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F i s c a l  N o t e  A n a l y s i s  
SB 248

■

Rev. # O f  P o s i t i o n s / C o s t
A n n u a l

L i n e  I t e m  E x p e n d i t u r e s  C o s t  F Y  88 F Y  89100
D o c u m e n t  P r o c e s s i n g  C l e r k  II 25.1 
N a t u r a l  R e s o u r c e  T e c h  II 30.7 
N a t u r a l  R e s o u r c e  O f f i c e r  I 33.6 
N a t u r a l  R e s o u r c e  M a n a g e r  I 43.6 
A c c o u n t i n g  T e c h  I 30.7

4 . 0 / 1 0 0 . 4
4 . 0 / 1 2 2 . 8
1 . 0 / 3 3 . 6
0 . 5 / 2 1 . 8
1 . 0 / 3 0 . 7

4 . 0 / 1 0 0 . 4
4 . 0 / 1 2 2 . 8
1 . 0 / 3 3 . 6
0 . 5 / 2 1 . 8
1 . 0 / 3 0 . 7

3 09.3 3 09.3

200

N o  T r a v e l  E x p e n s e s 0.0 0.0

300

C e r t i f i e d  M ail, X e r o x ,  T e l e p h o n e ,  
T e r m i n a l  H o o k u p s ,  A d v e r t i s i n g 15.4 15.4

400

M i s c .  S u p p l i e s 7.1 7.1

500

2 T e r m i n a l s / 2  C a l c u l a t o r s 3.6 0.0

T O T A L  C O S T S 3 3 5 . 4 3 2 7 . 2

D I S C U S S I O N :  R e v i s i o n s  m a d e  to the 4 / 2 2 / 8 7  f i s c a l n o t e  are

as f o llows:

1) O n e  p o s i t i o n  is a u t h o r i z e d  in FY  88 f r o m  g e n e r a l  f u nds 
(40.6) to p r o v i d e  i n i t i a l  n o t i f i c a t i o n  to t h e s e  e l i g i b l e  to 
a m e n d  t h e i r  c o n t r a c t s  (100 - N a t u r a l  R e s o u r c e  O f f i c e r  I, 
1 . 0 / 3 3 . 6 ;  300 - C e r t i f i e d  M a i l ,  X e r o x ,  A d v e r t i s i n g  , 5.0;
400 - M i s c e l l a n e o u s  S u p p l i e s  - 2.0). No  g e n e r a l  f unds are 
p r o v i d e d  for FY  89.

2) I n d i v i d u a l  p o s i t i o n  c o s t s  h a v e  b e e n  r e d u c e d  by 10% to 
c o n f o r m  w i t h  e x i s t i n g  p e r s o n a l  s e r v i c e s  f u n d i n g  l e v e l s  of 

90%.

3) T h e  D e p a r t m e n t ' s  a s s u m p t i o n  t h a t  w o r k l o a d  w i l l  be 
s u b s t a n t i a l l y  m o r e  in F Y  88 t h a n  F Y  89 is n o t  r e f l e c t e d .  
I n s t e a d ,  in t h i s  r e v i s i o n  p o s i t i o n s  a r e  r e d u c e d  in F Y  88 a n d



i n c r e a s e d  in FY  89 in an  a t t e m p t  to m o r e  a c c u r a t e l y  r e f l e c t  
p o t e n t i a l  w o r k l o a d  g e n e r a t e d .  T h i s  r e v i s i o n  w o u l d  a l l o w  for 
a " s t a r t - u p "  p e r i o d  to set u p  the u n i t  a n d  i n f o r m  the p u b l i c  
of the a v a i l a b i l i t y  o f  r e f i n a n c i n g .

4) E e c a u s e  t h i s  p r o p o s e d  p r o g r a m  w i l l  o p e r a t e  o n  p r o g r a m  
r e c e i p t s ,  it is e s s e n t i a l  t h a t  the a u t h o r i t y  to r e c e i v e  
t h e s e  f unds b e  e s t a b l i s h e d .  H o u s e  B i l l  263, d e a l i n g  w i t h  
e s t a b l i s h i n g  p r o g r a m  r e c e i p t  a u t h o r i t y ,  n e e d s  to be a m e n d e d  
to p r o v i d e  t h i s  a u t h o r i z a t i o n .

5) T h e  D e p a r t m e n t ' s  4 / 2 2 / 8 7  f i s c a l  n o t e  d i d  n o t  r e f l e c t  t h e  
s o u r c e  o f  f u n d i n g .  In th i s  r e v i s i o n ,  it is e s t a b l i s h e d  as 
o t h e r  f u n d i n g  or p r o g r a m  r e c e i p t s ,  e x c e p t  for t h e  o n e  
s t a r t - u p  p o s i t i o n  t o  b e  f u n d e d  by g e n e r a l  funds.

i



* Sec. 3. A  p u r c h a s e r  h o l d i n g  a la n d  sa l e  c o n t r a c t  

e n t e r e d  in t o  u n d e r  A S  3 8 . 0 5 . 0 6 5 ( a )  or  (b) b e f o r e  the 

e f f e c t i v e  d a t e  o f  th i s  A c t  m a y  a m e n d  the c o n t r a c t  u p o n  

p a y m e n t  of  an a d m i n i s t r a t i v e  s e r v i c e  fee of  $250. T h e  

C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n  s h a l l  s e p a r a t e l y  a c c o u n t  for 

a l l  a d m i n i s t r a t i v e  s e r v i c e  fees c o l l e c t e d  u n d e r  th i s  s e c t i o n  

t h a t  t h e  D e p a r t m e n t  d e p o s i t s  in the g e n e r a l  fund. T h e  

a n n u a l  e s t i m a t e d  b a l a n c e  in t h i s  a c c o u n t  m a y  b e  u s e d  b y  the 

l e g i s l a t u r e  tj m a k e  a p p r o p r i a t i o n s  to the d e p a r t m e n t  to 

c a r r y  o u t  the p u r p o s e s  o f  A S  3 8 . 0 5 . 0 6 5 .  T h e  i n t e r e s t  

c h a r g e d  o n  the b a l a n c e  d u e  a f t e r  the a m e n d m e n t  s h a l l  be the 

r a t e  c h a r g e d  b y  the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  at the 

t i m e  the a d m i n i s t r a t i v e  s e r v i c e  fee w a s  r e c e i v e d .  A 

p u r c h a s e r  m a y  n o t  a m e n d  a c o n t r a c t  u n d e r  th i s  s e c t i o n  m o r e  

t h a n  once.

!
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If  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  s h o u l d  f i n d  t h a t  t h e  
s t a f f i n g  a n d  a s s o c i a t e d  p r o g r a m  r e c e i p t s  p r o v i d e d  f o r  in 
t h e  f i s c a l  n o t e  a r e  i n s u f f i c i e n t  t o  m e e t  t h e  r e f i n a n c i n g  
d e m a n d  f o r  s t a t e  l a n d  s a l e  c o n t r a c t s ,  t h e  d e p a r t m e n t  s h a l l  
c o m e  t o  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  f o r  
i n c r e a s e d  p r o g r a m  r e c e i p t  a u t h o r i z a t i o n .
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Bannister
4/25/87

Original sponsor: Faiks

■WORK DRAFT WORK DRAFT WORK DRAFT

IN THE SENATE

CS FOR SENATE BILL NO. 248 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

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

BE IT ENACTED BY THE LEGISL/TURE OF THE STATE OF ALASKA:

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

(a) The contract of sale for land sold at public auction 

AS 38.05.055 shall require the remainder of the purchase price 

paid in monthly, quarterly^ or annual installments over a period 

years, with interest at the [PREVAILING] rate for real estate mortgage 

loans made by the [FEDERAL LAND BANK FOR THE FARM CREDIT DISTRICT FOR] 

Alaska Housing Finance Corporation under AS 18.56.098(g) at the time 

the contract is signed. Installment payments plus interest shall be 

set on the level-payment basis.

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

(b) The contract of sale for land sold under AS 38.05.057 and 

under AS 38.05.078 shall require the remainder of the purchase price 

to be paid in monthly, quarterly, or annual installments over a period 

of not more than 20 years. Installment payments plus interest shall 

be set on the level-payment basis. The interest rate to be charged on 

installment payments is the [PREVAILING] rate for real estate mortgage 

loans made by the [FEDERAL LAND BANK FOR THE FARM CREDIT DISTRICT FOR] 

Alaska Housing Finance Corporation under AS 18.56.098(g) at the time 

the contract is signed.

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

AS 38.05.065(a) or (b) before the effective date of this Act may refinance 

the contract on payment of a refinancing fee of $250. The interest rate

©

under 

to be 

of 20
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charged on the balance due after refinancing shall be the rate charged by 

the Department of Natural Resources at the time the refinancing fee was re­

ceived. A purchaser may not refinance a contract under this section more 

than once.

* Sec. A. The provisions of sec. 3 of this Act do not apply to con- 

I tracts for the sale of mental health trust land or university trust land.
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5-1028B
Bradley
4/27/87

Original sponsor: Faiks

IN THE SENATE

CS FOR SENATE BILL NO. 248 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL

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

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

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

(a) The contract of sale f jr land sold at public auction under 

AS 38.05.055 shall require the remainder of the purchase price to be 

paid in monthly, quarterly^ or annual installments over a period of 20 

years, with interest at a [THE PREVAILING] rate that is equivalent to 

the cost of funds for real estate mortgage loans made by the [FEDERAL 

LAND BANK FOR THE FARM CREDIT DISTRICT FOR] Alaska Housing Finance 

Corporation under AS 18.56.098(g) at the time the contract is signed. 

Installment payments plus interest shall be set on the level-payment 

basis.

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

(b) The contract of sale for land sold under AS 38.05.057 and 

under AS 38.05.078 shall require the remainder of the purchase price 

to be paid in monthly, quarterly, or annual installments over a period 

of not more than 20 years. Installment payments plus interest shall 

be set on the level-payment basis. The interest rate to be charged on 

installment payments is a [THE PREVAILING] rate that is equivalent to 

the cost of funds for real estate mortgage loans made by the [FEDERAL 

LAND BANK FOR THE FARM CREDIT DISTRICT FOR] Alaska Housing Finance 

Corporation under AS 18.56.098(g) at the time the contract is signed.

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

AS 38.05.065(a) or (b) before the effective date of this Act may refinance
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the contract on payment of a refinancing fee of $250. The interest rate 

charged on the balance due after refinancing shall be the rate charged by 

the Department of Natural Resources at the time the refinancing fee was re­

ceived purchaser may not refinance a contract under this section more 

than once.

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

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

CSSB 24Rf > -o.
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TO: SENATE R E S O U R C E S  C O M M I T T E E

FROM: C O M M I T T E E  S T AFF

DATE: A P R I L  27, 1987

RE: SB 248, "An Act r e l a t i n g  to the i n t e r e s t  rates
c h a r g e d  in s t ate land sale c o n t r a c t s "

C O N T E N T S

1. S P O N S O R ' S  ME M O  A N D  BIIL D E S C R I P T I O N

2. S P O N S O R ' S  M E M O  ON P R O P O S E D  CS FOR SR 248

3. FISCAL NOTE FROM SENATE R E S O U R C E S  C O M M I T T E E

4. M E M O  A N D  FISCAL NOTE FROM DNR



Alaska State Legislature
SENATE P.O. Box v

State Capitol
Office o f  the President Juneau, Alaska 99811

A p r i l  23, 1987

M E M O R A N D U M

TO: S e n a t o r  J o h n  B. " J a c k "  C o g h i l l ,  C h a i r m a n
S e n a t e  R e s o u r c e s  Comprf\ttee

FROM: S e n a t o r  J a n  F a i k s
P r e s i d e n t  of t h e  S

S U B J E C T :  B a c k g r o u n d  o n  S e n a t e  B i l l  248
A n  A c t  r e l a t i n g  t o  t h e  i n t e r e s t  r a t e s  c h a r g e d
in s t a t e  l a n d  s a l e  c o n t r a c t s .

S e n a t e  B i l l  248 h a s  b e e n  r e f e r r e d  t o  y o u r  c o m m i t t e e  f o r  
c o n s i d e r a t i o n .  T h e  p u r p o s e  of t h i s  b i l l  is t o  e n a b l e  t h e  
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  t o  i s s u e  l a n d  s a l e  
c o n t r a c t s  w i t h  i n t e r e s t  r a t e s  w h i c h  m o r e  c l o s e l y  r e f l e c t  
c u r r e n t  m a r k e t  c o n d i t i o n s .

C u r r e n t l y  A S  3 8 . 0 5 . 0 6 5  r e q u i r e s  D N R  t o  c h a r g e  t h e  
p r e v a i l i n g  F e d e r a l  L a n d  B a n k  (FLB) f o r  t h e  F a r m  D i s t r i c t  
f o r  A l a s k a  i n t e r e s t  r a t e  f o r  l a n d  s a l e  c o n t r a c t s .  T h e  r a t e  
c h a r g e d  b y  D N R  h a s  b e e n  b a s e d  u p o n  t h e  F L B  r a t e  s i n c e  1979. 
O r i g i n a l l y  t h i s  w a s  d o n e  t o  e n s u r e  a n  o b j e c t i v e ,  
c o n s e r v a t i v e  i n d e x  w h i c h  t r a c k e d  m a r k e t  l o a n  r a t e s  for 
u n i m p r o v e d  l a n d  w i t h o u t  t o o  m u c h  v o l a t i l i t y .  P r i o r  t o  1979 
t h e  s t a t u t e  s t a t e d  t h a t  t h e  r a t e  w o u l d  b e  a t  l e a s t  fi v e  
p e r c e n t ,  a n d  w o u l d  be s e t  b y  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  L a n d s .  B y  t h e  l a t e  1 9 7 0 ' s  t h i s  b r o a d  g u i d e l i n e  c a u s e d  
d i s a g r e e m e n t s  p r i o r  t o  e v e r y  l a n d  sale, w i t h  t h e  p u r c h a s e r s  
a s k i n g  f o r  e x t r e m e l y  l o w  r a t e s  a t  a t i m e  of d o u b l e - d i g i t  
i n f l a t i o n .  Thus, t h e  r a t e  w a s  t h e n  t i e d  t o  t h e  F L B  r a t e  to  
e l i m i n a t e  u n c e r t a i n t y  b y  r e m o v i n g  t h e  d e t e r m i n a t i o n  
d e c i s i o n  o u t  of DNR.

T h e  F L B  r a t e  for t h e  A l a s k a  D i s t r i c t  h a s  s t a y e d  a t  1 2 . 7 5 %  
s i n c e  1984. T h i s  r a t e  is c u r r e n t l y  w e l l  a b o v e  t h e  p r i v a t e  
m a r k e t  l e v e l s  in A l a s k a  of b e t w e e n  n i n e  a n d  t e n  p e r c e n t .



SB  248 t i e s  t h e  i n t e r e s t  r a t e s  c h a r g e d  o n  s t a t e  l a n d  s a l e  
c o n t r a c t s  t o  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  m o r t g a g e  
l o a n  r a t e s  f o r  c o n v e n t i o n a l  t a x a b l e  l o a n s  u n d e r  A S  
1 8 . 5 6 . 0 9 8 ( g ) .  A s  of M a r c h  27th, t h e  r a t e  f o r  t h e s e  l o a n s  
m a d e  b y  A H F C  w a s  9.125%.

S B  248 a l s o  w o u l d  a l l o w  p u r c h a s e r s  h o l d i n g  e x i s t i n g  l a n d  
s a l e  c o n t r a c t s  t h e  o p t i o n  o f  r e f i n a n c i n g  t o  t h e  new, l o w e r  
i n t e r e s t  r a t e  u p o n  p a y m e n t  o f  a $2 5 0  fee. A c c o r d i n g  t o  
DNR, t h e  $ 2 5 0  w i l l  c o v e r  a l l  o f  t h e i r  c o s t s  of 
a d m i n i s t e r i n g  r e f i n a n c i n g  a p p l i c a t i o n s .

C u r r e n t l y  t h e  s t a t e  h a s  6 , 0 0 0  c o n t r a c t s  for l a n d  sales.
D N R  e s t i m a t e s  t h a t  u n d e r  t h e  c u r r e n t  i n t e r e s t  rate, 7 5 0  a r e  
in f o r e c l o s u r e ,  a n d  90 m o r e  p e r  m o n t h  a r e  g o i n g  i n t o  
f o r e c l o s u r e .

S h o u l d  y o u  n e e d  a n y  f u r t h e r  i n f o r m a t i o n ,  p l e a s e  l e t  m e  
know.

T h a n k  you.
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Alaska State Legislature
S E N A T E  P.O. b„x v

State Capitol
Office o f  the President Juneau, A laska 99811

A p r i l  27, 1987

M E M O R A N D U M

TO: S e n a t o r  J o h n  B. " J a c k "  C o g h i l l ,  C h a i r m a n
S e n a t e  R e s o u r c e s  C o m m i t t e e

FROM: S e n a t o r  J a n  F a i k s
P r e s i d e n t  o f  t h e  S e n a t  L

S U B J E C T :  P r o p o s e d  C o m m i t t e e  S u b s t i t u t e  f o r  S B  248
A n  A c t  r e l a t i n g  t o  s t a t e  l a n d  s a l e  c o n t r a c t s

I n  r e s p o n s e  t o  c o n c e r n s  r a i s e d  b y  t h e  D e p a r t m e n t  of  N a t u r a l  
R e s o u r c e s ,  I h a v e  a t t a c h e d  a p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  
f o r  S B  248 f o r  t h e  R e s o u r c e s  C o m m i t t e e ' s  c o n s i d e r a t i o n .  In 
t h e  d e p a r t m e n t ' s  A p r i l  24 l e t t e r  s u p p o r t i n g  t h i s  l e g i s l a t i o n ,  
t h r e e  s u g g e s t i o n s  w e r e  m a d e  i n  o r d e r  t o  c l a r i f y  t h e  i n t e n t  
o f  S B  248. T h e s e  s u g g e s t i o n s  h a v e  b e e n  i n c o r p o r a t e d  into 
t h e  p r o p o s e d  C o m m i t t e e  S u b s t i t u t e .

R e c o m m e n d a t i o n  I : C l a r i f y  t h e  i n t e n t  o r  d e f i n i t i o n  of
" n o n s u b s i d i z e d "  A H F C  rates. S B  248 c h a n g e s  t h e  i n t e r e s t  
r a t e  c h a r g e d  o n  s t a t e  l a n d  s a l e  c o n t r a c t s  f r o m  t h e  c u r r e n t  
s y s t e m ,  w h i c h  b a s e s  t h e  r a t e  o n  t h e  p r e v a i l i n g  r a t e  c h a r g e d  
b y  t h e  F e d e r a l  L a n d  B a n k  for t h e  F a r m  D i s t r i c t  f o r  A l a s k a ,  
a n d  i n s t e a d  t i e s  t h e  r a t e  t o  t h e  A H F C  l o a n  r a t e  for 
c o n v e n t i o n a l  t a x a b l e  loans. T h i s  has b e e n  d o n e  b y  d e l e t i n g  
t h e  r e f e r e n c e  t o  "n o n s u b s i d i z e d  r e a l  e s t a t e  m o r t g a g e  l o a n s  
m a d e  b y  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n " ,  a n d  a d d i n g  
n e w  l a n g u a g e  t o  S e c t i o n  1(a) l i n e s  12 - 14, a n d  S e c t i o n  
2(b) l i n e s  23 - 25 in t h e  p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  t o  
state:

w i t h  i n t e r e s t  a t  t h e  [PRE V A I L I N G ]  r a t e  for real e s t a t e  
m o r t g a g e  l o a n s  m a d e  b y  t h e  [ F E D E R A L  L A N D  B A N K  F O R  T H E  
F A R M  C R E D I T  D I S T R I C T  FOR] A l a s k a  H o u s i n g  F i n a n c e  
C o r p o r a t i o n  u n d e r  AS  1 8 . 5 6 . 0 9 8 ( g ) .



R e c o m m e n d a t i o n  I I ; B e c a u s e  i n t e r e s t  r a t e s  c a n  o f t e n  c h a n g e  
d u r i n g  t h e  r e f i n a n c i n g  p r o c e s s ,  t h e  d e p a r t m e n t  r e c o m m e n d e d  
s e t t i n g  t h e  i n t e r e s t  r a t e  f o r  r e f i n a n c e d  l a n d  p a r c e l s  at 
t h e  A H F C  r a t e  a t  the t i m e  t h e  d o w n p a y m e n t  o r  r e f i n a n c i n g  
f e e  is r e c e i v e d .  T h i s  r e c o m m e n d a t i o n  h a s  b e e n  i n c o r p o r a t e d  
i n t o  t h e  p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  i n  S e c t i o n  3, 
b e g i n n i n g  on l i n e  29, t h r o u g h  p a g e  2, l i n e  3:

T h e  i n t e r e s t  r a t e  c h a r g e d  o n  t h e  b a l a n c e  d u e  a f t e r  
r e f i n a n c i n g  s h a l l  b e  t h e  r a t e  c h a r g e d  b y  t h e  D e p a r t m e n t  
o f  N a t u r a l  R e s o u r c e s  a t  t h e  t i m e  t h e  r e f i n a n c i n g  fee 
w a s  r e c e i v e d .

R e c o m m e n d a t i o n  I I I : T h e  o r i g i n a l  w o r d i n g  of  S B  248 w a s
u n c l e a r  as t o  h o w  m a n y  t i m e s  a p u r c h a s e r  w o u l d  b e  a l l o w e d  
t o  r e f i n a n c e  u n d e r  t h e  p r o v i s i o n s  o f  t h i s  act. T h e  d e p a r t m e n t  
r e c o m m e n d e d  l i m i t i n g  a n  e l i g i b l e  p u r c h a s e r  t o  o n e  r e f i n a n c i n g  
p e r  p a r cel. T h i s  h a s  b e e n  i n c o r p o r a t e d  i n t o  t h e  p r o p o s e d  
C o m m i t t e e  S u b s t i t u t e  b y  a d d i n g  S e c t i o n  3, p a g e  2 l i n e s  3 - 
4:

A  p u r c h a s e r  m a y  n o t  r e f i n a n c e  a c o n t r a c t  u n d e r  t h i s  
s e c t i o n  m o r e  t h a n  once.

R e c o m m e n d a t i o n  I V : C u r r e n t l y  t h e  d e p a r t m e n t  a d m i n i s t e r s
l a n d  s a l e  c o n t r a c t s  f o r  M e n t a l  H e a l t h  T r u s t  a n d  U n i v e r s i t y  
T r u s t  lands, a n d  is r e q u i r e d  t o  m a x i m i z e  t h e  i n c o m e  t h e s e  
l a n d s  g e n e r a t e  f o r  t h e  t r u sts. In o r d e r  n o t  t o  d e c r e a s e  
t h e  v a l u e  of e i t h e r  o f  t h e s e  t r u s t s ,  t h e  f i n a l  c h a n g e  in 
t h e  p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  i s  t o  a d d  a n e w  S e c t i o n  4 
w h i c h  s t a tes:

T h e  p r o v i s i o n s  o f  sec. 3 o f  t h i s  A c t  d o  n o t  a p p l y  to 
c o n t r a c t s  f o r  t h e  s a l e  of  m e n t a l  h e a l t h  t r u s t  l a n d  o r  
u n i v e r s i t y  t r u s t  land.

F i s c a l  N o t e : A l s o  a t t a c h e d  is a r e v i s e d  f i s c a l  n o t e  f o r
t h e  R e s o u r c e s  C o m m i t t e e ' s  c o n s i d e r a t i o n .  T h e  o r i g i n a l  
f i s c a l  n o t e  s u b m i t t e d  b y  t h e  d e p a r t m e n t  f a i l e d  t o  i n c l u d e  
p r o g r a m  r e c e i p t s  as t h e  f u n d i n g  s o u rce. T h i s  is s t a t e d  in 
t h e  r e v i s e d  f i s c a l  note. I n  a d d i t i o n ,  t h e  r e v i s e d  f i s c a l  
n o t e  r e d u c e s  t h e  n u m b e r  o f  f u l l - t i m e  p o s i t i o n s  f r o m  17 t o  3 
in F Y  88, r e d u c i n g  t h e  p e r s o n a l  s e r v i c e s  c o s t  f r o m  $ 5 9 2 . 1  
t o  $ 1 0 9.2. If t h e  d e p a r t m e n t  r e c e i v e s  m o r e  r e f i n a n c i n g  
a p p l i c a t i o n  fe e s  t h a n  a u t h o r i z e d  b y  t h e  f i s c a l  note, t h e n  
a p p r o v a l  for a d d i t i o n a l  p r o g r a m  r e c e i p t s  c o u l d  b e  g r a n t e d  
b y  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 .

T h a n k  y o u  f o r  c o n s i d e r i n g  t h i s  p r o p o s e d  C o m m i t t e e  
S u b s t i t u t e  f o r  S B  248.
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TRAVEL 
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S B  248, F i s c a l  N o t e  A n a l y s i s  

L i n e  I t e m  E x p e n d i t u r e s

Rev.
A n n u a l
C o s t

100

D o c u m e n t  P r o c e s s i n g  C l e r k  II 27 . 6
N a t u r a l  R e s o u r c e  M a n a g e r  I 47.9
A c c o u n t i n g  T e ch. I 33.7

109.2

200

N o  T r a v e l  E x p e n s e s  0.0

300

C e r t i f i e d  M a i l ,  Xerox, T e l e p h o n e ,  T e r m i n a l
H o o k u p s ,  A d v e r t i s i n g / N o t i f i c a t i o n  3.0

400

M isc. S u p p l i e s  4.0

500

2 T e r m i n a l s / 2  C a l c u l a t o r s  i . 5

T o t a l  C o s t s  120.7

D I S C U S S I O N ; R e v i s i o n s  m a d e  t o  t h e  4/22 f i s c a l  n o t e  a r e  as
follows:

1) B e c a u s e  t h i s  p r o p o s e d  p r o g r a m  w i l l  o p e r a t e  o n  p r o g r a m  
r e c e i p t s ,  it is e s s e n t i a l  t h a t  t h e  a u t h o r i t y  to r e c e i v e  
t h e s e  f u n d s  b e  e s t a b l i s h e d .  H o u s e  Bill 263, d e a l i n g  w i t h  
e s t a b l i s h i n g  p r o g r a m  r e c e i p t  a u t h o r i t y ,  n e e d s  to  b e  a m e n d e d  
t o  p r o v i d e  t h i s  a u t h o r i z a t i o n .

2) T h e  d e p a r t m e n t ' s  4 / 2 2  f i s c a l  n o t e  d i d  n o t  r e f l e c t  the 
s o u r c e  o f  f u n d i n g .  In t h i s  r e v i s i o n ,  it is e s t a b l i s h e d  as 
o t h e r  f u n d i n g  or  p r o g r a m  r e c e i p t s .



STEVE COWPER, GOVERNOR
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D E P A R T M E N T  OF N A T U R A L  R E S O U R C E S 400 W I L L O U G H B Y  AVE. 

JUNEAU, A L A S K A  99801-1796 

P H O N E :  (907) 465-2400
O F F IC E  O F  THE C O M M ISS IO N ER

A p r i l  24, 1987

T h e  H o n o r a b l e  J a c k  C o g h i l l  
C h a i r ,  S e n a t e  R e s o u r c e s  C o m m i t t e e  
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  
J u n e a u ,  A K  99811

D e a r  S e n a t o r  C o g h i l l :

S u b j e c t : S e n a t e  B i l l  248, w h i c h  w o u l d  c h a n g e  the c r i t e r i a
u s e d  to e s t a b l i s h  the i n t e r e s t  r a t e  for s t a t e  land sale 
c o n t r a c t s .

P o s i t i o n : T h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  s u p p o r t s  th i s
bi l l  b e c a u s e  it w o u l d  r e s u l t  in l o w e r  i n t e r e s t  r a t e s  for 
s t a t e  land p u r c h a s e s  a n d  l i k e l y  r e d u c e  t h e  n u m b e r  o f  d e­
fau l t s  a n d  f o r e c l o s u r e s  on land s a l e  c o n t r a c t s .  This, in 
turn, w o u l d  r e d u c e  s t a t e  a d m i n i s t r a t i v e  c o s t s  for p r o c e s s i n g  
d e f a u l t s  and f o r e c l o s u r e s .  In a d d i t i o n ,  it w o u l d  r e d u c e  the 
ne e d  to r e s e l l  f o r m e r l y  v a l u a b l e  land at c u r r e n t  lov; m a r k e t  
p r i c e s .

R e c o m m e n d a t i o n s : C l a r i f y  t h e  i n t e n t  or d e f i n i t i o n  of
" n o n s u b s i d i z e d "  A H F C  rates, set the i n t e r e s t  r a t e  at t h e  
ti m e  the d o w n p a y m e n t  o r  r e f i n a n c i n g  fee is r e c e i v e d ,  a n d  
l i m i t  an e l i g i b l e  p u r c h a s e r  to o n e  r e f i n a n c i n g  p e r  parcel.

We  h a v e  n o t  b e e n  a b l e  t o  o b t a i n  a c l e a r  e x p l a n a t i o n  f r o m  
A H F C  c o n c e r n i n g  its d e f i n i t i o n  o f  " n o n s u b s i d i z e d . "  Also, 
b e c a u s e  t h e  A H F C  r a t e  f l u c t u a t e s  m o r e  o f t e n  t h a n  t h e  f e d e r a l  
F a r m  C r e d i t  rate, to a v o i d  c o n f u s i o n ,  t h e  i n t e r e s t  rate 
s h o u l d  be set at a d e f i n i t e  p o i n t  in the s a l e  p r o c e s s .  The 
s t a t e  d o e s  n o t  h o l d  an a c t u a l  " c l o s i n g "  a n d  u n s i g n e d  
c o n t r a c t s  are o f t e n  s e n t  to p u r c h a s e r s  t h r o u g h  the mail, to 
be r e t u r n e d  w i t h i n  30 d ays. W i t h i n  t h i s  p e r i o d  t h e  i n t e r e s t  
ra t e  c o u l d  c h a n g e .

P l e a s e  l e t  m e  k n o w  if a d d i t i o n a l  i n f o r m a t i o n  is r e q u i r e d .

cc: S e n a t o r  Fail.s
S e n a t e  R e s o u r c e s  C o m m i t t e e  M e m b e r s  
G e o r g e  S u l l i v a n  
Rod S w o p e

10-J9LH



FISCAL NOTE
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S T A T E  O F  A L A S K A  19S7 LEGISLATIVE SESSION

Bill Version: 
Publish D a a :REOWF.ST:

R e v is io n  D a te :  f r / 2 2 / 8 , ____________  _____________
T i d e :  I n t e r e s t  r a t e s  c h a r g e d  in s c a c e  

l and s a l e  c o n t r a c t s  ~

Sconsor: F a i k s
v '  I S e n a t e  K e s o u r c e s  T~

Ager.cy Afr>—I: N a t u r a l  R e s o u r c e s
g R U . Land and Wat er  M anagem ent

Ccrr.pcner.ts :

E.XPENDITUP.ES/RF.VENUES: (Thousands of Doilan)

OPERATING F f 87 F f 83 FY 89 F f  90 1 FY 91 FY 92
PERSONAL SERVICES 1 5 9 2 . 1 | 3 0 8 . 1 ] 1 / . I 1 17: 1 17: 1
TRAVEL 1 0 1 0 1 0 1 0 - 0
CONTRACTUAL I i q . L 1 ro.o 1 5 . 0 1 5 . 0 5 . 0
SUPPLIES I 7 1 1 1 . 5 1 . 5 1 . 5
EQUIPMENT 1 7 6 1 n n 1 0 0
LAND & STRUCTURES 1 0 1 0 1 0 1 0 u
GRANTS. CLAIMS 1 J 1 <) 1 0 i 0 V
m iscellaneous 1 0 I 0 I 0 1 0 0
TOTAL OPERATING I 6 1 8 . 2 | 3 2 0 . 6 ! 2 2 . 6 1 2 2 . 6 | 2 2 . b

CAPITAL I 0 1 3 1 0 I 1 °

REVENUE l

FUNDING : (Thousands of Dollars!

GENERAL FUND 
FEDERAL FUNDS
o ther
TOTAL

1 1 1 1 1
1 1 1 1 1
1 1 1 1 1
1 1 1 1 1

P O S I T I O N S :

F U L L -T IM E 1 1 7 8 . 5  1 1 1
P A R T -T IM E 1 . 5 . 5  1 .  5  1 . 5  l .  b

T E M P O R A R Y 1 1 1 1 1

ANALYSIS : (Attach a separate page if necessary)

*  S e e  a t t a c h e d  f o r  i n f o r m a t i o n  on r e v e n u e s .
■«

1U . Tom Hawki ns  Dl. _ .  ^ 6 5 -2 ^ 0 0
Prepared by : n ---------- n-----------------  ------- • Phone-------------------------------w a t e r j a ^ a a e m e n t  ^ _______________________

_  D ate: --- --------------------------Approved by Commissioner: (  J ' 
A gency: N a tu r a l f r e s o u r y s /

T V

Office c f  Management and Budget 
Impacted Agtncy(ies)
Senate Secretary

Distribuu'on (by preparer):
Legislative Finance 
Legislative Sponsor
R e q u e s to r  1 , . <
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L i n e  I t e m  E x p e n d i t u r e s  

100

#P o s i t i o n s / C o s t
A n n u a l
C o s t FY88 FY 8 9

D o c u m e n t  P r o c e s s i n g  C l e r k  II 27.9 4 . 5 / 1 2 5 . 6 2 . 0 / 5 5 . 8
N a t u r a l  R e s o u r c e  T e c h n i c i a n  II 34.1 6 . 0 / 2 0 4  .6 3 . 0 / 1 0 2 . 3
N a t u r a l  R e s o u r c e  O f f i c e r  I 37.3 5 . 0 / 1 8 6 . 5 2 . 0 / 7 4 . 6
N a t u r a l  R e s o u r c e  M a n a g e r  I 48.4 0 . 5 / 2 4 . 2 0 . 5 / 2 4 . 2
A c c o u n t i n g  T e c h  I 34.1 1 . 5 / 5 1 . 2 1 . 5 / 5 1 . 2

592.1 308.1

F Y  90 - 92 O n e  A c c o u n t i n g  T e c h  1 - 6  m o n t h s  - $ 17.1

A n a l y s i s

W i t h  t h e  p a s s a g e  of S B  248, t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  w o u l d  
h a v e  to n e g o t i a t e  and p r o c e s s  a l a r g e  n u m b e r  of  c o n t r a c t  a m e n d m e n t s .  
T h e s e  a m e n d m e n t s  c o u l d  n o t  b e  p e r f o r m e d  w i t h  e x i s t i n g  p e r s o n n e l .  W e  
e x p e c t  the g r e a t e s t  v o l u m e  o f  r e q u e s t s  to b e  e x p e r i e n c e d  d u r i n g  the 
f i r s t  y e a r  o f  e l i g i b i l i t y  u n d e r  t h e  bill. H o w e v e r ,  s o m e  r e q u e s t s  m a y  
a l s o  be e x p e c t e d  d u r i n g  the s e c o n d  y ear. O n l y  a few w o u l d  o c c u r  in 
s u b s e q u e n t  years.

T h e  c o n t r a c t  n e g o t i a t i o n  and r e d r a f t i n g  of c o n t r a c t s  w o u l d  b e  d o n e  by 
the N a t u r a l  R e s o u r c e  T e c h n i c i a n s  a n d  o f f i c e r s  in the D i v i s i o n  of  L a n d  
a n d  W a t e r  M a n a g m e n t .  A N a t u r a l  R e s o u r c e  M a n a g e r  I w o u l d  s u p e r v i s e  
t h i s  task. The A c c o u n t i n g  T e c h n i c i a n  p o s i t i o n s  w o u l d  be in t h e  
D i v i s i o n  of M a n a g e m e n t  a n d  w o u l d  audit, c h a n g e  b i l l s ,  c a n c e l  d e f a u l t s ,  
a d j u s t  a c c o u n t s ,  c l o s e  leases, t r a n s f e r  c r e d i t s  a n d  c o m m u n i c a t e  w i t h  
t h e  public.

200

N o  t r a v e l  e x p e n d i t u r e s  

300

C e r t i f i e d  m a il, xerox, t e l e p h o n e ,  
t e r m i n a l  h o o k u p s 15.4

7.1

10.0

2.5

2 t e r m i n a l s  and 
2 c a l c u l a t o r s 3.6

6 1 8. 2 320.6
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R e v e n u e s

L o n g  t e r m  c h a n g e s  in r e v e n u e  are d i f f i c u l t  to c a l c u l a t e .

T h e  a p p r o x i m a t e l y  6000 la n d  sa l e  c o n t r a c t s  t h a t  are e x p e c t e d  to b e  
r e f i n a n c e d  u n d e r  t h i s  b i l l  w o u l d  b r i n g  in $1.5 mill*’ n o v e r  a two y e a r  
p e r i o d  (6000 c o n t r a c t s  X $ 2 5 0 . 0 0  = $ 1,500,000)

T h e  loss in r e v e n u e  due t o  r e f i n a n c i n g  6000 p a r c e l s  w i t h  an e s t i m a t e d  
t o t a l  v a l u e  of $60 - $70 m i l l i o n  at a l o w e r  i n t e r e s t  ra t e  w o u l d  b e  
a b o u t  $1.5 m i l l i o n / y e a r ,  a s s u m i n g  an a v e r a g e  3% r e d u c t i o n  in i n t e r e s t  
r a t e s  o v e r  the life of t h e  c o n t r a c t s .  T h i s  loss m a y  be o n l y  a p a p e r  
loss, h o w e v e r ,  b e c a u s e  w i t h o u t  r e f i n a n c i n g  at a l o w e r  i n t e r e s t  rate, 
d e f a u l t s  o n  la n d  c o n t r a c t s  w i l l  c o n t i n u e  to  occur. C u r r e n t l y ,  
d e f a u l t s  are o c c u r r i n g  a t  a r a t e  b f  90 per m o n t h ,  w i t h  an a v e r a g e  
p a r c e l  v a l u e  o f  $10,000.
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