilitating 

B e n e f i c i a r y . r l n s t i t u t i o n s  s o l e l y  and. exclusively in accordance 

with the provisions of a Distribution Agreement.

The. B o a r d  of Alliance Bank has alre ady agreed to subscribe its 

d i s t r e s s e d  portfolio of real estate assets to the Trust and we 

i n t e n d  to. invite the FDIC and the other concerned institutions 

mentioned; above to b e c o m e .subscribers to the Trust prior to its 

f o r m a t i o n ,  d a t e  o f . M a r c h  31, 1 988. F o l l o w i n g  subscription of 

ass.e.t.s t o  .-the.. T :r.us.t,.. -bemri'i^4-gt-ry .inst it.utions -w -i-11 o w n  . an
f

undivided interest in <.the Trust.. : .V. -

We anticipate that the transferred assets will consist of single 

f a m i l y  h o m e s ,  c o n d o m i n i u m  projects, apartment buildings, a few



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

centers and parcels of raw and improved land. We also anticipate 

r e c e i v i n g  n o n - p e r f o r m i n g  or p a r t l y  p e r f o r m i n g  mortgage loans 

secured b y  real estate.

It is our intention that all transferred assets will be recorded 

in the Trust's books at fair market v alue as of March 31, 1988. 

T h e  f a i r  m a r k e t  v a l u e  of real estate properties will be based 

upon current independent appraisals, sxeept’.-ftrr -fcfrose'-a-seebs -wh e r e* 

jdc~ sale w as pending and s u b s equently— etosed. In those cases, the 

p r o p o s e d  s e l l i n g  p r i c e  w i l l  be c o n s i d e r e d  as a more accurate 

i n d i c a t i o n  of f a i r  m a r k e t  v a l u e .  Fair market value of real 

estate loans will be based upon current independent appraisals. 

All a p p r a i s a l s  will be carried out in accordance with accepted 

appraisal methods by a qualified independent appraiser w h o  is a 

member^ of the American Institute o f .Real Estate Appraisers and 

w h o  r e g u l a r l y  p e r f o r m s  a p p r a i s a l  services for major financial 

institutions. Credit will be given in the appraisal process for 

any. income flowing from any transferred asset.

It is i n t e n d e d  t h a t  H a i l w o o d  w i l l  act as the Trustee for the 

Trust w h i c h  would be established for a ten-year period expiring 

in .March.1998. If all of the Trust assets have not been sold off 

b y  ..this- time,, then the Trust will come to an end unless a new 

f i v e - y e a r  l i q u i d a t i n g  t r u s t  is established by the Beneficiary  

Institutions. ,

c •• >*_* •* / ............

It..is. intended, .that a -Procedures Agreement would be drafted to 

e s t a b l i s h  a m i n i m u m  s a l e s  p r i c e  for e a c h  of the T r a n s f e r r e d  

A s s e t s .  . M i n i m u m  s a l e s  p r i c e s  w i l l  b e  b a s e d  u p o n  a p p r a i s e d  

y s l u e s  . .. 0  Th.e; P r o c e d u r e s ,  .Agreement,..will a l s o  e s t a b l i s h  

r e s t r i c t i o n s  on financing by the Trust although it is intended 

t h a t  t h e  Trust will offer financing to purchasers to assist in 

t h e  s e l l - o u t  ( s e e  " M a r k e t i n g " ) , .  T h e  r e q u i r e m e n t  o f  t h e  

P r o c e d u r e s  A g r e e m e n t  w i l l  a s s u r e  the Beneficiary Institutions



that no asset will be sold for less than a certain fixed amount 

and that the deferred port ion of any sales price will be p r o p e r l y  

secured and payable over a limited period of time. The Trustee's 

p o w e r s  and duties would be governed by a Trust Agreement which 

will general ly authorize the Trustee to preserve and manage but 

no t  to d e v e l o p  the Trust assets.d Accordingl y the Trustee has 

d i s c r e t i o n ,  for t h e  p u r p o s e  of marketing, to obtain n e c e ssary 

appraisals, feasibility studies, engineering studies or marketing 

s u r v e y s .  T h e  T r u s t  c a n n o t  u n d e r t a k e  to d e v e l o p  u n i m p r o v e d  

p r o p e r t i e s  t o  the e x t e n t  of commencement of any sort of major 

construction.

G e n e r a l l y  t h e  T r u s t e e  w i l l  l i m i t  e x p e n s e s  to a n y  £;?cessary 

manage ment costs such as taxes, insurance and maintenance and to 

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

Additionally, :the Trust may expend sums necessary to pres erve its 

p r o p e r t i e s  or prevent the enforcement of liens superior to the 

Trust!s -mortgage loan assets.

As to b o r r o w i n g  f u n d s ,  t h e  T r u s t  A g r e e m e n t  will provide that 

b o r r o w i n g s  shall not exceed an aggregate of 10% of total Trust 

assets at appraised value and further that borrowings m a y  only be 

made-fr om-the State-of Alaska,-secured on any future profit which 

m a y  -be - realized" ;£rom future, sales o f . Trust Assets. Under such 

b o r r o w i n g s  w e . w o u l d  e x p e c t  t he S t a t e  to roll o v e r  i n t e r e s t  

payments to the extent that such payments were not available out 

of Trust cash flow. It is not anticipated that the Trust will 

n e e d ' t o "  a v a i l  i t s e l f  of t h i s  b o r r o w i n g ,  f a c i l i t y  a n d  it is 

anticipated that the cash flow from the prospective sale of Trust 

assets: together with -the $15 million cash contribution which will 

be. c o n t r i b u t e d :by t h e 'State of Alaska (see "Assistance from the 

S t a t e  o f  Alaska""') w i l l  b e  s u f f i c i e n t  to" fund" all o n g o i n g  

operations of the Trust.

Under the terms of the Distribution Agreement, the Trustee will



first satisfy itself that sufficient working capital is available 

to the Trustee to operate the Trust and will then distribute

a) T o  t h e  B e n e f i c i a r y  I n s t i t u t i o n s  such sum as represents a 

p r o p o r t i o n a l  r e t u r n  of a p p r a i s e d  v a l u e  a n d  a n y  p r o f i t  

achieved thereon unless some drawdown shall have been made 

b y  t h e  T r u s t e e  under the standby credit facility from the 

State of Alas ka more p a r tic ularly ment ioned hereafter.

b) If such drawdown shall have been made, then any such profit 

s h a l l  f i r s t  be applied to repay with interest any advance 

made by the State.

The Trustee will b e  empowered to sell off JpJLocks of^ property to 

o t h e r  t r u s ^ s \ o r  corprfr^tions defGXat^d' to cN~tcrig te**^ h o l d i n g  

p e r i o q ^ s u c h  aa^t^jax currWfely proposed b y  the Commissioner for 

the Depar t m e n t  of Commerce and Economic Development for the State 

of Alaska and Sealaska Corporation.

As to the tax c o n s e q u e n c e s  of the T r u s t  to the B e n e f i c i a r y  

-Institutions,, .the. Trust will be treated as. a "Grantor Trust" for 

f e d e r a l -  i n c o m e  t a x  p u r p o s e s  a n d ,  as s u c h ,  a l l  t a x  t r u s t  

c o n s e q u e n c e s  f l o w  t h r o u g h  the T r u s t  to its b e n e f i c i a r i e s  in 

r a c c o r d a n c e  with' t h e i r - r e s p e c t i v e  i n t e r e s t s .  The Trust bene- 

-f icfcaeries - are" f u l l y  insulated,: on the o t h e r  "hand, f r o m  a n y  

liability.which might arise out of the various Trust Assets.

.To “enrsnrei “tha't * t h e  T r u s t  w i l l  d i s t r i b u t e  all d i s t r i b u t a b l e  

" p r o c e e d s - i n  a t i m e l y  m a n n e r : a n d  in accordance with the proper 

-percentages -to-the Beneficiary. Institutions, the Trust Agreement 

."Will" r e q u i r e  t h a t  the T r u s t ’s f i n a n c i a l  s t a t e m e n t s  will be 

'examined b y  a firm o f ' i n dep endent certified public accountants. 

-Following each" examination, the accountants will issue a letter 

to the Beneficiary Institutions stating whether all distributions 

h a v e  b e e n  m a d e  in a c c o r d a n c e  with the Trust Agreement and the 

Distribution Agreement.



The Trust Agreement will also require the Trustee to furnish the

following reports to benefi ciary banks:

a) A  m o n t h l y  statement of cash receipts and cash disbursements 

with a detailed description of all sales or dispositions of 

t r u s t  p r o p e r t y  and of a n y  m o d i f i c a t i o n s ,  a m e n d m e n t s  or 

extensions of obligations owing the Trust.

b) A  q u a r t e r l y  u n a u d i t e d  b a l a n c e  s h e e t ,  i n c o m e  s t a t e m e n t ,  

s t a t e m e n t  of T r u s t  p r i n c i p a l ,  s t a t e m e n t  of c h a n g e s  in 

financial position and a schedule of all distributions made 

during such quarter.

c) A  s e m i - a n n u a l  s u m m a r y  of the s t a t u s  of e a c h  Transferred 

Asset and a description of any negotiations then in progress

" concerning the sale or other disposition of such Transferred 

Assets.

d) An annual audited balance sheet, income statement, statement 

of T r u s t  p r i n c i p a l ,  s t a t e m e n t  of c h a n g e s  in f i n a n c i a l  

position and a schedule of all dispositions made during the

' c " ' y e a r . ~

e) In connection with the examination of the annual reports and 

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

accountants must issue letters stating:

I." " t h a t  t h e  s a l e s ' a n d  d i s t r i b u t i o n s  m a d e  d u r i n g  t h e  

preceding year were in accordance w ith the terms of the

•. . . . Trust Agreement, Procedures Agreement and Distribution

Agreement, and,'



ii. w i t h  r e s p e c t  to the i n t e r n a l  financia l controls and 

p r a c t i c e s  o f  t h e  T r u s t ,  s e t t i n g  f o r t h  s u c h  

r e c o m m e n d a t i o n s  as t h e  i n d e p e n d e n t  c e r t ified public 

accountants may consider appropriate.

Assistan ce from the State of Alaska

In o r d e r  to e n s u r e  t h a t  the T r u s t  is f u n d e d  w i t h  s u f f i c i e n t  

w o r k i n g  capital, we shall request the State of Alaska, -fefrreagh- 

one or more of its agencies, to appropriate and subscribe the sum 

of $15 m i l l i o n  in cash to the Trust for which the State shall 

receive a beneficial interest in the Trust, in proportion to its 

subscription.

We anticipate that this $15 million plus the proceeds of sale of 

Trust Assets will be sufficient to ensure the continuity of the 

T r u s t  a n d  t h e  p a y m e n t  o f  a l l  m a r k e t i n g  a n d  g e n e r a l  a n d  

a d m i n i s t r a t i v e  costs and expenses of the Trustee, for at least 

one year. At the end of the year if the Trust requires further

f u n d i n g ,  f r o m  t h e  State, we shall report our then positi on and

request*'a-f u rth er-sum of Up t o -$15 million f o r  the next current 

y e a r  in t h e  f o r m  of a l oan from the State to be secured by a

first lien-on any. profit that m a y  be realized by the Trustee from

f u t u r e  sales: .of T r u s t  A s s e t s ,  s u c h  l o a n  to b e a r  interest  at 

c u r r e n t  m a r k e t  .rates*; The Trust shall have the - power to. roll 

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

a v a i l a b l e  f r o m  profits generated from Trust operations to make



settlement. Repayment of interest and principal upon such loans 

d r a w n  down during the life of the Trust shall have priority to 

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

Benefi ciary Institutions.

Marketing

Immediately following the establishment of the Trust, the Trustee 

shall prepar e a cash flow projection to determine how quickly the 

B e n e f i c i a r y  I n s t i t u t i o n s  can reasonably expect the transferred 

a s s e t s  to b e  s o l d  and to what extent their interests could be 

converted into cash. At the outset the Trustee will review all 

of the non-performing real estate loans and real estate owned to 

i d e n t i f y  e s s e n t i a l  p r o b l e m  a r e a s .  P r o b l e m s  i n v o l v i n g  

c o n s t r u c t i o n ,  d e s i g n ,  budgets, cash flow, management location, 

competition, marketing techniques and various other factors must 

be analyzed to determine the causes of non-performance or under­

performance for each specific asset. Independent appraisals will 

have to be obtained to arrive at a minimum selling price for each 

real estate pro perty and further, an initial status report must 

b e  p r e p a r e d  for the real estate unit for each asset containing 

the description of the asset, the loan history, net book value, 

current status, pending litigation.

r v u u ? t  a.cr v  r <? v .x k :: • ..
For real estate owned, professional q u a l i t y  sales packages will 

need to be prepared for each real estate property. Each package

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

8
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i m p r o v e m e n t s ,  i n c o m e  and expense information, lease abstracts, 

information on available utilities, zoning, taxes, etc.

Regarding loan workouts, the Trustee will evaluate the financial 

c o n d i t i o n  of the debtor and the prospect for recovery and will 

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

a d d i t i o n a l  c o l l a t e r a l  in a d d i t i o n  t o  v a r i o u s  t y p e s  o f  l o a n  

m o d i f i c a t i o n ,  i n t e r v e n t i o n  in management or leasing, increased 

m o n i t o r i n g  and c o n t r o l  of c o l l a t e r a l  and p o s s i b l e  turnaround 

methods may also be considered.

Both real estate owned and real estate loans deemed appropriate 

for foreclosure, i.e., future real estate owned, will be marketed 

for s a l e  although particular care will be taken with regard to 

t h e  ' a m o u n t  and pricing' of real estate ' offered for sale in the 

l o d a l  A l a s k a n  marketplace. The major marketing effort will be 

m a d e  t o ' f o r e i g n ,  i.e., n o n - A m e r i c a n ,  p r o s p e c t i v e  p u r c h a s e r s  

through'Hailwood's international network around the world.

H a i l w o o d  is a public Company listed on the New York and London 

"Stock"Exchange, spe'Ciali'zing in t h e " f i n a n c i a l  services industry 

and owned by approximately 35,000 shareholders and institutional 

i n v e s t o r s .  P r o m i n e n t  a m o n g s t  these are the Fidelity G r o u p  of 

Boston", brie of the largest fund managers in the United States, 

with offices in London, Hong Kong, Singapore, and various other 

c o u n t r i e s .  F i d e l i t y  o w n s  a p p r o x i m a t e l y  1 1 . 2 %  of H a i l w o o d ' s

i



e q u i t y .  A n o t h e r  m a j o r  shareholder is M&G, one of the largest 

fund m a n a g e r s  in the U n i t e d  K i n g d o m ,  c o n t r o l l e d  by Kleinwort 

B e n s o n ,  an i n t e r n a t i o n a l  m e r c h a n t  b a n k  w i t h  a major presence 

a r o u n d  t h e  w o r l d .  H a i l w o o d  has considerable expertise in the 

liquidation and management of distressed real estate. In 1979, 

H a i l w o o d  r e s t r u c t u r e d  First Pennsylva nia Mortgage Trust, a New 

York Stock Exchange listed real estate investment trust, owning a 

m a j o r  p o r t f o l i o  of d i s t r e s s e d  real e s t a t e  and mortgage loans 

located throughout the United States.

In 1 9 8 1  Hailwood restructured the Umet Trust, a New York Stock 

Exchange listed real estate investment trust formed by Union Bank 

of California, again holding a m ajor portfolio of distressed real 

estate and real estate loans.

In 1983 Hailwood restructured the Institutional Investors Trust, 

yet-another N e w  York Stock -Exchange listed-real estate investment 

trust,- this time formed, by Donaldson, Lufkin, Jenrette, the New 

York investment bank, again holding a portfolio of poor quality 

distressed real e s t a t e v  -Finally, in 1 9 8 4 , - Hailwood acqu ired-the 

a s s e t s  .of. The Twenty_ Seven Trust which was formed to liquidate 

the a s s e t s  of .the bankrupt Chase Manhattan Mortgage and Realty 

T r u s t  for the. b eneficiaries of 26 creditor banks and the FDIC. 

This current proposal is based upon the arrangements entered into 

b y  t h e  c r e d i t o r  .banks and the FDIC for the liquidation of The 

Twenty Seven Trust's assets.



Over the years, Hailwood has liquidated the assets of all of the 

a b o v e  throu gh its Cleveland-based P rope r t y  Liq uidation Division 

and has perfor med several similar functions in the United Kingdom 

w h e r e  w e  h a v e  l i q u i d a t e d  the a s s e t s  of B a n k  a n d  C o m m e r c i a l  

H o l d i n g s  L i m i t e d  a c q u i r e d  in 1 9 7 8 ,  W e s t  K e n t  Estates Limited 

acquired in 1980, Redfern and Rankpert Limited acquired in 1981 

and the G lobe Group of Companies acquired in 1985.

T h e  t o t a l  v a l u e  of real estate properties and loans liquidated 

over the last five years is in excess of $300 million.

H a i l w o o d : i n t e n d s '  t o  o f f e r  the A l a s k a n  real e s t a t e  a s s e t s  to 

-inve s t o r s  i n - J a p a n ,  Hong Kong, Taiwan, Australia, New Zealand, 

M a l a y s i a ,  S i n g a p o r e ,  t h e  P h i l i p p i n e s ,  K o r e a ,  C a n a d a ,  S o u t h  

- A m e r i c a ^ - G e r m a n y * -“S w i t z e r l a n d ,  H o l l a n d ,  t h e  U n i t e d  K i n g d o m ,  

F r a n c e , " S c a n d i n a v i a  and also in the U.S. Sales brochures will 

•-stress -the '.current A l a s k a n '  e c o n o m i c - c l i m a t e  and the cyclical 

nature of the economy and likelihood of early recovery. Foreign 

investors will be=of fered a speculative real estate investment on 

a highly-leveraged,-: n o n r e c o u r s e  basis. For the payment of a 20% 

d eposi t , - b u y e r s  w i l l'be speculating o n -the dollar, the oil price 

a n d  t h e  A l a s k  a n  - e c o n o m i c  r e c o v e r y  w i t h  t h e  b e n e f i t  of an 

a t t r a c t i v e  l e a n  p a c k a g e .  In short, anywhere where there is a 

local investment market and no exchange controls, Hailwood will 

f i n d  and m o t i v a t e  an e x p e r i e n c e d  local agent to offer Alaskan



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

c o m m  :cial. B u y e r s  w i l l  also be offered a management service 

w h e r e  o u r  l o c a l  m a n a g e r s  w i l l ,  for a small fee, m a n a g e  local 

i nvestment properties  on behalf of non-resident investors, seek 

n e w  tenants and advise as to prospects for resale. We believe 

that marketing to foreign investors in this way will not pose a 

threat to the stability of the local market as an investor buying 

from Hailwood will be buying on a long term hold with a v i e w  to a 

large capital gain some years in the future.

H a i l w o o d  w i l l  a l s o  b e  o r g a n i z i n g  r e g u l a r  m a r k e t i n g  t r i p s  to 

Alaska b y  foreign investors, many of who m m a y  also be interested 

in. other Alaskan commercial investment projects.

Management

T h e  T r u s t e e  w>3rl e n t e r  ijito agreem^n't w i t h  A l l i a n c e  w h e r e b y  

A l l i a n c e ,  w i l l  p£gyitJe t h e  tra^t with management services on a 

non-profit*. recovery of costs only, basis^utilizing the services 

of G o r d o n  W i l l h i t e . a n d  his 50-strong workout staff. The Trust 

w.iil b e - a d m i n i s t e r e d  . from offices vin Anchorage and the Trustee 

w i l l  e m p l o y  a n d / o r  r e t a i n  employee s, real estate consultants, 

real, estate brokers, real, estate management ard leasing agents, 

a p p r a i s e r s , - a r c h i t e c t s ,  e n g i n e e r s ,  m o r t g a g e  c o r r e s p o n d e n t s ,  

mortgage servicing, agents, escrow agents, attorneys, accountants 

a n d . a n y  other such.persons as the Trustee may deem necessary to 

assist- it in fulfilling the purpose of the Trust.

12
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In order to facilitate the sale of Trust Assets, the Trustee m a y  

grant a loan to purchasers to facilitate such sale as follows:

1. Subject to receiving a cash deposit of 20% of the purchase 

price, the Trust may grant a non-recourse loan secured by a
4

v a l i d  first mortgage lien on the asset sold for a term of 

n o t  m o r e  t h a n  t w e n t y  y e a r s  on an a m o r t i z i n g  b a s i s  at a 

variable rate of interest floating not less than one point 

a b o v e  A l l i a n c e  B a n k  m i n i m u m  lending rates as posted from 

time to time.

2. Should an asset be sold with less than 20% deposit, then the 

T r u s t e e  m a y  sell the a s s e t  with a twenty year amortizing

 - - l o a n  as described above but with recourse to the credit of

"  " 'the p u r c h a s e r /

3. If the deposit of 25% or more is received, then the Trustee 

'may l e n d  up to t w e n t y  years on an interest only basis as 

' described'above. ~ - - - **

4 V  ~ Under no circumstances may the Trustee sell with less than a 

5% deposit. ' rv

U p o n  t h e  f o r m a t i o n  o f  t h e  T r u s t ,  e a c h  of t h e  B e n e f i c i a r y  

Institutions shall "be entitled to nominate a committee member to

1 3



the Trust Committee. The Trust Committee shall have the power to 

remove the Trustee and appoint a successor Trustee in the event 

of a n y  b r e a c h  of the T r u s t  Agreement, Procedures Agreement or 

D istribution Agreement.

F e e s  t o  t h e  T r u s t e e s

H a i l w o o d  as Trustee will not receive any fee in respect of its 

services hereunder as it is acting to preserve its own financial 

i n t e r e s t s  as 85% shareholder of Alliance. In effect, Hailwood 

will be receiving an indirect fee in that Alliance staff costs in 

its workout department will b e  p a r t i a l l y  reduced by the formation 

of the Trust.

In the event that Hailwood exercises its put to the FDIC and is 

thereafter, no longer a m ajor shareholder of Alliance, Hailwood's 

s e r v i c e s  as manager and Trustee will still be available to the 

T r u s t  on a fee. b a s i s  s h o u l d  B e n e f i c i a r y  Institutions request 

Hailwood to continue its Trusteeship.

T h e  T r u s t e e  will expect to be reimbursed for all its n ecessary 

expenses expended in connection wi th the Trust's business.

March 17,. 1988 The Hailwood Group Incorporated

767 Third Avenue 

New York, NY 10017
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P R O C E E D I N G S

M R .  S M I T H :  M a y b e  s o  t h e  B o a r d  g e t s  t h e  f u l l

f l a v o r  o f  w h a t ' s  o u t  t h e r e  J a y  S c h m i d t  w o u l d  c o m m e n t  i n s o f a r  a s  

h a  f e e l s  i t ' s  a p p r o p r i a t e  t o  d o  s o  o n  t h e  e x c h a n g e  p r o g r a m  t h a t  

h e ' s  d i s c u s s e d  w i t h  y o u ,  R o n ,  a n d  w i t h  m y s e l f .

M R .  S C H M I D T x  T h a n k  y o u ,  M r .  C h a i r m a n .  We h a v e  

h a d  d i s c u s s i o n s ,  a s  I  s a i d .  I ' d  l i k e  t o  j u s t  p o i n t  o u t  t h a t  

o v e r  t h e  l a s t  y e a r  w e ,  a l o n g  w i t h  r h *  c o o p e r a t i o n  o f  A l a s k a  

H o u s i n g  h a v e  t a k e n  —  u n d e r t a k e n  a  m a j o r  m a r k e t i n g  e f f o r t  

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

a g o  w h a n  w o  f i r o t  a t a r t c d  l o o l i i n g  a t  t h i a  a t  b a a a m i r . g  m a a fc  

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

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

t h e  m a r k e t ,  t o  p r o t e c t  t h e  m a r k e t  t o  w h a t e v e r  e x t e n t  w e  c o u l d ,  

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

T h e  r e s u l t s  o f  t h e  p r o g r a m  t h a t  w e  r a n  l a s t  y e a r  

a n d  a r e  c o n t i n u i n g  t o  r u n  w e r e  e n c o u r a g i n g .  W e s o l d  m o r e  

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

o f  t h e  t h i n g s  t h a t  w e  l e a r n e d  w a s  t h a t  t h e r e  i s  a  s i g n i f i c a n t  

s e a m e n t  o f  t h e  c o n d o m i n i u m  m a r k e r  w h i c h  w p  nannor * * 1 1 .

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

l o c a t i o n ,  t h e  t y p e  o f  p r o d u c t ,  a n d  w e ' r e  f a c e d  w i t h  a  s i t u a t i o n  

w h e r e  w e  h a v e  l i t t l e  a l t e r n a t i v e  r i g h t  n o w  o t h e r  t h a n  t o  l o o k  

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

r i s k ,  t o  c u t  t h e  l o s s .  A n d  t h e  c o n c e p t  t h a t  R o n  w a s  s p e a k i n g

•  lO H » T » t t T ,* U lT *  IO I 5 0B W  1ROAVCNUC . IOOTW. JR D A V 1N U 1  
377-OI71-177-OI7I 177 9S4I 171-7919
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a b o u t  r e g a r d i n g  c l e a r i n g  o u t  u n i t s ,  t a r g e t i n g  t h e  v i a b l e  u n i t a ,  

s t r e n g t h e n i n g  t h o s e  u n i t a  i 3  o n e  t h a t  —  o n e  t h a t  w e  a g r e e d  i s  

a  l e g i t i m a t e  s t r a t e g y .

T h e  e x c h a n g e  p r o g r a m  i s  a l s o  a  c o n c e p t  w h i c h  w e  

t h i n k  h a s  m u c h  m e r i t  a s  a  t o o l  t o  N u m b e r  ( 1 )  a s s i s t  u s  i n  

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

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

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

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

u n i t s  a n d  t h e y  c a n n o t  m o v e  b o t h  A K F C ,  M G I C  a n d  t h e  S t a t e  s u f f e r .  

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

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

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

T h e  m e c h a n i c s ,  t h e  s p e c i f i c  m e c h a n i c s  o f  a  

p r o g r a m  o f  t h i s  s o r t ,  I ' m  n o t  c e r t a i n  i f  w e  w a n t  t o  g e t  i n t o  

t h o s e  —  i n t o  t h o s e  s p e c i f i c  i s s u e s  b e c a u s e ,  a s  R o n  c a n  

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

w e  —  h o w  t h e  i n s u r a n c e  a c t u a l l y  w o r k s .  B u t ,  i n  e s s e n c e ,  w h a t  

w e ' r e  t a l k i n g  a b o u t  f o r  p u r p o s e s  f o r  t h e  M G I C / A H F C  r e l a t i o n s h i p  

i s ,  i s  t h a t  t h e  t r a d e  o f  a  u n i t  t o  a  b o r r o w e r  i n  a n  e x i s t i n g  u n i t  

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

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

A l a s k a  H o u s i n g .  W e p a y  t h e  l o s s  t h a t  w e  a r e  o b l i g a t e d  t o  p a y  o n  

a  c u r r e n t  b a s i s ,  a n d  A l a s k a  H o u s i n g  i s  —  h a s  a  —  t h e y ’ r e  s t i l l  

i n  t h e  p o s i t i o n  o f  o w n i n g  a  g o o d  a s s e t ,  t h a t  m o r t g a g e ,  w i t h  t h e
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b o r r o w e r  w h o  i s  c o n t i n u i n g  t o  m a k e  h i s  p a y m e n t s .  A n d  w e  a r e  

l e f t  i n  t h e  i n s u r a n c e  r e l a t i o n s h i p  a s  w e  w e r e  p r e v i o u s l y .  We 

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

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

w i t h  t h e  t r a d e  o f  p r o p e r t y .

N o w ,  y o u  k n o w ,  i n  t e r m s  o f  o u r  s e t t l e m e n t  a n d  t h e  

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

h a v e  n o t  g o t t e n  t o  t h e  p o i n t  o f  w h e r e  w e  h a v e  b e e n  a b l e  t o  a g r e e  

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

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

u s e  r e a l i s t i c  ( i n d i s c e r n i b l e )  v a l u e s  t h a t  w e  b o t h  c a n  a g r e e  u p o n .  

A n d  I ' m  c o n f i d e n t  t h a t  w e ' l l  b e  a b l e  t o  w o r k  a  p r o g r a m  o f  t h i s  

s o r t  o u t .  I t ’ s  j u s t  t h a t  w e ' r e  n o t  t h e r e  r i g h t  n o w .  W e ' r e  i n  

v e r y  c o n -  —  r a t h e r  c o n c e p t u a l  s t a g e s .

M R .  S M I T H :  J a y ,  i f  I  c o u l d  a s k  y o u  a  f e w

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

b e c a u s e  w e  h a v e  —  w e  h a v e  m a n y  e c o n o m i s t s  t h a t  l i k e  t o  a r g u e  

a b o u t  A l a s k a  f r o m  a  t h e o r e t i c a l  c o n t e x t ,  a n d  M G I C  —  i f  I  

u n d e r s t a n d  i t  c o r r e c t l y  i s  a c t i v e  i n  a l l  5 0  s t a t e s ;  a r e n ' t  y o u ?

M R .  S C H M I D T :  Y e s ,  s i r .

M R .  S M I T H :  A n d  y o u  h a v e ,  a s  I  u n d e r s t a n d  i t ,  i n

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

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

m a r k e t  s t a b i l i z a t i o n  m a k e s  s o m e  s e n s e  u p  h e r e ,  h a v e n ' t  y o u ?

M R .  SCHM IDT: W e l l ,  w e  h a v e  n o t  a u c t i o n e d  p r o p e r t y
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i n  A l a s k a .  W e h a v e  a u c t i o n e d  p r o p e r t i e s  i n  o t h e r  s t a t e s .

M R .  S M I T H :  O k a y .

M R .  S C H M I D T :  B u t ,  y e s ,  w e  h a v e  d o n e  a  l o t  o f

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

h a v e n ' t  r e a c h e d  t h i s  c o n c l u s i o n  i n  a  h a s t y  f a s h i o n .

M R .  S M I T H :  W e l l ,  I  t h i n k  —  ' c a u s e  o n e  o f  t h e

a r g u m e n t s  t h a t  w e  —  t h a t  R o n  a n d  I  h e a r  a  l o t  i n  J u n e a u  i s  t h a t  

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

i s n ' t  a n  a p p r o p r i a t e  r o l e .  A n d  w h a t  I  h e a r  M G I C  s a y i n g  i s  y o u ' v e  

l o o k e d  a t  t h e  s i t u a t i o n  u p  h e r e  a n d  t h a t  a  m a r k e t  s t a b i l i z a t i o n  

p r o g r a m  i n  t h i s  p a r t i c u l a r  m a r k e t  d o e s  m a k e  s e n s e  f r o m  M G I C ' s  

p e r s p e c t i v e .

M R .  S C H M I D T :  Y e s ,  w i t h o u t  a  d o u b t .f

M R .  S M I T H :  C a n  y o u  e x p l a i n  w h y  y o u  g o t  t h e r e ?

M R .  S C H M I D T :  W e l l ,  t h e r e  a r e  a  c o u p l e  o f  u n i q u e

f a c t o r s  t h a t  w e  h a v e  a t  p l a y  i n  A l a s k a .  P r o b a b l y  t h e  m o s t  

s i g n i f i c a n t  f a c t o r  i s  t h e  o v e r w h e l m i n g  p o s i t i o n  t h a t  A H F C  h o l d s  

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

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

r e l a t i v e l y  —  n o t  r e l a t i v e l y ,  v e r y  c o m p l e x  s t r a t e g y  w o r k  w h e r e  w e  

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

w h e r e  i n t e r e s t s  a r e  m o r e  d i v e r s e  i t ' s  e x t r e m e l y  d i f f i c u l t ,

i m p o s s i b l e  t o  t r y  t o  a c h i e v e  t h e  s a m e  g o a l .

S o  t h e  f a c t  t h a t  w e  h a v e  A l a s k a  H o u s i n g  a n d

F a n n i e  M a e  a n d  M G I C ,  a l l  o f  w h o m  h a v e  s i g n i f i c a n t  a n d
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c o n c e n t r a t e d  e x p o s u r e  a n d  a l l  o f  w h o m  h a v e  a  w i l l i n g n e s s  a n d  a  

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

T h e  o t h e r  f a c t o r s  t h a t  a r e  u n i q u e  i n  A l a s k a  a r e

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

g e o g r a p h i c  a r e a .  Y o u  k n o w ,  w e  c a n  d o  a  l o t  o f  g o o d  i n  t h e  C i t y  

o f  A n c h o r a g e  a n d  i n  F a i r b a n k s  a n d  i n  o t h e r  c i t i e s ,  p r i m a r i l y  i n  

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

m u c h  g r e a t e r  a n d  t o  a  m u c h  g r e a t e r  e x t e n t  i n  A l a s k a  t h a n  t h e y

w o u l d  b e  i f ,  f o r  e x a m p l e ,  w e  w e r e  w o r k i n g  i n  H o u s t o n .  T a k i n g

1 5 0  o r  3 0 0  o r  5 0 0  u n i t s  o f f  a  m a r k e t  i n  H o u s t o n  d o e s n ' t  h a v e  t h e  

s a m e  o v e r a l l  e f f e c t  a s  i t  d o e s  i n  t h e  C i t y  o f  A n c h o r a g e .

T H E  O P E R A T O R :  E x c u s e  m e .  T h i s  i s  t h e  c o n f e r e n c e

o p e r a t o r  a n d  I  s h o w  t h a t  J o h n  M o o r e  i s  n o t  o n  t h e  l i n e  a n y

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

M R .  S M I T H :  H e  m a y  h a v e  h u n g  u p  v o l u n t a r i l y ,

O p e r a t o r .

T h a n k  y o u .

T H E  O P E R A T O R :  O h ,  o k a y .  I ' m  s o r r y  t o  i n t e r r u p t .

M R .  S M I T H :  G o  a h e a d ,  J a y .

M R .  S C H M I D T :  N o .  I  t h i n k  t h o s e  a r e  t h e  t w o

m a j o r  f a c t o r s  t h a t  c o m e  t o  p l a y  i n  A l a s k a  t h a t  l e a d  u s  t o  t h e
4

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

M R .  S M I T H :  T h e  o n e  o t h e r  a r e a  t h a t  I  t h i n k ' s

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

s t r a t e g y  w i l l  h a v e  o n  t h o s e  p e o p l e  w h o  a r e  p r e s e n t l y  i n  t h e i r
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c o n d o s  w h o  m a y  b a  d e l i n q u e n t  —  t h a t  a r e  t h e  H O P  p r o g r a m  t y p e  o r  

p e o p l e .  D o  y o u  —  h a v e  y o u  a n a l y z e d  w h e t h e r  t h i s ' l l  h e l p  t h o s e  

p e o p l e ' s  e q u i t y  s i t u a t i o n  a n d  h e l p  t h e m ,  i n  f a c t ,  s t a y  i n  t h e  

m a r k e t ?

M R .  S C H M I D T :  W e l l ,  w e  h a v e n ' t  d o n e  a  s p e c i f i c

a n a l y s i s  o f  t h a t  n a t u r e ,  M r .  C h a i r m a n .  B u t ,  c o m m o n  s e n s e  t e l l s  

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

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

s i g n i f i c a n t  n e g a t i v e  e q u i t y  p o s i t i o n  i n t o  a n o t h e r  u n i t  w h i c h  i s  

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

i n  t h e  i m p r o v e m e n t  i n  t h e  e c o n o m y  a n d  a  u n i t  t h a t  m o r e  

a d e q u a t e l y  s u i t s  t h a t  i n d i v i d u a l ' s  n e e d s  t h a t  y o u ' v e  e n h a n c e d  

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

s a t i s f i e d  t o  r e m a i n  i n  t h a t  u n i t  s i g n i f i c a n t l y .  B u t ,  

( i n d i s c e r n i b l e )  r i g h t  n o w ,  n o , -  w e  h a v e n ' t  b e c a u s e  t h e r e  a r e  

i s s u e s  t h a t  h a v e  t o  b e ,  y o u  k n o w ,  r e s o l v e d .  H o w  —  y o u  k n o w ,  

w h a t  a r e  t h e  s p e c i f i c  t e r m s  o f  t h e  t r a d e  o r  t h e  e x c h a n g e  a n d  i t ' s |  

r e a l l y  a  s u b j e c t i v e  q u a l i t a t i v e  s o r t  o f  a n a l y s i s  t h a t  w e ' v e  d o n e , ]  

a n d  c o m m o n  s e n s e ,

M R .  S M I T H :  O k a y .  J a y  —  y e a h .  J a y ,  j u s t  f o r

t h e  r e c o r d  b e c a u s e  I ' m  g o i n g  t o  h a v e  t h i s  t r a n s c r i b e d  a n d  g i v e  

i t  t o  t h e  S e n a t e  a n d  t h e  H o u s e  w h o  a r e  c o n s i d e r i n g  t h e s e  k i n d s  

o f  q u e s t i o n s  a n d  i n c l u d i n g  t h e  a u t h o r i t y  t o  d o  t h e s e  k i n d s  o f  

t h i n g s .  Y o u ' r e  a  v i c e - p r e s i d e n t  o f  M G I C ,  r i g h t ?

M R .  S C H M I D T :  R i g h t .
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M R .  S M I T H :  H o w  l o n g  a n d  w h a t ’ s  y o u r  j o b  t h e r e ;

h a v e  y o u  w o r k e d  i n  a l l  t h e  s t a t e s ?

M R .  S C H M I D T :  I ' v e  b e e n  w i t h  M Q I C  f o r

a p p r o x i m a t e l y  s i x  y e a r s .  I ’ m  a  v i c e - p r e s i d e n t  w o r k i n g  i n  t h e  

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

s p e c i a l  p r o j e c t s .  W e  w o r k  c l o s e l y  w i t h  h o u s i n g  a g e n c i e s  i n  ___

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

s i t u a t i o n s ,  g e n e r a l  i n v o l v e m e n t  w i t h  o u r  R E O  a c t i v i t i e s  a s  w e l l .

M R .  S M I T H :  S o  t h a t  t h e  t h i n g s  t h a t  y o u ' v e  j u s t

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

n o r m a l  c o u r s e  o f  b u s i n e s s  a n d  t h a t ' s  y o u r  r e s p o n s i b i l i t y  f o r  

M G I C ?

M R .  S C H M I D T :  Y e s ,  s i r .

M R .  S M I T H :  T h a n k  y o u  v e r y  m u c h ,  J a y .  I  t h i n k

i t ' s  b e e n  v e r y  h e l p f u l .

M R .  S C H M I D T :  A p p r e c i a t e  t h e  o p p o r t u n i t y .

M R .  S M I T H :  A n y  q u e s t i o n s  f r o m  a n y  o ^ h e r  B o a r d

m e m b e r s ?

1035

(END OF REQUESTED PO RT IO N )
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LEGISLATIVE AFFAIRS A G E N C Y

M E M O R A N D U M  April 30, 1988

SUBJECT: Real pro perty liquidating p r o g r a m
(CSSSSB 408)

TO: Senator Jan Faiks

\(/FROM: T amara Brandt Cook/^fi
Director 
D i v ision of Legal Services

Here is the sectional analysis that you requested.

Section 1 . This is a statement of legislative findings and 
i n t e n t . The legislature finds that there have b e e n  failures 
of state and federally chartered financial institutions, 
agencies currently h o l d  portfolios of distre ssed real estate 
loans a n d  property, financial institutions, businesses and 
agencies n e e d  to be p e r m itted to cooperate in administering 
these properties, and maintenance of stable real estate m a r­
kets a n d  a stable banking system is essential to the e co no­
my. The legislature intends to ensure stability of the 
b a nki ng system and real estate markets b y  displacing compe­
tition w i t h  government regulation in m a tters relating to 
manageme nt and disposition of real prope r t y  by authorizing 
creation of real property liquidating organizations under 
state supervision.

Section 2 . This is a n e w  chapter relatin g to the real 
property 'liquidating program.

Sec. 06.50.010 requires the director of banking, securities, 
and corporations to administer the chapter. He must report 
annually to the legislature.

Sec. 06.50.020 permits the formation b y  three or more 
grantors of a real pro perty liquidating organization. 
Organizational documents must b e  r e v i e w e d  and approved by 
the director and the governor and must m e e t  certain itemized 
r e q u i r e m e n t s .



S e n a t o r  F a i k s
P a g e  2
A p r i l  30, 1 9 8 8

Sec. 06.50.030 requires an organization to retain  a c e r­
tified public accountant to annually prepare and submit to 
the division an audited balance sheet containing specified 
information. The accountant m u s t  c e rtify  that all 
dispositions of real estate and loans during the year were 
made in accordance w i t h  the organiza tion documents and this 
chapter, or identify variances, and provide recommendations 
w i t h  respect to internal financial controls. The o rganiza­
tion is also required to file a report on its operations 
quarterly.

Sec. 06.50.040 requires the director and the governor to 
approve or disapprove a propo s e d  operating plan of an 
organization. The director must also inspect business 
records of an organization on a regular basis at least twice 
each year. If the director concludes that the organization 
is b e i n g  administered m a t e r i a l l y  contrary to law, regulation 
or a previ ously approved operating plan, he m a y  prescribe 
appropriate remedies. If the o r g a n i z a t i o n  fails to remedy 
deficiencies, the director may b e g i n  proceedings to dissolve 
the organization. Expenses incurred in reviewing 
organization reports a n d  conducting inspections shall be 
charged to the organization.

Sec. 06.50.050 requires the legislative auditor to audit 
each organization at least once a year. The auditor shall 
prepare a report summarizing findings for the president of 
the senate, speaker of the house, a n d  Legisl a t i v e  Budget and 
Audit committee. The repo rt is made public o n  approval of 
the committee.

Sec. 06.50.060 exempts an org anization and persons involved 
w i t h  organizations from AS 45.50.471 - 45.50.596 (Unfair 
Trade Practices and Consumer Protection; Monopolies; R e­
straint of T r a d e ) . “

Sec. 06.50.100 provides definitions of director, grantor and 
real property liquidating organization.

Section 3 . The Alaska Housing Fina nce C orporatio n is gran- 
ted broad authority to enter into agreements for cooperative 
manageme nt and disposal of real proper ty and convey pr operty 
to or acquire a b eneficial interest in a real property 
liquidating organization, if state corporations and agencies 
are granted a priority to assets of the organization.

Section 4 . The division of banking, securities, and 
corporations is established in the D e partment of Commerce
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A p r i l  30, 1 9 8 8

and Economic  Development. The director is appointed by the 
governor to a four year term. Qualifications for the 
director are set out.

Section 5 .  ̂ The A l a s k a  Industrial Development and Export 
A u t h o r i t y  is granted power to convey assets to and acquire a 
benefi cial interest in a real pro perty liquidating o r g a­
nization, if state corporations and agencies are granted a 
priorit y to assets of the organization.

Section 6 . Except section 4 the foregoing substantive 
provisions of the bill are repealed.

Section 7 . The substantive provisions take effect June 1,
T $ W .

Section 8 . The repealer takes effect June 1, 1993, making 
this a five year program.

TBC:mkr
b5/079
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LEGISLATIVE AFFAIRS A G E N C Y

M  E M  0 R  A  N D  U M  April 20, 1988

POUCH Y ■ STATE CAPITOL 
JUNEAU. ALASKA 99811 

907-465-3800

SUBJECT:

TO:

FROM:

Stabilization of the real estate market 
(SSSB 408)

Senator T i m  Kelly

Tamara Brandt C o o k/ J L ^
Director r
Division of Legal Services

Here is the sectional analysis that y o u  requested.

Section 1. This is a statement of legislative findings and 
i n t e n t . The legislature finds that there have been failures 
of state and federally chartered financial institutions, 
agencies currently h o l d  portfolios of distressed real estate 
loans and foreclosed property, financial institutions and 
agencies n e e d  to be perm itted to cooperate in administering 
these properties, and maintenance of stable real estate 
markets is essential to the economy. The legislature i n­
tends to ensure stability of real estate markets by d i s­
placing competition w i t h  government regulation in matters 
relating to disposition of foreclosed real property by 
authorizing creation of real property liquidating o r g a n i z a­
tions under state supervision.

Section 2 . This is a n e w  chapter relating to real property 
liquidating organizations.

Sec. 06.50.010 requires the Commissioner of Commerce and 
Economic Development to administer the chapter and adopt 
r e g u l a t i o n s .

Sec. 06.50.020 permits the formation b y  three or mo re 
grantors of a real property liquidating organization. 
Organizational documents must be reviewed and approved b y  
the commissioner and must meet certain itemized 
requirements.
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Sec. 06.50.030 requires an organization to retain a 
certified public accountant to annually prepare and submit 
to the Department of Commerce and Economic Development an 
audited balance sheet containing specified information. The 
accountant must certify that all sales of real estate during 
the year w e r e  made  in accordance w i t h  the organization d o c u­
ments and this chapter, or identify variances, and provid e 
recommendations w i t h  respect to internal financial controls. 
The organization is also required to file a report on its 
operations quarterly.

Sec. 06.50.040 requires the commissioner to approve or 
disapprove a p r o posed operating p l a n  o f  an organization. He 
must also inspect business records of an organizat ion on a 
regular  basis at least twice each year. If the commissioner 
concludes that the organization is being administered 
contrary to law or regulation, h e  may prescribe appropriate 
remedies. If the organization fails to remedy deficiencies, 
the commissioner m a y  b e g i n  proceedings to dissolve the 
organization. Expenses incurred in reviewing o r g anization 
reports and conducting inspections shall be charged to the 
organization.

Sec. 06.50.050 permits the commissioner, by regulation, to 
exempt organization from other state laws and regulations if 
he determines the exemption is n e c e ssary to carry out the 
purposes of the chapter.

Section 3 . The A las ka Hou sing Finance Corporation is 
granted broad authority to take action to stabilize the 
market price of and demand for residential housing. The 
corporation m a y  enter into agreements for cooperative 
management and disposal of real p r o perty a nd convey property 
to or acquire a beneficial interest in a real property  
liquidating organization.

Section 4 . The A laska  Industrial Development and Export 
Authority is granted power to convey assets to and acquire a 
beneficial interest in a real property liquidating 
organization.

Section 5. The bill takes effect immediately.

TBC:bb 
b5/022



Anchorage Dally News Sunday, May 1,1988 B3

A few kinks need to be worked out in ‘bridge bank’
The “ bridge bank”  proposed to help the 

real estate market has been endorsed by the 
governor and is receiving serious attention in 
the legislature.

Bridge in this context means a temporary 
arrangement. I t  also has been referred to as a 
“ stabilization bank."

Dave Rose, executive director o f the Alaska 
Permanent Fund, suggested the idea. He 
disapproves o f the state getting involved in 
the real estate market but thinks this propos­
a l is least objectionable.

The basic premise fo r such a bank is that 
with so many foreclosed properties, commer­
cial banks are competing against each other 
and individual owners to the extent that it destabilizes the market. Antitrust laws pro­
hibit their coordinating policies to dispose of 
the property. The bridge bank, however, 
would enable them to coordinate without 
legal problems.

Here’s how the bank would work. The new 
organization would be created with about $15 
m illion o f state money. Banks and govern­
ment agencies that owned foreclosed proper-

c h r i s  S t e p h e n s

ties would turn them over to the bridge bank. 
In  exchange they would receive shares o f 
stock proportional to the amount o f property they put in.

The banks and other lenders then would 
own the bridge bank and contro l its 
operations. They could coordinate disposition 
o f the foreclosed properties with minimum 
disruption to the market.

Theoretically, the startup money provided 
by the state and revenue from  sales would

«uable the bridge bank to operate indepen­
dently. It  could keep properties o ff the market 
until the market could absorb them and 
maintain them during that holiday period. 
The participants would receive a higher return 
tfu'.v ’ marketing the properties indepen- 

... .

One o f the major problems in other de-_ 
pressed markets, like Houston, has been un-“ 
coordinated policies by various government 
agencies fo r disposing property. This has been 
o f great concern in our market as well.

The effect o f the bridge bank on the 
commercial market is difficult to predict. 
Many fewer commercial properties are in for 
foreclosure compared to residential. Also, unlike housing, most foreclosed commercial 
properties are held by banks, not government 
agencies.

Alaska banks are so heavily invested in our local economy that they cannot afford to 
undermine the market by dumping properties 
at below-market rates. Outside banks have 
tended to hold properties; to avoid taking a 
loss.

How the various lending institutions and 
government agencies would be encouraged to 
participate is not clear. They would exchange 
rea l property fo r stock in an untested organi­
zation that might or might not be profitable.

Each participant would have to evaluate 
how such a move would affect its financial statement. Each would have to be w illing to 
give up individual control o f its foreclosed 
properties fo r the common good.

Finally, how many organizations would 
have to participate for the critical mass to be 
achieved that would have a significant effect 
on the market?

No one knows whether the legislature will 
create and fund the bridge bank. Time is short 
and competing demands fo r money are numer­
ous. The bridge bank is a fascinating idea to 
solve a problem. But the practical and politi­
cal realities w ill have to be addressed.
□ Chris Stephens, CCIM, is a local associate 
broker specializing In investment and commercial 
real estate.
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IN THE SENATE BY KELLY AND STURGULEWSKI 

SPONSOR SUBSTITUTE FOR SENATE B I L L  NO. 4 08  

I N  THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  SECOND SESSION 

A  B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  s t a b i l i z a t i o n  o f  t h e  r e a l  e s t a t e

m a r k e t ;  a u t h o r i z i n g  t h e  e s t a b l i s h m e n t  o f  r e a l  p r o p ­

e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s ;  and  p r o v i d i n g  f o r  an  

e f f e c t i v e  d a t e . "

10 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

11 *  S e c t i o n  1 .  L E G IS L A T IV E  F IN D IN G S  AND IN T E N T . ( a )  T he  l e g i s l a t u r e

12 f i n d s  t h a t

13 ( 1 )  t h e r e  h a v e  b e e n  i n  t h e  s t a t e  s e v e r a l  f a i l u r e s  o f  s t a t e  a nd

14 f e d e r a l l y  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n s  a nd  o ne  b a n k  c o n s o l i d a t i o n  b y

15 t h e  F e d e r a l  D e p o s i t  I n s u r a n c e  C o r p o r a t i o n  u n d e r  12 U . S . C .  1 8 2 3 ( c ) ;

16 ( 2 )  s t a t e  a nd  f e d e r a l  a g e n c i e s  c u r r e n t l y  h o l d  l a r g e  p o r t f o l i o s

17 o f  d i s t r e s s e d  r e a l  e s t a t e  l o a n s  a n d  r e a l  p r o p e r t y ;

18 ( 3 )  t h e s e  f i n a n c i a l  i n s t i t u t i o n s  a n d  g o v e r n m e n t  a g e n c ie s  n e e d  t o

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

20  t h e r  a d v e r s e  e f f e c t s  on  t h e  s t a t e ' s  r e a l  e s t a t e  m a r k e t s  a n d  t o  s t a b i l i z e

21  t h e  s t a t e ' s  b a n k i n g  s y s t e m ;  a n d

22  ( 4 )  t h e  m a in t e n a n c e  o f  s t a b l e  a n d  o r d e r l y  m a r k e t s  f o r  t h e  p u r -

23 c h a s e  a n d  s a l e  o f  c o m m e r c ia l  a n d  r e s i d e n t i a l  r e a l  e s t a t e  i n  t h e  s t a t e  i s

24  e s s e n t i a l  t o  t h e  econom y o f  t h e  s t a t e  a n d  t h e  w e l f a r e  o f  i t s  c i t i z e n s .

25 ( b )  T h e  l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s

26 r e a l  e s t a t e  m a r k e t s  a nd  p r e v e n t  a p r e c i p i t o u s  d e c l i n e  i n  r e a l  e s t a t e  p r i c e s

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

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

29 a n d  s t a t e  a n d  f e d e r a l  a g e n c ie s  as  a r e s u l t  o f  f o r e c l o s u r e  a c t i o n s .  By
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a u t h o r i z i n g  t h e  c r e a t i o n  o f  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  u n d e r  

s t a t e  s u p e r v i s i o n ,  t h e  l e g i s l a t u r e  i n t e n d s  t o  g r a n t  a u t h o r i t y  t o  t h e  com ­

m i s s i o n e r  o f  com m erce  a n d  e c o n o m ic  d e v e lo p m e n t  t o  p r o v i d e  b y  r e g u l a t i o n  

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

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

t h e  m a n a g e m e n t  o f  a  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  w i l l  b e  im m u­

n i z e d  a s  n e c e s s a r y  p o s s i b l e  a g a i n s t  p o t e n t i a l  l i a b i l i t y  u n d e r  f e d e r a l  

a n t i t r u s t  l a w s  a n d  s t a t e  a n t i t r u s t ,  c o m p e t i t i o n ,  a n d  t r a d e  p r a c t i c e s  l a w s  

a r i s i n g  f r o m  t h e  o p e r a t i o n  o f  t h e  o r g a n i z a t i o n s .

*  S e c .  2 .  AS 06 i s  am ended  b y  a d d i n g  a  new  c h a p t e r  t o  r e a d :

CHAPTER 5 0 .  REAL PROPERTY L IQ U ID A T IN G  ORGANIZATIONS.

S e c .  0 6 . 5 0 . 0 1 0 .  R E S P O N S IB IL IT Y  OF COMMISSIONER. T he  c o m m is ­

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

o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r .

S e c .  0 6 . 5 0 . 0 2 0 .  FORMATION. ( a )  T h r e e  o r  m o re  g r a n t o r s  may 

c r e a t e  a  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n  b y  f i l i n g  t h e  o r g a ­

n i z a t i o n a l  d o c u m e n ts  w i t h  t h e  c o m m i s s i o n e r .  T h e  c o m m i s s i o n e r  s h a l l  

r e v i e w  t h e  d o c u m e n ts  a n d  a p p r o v e  th e m  i f  t h e y  c o m p ly  w i t h  ( b )  o f  t h i s  

s e c t i o n  a n d  a r e  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h i s  c h a p t e r .  C o n v e y ­

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

a n  o r g a n i z a t i o n  i s  n o t  v a l i d  u n t i l  t h e  o r g a n i z a t i o n a l  d o c u m e n ts  h a v e  

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

( b )  T h e  o r g a n i z a t i o n a l  d o c u m e n ts  m u s t

( 1 )  s t a t e  t h e  p u r p o s e  o f  t h e  o r g a n i z a t i o n ;

( 2 )  i d e n t i f y  a l l  g r a n t o r s  who w i l l  s u b s c r i b e  t o  t h e  o r g a ­

n i z a t i o n  a n d  a l l  p e r s o n s  who w i l l  p o s s e s s  an  i n t e r e s t  i n  t h e  o r g a ­

n i z a t i o n ;

( 3 )  d e s c r i b e  t h e  m a n n e r  i n  w h i c h  t h e  o r g a n i z a t i o n  w i l l  be

m a n a g e d ;
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( 4 )  p r e s c r i b e  t h e  m e t h o d  u n d e r  w h i c h  d i s t r i b u t i o n s  t o  t h e  

g r a n t o r s  a nd  o t h e r  b e n e f i c i a r i e s  w i l l  b e  m a d e ;

( 5 )  p r o v i d e  f o r  t h e  c o n v e y a n c e  t o  t h e  o r g a n i z a t i o n  o f  a l l  

o r  p a r t  o f  t h e  g r a n t o r s '  p o r t f o l i o s  o f  c o m m e r c i a l  and  r e s i d e n t i a l  r e a l  

p r o p e r t i e s  i n  t h e  s t a t e  o r  o t h e r  a s s e t s ;

( 6 )  p r o v i d e  f o r  t h e  o r d e r l y  d i s p o s i t i o n  o f  p r o p e r t y  o f  t h e  

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

n i z a t i o n a l  d o c u m e n t s ;

( 7 )  p r o v i d e  f o r  t h e  e x p e n d i t u r e  o f  a s s e t s  t o  m anage o r g a ­

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

v a l u e  o f  p r o p e r t i e s ;  and

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

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

g r a n t o r s  c o n s i d e r  n e c e s s a r y  o r  a p p r o p r i a t e  t o  e n s u r e  t h a t  t h e  o r g a ­

n i z a t i o n  w i l l  be  o p e r a t e d  i n  a m a n n e r  t h a t  w i l l  p r o v i d e  f o r  o r d e r l y  

d i s p o s i t i o n  o f  p i ' o p e r t y  a n d  p r o m o t e  a  s t a b l e  r e a l  e s t a t e  m a r k e t  and  

e c o n o m y .

S e c .  0 6 . 5 0 . 0 3 0 .  AUD ITS  AND REPORTS. ( a )  I n  a d d i t i o n  t o  t h e  

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

c o m m i s s i o n e r  o r  i n  t h e  o r g a n i z a t i o n a l  d o c u m e n ts ,  t h e  o r g a n i z a t i o n  

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

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

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

s t a t e m e n t  o f  c h a n g e s  i n  f i n a n c i a l  p o s i t i o n ,  a nd  s c h e d u l e  o f  a l l  d i s p o ­

s i t i o n s  o f  r e a l  e s t a t e  a s s e t s  made b y  t h e  o r g a n i z a t i o n  d u r i n g  t h e

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

t h e  a c c o u n t a n t  s h a l l  i s s u e  l e t t e r s

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

d i s t r i b u t i o n s  d u r i n g  t h e  y e a r  w e r e  made i n  a c c o r d a n c e  w i t h  t h e
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provisions of the organization documents and this chapter, or identi­

fying any variance; and

(2) with respect to the internal financial controls and 

practices of the organization, providing recommendations the accoun­

tant considers appropriate.

(b) The organization shall prepare and file with the commission­

er, on a quarterly basis, a report containing the following:

(1) a schedule of all real property held by the organiza­

tion;

(2) the sale price and all other significant terms of sale 

for real property sold since the date of the previous report; and

(3) a proposed operating plan for the next quarterly period 

that conforms with regulations adopted by the commissioner.

Sec. 06.50.040. REVIEW AND APPROVAL BY COMMISSIONER. (a) The 

commissioner shall review each report filed under (b) of this section 

and approve or disapprove the proposed operating plan within 20 days 

after filing. In reviewing the operating plan, the commissionei shall 

consider current market conditions. Before approving the plan, the 

commissioner must find that the plan complies with the purpose of this 

chapter.

(b) Within five days after the department notifies an organiza­

tion of its intention to inspect business records, all business re­

cords maintained by the organization shall be available for review and 

examination by the department at the organization's principal place of 

business, during regular business hours. The commissioner shall 

examine the business records of an organization on a regular basis at 

least twice each calendar year.

(c) If the commissioner disapproves the proposed operating plan 

or concludes, after examination, that the organization is being
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administered contrary to statute or regulation, the commissioner shall 

notify the organization and all grantors in writing, specifying all 

deficiencies and prescribing appropriate reme'.' :. If the organiza­

tion fails to remedy deficiencies in accordance with the commission­

er's prescriptions within 60 days after receipt of the notice, the 

commissioner may commence proceedings under AS 06.01.030.

(d) The expenses of the department reasonably incurred in re-i
viewing and approving a proposed operating plan or conducting an 

examination under this section shall be charged to and paid by the 

organization in accordance with AS 06.01.010.

Sec. 06.50.050. PREEMPTION. If the commissioner determines that 

the exemption is necessary to carry out the purposes of this chapter, 

the commissioner may by regulation exempt real property liquidating 

organizations from any state law other than this chapter or from any 

regulation other than one adopted under this chapter.

Sec. 06.50.100. DEFINITIONS. In this chapter.

(1) "commissioner" means the commissioner of commerce and

economic development;

(2) "department" means the Department of Commerce and

Economic Development;

(3) "grantor" means a federally or state chartered finan­

cial institution, federal or state agency, licensed insurer, or fi­

nancing company that conveys assets to, and thereby obtains a benefi­

cial interest in and the right to participate in the management of, a 

real property liquidating organization;

(4) "real property liquidating organization" or "organiza­

tion" means a corporation, trust, fund, partnership, joint venture, or 

other legal entity created to acquire, maintain, manage, market, sell, 

or otherwise dispose of real property in the state and to distribute
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1 to the beneficiaries, in accordance with the provisions of the orga-

2 nization documents, the proceeds derived from the sale or disposition

3 of che property.

4 * Sec. 3. AS 18.56 is amended by adding a new section to read:

5 Sec. 18.56.210. MARkET STABILIZATION POWERS. The corporation

6 may take appropriate action to stabilize the market price of and

7 demand for residential housing in the state. To accomplish the pur-

8 poses of this section, the corporation may

9 (1) enter into agreements with state and federally char-

10 tered financial institutions, state or federal agencies, insurers, and

11 financing companies for the cooperative management and disposal of

12 real property owned by the corporation, financial institutions, agen-

13 cies, or other contracting parties; and

14 (2) convey real property and other assets to, and acquire a

15 beneficial interest in, a real property liquidating organization

16 established under AS 06.50.

17 * Sec. 4. AS 44.88.080 is amended by adding a new paragraph to read:

18 (25) to convey real property and other assets to, and ac-

19 quire a beneficial interest in, a real property liquidating orga-

20 nization established under AS 06.50.

21 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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IN THE SENATE BY KELLY AND STURGULEWSKI

SENATE BILL NO. 408 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION/

A BILL

For an Act entitled: "An Act relating to the Alaska/ stabilization assis­

tance program; and providing for an effective date." 

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

* Section 1. ALASKA STABILIZATION ASSISTANCE PROGRAM. (a) The purpose 

of the Alaska stabilization assistance program is to promote the stabi­

lization of real property values in Jzhe state.

(b) The Alaska stabilization: assistance fund is established in the 

Alaska Industrial Development and Export Authority. The authority may use 

money appropriated to the fund to carry out the purposes of this section. 

An appropriation to the Alaska stabilization assistance fund lapses to the 

fund from which it was/appropriated July 1, 1992, unless specified other­

wise in the appropriation act. Other receipts shall be separately

accounted for and/deposited into the general fund. Each year the authority

shall notify the legislature of the amount of these receipts and the legis­

lature may /appropriate that amount into the Railbelt energy fund 

established under AS 37.05.153.

(</f To encourage lenders not to attempt to dispose of real property 

in th/e state that has been foreclosed upon or otherwise acquired through 

ac/ions taken on defaulted loans until the real estate market in the state 

jecomes more stable, the authority may enter into contracts to provide for 

the management of the property. However, the authority may provide for the 

management of property only through June 30, 1992.

* Sec. 2. This Act is repealed July 1, 1992.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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IN THE SENATE BY KELLY AND STURGULEWSKI

SENATE BILL NO. 408 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska stabilization assis­

tance program; and providing for an effective date."

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

9 * Section 1. ALASKA STABILIZATION ASSISTANCE PROGRAM. (a) The purpose

10 of the Alaska stabilization assistance program is to promote the stabi-

11 lization of real property values in the state.

12 (b) The Alaska stabilization assistance fund is established in the

13 Alaska Industrial Development and Export Authority. The authority may use

14 money appropriated to the fund to carry out the purposes of this section.

15 An appropriation to the Alaska stabilization assistance fund lapses to the

16 fund from which it was appropriated July 1, 1992, unless specified other-

17 wise in the appropriation act. Other receipts shall be separately

18 accounted for and deposited into the general fund. Each year the authority

19 shall notify the legislature of the amount of these receipts and the legis-

20 lature may appropriate that amount into the Railbelt energy fund

21 established under AS 37.05.153.

22 (c) To encourage lenders not to attempt to dispose of real property

23 in the state that has been foreclosed upon or otherwise acquired through

24 actions taken on defaulted loans until the real estate market in the state

25 becomes more s t r !  ■ , the authority may enter into contracts to provide for

26 the management of the prope: *.y. However, the authority may provide for the

27 management of property only through June 30, 1992.

28 * Sec. 2. This Act is repealed July 1, 1992.

29 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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