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OPERATING PY 92 FY 93 PY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0 1

CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0

LAND &  STRUCTURES 0 0 0 0 0 0

GRANTS, CLAIMS 0 0 0 0 0 0

MISCELLANEOUS 0 0 0 0 0 0 1

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE

FUNDING: (THOUSANDS OF DOLLARS)

GENERAL FUND 0 0 0 0 0 0

FEDERAL FUNDS 0 0 0 0 0 0

OTHER 0 0 0 0 0 0

TOTAL 0 0 0 0 0 0
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FULL-TIME 0 0 0 0 0 0
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HOUSE CS FOR CS FOR SENATE BILL NO. 163 (FINANCE)

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

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

ij BY TH E HOUSE FINANCE COM M ITTEE
;|

I Offered: 
i| Referred:

Sponsor(s): SENATORS ADAM S, Pourchot, Halford

A BILL

ij FOR AN ACT ENTITLED

1 "An Act relatir. ’ to the budget and finances of the Alaska Housing Finance Corporation
1

2 and the Alaska Industrial Development and Export Authority."

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

4 * Section 1. AS 18.56.089 is  a m e n d e d  to  re a d :

6

7

8

S e c . 18.56.089. COMPLIANCE WITH E X E C U T I V E  B U D G E T  A C T i  

CORPORATION FINANCES, (a) T h e  o p e ra tin g  b u d g e t o f  the c o r p o r a t io n  is  s u b je c t  to  

AS 37.07 (Executive Budget Act) [ T H E  E X E C U T I V E  B U D G E T  A C T  (A S  37.07)].

(b) T o  fu r th e r  e n su re  e ffe c tiv e  b u d g e ta ry  d e c is io n  m a k in g  b y  th e  le g is la tu re , the 

c o r p o r a tio n  s h a ll

(1) annually review the corporation’s assets, including the assets of the Alaska

housing finance revolving fund under AS 18.56.082, to determine whether assets of the 

corporation exceed an amount required to fulfill the purposes of the corporation as defined 

in this chapter: in making its review, the board shall determine whether, and to what 

extent, assets in excess of the amount required to fulfill the purposes of the corporation

-1-
N e w  T e x r .  ' J n d e r l i n e r i  [ D E L E T E D  T E X T  B R A C K E T E D  I

HCS CSSB 163(FIN)



1 during the next fiscal year are available without

2 (A) breaching any agreement entered into by the corporation;

3 (B) materially impairing the operations or financial integrity of the

4 corporation; or

15 (C) materially affecting the ability of the corporation to

6 (i) stabilize the market price of and demand for residential

7  housing; and

8 (ii) ensure an adequate long-term supply of residential housing

9 for persons of lower and moderate income; and
i
10 12} p re s e n t [ A  C O M P L E T E  A C C O U N T I N G  O F  A L L  A S S E T S  O F  T H E

11 C O R P O R A T I O N ,  I N C L U D I N G  A S S E T S  O F  T H E  A L A S K A  H O U S I N G  F I N A N C E
*•
12  R E V O L V I N G  F U N D , ]  to  th e  le g is la tu re  b y  Ja n u a ry  10 o f  e a ch  y e a r  a complete accounting of

13  ail assets of the corporation, including assets of the Alaska housing finance revolving fund

14  under A S  18.5 6 .082 . and a report of the review and determination made under ( 1)  of this 1

15 subsection; the [. T H E ]  a c c o u n t in g  s h a ll be  a u d ite d  b y  an  in d e p e n d e n t o u ts id e  a u d ito r  a n d  i

16  must [ S H A L L ]  in c lu d e  a f u l l  d e s c r ip tio n  o f  a ll m o rtg a g e  lo a n  in te re s t a n d  p r in c ip a l re p a y m e n ts  !

17  a n d  p ro g ra m  re ce ip ts , in c lu d in g

18  (A }  m o rtg a g e  lo a n  co m m itm e n t fe e s  [ ,]  r e ce iv e d  b y  o r  a c c r u e d  to  th e  j

19  c o r p o r a tio n  d u r in g  th e  p re ce d in g  F is ca l y e a r, a n d  j

20  ( B 1 a ll in c o m e  e a rn e d  o n  assets o f  th e  c o r p o r a t io n  d u r in g  th a t p e r io d ,

21  in c lu d in g  e a rn in g s  o n  a sse ts o f  th e  sta te  a ss is te d  m o rtg a g e  fu n d .

22  *  S e c .  2 . A S  44 .88.205  is  a m e n d e d  to  re a d ;

23  S e c . 44 .88 .205 . COMPLIANCE WITH EXECUTIVE [ O P E R A T I N G ]  B U D G E T  ACT;

24  AUTHORITY F I N A N C E S , (a )  The [ F O R  F I S C A L  Y E A R S  B E G I N N I N G  A F T E R  J U N E  30 ,

25  1981 , T H E ]  o p e ra tin g  b u d g e t o f  th e  a u th o r ity  is  s u b je c t to  A S  37.07  (E x e c u t iv e  B u d g e t  A c t ) .

26  *  S e c . 3 . A S  44 .88.205  is  a m e n d e d  b y  a d d in g  a n e w  s u b s e c tio n  to  re a d :

27  ( b )  T o  fu r th e r  e n su re  e ffe c t iv e  b u d g e ta ry  d e c is io n  m a k in g  b y  th e  le g is la tu re , the  a u th o r ity

|28  s h a llIj
29  ( 1)  a n n u a lly  re v ie w  the  a u th o r ity ’s a sse ts  to  d e te rm in e  w h e th e r  a sse ts o f  the

30  a u th o r ity  e x ce e d  an a m o u n t re q u ire d  to  f u lf i l l  th e  p u rp o se s  o f  th e  a u th o r ity  as d e fin e d  in  th is

31  ch a p te r , in  m a k in g  its  re v ie w , th e  m e m b e rs  o f  th e  a u th o r ity  s h a ll d e te rm in e  w h e th e r , a n d  to  w h a t

HCS CSSB 163(FIN) -2-
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e x te n t, a sse ts  in  e x ce s s  o f  th e  a m o u n t re q u ire d  to  f u lf i l l  th e  p u rp o s e s  o f  th e  a u th o r ity  d u r in g  a t 

le a s t th e  n e x t f is c a l y e a r  a re  a v a ila b le  w ith o u t

( A )  b re a ch in g  a n y  a g re e m e n t e n te re d  in to  b y  th e  a u th o r ity ;

( B )  m a te r ia lly  im p a ir in g  th e  o p e ra tio n s  o r  f in a n c ia l in te g r ity  o f  th e

a u th o r ity ; o r

( C )  m a te r ia lly  a ffe c t in g  th e  a b ility  o f  th e  a u th o r ity  to  f u l f i l l  th e  a u th o r ity ’ s 

p u rp o s e s  set o u t  in  A S  44 .88 .070 ; a nd

( 2 )  p re s e n t to  th e  le g is la tu re  b y  Ja n u a ry  10 o f  e a ch  y e a r a  co m p le te  a c c o u n t in g  

o f  a ll a sse ts  o f  th e  a u th o r ity  a n d  a  re p o rt o f  the  re v ie w  a n d  d e te rm in a tio n  m a d e  u n d e r  ( 1)  o f  th is  

s u b s e c t io n ; th e  a c c o u n t in g  s h a ll b e  a u d ite d  b y  th e  a u d ito r  w h o  c o n d u c ts  th e  a u d it re q u ire d  b y  

A S  44 .88.200  a n d  m u s t in c lu d e  a  f u l l  d e s c r ip tio n  o f  a ll lo a n  in te re s t a n d  p r in c ip a l p a y m e n ts  a n d  

p ro g ra m  re ce ip ts , in c lu d in g

( A )  lo a n  c o m m itm e n t fe e s  re ce iv e d  b y  o r  a c c r u e d  to  th e  a u th o r ity  d u r in g  

th e  p r e c e d in g  f is c a l y e a r, a n d

( B )  a ll in c o m e  e a rn e d  o n  a sse ts o f  th e  a u th o r ity  d u r in g  th a t p e r io d .

-3-
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HOUSE CS FOR CS FOR SENATE BILL NO. 163 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - FIRST SESSION

b v

Offered:
Referred:

S p on sors): SENATORS ADAM S, Pourchot, Halford

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to the budget and finances of the Alaska Housing Finance Corporation

2 and the Alaska Industrial Development and Export Authority."

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

4 * Section 1. AS 18.56 .089  is  a m e n d e d  to  re a d :

5 Sec. 18 .56 .089 . COMPLIANCE WITH EXECUTIVE BUDGET ACTi

6 CORPORATION FINANCES, (a) T h e  o p e ra tin g  b u d g e t o f  th e  c o r p o r a tio n  is  s u b je c t  to

7 AS 37.07 (Executive Budget Act) [THE EXECUTIVE BUDGET ACT (AS 37 .07 ) ] .

8  ( b )  T o  fu r th e r  e n su re  e ffe c t iv e  b u d g e ta ry  d e c is io n  m a k in g  b y  th e  le g is la tu re , the

9 c o r p o r a t io n  s h a ll

10 (1) annually review the corporation’s assets, including the assets of the Alaska

11 housing finance revolving fund under AS 18.56.082, to determine whether assets of the

12 corporation exceed an amount required to fulfill the purposes of the corporation as defined

13 in this chapter; in making its review, the board shall determine whether, and to what

14 extent, assets in excess of the amount required to fulfill the purposes of the corporation

-1-
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I 1 during the next fiscal vear are available without

2 (A) breaching any agreement entered into bv the corporation:

3 (B) materially impairing the operations or financial integrity of the

4 corporation: or

5 (C) materially affecting the ability of the corporation to

6 (i) stabilize the market price of and demand for residential

7 housing; and

8 (ii) ensure an adequate long-term supply of residential housing

9 for persons of lower and moderate income; and

10  ( 2)  p re s e n t [ A  C O M P L E T E  A C C O U N T I N G  O F  A L L  A S S E T S  O F  T H E

I I  C O R P O R A T I O N ,  I N C L U D I N G  A S S E T S  O F  T H E  A L A S K A  H O U S I N G  F I N A N C E

12 R E V O L V I N G  F U N D , ]  to  th e  le g is la tu re  b y  Ja n u a ry  10 o f  e a ch  y e a r  a complete accounting o f

13 all assets of the corporation, including assets of the Alaska housing finance revolving fund

14 under AS 18.56.082, and a report of the review and determination made under (1) of this

15 subsection; the [. T H E ]  a c c o u n t in g  s h a ll be  a u d ite d  b y  an  in d e p e n d e n t o u ts id e  a u d ito r  a n d

16 must [ S H A L L ]  in c lu d e  a f u l l  d e s c r ip tio n  o f  a ll m o rtg a g e  lo a n  in te re s t a n d  p r in c ip a l re p a y m e n ts

17 a n d  p ro g ra m  re ce ip ts , in c lu d in g

18 { A }  m o rtg a g e  lo a n  c o m m itm e n t fe e s [,] r e ce iv e d  b y  o r  a c c r u e d  to  th e

19 c o r p o r a tio n  d u r in g  th e  p re ce d in g  F is ca l y e a r, a n d

20  ( B )  a ll in c o m e  e a rn e d  o n  a sse ts o f  th e  c o r p o r a tio n  d u r in g  th a t p e r io d ,

21  in c lu d in g  e a rn in g s  o n  a sse ts o f  th e  sta te  a ss is te d  m o rtg a g e  fu n d .

22  *  S e c . 2 . A S  44 .88.205  is  a m e n d e d  to  re a d :

23  S e c .  44 .88 .205 . COMPLIANCE WITH EXECUTIVE [ O P E R A T I N G ]  B U D G E T  ACT:

24  AUTHORITY FINANCES, (a )  The [ F O R  F I S C A L  Y E A R S  B E G I N N I N G  A F T E R  J U N E  30 ,

25  1981 , T H E ]  o p e ra tin g  b u d g e t o f  th e  a u th o r ity  is  s u b je c t  to  A S  37.07  (E x e c u t iv e  B u d g e t  A c t ) .

26  *  S e c . 3. A S  44 .88.205  is  a m e n d e d  b y  a d d in g  a n e w  s u b s e c tio n  to  re a d :

27  ( b )  T o  fu r th e r  e n su re  e ffe c t iv e  b u d g e ta ry  d e c is io n  m a k in g  b y  th e  le g is la tu re , th e  a u th o r ity

28  s h a ll

29  ( 1)  a n n u a lly  re v ie w  the  a u th o r ity ’s a sse ts  to  d e te rm in e  w h e th e r  a sse ts o f  the

30 a u th o r ity  e x ce e d  a n  a m o u n t re q u ire d  to  f u lf i l l  th e  p u rp o se s  o f  th e  a u th o r ity  as d e fin e d  in  th is

31 ch a p te r , in  m a k in g  its  re v ie w , th e  m e m b e rs  o f  th e  a u th o r ity  s h a ll d e te rm in e  w h e th e r , a n d  to  w h a t

WORK DRAFT WORK DRAFT WORK DRAFT
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1 e x te n t, a sse ts  in  e x ce s s  o f  the  a m o u n t re q u ire d  to  f u lf i l l  th e  p u rp o s e s  o f  th e  a u th o r ity  d u r in g  a t

2  le a s t th e  n e x t f is c a l y e a r are a v a ila b le  w ith o u t

3  ( A )  b re a ch in g  a n y  a g re e m e n t e n te re d  in to  b y  th e  a u th o r ity ;

4  ( B )  m a te r ia lly  im p a ir in g  th e  o p e ra tio n s  o r  f in a n c ia l in te g r ity  o f  th e

5 a u th o r ity ; o r

6 ( C )  m a te r ia lly  a ffe c t in g  th e  a b ility  o f  th e  a u th o r ity  to  f u lf i l l  th e  a u th o r ity ’ s

7 p u rp o s e s  se t o u t in  A S  44 .88 .070 ; a n d

8  (2 )  p re s e n t to  th e  le g is la tu re  b y  Ja n u a ry  10 o f  e a ch  y e a r a  c o m p le te  a c c o u n t in g

9  o f  a ll a sse ts  o f  th e  a u th o r ity  a nd  a  re p o rt o f  th e  re v ie w  a n d  d e te rm in a tio n  m a d e  u n d e r  ( 1)  o f  th is

10 s u b s e c tio n ; th e  a c c o u n t in g  s h a ll b e  a u d ite d  b y  th e  a u d ito r  w h o  c o n d u c ts  th e  a u d it re q u ire d  b y

11 A S  44 .88.200  a n d  m u s t in c lu d e  a  f u ll  d e s c r ip tio n  o f  a ll lo a n  in te re s t a n d  p r in c ip a l p a y m e n ts  a n d

12 p ro g ra m  re ce ip ts , in c lu d in g

13 ( A )  lo a n  c o m m itm e n t fe e s  re ce iv e d  b y  o r  a c c r u e d  to  th e  a u th o r ity  d u r in g

14 th e  p r e c e d in g  f is c a l y e a r, a n d

15 ( B )  a ll in c o m e  e a rn e d  o n  a sse ts o f  th e  a u th o r ity  d u r in g  th a t p e r io d .
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W HILE IN SESSION 
P.O. Box V  

State Capitol 
Juneau, Alaska 99811 

(907)465-3707

O U T  O F  SESSION 
PO. Box 333 

Kotzebue, Alaska 99752 
(907)442-3245

3111 C  Street 
Anchorage, Alaska 99503 

(907) 561-7622

RE: /  SB 163)

I would appreciate it if you would please schedule SB 163 for a 
hearing in the House Finance Com mittee.

U nder current law both AHFC and AIDEA are subject to the Executive 
Budget Act and are required to present a com plete audited 
accounting of assets to the Legislature by January 10 of each year.

SB 163 would not change these requirem ents, but would require 
AHFC and AIDEA to also determ ine whether, and to what extent, the 
Corporations have excess assets. They w ould notify the legislature 
on the am ount needed to fulfill the purposes of the corporations and 
the amount, if  any, that was available for appropriation by the 
L egislature w ithout dam aging the financial integrity  o f these 
c o rp o ra tio n s .

I believe this bill is in the public's best interest, and I would 
appreciate your consideration of the m atter.

• 'N\

’■ ■ .*■ V
>; I!

■ ' ?' i

A l a s k a  B t f a t e  l e g i s l a t u r e

A 1  A d a m s

District L

3usiness

April 8, 1991

T O :

FROM:

Rep. N avarre, Co-Chairm an 
Rep. M acLean, Co-Chairman 
H ouse Finance Com m ittee

Spnatoi^ A1 Adams



Rep. Ronald Larson
CHAIRMAN

S e n . J a y  K e rttu la
VICE-CHAIRMAN 

S e n . D ick  E lia s o n  
S e n . A l A dam s 
S e n . J im  D un can  
S e n . C u rt M enard  
S e n . Lym an H o ffm an  
R ep . P a t C a rn e y  
Rep . E ile e n  M acLean  
R ep . K ay  B row n  
Rep . F ran  U lm e r 
Rep . Terry M artin

H > t a t e  o f  A l a s k a

Tlegtelatibe Pubget anb &ubit Committee
P.O . B o x  53  

P a lm e r, A la s k a  9 9 6 4 5  
(9 0 7 ) 7 4 5 -3 8 2 6

WHILE IN SESSION

P.O . B o x  V 
.  J u n e a u , A la s k a  99311 

(9 0 7 ) 4 6 5 -3 7 2 7

The Honorable Mike Navarre 
The Honorable Eileen MacLean 
Co-Chairs
House Finance Committee 
Alaska State Legislature 
P.O. Box V
Juneau, Alaska 99811 

April 15, 1991

Dear Representatives:

The enclosed letter of April 10, 1991 proposed an amendment to CSSB 
163(Fin) am to establish payment of dividends to the State from the 
Alaska Housing Finance Corporation.

With this letter, I enclose for the House Finance Committee’s 
consideration a similar amendment to establish a dividend payment to the 
State from the Alaska Industrial Development and Export Authority.



•Jy copy of this letter, I am providing the amendment to the Budget and 
Audit Committee and the Alaska Industrial Development and Export 
Authority, neither of which has had an opportunity to review this specific 
amendment.

S i n c e r ^ ,

Ronald L. Larson, Chairman 
Legislative Budget and Audit Committee

cc Members of the Legislative Budget and Audit Committee
Bert Wagnon, Executive Director, Alaska Industrial Development and 

Export Authority



HOUSE A M E N D M E N T
TO: CSSB 163(Fin) am____________BY: Larson______________
Page 2_________  Line 22_________
Inse rt:

“*Sec 5. AS 44.88.010 is amended by adding a new subsection to read:

(d) The legislature finds and declares that, to the extent the 
authority experiences annual earnings in excess of that necessary to fund 
its program needs and needed to be retained to maintain its financial 
viability, meet future debt service requirements, or comply with existing 
financial covenants, payment of dividends to the state from the annual 
earnings of the authority is necessary to provide for a return to the state 
on its investment in the authority.

*Sec. 6. AS 44.88 is amended by adding a new section to read:

Sec. 44.88.153. PAYMENT OF DIVIDENDS, (a) The authority shall pay 
each year a dividend to the state in the amount determined under (b) of 

.this section, subject to the provisions of (c) of this section. The payment 
shall be made prior to November 30 of each year from the revolving fund 
established under AS 44.88.060.

(b) The amount of the dividend shall be the lesser of 50 percent of 
net income or 75 percent of unrestricted net income for the year ending 
June 30, reduced in either case by amounts the board determines 
necessary to meet the requirements of (c) of this section.

(c) Payment of the dividend is subject to the adoption of a resolution 
by the board approving the amount of the dividend and affirming that

(1) the authority is not in default as to payments of any required 
amounts and that payment to the state is not expected to impair its 
ability to meet future financial requirements including the payment of 
principal, interest, and program costs associated with outstanding debt;

Page 1 of 2



(2) the payment will not cause the authority to be in default under
the terms of any financial agreements or disable the authority from
meeting any financial covenant including minimum asset maintenance 
requ irem ents ;

(3) financial resources remaining after payment are determined 
adequate to meet anticipated program requirements through the fiscal 
year subsequent to that in which payment is being made;

(4) neither the state nor any of its agencies, political subdivisions ,
or instrumentalities is in default as to payment of any amounts due 
pursuant to the terms of Tinancial agreements with the authority; and,

(5) if the authority has unsecured general obligation debt 
outstanding, the payment will not result in the then existing credit 
ratings, if any, on such debt being reduced.”

and renumber succeeding sections accordingly.

Page 3___________ Line 15___________

Add:

‘“ Sec. 9. AS 44.88.900 is amended by adding new subsections to read:

(8) ‘net income’ means the amount stated as net income in the 
authority’s financial statements that are audited by an independent f im  
of certified public accountants;

(16) ‘unrestricted net income’ means the portion of net income that 
may be used for general purposes of the authority.

and renumbering subsections (8)-(14) as subsections (9)-(15)."



Rep. Ronald Larson
CHAIRMAN 

S a n . J a y  K e rttu la
VICE-CHAIRMAN

S e n . D ick  E lia s o n  
S e n . A l A d am s 
S e n . J im  D un can  
S e n . C u rt M ena rd  
S e n . Lym an H o ffm a n  
R ep . Pat C a rn e y  
R ep . E ile e n  M acL ean  
R ep . K ay  B row n  
R ep . F ran  U lm e r 
R ep . Terry M artin

ILcgtelsttbe ^ubget attb gubit Committee

INTERIM AOOAESS-
P.O . B o x  5 3  

P a lm e r, A la s k a  9 9 6 4 5  
(9 0 7 ) 7 4 5 -3 8 2 6

WHILE IN SESSION

P.O . BOX V 
J u n e a u , A la s k a  99811 

(9 0 7 ) 4 6 5 -3 7 2 7

The Honorable Mike Navarre 
The Honorable Eileen MacLean 
Co-Chairs
House Finance Committee 
Alaska State Legislature 
P.O. Box V
Juneau, Alaska 99811 

April 10, 1991

Dear Representatives:

Pursuant to AS 24.20.201 (a)(10), the Legislative Budget and Audit 
Committee recommended that the Alaska Housing Finance Corporation 
Board of Directors favorably consider the draft State Appropriation 
Repayment Plan that is enclosed.

The Budget and Audit Committee also recommends to the Legislature that 
the corporation’s statutes be amended to provide for such a plan. I 
enclose for the House Finance Committee’s consideration an amendment to 
CSSB 163(Fin) am to accomplish this. By copy of this letter, I am 
providing the amendment to the Budget and Audit Committee and the 
Alaska Housing Finance Corporation, neither of which has had an 
opportunity to review this specific amendment.



I
As indicated in the enclosed March 28, 1991 Board Consideration 
Memorandum on this |u b j|c t , the plan has the following attributes:

1. payments are initiated by the corporation, avoiding legal 
concerns or bond market reactions that m ight result from 
appropriations, at least, from sizable ones;

2. payments are a portion of earnings, which also minimizes legal 
concerns and bond market reactions because the existing amount 
of corporation assets, which serve as security for bondholders, 
is not reduced; and,

3. the corporation’s Board has the discretion to reduce or withhold 
the payments if necessary to meet the corporation’s financial 
requirements or operational needs.

Continued legislative interest in the corporation’s financial resources is 
evidenced by Senate Bill 163, relating to the budget and finances of the 
corporation and the Alaska Industrial Development and Export Authority, 
as well as by proposed appropriations of $4 million and $80 million from 
corporation assets in House Bill 75 and Senate Bill 233. This interest can 
be expected to increase as Prudhoe production declines.

A plan such as the proposed Repayment Plan, which adequately addresses 
the needs of the corporation, could make an important contribution to the 
State’s fiscal well-being in the years ahead.

Honaia l . Larson, cnairman 
Legislative Budget and Audit Committee

cc Members of the Legislative Budget and Audit Committee 
Barry Hulin, Chief Operating Officer, Alaska Housing Finance 

Corporation



HOUSE A M E N D M E N T
TO: CSSB 163(Fin) am___________  BY: Larson____________
Page 1________  Line  £.________
In se rt:

""Section 1. AS 18.56.010 is amended by adding a new subsection to read:

(g) The legislature finds and declares that, to the extent the 
corporation experiences annual earnings in excess of that necessary to 
fund its program needs and needed to be retained to maintain its financial 
viability, meet future debt service requirements, or comply with existing 
financial covenants, payment of dividends to the state from the annual
earnings of the corporation is necessary to provide for a return to the
state on its investment in the corporation.

*Sec. 2. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.086. PAYMENT OF DIVIDENDS, (a) The corporation shall 
pay each year a dividend to the state in the amount determined under (b) of 
this section, subject to the provisions of (c) of this section. The payment 
shall be made prior to November 30 of each year from the revolving fund 
established under AS 18.56.082.

(b) The amount of the dividend shall be the lesser of 50 percent of 
net income or 75 percent of unrestricted net income for the year ending 
June 30, reduced in either case by amounts the board determines 
necessary to meet the requirements of (c) of this section.

(c) Payment of the dividend is subject to the adoption of a resolution 
by the board approving the amount of the dividend and affirming that

(1) the corporation is not in default as to payments of any required 
amounts and that payment to the state is not expected to impair its 
ability to meet future financial requirements including the payment of 
principal, interest, and program costs associated with outstanding debt;



(2) the payment will not cause the corporation to be in default under 
the terms of any financial agreements or disable the corporation from
meeting any financial covenant including minimum asset maintenance 
requ irem en ts ;

(3) financial resources remaining after payment are determined 
adequate to meet anticipated program requirements through the fiscal 
year subsequent to that in which payment is being made;

(4) neither the state nor any of its agencies, political subdivisions ,
or instrumentalities is in default as to payment of any amounts due 
pursuant to the terms of financial agreements with the corporation; and,

(5) if the corporation has unsecured general obligation debt 
outstanding, the payment will not result in the then existing credit 
ratings, if any, on such debt being reduced.”

and renumber succeeding sections accordingly.

Page. Line 2 2

In se rt:

'“ Sec. 4. AS 18.56.900 is amended by adding new subsections to read:

(11) ‘net income’ means the amount stated as r.et income in the 
corporation’s financial statements that are audited by an independent firm 
of certified public accountants;

(15) ‘unrestricted net income’ means the portion of net income that 
may be used for general purposes of the corporation.

and renumbering subsections (11 )-(13) as subsections (12)-(14).”

and renumber succeeding sections accordingly.

Page 2 Of 2



Alaska Housing Finance Corporation 
Board Consideration Memorandum

Date: March 28,1991 Staff Member. Tom Behan

Item; Establishment of Board Position on State General Fund Transfers

Issue:

Over recent years, legislative interest in the Corporation’s financial resources has persisted.
Legislative proposals have varied as to the means of calculating specific amounts, hut each
involved some form of transfer back to the State. The recent appearance of a $4 million 
appropriation from AHFC to ckpitalize the Alaska Children’s Trust Fund is an extreme 
example of the confusion which exists over who owns the assets reflected in the 
Corporation’s financial statements. It has become obvious that AHFC needs to establish a
position on how it views its exisjing resources and define its financial relationship with the
State. The AHFC Board and staff should then do everything possible to gain legislative 
support for the plan and vigorously resist any further efforts to remove corporate resources. 
Should these efforts to treat AHFC funds as if they were State General Fund resources be 
successful, the general pledge oir AHFC becomes meaningless and transactions will require 
higher capitalization levels. Th$ number of institutions available to provide credit support 
will a) jo decline and fees increase.
Options:

(1) Continue without
legislative action separately,

a formalized policy, determining a position on each

(2) Establish boundaries, permitting legislative reappropriations falling 
within such boundaries to proceed unchallenged. "~
(3) Establish a plan
actively solicit legislative

for the transfer of resources back to the State and
support for it

Recommendation: 

Adopt a plan for transfers whifcfa contains the following key elements: (1) the transfer of 
assets is initiated by the Gorpolration, (2) the transfer is from annual earnings, so that the
financial condition of the Corporation is not weakened, and (3) the AHFC Board has the 
ability to take all pertinent fad ors into consideration prior to releasing assets.
Requested Board Action:
As a means of initiating Board discussion reagarding this matter, staff has drafted a State 
Appropriation Repayment Plait This plan is attached along with a draft Resolution and an 
analysis of transfers which would have taken place since 1980 were the plan to have been 
in effect Adoption of a planj similar to that drafted is encouraged. Establishment of a 
Board concensus regarding the position the Corporation should take on legislative proposals 
which involve transfer of assets would also be helpfuL



Alaska Housing F inance Corporation 
State Appropriation Repayment Plan

Draft of March 28,1991

The Alaska Housing Finance Corporation has received appropriations from the 
State of Alaska over a number of years to establish and operate a variety of 
mortgage and mobile home ljwn lending programs. The following plan outlines 
a program for annual payments to the State representing a return of these 
appropriations.

The Corporation shall remit to the State of Alaska a Repayment Amount
calculated as set forth belojv. Payment to the State is dependent upon all
Repayment Conditions having been met The payment to the State shaU be made 
prior to November 30 of each year with the first payment occurring in 1991. The
payment will be from the General Account of the Revolving Fund, established
pursuant to AS 18.56.081

The Corporation Shall allocate it’s net income between "unrestricted" and 
'’restricted” Net income sha 1 be considered restricted if the Corporation could 
not have used the net income for general corporate purposes. Examples of 
restrictions include (i) net income of funds and accounts established in which the
assets are pledged to the repayment of outstanding debt, and (ii) net income of 
funds established to cover tees on defaulted loans and mortgages. At the time 
of adoption of this plan, the net income of the Corporation Operating Account 
and the General Account cf the Revolving Loan Fund would be considered 
unrestricted. The net income of all other funds and accounts would be considered
restricted

The Corporation** Board of Directors shaU review the calculation of the 
Repayment Amount and make the required findings. The Board shall approve
by resolution the specific an 
year

ount of the payment to be made to the State each

The net income of the Corporation shall be determined as of each June 30. The 
net income shall be reflected in the Corporation's audited financial statements and 
shaU be published with its Annual Report as required by AS 18.56.200(b).

- Page 1



Alaska Housing Finance Corporation 
State Appropriation Repayment Plan
Draft of March 28,1991 |

i

The Repayment Amount shall be the lesser of (a) 75 percent of unrestricted net
income, or (b) 50 percent of total net income, reduced m each case by amounts
Uie AftTC Beard of Directors determines necessary iu main Lain compliance wiUx 
existing financing agreement; and as may be required to meet the Repayment 
Conditions.

The Repayment Conditions are positive determinations by the AHFC Board of
Directors that:

(1) the Corporation is not in default as to payments of any required 
amounts and that payment to the State is not expected to impair its ability 
to meet future financial requirements including the payment of principal,
interest, and program fcosts associated with outstanding debt;
(2) the payment will not cause the Corporation to be in default under 
the terms of any financial agreements or disable the Corporation from
meeting any financial] covenant including minimum asset maintenance
requirements;

resources(3) financial 
to meet anticipated 
subsequent to that in

remaining after payment are determined adequate 
program requirements through the fiscal year 
which payment is being made;

State(4) neither the 
instrumentalities is
pursuant to the terms

nor any of its agencies, political subdivisions or 
n it in default as to payment of any amounts due 

of financial agreements with the Corporation; and
(5) if the Corporation has unsecured general obligation debt outstanding,
the payment will not result in the then existing credit ratings, if any, on such
debt being reduced.

Adopted th is  cay of ___
Finance Corporaiton Resolution no. 91-

m, 1991 by Alaska Housing
c\*p3lVttvptantakn



Resolution Establishing a Plan for
Partial Repayment of State Appropriations

BE IT RESOLVED by the Board of Directors of the Alaska Housing Finance 
Corporation as follows:

I. Findings;
(a) the State of Alaska has made a significant investment in
Alaska Housing Finance Corporation through appropriations of 
cash and mortgage loans; and

(b) the Corporation expects to experience annual earnings in 
excess of that necessary to fund immediate program needs; and
(c) the Corporation further expects a portion of such excess 
earnings to be over and above that needed to be retained to
maintain its financial viability, meet future debt service
requirements, or comply with existing financial covenants; and
(d) there has bJen presented a State Appropriation Repayment 
Plan which provides for repayments to be made under certain 
circumstances.

II. Conclusion;
The attached State App 
objectives of partial re

ropriation Repayment Plan effectively meets the 
payment and is hereby adopted.

III. Effective Date;

This resolution shaU take effect immediately. 
DATED 'THIS day o f  , 1991.

Robert Mintz 
Chairman of the Board
Attachments c  \wp5 l\dfvret/mlc£

i n



Alaska Housing Finance Corporation

Analysis of Proposed Dividend Policy 
Consideration of Affect on Prior Years

• (In Thousands)

Fiscal Period Net Income
No. Endina Unrestricted All Funds

Monthe Month Year Total 78% Total 60%
12 9 1990 85,868 26,916 34,342 17,171
12 6 1989 (4,001) (3.001) (124,049) (62,025)
12 6 1988 18.317 12,238 (11,454) (5,727)
12 9 1987 34,121 25,591 20,928 10,464
12 9 1986 41,297 30,973 41,835 20,916
12 9 1989 46,738 35,054 76,882 38,441
12 6 1984 37,905 28,429 74,774 37,387
12 6 1988 49,837 35,128 73,187 36,594
12 9 1982 80,577 45,433 95,193 47,597

7 9 1981 28,063 21,047 44,858 22,429
12 11 1980 14,136 10,602 25,913 12,957

Totals /%21,990 268,410 352,409 176,208

Note: Unreatrictsd Net Inccmo include* set income of the following:
Corporation Oporatmg Acoount, Canaral Account o f the Revolving Fund, ind 
State Appropriated Loan Fund
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Date: March 28,1991

To: Thomas C  Behan
CEO/Executive Director

From: Mark Cameron
CFO/Finance Director

Subject: Senate urn 163

drThe Corporation has been asked to comment on Senate Bill 163 An Act relating
to the budget and flnanr/** of the Alaska Housing Finance Corporation introduced 
by Senators Adams and PourchoL Staff has reviewed the Bill and feels that it 
raises numerous policy and legal issues which should properly be addressed by the 
AHFC Board prior to staff comment The following summarizes some of the 
more significant aspects of the proposed bill and potential implications should it
become effective.

What the Bfll Does
Senate Bill No. 163 would anend AS 18.56.089, requiring the Corporation to 
review its assets each year ard determine how much "money" it had that was in 
excess of that "amount required to fulfill the purposes of the corporaiton as 
defined In this chapter during'the next fiscal year.” The AHFC Board would then 
determine what portion of this excess could be appropriated by the Legislature 
without breaching any of the Corporation’s outstanding agreements or "materially
impairing the operations or financial integrity of the Corporation."

The logical presumption is tLat fl-.t Legislature would then reappropriatc this 
amount to the State’s General Fund.



Thomas C. Behan
March 28,1991
Page 2

SB 163 would further require that the Board’s determinations be published in a
report along with the Corporation’s audited financial statements. This report 
would be filed on or before January 10th of each year.

Positive Aspects of the Bill i
i
I

While the overall effect of SB 163 is of severe consesquence to the m?intenance 
of existing Corporate resources, the bill has several positive aspects, many of which 
have not appeared in previous legislation dealing with this matter. Specifically, the
bill:

* is not an appropriation bill.
* imposes only re sorting requirements.

* has the AHFC !3oard making the determinations.

* recognizes AHFC has outstanding contractual agreements which
must be honored.

* permits the AHFC Board to determine the amount giving effect to 
its ongoing operations and financial integrity.

* lets the Corpori don withhold from the calculation of the excess, that 
amount necessary to continue its programs for the next fiscal year.

Concern Regarding the BUI

Depending upon interpretation of existing language, or clarifying amendments to 
the bill, the Corporation’s unrestricted assets in excess of what it determined 
necessary to operate its programs for the next year would be categorized as 
"excess" and subject to appropriation to the State’s General Fund. After the initial 
removal of all excess, annual'determinations would primarily include earnings and 
assets released from accounts related to bonds retired. The Corporation would 
soon be dependent upon Annual legislative appropriations for ongoing loan 
program operations.

*

.»»
t u



Thomas C. Behan
March 28,1991 
Page 3

The bill could put the AHFC Board in a precarious position. The determination 
of the Board will be the amount of existing resources which it feels are surplus to 
its operations. By making a finding of any amount, it would be stating that the
resources are "available for appropriation by the legislature." Under various 
financing agreements, the Corporation is charged with protecting its resources and
prudently administering its financial affairs. Since aU of the Corporation’s 
approximate $3.5 billion in oubtanding debt is additionally secured by its general
obligation, it is not clear I whether assisting in, or even permitting, a
reappropriation of corporate assets would be in conflict with these representations.

The bill reuses several issues id addition to the basic question of Legislative powers 
with respect to corporate resources. The review called for is of existing assets.
The Board's finding of any excess is restricted to "money.” It is not clear whether
the definition of money is i;o be liberally interpreted to include short-term 
investments.

A serious timing question also arises. What happens if a determination is made
by the Board, funds are reappropriated, yet when payment is due, the resources
have been otherwise committed? From a practical standpoint, as soon as the 
Board makes the determination, the funds would have to be segregated and
available to facilitate any potential transfer request.
The Corporation has recomm
with the removal of existing

mded tfrat prior to passage of any legislation dealing 
resources, tiie attorney general’s office, and with

respect to (ii) through (v) below, the Corporation’s bond counsel, provide opinions 
that (i) the Legislature has he power to reappropriate AHFC assets, (ii) the 
rcappropriation is not inconsistent with AHFC representation* and is not likely to
give rise to bondholder litigation, (iii) the AHFC Board does not have an 
obligation to contest or dispute the removal of its general assets, (iv) the act will 
not effectively result in the assumption by the State of AHFC’s outstanding debt,
and (v) the reappropriation does not destroy the wall of separate legal existence 
which permits AHFC to issue debt without voter approval. i  i



>
f

Thomas C. Behan 
March 28,1991
Page 4

4.

5.

6.

The question appropriating AHFC funds back to the General Fund must take into 
consideration the following)

1. The Corporation has "a legal existence independent and 
separate from the State.*1

2. By virtue of its separate legal status, the Corporation's debt
does not represent an obligation of the State and therefore 
does not have to be approved by the voters.

3. The AHFC stati ;tcs have a specific provision for the return of 
assets to the Sta e. AS 18.56.020 states that 'The corporation
may not be terminated as long as it has bonds, notes or other 
obligation outstanding. Upon termination of the corporation,
its rights and property pass to the state." If the Legislature
can reappropriate assets of the corporation at any time, this 
statutory provision would be unnecessary.

All of the Corporation’s debt has been issued with AHFC’s
general obligation supporting it  As such, existing holders of

ons have claim to all of its resources, and the 
has contractual obligations and implicit 

obligations to protect and maintain those assets. Any positions 
or actions taker by the Corporation must take these existing 
responsibilities into consideration.

Each public offering of AHFC debt has included complete 
financial statements. These statements have treated legislative 
appropriations Is having been complete when received.

Should the Stat s treat the Corporation’s assets as their own, 
a potential bondholder claim could arise that AHFC’s debt 
should be treated as if it were that of the State.

i



Thomas C  Behan
March 28,1991
Page 5

Conclusion
The Corporation should support the concept of returning, on an annual basis, a
portion of the financial support previously provided by the State. A State 
Repayment Plan has been drafted. An initial draft copy of the Repayment Plan 
is attached. The Corporation should take the position that this plan goes as far 
as possible to transfer excess earnings to the State without raising the complex
financial and legal issues enumerated above.

stafljThe key elements which staff believes must be in any plan which transfers assets 
away from the Corporation are as follows:

1. The transfer of assets must be initiated by the
Corporation.

2. The transfer milst come from annual earnings, so that 
the financial condition of the Corporation is not 
weakened.

3. While the determination can be made based upon a
specified formula, the AHFC Board must have the
ability to take all pertinent factors into cumkloiaiionability 
prior to releasing assets.

In light of the substantial debt the Corporation has outstanding, the unresolved 
legal questions mentioned, and desire to maintain access to credit markets, the
Board may want to consider requesting the sponsor* of the hill tn consider the 
State Repayment Plan adopted by the Corporation as an alternative to SB 163.

The projected resources of |aHFC are in excess of that currently projected for 
existing programs. Consideration should be given, however, to the State’s vast 
housing needs. The State must, under Federal law, establish a statewide housing 
policy or risk loosing millioris of dollars available to fund housing. Several bills 
have been introduced to facilitate the establishment of statewide housing policies. 
Additional programs and prdject financing will be identified to better provide safe, 
sanitary, decent and affordable horsing to Alaskan residents.



Thomas C. Behan
March 28,1991
Page 6

Reremion of existing resources will enable the Corporation to plav a maior mi, 
jn identifying and meeting those needs. The removal of exiatinz AHFC relnm™beyond die level annual I eam inps cnuid n r ^ in r u  th~  - *

responding to these needs whsn identified.
  resource;earnings could preclude the Corporation fron
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U N C ER TA IN  
FIN A N C IA L  T IM E S  

FO R A H FC
X  h e  a n n u a l b u d g e t p ro ce ss  fo r 

th e  S ta te  o f A la s k a  is , in  p a r t, a  q u e s t 
fo r  m o n ey . T h e  re v e n u e  fo re ­
ca s ts  fo r  th e  u p co m in g  y e a r 
a re  a  b ig  e v e n t b e ca u se  th e y  
s t r o n g ly  d e te r m in e  h o w  
m u ch  th e  g o v e rn o r ca n  p ro ­
pose  to  sp e n d  a n d  how  m u ch  
th e  le g is la tu re  ca n  a p p ro ­
p ria te . H o w e ve r, th e  re ve n ue  
fo re ca s t is  n o t th e  o n ly  sou rce  
o f  fu n d s . A n  a d d it io n a l, 
s m a lle r  b o o st to  s p e n d in g  
h a s  com e fro m  lit t le  p o ck e ts  
o f  m o n ey  ly in g  a ro u n d  fro m  
th e  h ig h  re ve n ue  y e a rs  o f 
th e  e a rly  1980s.

S o m e tim e s  th e  p o ck e ts  o f m o n ey  
a re  n o t so lit t le . O n e  s ta te  co rp o ra ­
tio n , A H F C ,  h a s  a n e t w o rth  o f  a b o u t 
$ 1.6 b illio n . T h e  f in a n c ia l s u rv iv a l 
a n d  e ffe ctiv e n e ss  o f A H F C  w ill be  a n  
in te re s tin g q u e s tio n o v e r th e n e x tfe w  
y e a rs . I t  a lso  m a y  tu r n  o u t th a t  A H F C  
m a d e  a key  m is ta k e lla s t y e a r  in  re ­
s is t in g  a  p ro p o sa l w h ich  co u ld  h av e  
p ro te cte d  th e  co rp o ra tio n ' . •:* ■

A H F C  is  p a r ticu la r ly  v u ln e ra b le  for 
a n u m b e r o f re aso ns.‘M o s £ im p o rta n t, 
ith a s  a  la rge  n e t w o rth . S e co n d , m oney 
p ro m ise s  to g e t m u ch  t ig h te r  fo r th e  
s ta te  o p e ra tin g b u d g e ta s  N o r th  S lo p e  
p ro d u ctio n  d e clin e s  a n d  as th e  G u lf  
W a r  w in d fa ll fin d s  its e lf  e a s ily  a b ­
sorbe d  in  th is  y e a r’s sp e n d in g . T h ir d , 
som e o f  th e  e a sie r ta rg e ts  h a v e  a l­
re a d y  bee n  p ick e d  c le a n . F o u r th , 
A H F C  re lie s  on th e  co n fid e n ce  o f W a ll

(  fro m  a lo ss o f le n d e r co n fid e n ce  as it ' 
co u ld  fro m  a  lo ss  o f som e o f  its  fu n d s . 
F if th , A H F C  h a s  lo s t som e o f its  lu s ­
te r a n d  its  p o lit ic a l co n s titu e n cy .

T h e  f ir s t  tw o  p o in ts  n eed  lit t le  ex- 
p la  ia tio n . T h e  o th e r b e a r som e d is ­
cu s s io n : - . * • • •

T h e  la rge sse  w h ich  w as b esto w e d  
on  m a n y  s ta te  p ro g ra m s  a n d  a g e n ­
cies d u r in g  th e  b ig  m o n ey  y e a rs  o f th e  
e a rly  1980s d id  n o t a lw a y s  p a ss  in to  
m e m ory  w ith  n o th in g  to  sh o w  fo r it .

‘ W e  end e d  u p  p u r ch a s in g  th e  A la s k a  
R a ilro a d , a n d  p la ce d  a  la rg e  e n d o w - 

. m e n t in to  th e  a sse ts o f  th e  A la s k a  
H o u s in g  F in a n ce  C o rp o ra tio n  (A H F C )  
a n d  th e  A la s k a  In d u s tr ia l D e v e lo p ­
m e n t a n d  E x p o r t  A u th o r ity  (A I D E A ).  
T h e re  a lso  w as a  la rg e  a m o u n t o f ca s h  
in  th e  s ta te ’s g e n e ra l fu n d , a lth o u g h  
th e re  w ere o u ts ta n d in g  re serv e s o r 
u n s p e n t a p p ro p r ia tio n s  fro m  p r io r  
y e a rs  la y in g  c la im  to  th a t  m o n ey .

A n y  le fto v e r  s ta te  w e a lth  is  a 
te m p tin g ta rg e t as m oney  g e ts tig h te r ,

Streetinvestorsifitistoborrowfunds 
at low cost and pass the benefit on to 
homebuyers — in other words the 
corporation could suffer just as much

a n d  in  re ce n t y e a rs  this le g is la tu re  
h a s  s p e n t its  o p e ra tin g  in co m e  p lu s  

^:r d u g  in to  th e se  o ld  p oo ls  o f
m oney . In  th e  la te r  yea rs 
o f th e  d e ca d e , as o il p rice s  
a n d  s ta te  re v e n u e  w eak­
e ned , m ore  a n d  m ore  o f 
th e  s ta te ’s a sse ts  w ere 
s cru tin iz e d  b y  th e  le g is ­
la tu re . O ld , u n s p e n t ca p i­
ta l a p p ro p r ia tio n s , w ith  
ca s h  re s e rv e d  a g a in s t  
th em  in  th e  sta te ’s genera l 
fu n d , w e re  re p e a le d  to  
y ie ld  a g o o d  c h u n k  o f  

• ch a n g e  e a ch  y e a r, b u t  now  
th e  bones a re  p re tty  w e ll p ick e d  cle a n . 
D it to  w ith  th e  o ld  R a ilb e lt  E n e rg y  
F u n d , w h ich  a t one tim e  w a s w e ll in  
e x ce s s o f $ 2(W  m illio n .

T h e  s ta te  co rp o ra tio n s  s u c h  as 
A H F C  a n d  A I D E A  w ere la rg e ly  p ro ­
te cte d  a g a in s t a n y  ra id s . O n e  year 
A H F C  w as fo rce d  to  p u rch a s e  som e 
s ta te  h o u s in g  lo a n s  fro m  a  d iffe re n t 
s ta te  a g e n cy  fo r ca s h , b u t lit t le  h a s  I 
h a p p e n e d  b e y o n d  th a t. T h a t  m ay  
ch a n g e  n o w  th a t  e a s ie r ta rg e ts  are  ! 
gone.

A H F G ’s s tru c tu re  a n d  its  h ig h  n e t 
w o rth  h av e  a llo w e d  i t  to  borro w  m oney 
a t v e iy  good lo n g  te rm  ra te s . In  th e  
m a rk e ts  w h e re  A H F C  g e ts  its  m o n ey , 
th e  co n fid e n ce  o f  th e  le n d e rs  is  c r it i ­
ca l; B o n d  ra tin g  a g e n cie s  a n d  le n d e rs  
lo o k  fo r c u r r e n t f in a n c ia l s tre n g th  
a n d  lo n g  te rm  s ta b ility  in  g iv in g  its  
b le s s in g  to  b o rro w e rs  s u ch  a s  A H F C .  
T h e y  u n d e rs ta n d  p riv a te  co rp o ra tio n s  
a n d  th e ir  f in a n c ia l p ra ctice s , b u t  ca n  
be m u ch  m ore  s k e p tica l a b o u t p o lit i­
ca lly -co n tro lle d  in s titu tio n s .

T h is  m a k e s  fo r a  p o te n tia lly  exo lo - 
siv e  s itu a tio n  fo r A H F C .  W h ile  ‘ i  is  
p o ss ib le  th a t  som e o f A H F C ’s le t 
w o rth  or its  fu tu re  e a rn in g s  a re  't'-1 
n e ce ssa ry  fo r th e  co n tin u e d  o p e ra ­
tio n  o f  its  p ro g ra m s , re le a s in g  th a t 
m o n ey  co u ld  s n o w b a ll in to  a  fiv e - 
co u rse  m e a l. T h e b o n d  ra tin g  a g e n cie s  
a re  s e n s itiv e  to  s u ch  a  d y n a m ic , a n d  
w o u ld  v iew  w ith  a la rm  a n y  p ro p e n s ity  
o f th e  le g is la tu re  to  ta k e  m o n e y  from  
A H F C  w ith o u t s t r ic t  co n tro ls  a n d  
p ro te ctio n s  fo r th e  b o n d h o ld e rs . I f  
A H F C ’s b o n d  r a tin g  w ere  re d u ce d , 
th e  co s t o f b o rro w in g  w o u ld  go u p  a n d



th e  b e n e fit o f th e  co rp o ra tio n  to A la s ­
k a n s  w o u ld  be lo w e red .

T h e  p o litica l co n s titu e n cy  fo r A H F C  
is  s t ill good , b u t n o t ro ck -s o lid . A H F C  
h a s  h a d  its  u p s  a n d  d ow ns in  p ro fit­
a b ility  a n d  p o p u la r ity  w ith  A la s k a  
c itiz e n s , as it  h a s  p ro v id e d  lo w e r-co s t 
m o rtg a g e  m o n ey  to  m a n y  re s id e n ts , 
b u t  h a s  been b la m e d  fo r in f la tin g  
h o u s in g  p rice s  in  som e se g m e n ts  o f 
th e  m a rk e t, c a u s in g  h a r d s h ip  on 
o w n ers  w hen  th e  co lla p s e  in  h o u s in g  
p r ice s  o ccu rre d . O n e  o f A H F C ’s p ro ­
g ra m s  in  p a r t ic u la r , th e  “H O F ” p ro ­
g ra m , w as b la m e d  fo r e n co u ra g in g  
th e  co n s tru c tio n  o f som e re a l ju n k . 
A H F C  a lso  to o k  som e s ig n if ic a n t o p ­
e ra tin g  losses d u r in g  th e  co lla p se . 
W ith  m ixe d  rev iew s, i t  is  a  litt le  h  a rd e r 
fo r A H F C  to  fe n d  o ff p ro p o sa ls  to  u se  
som e  o f its  n e t w o rth  som e w h ere  e lse.

N o n e  o f th e  above  is  to  say  th a t  th e  
s ta te ’s o th e r f in a n c ia l re so u rce s  a re  
in s u ffic ie n t fo r  its  o th e r n e e d s, o r 
th a t  ta k in g  som e o f A H F C ’s n e t w o rth  
is  ju s t if ie d  a t th is  tim e . I t is ju s t a f a c t  
o f  life  th a t A H F C  is  in  th e  u n e n v ia b le  
p o s itio n  o f b e in g  s ta te -o w n e d  a n d  
h a v in g  a h ig h  n e t w o rth  a t a  tim e  
w h e n  th e  s ta te  m a y  be m a k in g  cu ts  
e lse w h e re . T h e  s c ru tin y  o f A H F C  is  
in e v ita b le .

W h e n  th e  s h a re h o ld e rs  o f  a  p r iv a te  
co rp o ra tio n  w a n tso m e ca s h  from  th e ir  
in v e s tm e n t, th e y  re q u e st o r d e m a n d  
a  d iv id e n d . H o w e v e r, tra d e o ffs  b e ­
tw e e n  re in v e s tin g  e a rn in g s  a n d  p a y ­
in g  th e  e a rn in g s  to  th e  o w n ers o ften  
do  n o t le a d  to  a co n fro n ta tio n  betw een  
th e  b o a rd  a n d  th e  s h a re h o ld e rs  — 
in s te a d  th e  b o a rd  d e cla re s  a d iv id e n d  
s u ff ic ie n t  to  g iv e  a re tu rn  to  th e  
s h a re h o ld e rs  b u t  a lso  re ta in s  a s u ff i­
c ie n t  a m o u n t to  m e e to p e ra tin g  n eeds, 
g ro w th  n e e d s , a n d  f in a n c ia l co v ­
e n a n ts . W h e n  th is  is  don e  p ru d e n tly  
th e  co rp o ra tio n ’s le n d e rs  a re  n o t 
a la rm e d  a n d  co n tin u e  to  le n d  m o n e y . 
H o w e v e r, i f  a n  a d e q u a te  p a y o u t is  n o t 
m a d e  a n d  th e  co rp o ra tio n  b ecom es 
p e rce iv e d , r ig h tly  o r w ro n g ly , as too 
r ic h , co n d itio n s  b eco m e  r ip e  fo r a  
co rp o ra te  ra id .

I t  seem s th a t  a d iv id e n d  p ro p o sa l 
co u ld  v o r k  fo r A H F C .  T h e  d iv id e n d  
w o u ld  ta k e  o n ly  a  fra c tio n  o f e a ch  
y e a r ’s e a rn in g !), a n d  th e  n e t w o rth  o f 
th e  co rp o ra tio n  w o u ld  g ro w  by  th e  
re m a in d e r  o f th e  e a rn in g s . I t  w o u ld  
seem  th a t  everyone w o u ld  be h a p p y : 
A H F C  w o u ld  p rese rv e  a n d  in cre a se  
its  n e t  w o rth , th e  le g is la tu re  w o u ld  
h av e  a v ested  in te re s t in  th e  c o n t in ­

u e d  su cce ss  o f A H F C  b e ca u se  th e  
o p e ra tin g  b u d g e t w o u ld  sh a re  in  th e  
e a rn in g s , a n d  W a ll S tr e e t  w o u ld  be 
ca lm  b e ca u se  d iv id e n d s  a re  a co n ce p t 
i t  u n d e rs ta n d s .

U n fo r tu n a te ly , la s t  y e a r  A H F C  
p a sse d  u p  a  ch a n ce  to  s u p p o rt ju s t  
s u c h  a  p ro p o sa l.

(-' L a s t  y e a r’s p ro p o sa l w o u ld  m a n - 
<Jdate A H F C  to  pay  a -d iv id e n d  to  th e  
j  (le g is la tu re  o u t o f  a p o rtio n  o f e ach  
...y e ar’s e a rn in g s , b u t  th e  p a y o u t co u ld  

be  re d u ce d  i f  n e ce ssa ry  to  p ro te c t th e  
co rp o ra tio n ’s f in a n c ia l in te g r ity . 

• -• 'i'A H FC  re s is te d " tfte l m e a su re  a n d  
' fh llie d  e n o u g h  s u p p o rt to  d e fe a t it .

T h e ir  o p p o s itio n  m ay  tu rn  o u t to  be 
a  m ista k e . T h is  y e a r th e  o p e ra tin g  
b u d g e t passed  b y  th e  H o u s e  co n ta in s  
a n  a p p ro p r ia tio n  o f $4 m illio n  fro m  
A H F C ’s fu n d s  to  a n  u n re la te d  p ro ­
g ra m . T h is  is  th e  very  k in d  o f  d ire c t 
a p p r o p r ia t io n  o f  A H F C  re s e rv e s  
w h ich  a  d iv id e n d  p ro g ra m  w o u ld  h  ave 
h e lp e d  p re v e n t. W ith o u t  th e  d iv id e n d  
p ro g ra m  a  d ire c t a p p ro p ria tio n  w as 
in e v ita b le —ifn o t th is y e a r th e n  v ery  
soon  a fte r. A H F C  ca n  a ffo rd  a $4 
m illio n  b ite , as i t  m a d e  $34 m illio n  in  
1990 a n d  w ill p ro b a b ly  e arn  m o re  
th a n  d o u b le  th a t  th is  y e a r.

H o w e v e r th is  m e a su re  m ig h t b e  th e  
f ir s t  o f m a n y .

I t  is  ce r ta in  to  ra ise  a la rm s  a m o n g  
A H F C ’s le n d e rs  i f  it  is  n o t re p re se n te d  
as p a r t  o f a n y  o ffic ia l lo n g  te rm  p ro ­
g ra m  to  p ro te c t th e  f in a n c ia l s o u n d ­
n e ss  o f  A H F C .

I f  b o rro w in g  co sts  go u p , th e  o rd i­
n a ry  h o m e b u y e r is  th e  one  w h o  w ill 
lose .

A H F C  m a y  now  be fa c in g  a  re a r- - 
g u a rd  b a ttle  to  p rese rv e  it s  f in a n c ia l 
in te g r ity  w h ile  th e  s ta te  fa ce s  ever 
t ig h te r  fin a n c ia l p re ssu re s . T h e  b a ttle  
is  o ve r p ra c tic a l re a lity , n o t over th e  
m e r its  o f th e  o th e r o p e ra tin g  b u d g e t 
n e e d s. I f  A H F C  lo ses, its  d ay s as an  
a g e n cy  a b le  to  b o rro w  m o n e y  a t a  lo w  
co s t a n d  p ass th ose  sa v in g s  th ro u g h  

. to  m id d le -c la s s  A la s k a n s  a re  in  je o p ­
a rd y .

I t  w ill be in te re s tin g  to  see w h e th e r 
th e  co rp o ra tio n  w ill be a b le  to  a c t  in  
tim e  to  co rre c t its  p o s itio n  o f la s t y e a r 
a n d  s u p p o rt a  m ore  co n tro lle d  d iv i­
d e n d  o r o th e r p a y m e n t p o licy .

I  h o p e  i t  su cce e d s , b e ca u se  in  s p ite  
o f  it s  u p s  a n d  d o w n s A H F C  h a s  p ro - 
v i d ed  a lo t o f b e n e fits  to  a  lo t  o f p e o p le .

Steve Rieger, a former member of 
the state House from Anchorage, is a 
financial consultant.
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