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TONY KNOWLES, GOVERNOR

i 3030 VINTAGE BLVD.
JUNEAU. ALASKA 99801-7109

ALASKA COMMISSION ON POSTSECONOARY EDUCATION VOICE 1800)441-2902 
InJunoau 4650740 
TDD (907)405-3143 
FAX (907) 465-3293

February 25,2000

VtA FACSIMILE TRANSMISSION
The Honorable iithan Berko wit/.
Alaska Mouse of Representatives 
Alaska State Capitol 
Juneau, Alaska 99801-1182
Re: MB 396, an Act transferring the assets, liabilities, and responsibilities...of the Alaska 

Student Loan Corporation to the Alaska Mousing Finance Corporation...
Dear Representative Berkowitx:

I am writing in response to your February 18,2000 request for information 
regarding the “value” of the Alaska Student Loan Corporation (ASLC or Corporation) 
and soliciting comment on House Bill 396.

Subsequent to receiving your request, ASLC Finance Officer Sheila King and 1 
initiated a brief telephone call with your aide Patrick Flynn to gain a better understanding 
of the objectives of HB 396. In order to provide an appropriate valuation of the ASLC, 
we inquired about your intent to cither continue or terminate operation of the programs 
currently funded by the ASLC. Patrick advised that while the bill as introduced may not 
yet accomplish this objective, your intent is for the Alaska Housing Finance Corporation 
(AHFC) to acquire the assets of the ASLC in return for a payment in some amount to the 
State. In other words, the State sells the ASLC to AHFC. The assets, liabilities, and 
responsibilities of the Corporation become those of AHFC. No changes to the operations 
of the Alaska Commission on Postsecondary Education or its programs are proposed.

As you may be aware, in recent years the Corporation has made dramatic strides 
in improving its financial stability and credit standing, and in lowering borrowing costs 
for our customers. In FY99, the Corporation has had net income at a recognizable level 
for the first time in its history, and loan rates for borrowers are at the lowest level in five 
years. As a result of all of these improvements, last year the Corporation’s bonds 
received a full ratings upgrade to the double-A level.
While I understand that this bill is not intended to be hostile to the Corporation or its 
programs, I must advise you that HB 396 poses several negative impacts to the
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Sludcnt Loan Program, We have consulted with the Corporation’s financial advisor who 
indicates that the financial community will, in all likelihood, perceive the proposed 
transaction negatively in relation to the Corporation’s bonds and future bonds required to 
fund the program. In the event that the Corporation’s bond rating is adversely 
impacted,our borrowers will face increased interest costs, as the cost of bonding would be 
higher. In addition to raising costs paid by the students and their families who participate 
in our programs, these higher costs could inhibit future bonding for the program due to 
bond covenants to which the Corporation’s assets are subject, relative to all outstanding 
bonds.

Additionally, I am convinced that the changes mandated by the bill to eliminate 
the Corporation board, giving control over funding decisions, strategies, and program 
development to the AHFC, would put at risk the public policy objectives of our 
programs. While as two state enterprise organizations there are some similarities in the 
missions of AIIFC and ASLC, there are also substantive differences. The ASLC is 
focused on remaining a solvent, financially healthy organization able to provide as low a 
cost of educational financing for Alaskans as is feasible. The AHFC, on the other hand, 
has evolved into a revenue producing enterprise of the State. If the Student Loan 
Program were to be run as a subsidiary enterprise, expected to contribute in any 
substantial way to an AHFC income stream, it would require program managers to 
deviate from the priorities currently set by the Corporation Board and the Commission. 
These priorities currently include continued reduction in lending rales, developing 
financial incentives for good repayment behavior, and expanding services to include 
participation as a Federal Family Education Loan Program (FFELP) lender. ASLC’s 
participation in FFELP would provide significant benefits to the Stale and Alaska 
students.

In providing an estimated value of the Corporation, the intent of the bill was 
considered. With the understanding that no changes in the operation of the program arc 
anticipated and given that the assets of each entity are assets of the State, the appropriate 
valuation method recommended by our financial advisors is the present value of the 
expected future stream of estimated payments that would be received by AHFC. These 
payments are described in Governor Knowles’ proposed return of contributed capital 
legislation (MB 373/SB 270). This value, through 2015, is $14,232,300.
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Thank you again for th is opportunity to provide comment. A ny questions 
regarding th is matter can be addressed to either m yse lF o r to M s . K ing . Our num bers are 
465-6740 and 465-6757 , respectively .

S in ce re ly ,

D iane Barrans 
Executive D irector

cc : M em bers, Alaska Student Loan Corporation

M em bers, A laska C o m m issio n  on Postsccondary Education
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333 W illoughby A ven u e, 11th floor
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Ju n e a u , A la sk a  99811-0405

Tel (907) 465-2388 
FA X  (907) 465-2902 

E-m ail: am b b a@ reven u e.state.ak.u s

February 25, 2000

The Honorable Ethan Berkowitz
State o f  Alaska H ouse o f Representatives M inority  Leader 
Alaska State Capital 

Juneau, A K  9 9 8 0 1- 1 18 2

Dear Representative Berkow itz:

Thank you for the opportunity to d iscu ss House B ill 396 last week. The d iscu ssio n  was productive 
and underscored our common goal o f ensuring that cost savings and value the Alaska M unicipal 
Bond Bank Authority brings to the State o f  Alaska and all the m unicipalities o f  the State continue.

You have requested an estimate o f the value o f  the Alaska M unicipal Bond Bank Authority. A s  o f 
June 30, 1999 the “ net worth” o f  the Authority i s  approximately $34 .8  m illion , o f  which 

approximately $ 19  m illion  could be extracted i f  the program were eliminated, with the remaining 

S I 5 .8  m illion  trick ling  in over the next 20 years as outstanding obligations matured and reserves were 
released. T h is  net worth is  net o f the $9 14 ,7 5 6  that the Alaska M unicipal Bond Bank Authority w ill 

remit to the State o f  Alaska General Fund from its f isca l year 1999 operations.

W e d iscu ssed , but I  would like to re-emphasize, that th is one-time injection o f capital could co st the 
Alaska and it ’ s  m unicipa lities c lo se  to $500,000 per year i f  capital co sts r ise  by a slight three-tenths 
o f  one percent (M any com m unities would experience much greater increases in the cost o f  capital).

During F Y  1999  the Bond Bank issued  general obligation and revenue bonds amounting to $32 .8  
m illion . The Bond Bank currently has $ 16 1 .3  m illion  in  total bonds outstanding for projects in 23 
Alaskan com m unities, ranging from  the M unicipality o f  Anchorage to the C ity  o f  Unalaska and the 
Fairbanks North Star Borough to the C ity  o f W rangell. In  F Y  2000 we anticipate the Alaska 
M unicipal Bond Bank Authority w ill issu e  approximately $28 m illion for nine underlying borrowers, 
three o f w hich have never issued  bonds.

° !------!-* * f

l/even M itch e ll 
Executive D irector

C c: Sena tor A1 A dam s

mailto:ambba@revenue.state.ak.us
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C S  F O R  H O U S E  B IL L  N O . 396( )

IN  T H E  L E G IS L A T U R E  OF T H E  S T A T E  O F A L A S K A  

T W E N T Y -F IR S T  L E G IS L A T U R E  - SE C O N D  S E S S IO N

BY

O ffe re d :
Referred:

S po n so r(s ) : R E P R E S E N T A T IV E  B E R K O W IT Z

A B IL L

F O R  AN  A C T  E N T IT L E D

"A n  A ct tra n sfe rr in g  the a sse ts, lia b ilit ie s, and re sp o n sib ilit ie s o f the A laska

M unicip a l Bond Bank A uthority  and of the A laska Student Loan Corporation  to

the A laska H o u sing  F inance C o rp o ra tion ; and rela ting to the A laska H ousing

Finance C o rp o ra t io n ."

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

*  Section  1 .  A S  09 .38 .0 15(c) is  amended to read:

(c) Property o f the state, a m unicipality, o r  a [AN D O F T H E  A L A S K A  

M U N IC IP A L  B O N D  B A N K  A U T H O R IT Y  O R A N O TH ER ] state public corporation 

is  exempt.

*  Sec . 2 . A S  14 .40 .956  is  amended to read:

S e c . 14 .40 .956 . Cooperation w ith  other a u th o rit ie s. In issu in g  a bond, the 

corporation may request the assistance o f and work with the Alaska Industrial 

Development and Export Authority and the Alaska H o u sing  F inance C o rn ora tio n  

[M U N IC IP A L  B O N D  B A N K  A U T H O R IT Y ]. The Alaska Industrial Development and

-1- CSI1B 396( )
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Export Authority may invest in and issu e  bonds for space-related projects o f the 

Alaska Aerospace Development Corporation. The Alaska Industrial Development and 

Export Authority and the Alaska H ousine F inance Corporation [M U N IC IP A L  B O N D  

B A N K  A U T H O R IT Y ] may purchase and market bonds o f the Alaska Aerospace 

Development Corporation.

*  S e c . 3 . A S  14 .42 .130 (b) is  amended to read:

(b) Public notice o f a meeting o f the board at which the issuance o f  

corporation bonds under A S  14 .42 .220  is  authorized shall be provided at least 24 

hours before the meeting.

*  S e c . 4 . A S  14 .4 2 .14 0  is  amended to read:

Sec . 14 .4 2 .14 0 . M inu te s o f m eetings. The boaid shall keep minutes o f  each 

meeting held to ca rry  out its re sp o n sib ilit ie s under A S 14 .4 2 .13 0  - 14 .42 .39 0  and 

send a certified copy to the governor and to the Legislative Budget and Audit 

Committee.

*  S e c . 5 . A S  14 .4 2 .15 0  is  amended to read:

Sec. 14 .4 2 .15 0 . A dm inistration  o f a ffa irs . The board shall manage the assets 

and business o f the corporation and may adopt bylaws and regulations, in accordance 

with A S  44.62 (Administrative Procedure A ct), governing the manner in w hich the 

b u sin e ss o f the corporation under A S  14 .4 2 .13 0  - 14 .42 .390  is  conducted and the 

manner in which its powers under A S  14 .4 2 .13 0  - 14 .42.390 are exercised. The board 

sha ll delegate supervision o f the administration o f the corporation to the executive 

d ire c to r  [O FF IC ER ] o f the corporation.

*  S e c . 6. A S  14 .4 2 .17 0  is  amended to read:

Sec . 14 .4 2 .17 0 . S ta ff. The em ployees o f the Alaska C om m ission  on 

Postsecondary Education shall serve as sta ff for the corporation in connection  w ith  

the e xe rc ise  o f  it s re sp o n sib ilit ie s under A S  14 .4 2 .13 0  - 14 .42 .390 .

*  S e c . 7 . A S  14 .4 2 .19 0  is  amended to read:

Sec . 14 .4 2 .19 0 . Budget. The portion  o f the operating budget o f  the 

corporation used in  connection w ith  the e xe rc ise  o f  it s  re sp o n sib ilit ie s u nder 

A S  14 .4 2 .13 0  - 14 .42 .390  is  subject to A S  37.07 (Executive Budget Act).

*  See. 8 . A S  14.42.200 is  amended to read:

W O R K  D R A F T  W O R K  D R A F T  1-LS1394\H
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Sec . 14 .42.200 . G enera l pow ers. In addition to other powers granted under 

A S  14 .4 2 .13 0  - 14 .42 .390  [IN T H IS  C H A P TER ], the corporation, in  the exe rc ise  o f 

it s  pow er and fu n ctio n s under A S 14 .4 2 .13 0  - 14 .42 .390 . may

(1)  sue and be sued in its own name;

(2) adopt an officia l seal;

(3) adopt regulations under A S  44.62 (Adm inistrative Procedure Act) 

to carry out the purposes o f this chapter;

(4) make and execute agreements, contracts, and other instruments 

necessary or convenient in the exercise o f the powers and functions o f the corporation 

u n d er A S  14 .4 2 .13 0  - 14 .42 .390 . including contracts with a person or governmental 

entity;

(5) receive, administer, and comply with the conditions and 

requirements respecting any appropriation, gift, grant, or donation o f property or 

m oney;

(6) borrow money as provided in A S 14 .42 .220  [T H IS  C H A P TER ] to 

carry out its corporate purposes under A S 14 .4 2 .13 0  - 14 .42 .390  and issue its 

obligations as evidence o f the borrowing;

(7) include in a borrowing under A S 14 .42 .220  the amounts to pay 

financing charges, interest on the obligations for a period not exceeding one year after 

the date on which the corporation estimates funds w ill otherw ise be available to pay 

the interest, consultant, advisory, and legal fees, and other expenses necessary or 

incident to the borrowing;

(8) invest or reinvest, subject to its contracts with noteholders and 

bondholders, money held under A S 14 .4 2 .13 0  - 14 .42 .390  by the corporation as set 

out in A S  3 7 .10 .0 7 1 ;

(9) co llect from a borrower amounts owed with respect to a student 

loan the corporation has purchased;

(10 ) gather information on student loans available to residents o f 

Alaska and dissem inate the information to reasonably assure that qualified residents 

are aware o f financial resources available to those attending or desiring to attend 

institutions for which loans may be made under A S  14.43.090 - 14 .43 .325 , 14.43.600 -

W O R K  D R A F T  W O R K  D R A F T  ]-LS1394\H
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14.43.700, or 14.43.710 - 14.43.750;

(11) service student loans held by the corporation;

(12) purchase or participate in the purchase of student loans;

(13) contract in advance for the purchase or sale of student loans;

(14) sell or participate in the sale, either public or private and on terms 

authorized by the board, of student loans to the Student Loan Marketing Association 

or to other purchasers;

(15) collect and pay reasonable fees and charges in connection with the 

purchase, sale, and servicing of student loans;

(16) enter into agreements with the federal government, including 

guaranty agreements and supplemental guaranty agreements as described in the United 

States Higher Education Act of 1965, as necessary to provide for the receipt by the 

corporation of administrative allowances and other benefits available under the United 

States Higher Education Act of 1965;

(17) administer federal m o n e y  allotted to the state involving insured 

student loans and related administrative costs and other matters;

(18) enter into agreements with the Alaska Commission on 

Postsecondary Education relating to student loans [, T H E  A D M I N I S T R A T I O N  O F  

T H E  S T U D E N T  L O A N  F U N D  C R E A T E D  U N D E R  A S  14.42.210,] and the payment 

of and security for bonds of the corporation i ssu ed  under A S  14 .4 2 .2 20 ;

(19) to the extent permitted under contracts with bond holders, consent 

to the modification of the rate of interest, time of payment of an installment of 

principal or interest, or other terms of a student loan purchased by the corporation;

(20) procure insurance against any loss in connection with the operation 

of its programs u nder A S  14.42.130 - 14.42.390;

(21) provide advisory services to borrowers and other participants in 

the corporation's programs under A S  14.42.130 - 14.42.390;

(22) enter into credit facility agreements to ca rry  out the purp oses o f

A S  14.42.130 - 14.42.390 and make pledges, covenants, and agreements with respect

to the repayment of borrowings under the credit facility agreements;

(23) do all acts necessary, convenient, or desirable to carry out the

W O R K  D R A F T  WORK D R A F T  1-LS1394\H
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pow ers exp ressly  granted or necessarily implied in A S  14 .4 2 .13 0  - 14 .42 .390  

[A S 14 .42 .10 0  - 14.42.390].

*  Sec . 9. A S  14 .42 .210(a) is  amended to read:

(a) The student loan fund is  established in the corporation. T he  [S T U D E N T  

LO A N ] fund is  a trust fund to be used to carry out the purposes o f A S  14 .4 2 .13 0  - 

14 .4 2 .39 0  [AS 14 .42 .10 0  - 14.42.390], A S 14.43.090 - 14 .4 3 .3 2 5 , 14.43.600 -

14.43.700 , 14 .4 3 .7 10  - 14 .43 .750 , and A S 14.44.025. The fund co n sist s  o f  money or 

assets appropriated or transferred to the corporation for the fund and money or assets 

deposited in it by the corporation. The corporation may establish separate accounts 

in the fund.

*  S e c . 10 . A S  14 .42 .2 10 (b) is  amended to read:

(b) M oney and other assets o f the student loan fund may be used to secure 

bonds o f  the corporation issu ed  under A S  14 .42 .220 . invested in student loans and 

investm ents under A S  3 7 .10 .0 7 1 , and used to purchase loans approved under 

A S  14.43.090 - 14 .43 .325 , 14.43.600 - 14.43.700, or 14 .4 3 .7 10  - 14 .4 3 .750 .

*  S e c . 1 1 .  A S  14 .4 2 .2 10  is  amended by adding a new subsection to read:

(d) At the end o f each fisca l year, the corporation sha ll determine whether 

a ssets o f the student loan fund exceed the amount necessary to carry out the purposes 

o f  the fund under (a) and (b) o f this section. I f  the corporation determ ines that there 

arc e xce ss assets in the student loan fund, it shall notify the legislature o f the amount 

o f the e x ce ss, and the legislature may appropriate that amount to the power cost 

equalization and rural e lectric capitalization fund (A S 42.45.100).

*  Se c . 12 .  A S  14 .42.220(f) i s  amended to read:

(f) The corporation may not issue bonds under th is  se c t io n , other than 

refunding bonds, during any two consecutive fisca l years in an aggregate amount 

greater than $125,000,000 unless the legislature, by law, approves issuance o f a greater 

amount.

*  Se c . 1 3 .  A S  14 .42 .270  is  amended to read:

S e c . 14 .42 .270 . Pledge and agreement o f  state. The state pledges to and 

agrees with holders o f bonds issued by the form er Alaska Student Loan Corporation 

o r  by the A laska H o u sin g  F inance C orp ora tion  u n d e r A S  14 .42 .220

W O R K  D R A F T  W O R K  D R A F T  1-LS1394\H
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[C O R P O R A T IO N ] that the state w ill not limit or alter the rights and powers vested in 

the corporation under A S  14 .4 2 .13 0  ■ 14 .42.390 IA S  14 .42 .10 0  - 14 .42 .390] to fu lfill 

the terms o f  a contract made by the form er A laska Student L o a n  C orp ora tion  or 

hv the A la sk a  H o u sin g  Finance C o rp o ra tio n  u n d er A S  14 .42 .220  

[C O R P O R A TIO N ] with the bondholders or in any way impair the rights and remedies 

o f the bondholders until the bonds, together with the interest on them with interest on 

unpaid installm ents o f  interest, and all costs and expenses in connection with an action 

or proceeding by or on behalf o f the bondholders, are fu lly  met and discharged. The 

corporation may include this pledge and agreement o f the state in a contract with 

bondholders.

*  Sec . 1 4 .  A S  14 .4 2 .280  is  amended to read:

Sec . 14 .4 2 .280 . Exem ption from  taxation. The real and personal property of 

the corporation and its assets, income, and receipts are declared to be the property of 

a political subd iv ision  o f the state and devoted to an essential public and governmental 

function and purpose, and the property, assets, incom e, receipts, and other interests o f 

the corporation are exempt from all taxes and special a ssessm ents o f the state or a 

political subd iv ision  o f the state, including municipalities, school d istricts, public utility 

d istr ic ts , and other governmental units. Bonds o f the corporation issu ed  under 

A S  14 .4 2 .220  are declared to be issued by a political subd iv ision  o f  the state and for 

an essential public and governmental purpose, and the bonds, interest on them, income 

from  them, and transfer o f them, and all assets, incom e, and receipts pledged to pay 

or secure the payment o f the bonds, or interest on them, are exempt from taxation by 

or under the authority o f the state, except for inheritance and estate taxes and taxes on 

transfers by or in contemplation o f death.

*  Sec. 1 5 .  A S  14 .42 .290  is  amended to read:

S e c . 14 .4 2 .2 9 0 . B o nd s legal investm ents fo r  f id u c ia r ie s . The bonds o f the 

corporation issu e d  u n d e r A S  14 .42.220  are secu ritie s in w hich public o ffice rs and 

bodies o f the state, m unicipalities, insurance companies, insurance associations, other 

p erson s carrying on an insurance business, banks, bankers, trust com panies, savings 

banks, sa v ing s a ssocia tions, building and loan associa tions, investment companies, 

other p erson s carrying on a banking business, adm inistrators, guardians, executors,

W O R K  D R A F T  W O R K  DRAFT 1-LS1394\H
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trustees, other fiduciaries, and other persons who are authorized to invest in bonds or 

other obligations o f the state [,] may properly and legally invest funds i tcluding capital 

in their control or belonging to them. Notwithstanding any other p ro v isio n s o f law, 

the bonds o f the corporation issued  under A S 14 .42 .220  are also secu ritie s that may 

be deposited with and may be received by public o ffice rs and bodies o f the state and 

m unicipa lities for any purpose for which the deposit o f bonds or other obligations o f 

the state i s  not or may be authorized.

*  Sec . 1 6 .  A S  14 .42.300 is  amended to read:

Sec . 14.42.300 . Operation o f certain statutes excepted, (a) In  the exe rc ise  

o f  it s  p o w ers and fu nction s under A S 14 .4 2 .13 0  - 14 .42 .390 . the [TH E] corporation

( 1)  i s  not a municipality as the term is  defined in A S  0 1.10 .0 60 a

(2) except [. E X C E P T ] as provided in A S  14 .4 2 .19 0 , [TH E  

C O R P O R A T IO N ] is  not subject to A S  3 7 : and

(3) fo r  [. FOR] all other purposes^ [TH E  C O R P O R A T IO N ] is  a 

politica l subd iv ision  and an instrumentality o f the state.

(b) The funds, income, and receipts o f the corporation that are obtained bv 

it in  the e xe rc ise  o f  it s  pow ers and fu nction s u n d er A S  14 .4 2 .13 0  - 14 .4 2 .39 0  are 

not money o f the state, nor may real property in w'hich the corporation has an interest 

be considered land owned in fee by the state or to which the state may become entitled 

or in any way land belonging to the state, or state land referred to in art. V I I I  o f  the 

A laska Constitution.

*  S e c . 1 7 .  A S  14 .4 2 .3 10  is  amended to read:

Se c . 14 .4 2 .3 10 . A nnual audit. The financial records o f the corporation that 

rela te to it s  e xe rc ise  o f its pow ers and fu n ctio n s under A S  14 .4 2 .13 0  - 14 .42 .390  

sha ll be audited annually by the legislative auditor or by a certified public accountant 

approved by the legislative auditor. The legislative auditor may prescribe the form and 

content o f  these [THE] financial records o f the corporation and shall have a cce ss to 

these records at any time.

*  Se c . 1 8 .  A S  14 .42 .390  is amended to read:

S e c . 14 .42 .39 0 . D efin it io n s. In A S  14 .4 2 .13 0  - 14 .42 .390  fA S  14 .4 2 .10 0  - 

14 .42 .390 ],

-7-
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( 1)  "board" means the board of directors o f the corporation;

(2) "corporation" means the Alaska H o u sin g  F in a n ce  [ST U D E N T  

LO AN ] Corporation (A S 18 .56 .020 ).

*  Sec . 19 . A S  14.43.090(a) is  amended to read:

(a) There is  created a scholarship revolving loan fund. The fund shall be used 

to make scho larsh ip  loans to students selected under A S  14.43.090 - 14 .4 3 .160 , to pay 

the co sts o f  co llecting  scholarsh ip loans that are in default i f  those co sts are not 

recovered from the student, and to pay the costs of administering the fund. U n le ss the 

instrument evidencing the scholarship loan has been so ld  or assigned to the fo rm er 

Alaska Student Loan Corporation o r to the A laska H o u sin g  F in a n ce  C o rp o ra tio n , 

repayments o f  principal and interest on a scholarship loan sha ll be paid into the 

scholarship revolving loan fund. I f  money estimated to be available is  inadequate to 

fu lly  fund estimated scholarsh ip loans for any fiscal year, additional funding from the 

general fund may be requested and appropriated for that year.

*  Sec . 20. A S  14.43.090(d) is  amended to read:

(d) The com m ission  may se ll or assign notes and other instruments evidencing 

scholarship loans to the Alaska Housing Finance [ST U D E N T  LO A N ] Corporation and 

enter into agreements with the corporation relating to loans [, T H E  

A D M IN IS T R A T IO N  O F T H E  ST U D E N T  LO A N  F U N D  C R E A T E D  U N D ER  

A S  14 .4 2 .2 10 ,]  and the payment of and security fo r bonds o f  the corporation. 

Proceeds from the sale or assignment o f notes and other instrum ents shall be deposited 

in the scho la rsh ip  revolving loan fund.

*  Sec . 2 1 .  A S  14 .4 3 .12 0 (0  is  amended to read:

(0  Interest on a loan made under A S  14.43.090 - 14 .4 3 .16 0  is  equal to the 

interest rate

( 1)  paid in each year on bonds issued by the fo rm e r Alaska Student 

Loan Corporation o r  the Alaska Housing Finance C o rp o ra tion  under A S  14.42.220; 

and

(2) necessary to pay the administrative cost o f the student loan program 

that is  represented by the loan.

*  Sec . 22. A S  14 .4 3 .120(r) is  amended to read:

W O R K  D R A F T  W O R K  DRAFT 1-LS1394\H
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(r) The  rate o f interest, time of payment o f an installment o f  principal or 

interest, or other terms o f a scholarship loan may be modified i f  required to establish 

or maintain tax-exempt status under 26 U .S .C . 103 (Internal Revenue Code o f 1986), 

as amended, for the interest on bonds issued by the fo rm er Alaska Student Loan 

Corporation o r  the A laska H ousing  F inance C o rp o ra tio n .

*  S e c . 2 3 . A S  14 .4 3 . 20(t) i s  amended to read:

(t) Payment of interest under (1) o f this section and forg iveness under (s) o f 

th is section  are subject to appropriation by the legislature. M oney obtained from  the 

sale o f bonds by the form er Alaska Student Loan Corporation o r  the A laska H ousing  

F in a n ce  C o rp o ra tio n  under A S  14 .42 .220  may not be appropriated fo r the payment 

o f interest or the forgiveness o f  loans.

*  S e c . 24 . A S  14 .43 .120 (u ) i s  amended to read:

(u) The com m ission by regulation shall set a loan origination fee, not to 

exceed five  percent o f the total scholarsh ip  loan amount, to be assessed  upon a 

scho la rsh ip  loan that is  funded from the student loan fund o f the Alaska H o u sin g  

F ina nce  [S T U D E N T  LO AN] Corporation. The loan origination fee shall be deducted 

at the time the loan is  disbursed. Subject to appropriation, the loan origination fees 

shall be deposited into an origination fee account within the student loan fund o f the 

Alaska H o u sin g  F inance [ST U D E N T  LO AN ] Corporation, and subsequently used by 

the corporation to offset lo sse s incurred as a result o f death, d isab ility , default, or 

bankruptcy o f  the borrower.

*  S e c . 2 5 . A S  14 .43.255(a) is  amended to read:

(a) There is  created a memorial scho larsh ip  revolving loan fund. T h e  fund 

sha ll be used to provide educational scholarsh ip loans to students selected under 

A S  14 .43 .250  - 14 .43 .325 . U n le ss the instrument evidencing the memorial scho larsh ip  

loan has been so ld  or assigned to the fo rm er Alaska Student Loan Corporation o r  the 

A la sk a  H o u sing  F inance C orp ora tion , repayments o f a loan shall be deposited into 

the memorial scho larsh ip  revolving loan fund and sha ll be used to make new loans.

*  S e c . 26 . A S  14 .4 3 .255(c) is  amended to read:

(c) The com m ission may se ll or assign notes and other instruments evidencing 

mem orial scho larsh ip  loans to the Alaska H o u sing  F inance  [S T U D E N T  LO A N ]

W O R K  D R A F T  W O R K  D R A F T  1-LS1394\H
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Corporation and enter into agreements with the corporation relating to loans [, T H E  

A D M IN IS T R A T IO N  OF T H E  ST U D E N T  LO A N  FU N D  C R E A T E D  U N D E R  

A S  14 .42 .2 10 ,] and the payment o f and security for bonds o f  the corporation. 

Proceeds from the sale or assignment of a note or other instrument sha ll be deposited 

in the appropriate memorial scho larsh ip loan fund account.

*  Sec . 2 7 . A S 14 .43 .620  is  amended to read:

Sec . 14 .43 .6 20 . T ea ch er sch o la rsh ip  revolv ing loan fu nd , (a) There i s  

created a teacher scho larsh ip  revolving loan fund. The fund sha ll be used to make 

scho larsh ip  loans to students selected under A S  14.43.600 - 14 .43 .70 0 . U n le ss  the 

instrument evidencing the teacher scholarship loan has been so ld  or assigned to the 

fo rm e r Alaska Student Loan Corporation o r the A la ska  H o u sin g  F inance  

C o rn o ra tio n . repayments o f principal and interest on a teacher scho la rsh ip  loan shall 

be paid into the teacher scholarship revolving loan fund and shall be used to make new 

teacher scho larsh ip  loans. I f  estimated funds available are inadequate to fu lly  fund 

estimated teacher scho larsh ip  loans for any fisca l year, additional funding from the 

general fund may be requested and appropriated for that year.

(b) The com m ission may se ll or assign notes and other instrum ents evidencing 

teacher scho larsh ip  loans to the Alaska H ousing F inance [S T U D E N T  LO AN ] 

Corporation and enter into agreements with the corporation relating to loans [, T H E  

A D M IN IS T R A T IO N  O F T H E  S T U D E N T  LO A N  F U N D  C R E A T E D  U N D E R  

A S  14 .42 .2 10 ] and the payment o f and security for bonds o f the corporation. Proceeds 

from the sale or assignment o f the notes or other instruments sha ll be deposited in the 

teacher scho larsh ip  revolving loan fund.

*  S e c . 28 . A S  14 .4 3 .720  is  amended to read:

Sec . 14 .4 3 .720 . F a m ily  education loan account, (a) T h e  fam ily education 

loan account i s  created within the scholarship revolving loan fund (A S  14.43.090). 

The account sha ll be used to make family education loans to fam ilie s selected under 

A S  14 .4 3 .7 10  - 14 .43 .750 , to pay the costs o f collecting fam ily education loans that 

are in default i f  those co sts are not recovered from the fam ily, and to pay the co sts o f 

administering the account. U n le ss the instrument evidencing the fam ily education loan 

has been so ld  or assigned to the fo rm er Alaska Student Loan Corporation o r  the

W O R K  D R A F T  W O R K  DRAFT 1-LSI394VH
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A laska H ou sing  F inance Corporation , repayments o f principal and interest on family 

education loans sha ll be paid into the family education loan account. I f  estimated 

funds available from fam ily education loan repayments are inadequate to fu lly  fund 

estimated fam ily education loans in a fiscal year, additional funding from the general 

fund may be requested and appropriated for that year.

(b) The com m ission may sell or assign notes and other instruments evidencing 

fam ily education loans to the Alaska H ousing  F inance  [S T U D E N T  LO A N ] 

Corporation and enter into agreements with the corporation relating to loans [, T H E  

A D M IN IS T R A T IO N  O F T H E  S T U D E N T  LO A N  FU N D  C R E A T E D  U N D E R  

A S  14 .42 .2 10 ,] and the payment o f and security for bonds o f the corporation. Proceeds 

from  the sale or assignm ent o f notes and other instruments sha ll be deposited in the 

fam ily education loan account.

*  S e c . 29 . A S  2 1.76 .0 80(b) i s  amended to read:

(b) An expenditure may be made from a jo in t insurance fund only to

( 1)  pay cla im s, lo sse s, or benefits, including interest on them, and the 

administrative and adjustment expenses incurred in connection with them, involving 

the types o f protection for which the fund provides coverage as specified  in the jo in t 

insurance agreement;

(2) pay contractual obligations o f a jo in t insurance fund established by 

a municipal jo in t insurance arrangement to the Alaska H ousing  F ina nce  C orp ora tion  

[M U N IC IP A L  B O N D  B A N K  A U T H O R IT Y ] or other lender; and

(3) purchase insurance coverage for members o f  a municipal jo in t 

insurance arrangement on a group basis.

*  Sec . 30. A S  4 4 .85 .0 10  is  amended to read:

S e c . 4 4 .85 .0 10 . Leg isla tive  p o licy , (a) It is  the po licy  o f  the state

( 1)  to foster and promote by all reasonable means the provision  o f 

adequate capital markets and facilities for borrowing money by m unicipa lities in  the 

state to finance capital improvements or for other authorized purposes, to a ssist  these 

m unicipa lities in fu lf illin g  their capital needs and requirements by use o f  borrowed 

money w ithin statutory interest rate or cost o f  borrowing lim itations, to the greatest 

extent p o ssib le  to reduce co sts o f borrowed money to taxpayers and residents o f  the

W O R K  D R A F T  W O R K  D R A F T  1-LS1394YH
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state, and equally to encourage continued investor interest in the purchase o f bonds or 

notes o f  m unicipalities as sound and preferred securities for investm ent;

(2) to encourage municipalities to continue their independent 

undertakings and financing o f capital improvements and other authorized purposes and 

to a ssist  them by making capital funds available at reduced interest co sts  fo r orderly 

financing o f capital improvements and other purposes especia lly  during periods o f 

restricted credit or money supply, particularly for those m unicipa lities not otherw ise 

able to borrow for capital needs;

(3) to a ssist m unicipalities to provide for adequate insurance coverage 

by authorizing the Alaska H o u sing  F inance C orpora tion  [M U N IC IP A L  B O N D  

B A N K  A U T H O R IT Y ]  to issu e  negotiable or nonnegotiable revenue bonds, notes, or 

certificates o f  participation either directly or through an entity it may create for the 

purpose o f  providing a self-insurance program for m unicipalities o r m unicipal jo in t 

insurance arrangements organized under A S  2 1 .7 6 .

(b) The legislature further declares that

( 1)  the exe rc ise  o f the powers o f the state in the interest o f its 

m unicipalities is  required to further and implement the po lic ie s declared in  (a) o f this 

section  by authorizing the A laska H ousing  F inance C o rp o ra t io n  to e xe rc ise  

[C R E A T IO N  OF A  S T A T E  BO N D  B A N K  A U T H O R IT Y  A S  A  B O D Y  C O R P O R A TE  

A N D  P O L IT IC  T H A T  W IL L  H A V E ] full powers to borrow m oney and to issu e  its 

bonds and notes to make capital funds available for borrowing by m unicipa lities and 

by granting broad powers to the corporation to function as a bond bank authority to 

carry out the declared p o lic ie s, which are in the public interest o f  the state and its 

taxpayers and residents;

(2) state funds should be applied or authorized to be paid to a state 

co rp o ra tio n  in  it s  capacity a s a bond bank authority only to provide adequate 

assurance and security to the holders o f the bonds or notes o f the bond bank authority;

(3) the A la ska  H o u sing  F inance C o rp o ra tio n  [B O N D  B A N K  

A U T H O R IT Y ]  should conduct its operations to provide the low est rates in terms o f 

borrow ing to m unicipalities as i s  consistent with a self-supporting operation with no 

expectation o f  subsid ization with state funds; the legislature does not intend that the

W O R K  D R A F T  W O R K  D RAFT 1-LS1394\H
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bond bank authority be utilized as a means to finance m unicipa lities beyond their 

capability to meet repayment schedules and debt service requirements o f  bonds or 

notes.

*  Sec . 3 1 .  A S  44.85.070 is  amended to read:

Sec . 44.85.070 . Sta ff. [TH E BO ND B A N K  A U T H O R IT Y  S H A L L  E M P L O Y  

A N  E X E C U T IV E  S E C R E T A R Y  W HO M A Y  W IT H  T H E  A P P R O V A L  O F T H E  

B O N D  B A N K  A U T H O R IT Y  S E L E C T  AN D E M P L O Y  A D D IT IO N A L  S T A F F  

A S  N E C E S S A R Y . E M P L O Y E E S  AND A G E N T S  O F T H E  B O N D  B A N K  

A U T H O R IT Y  O T H E R  T H A N  L E G A L  C O U N SE L  A N D  T H E  E X E C U T IV E  

S E C R E T A R Y  A R E  IN  T H E  C L A S S IF IE D  S E R V IC E  U N D E R  A S  39.25.] In  addition 

to its staff o f regular em ployees, the bond bank authority may contract for and engage 

the serv ice s o f  the bond counsel, consultants, experts, and financial advisors the bond 

bank authority co n sid e rs necessary for the purpose o f developing inform ation, or 

conducting stud ies, investigations, hearings, or other proceedings.

*  Sec. 32 . A S  44.85.080 is  amended to read:

S e c . 44 .85.080 . P ow ers o f  bond bank authority . The bond bank authority

may

( 1)  sue and be sued;

(2) adopt and alter an officia l seal;

(3) m z k e  and enforce bylaws and regulations fo r the conduct o f  its 

business and for the use o f  its se rv ice s and facilities;

(4) maintain an office at any place in the state;

(5) acquire, hold, use, and dispose o f its income, revenues, funds, and 

money to ca rry  out the p u rp o se s o f  th is chanter:

(6) acquire, rent, lease, hold, use, and d ispo se  o f  other personal 

property fo r its purposes under th is chapter:

(7) subject to A S 44.85.100(b), borrow money and issu e  its negotiable 

bonds or notes u nder th is chapter and provide for and secure their payment, provide 

for the rights o f their holders and purchase, hold and d ispose o f  any [OF IT S ]  bonds 

or notes issu e d  u n d er th is  ch a nter:

(8) f ix  and revise from time to time and charge and co llect fees and

W O R K  D R A F T  W O R K  DRAFT 1-LS1394\H

-13-
New Texi: Underlined (DELETED TEXT BRACKETED]

CSHB 396( )



1

2

3

4

5

6

7

8

9

10

1 1

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

29

30

31

charges for the use o f its se rv ice s or fa cilit ie s;

(9) to ca rry  out the purp oses o f th is  chapter, accept g ifts or grants 

from the United States, or from any governmental unit or person, firm , o r corporation, 

carry out the terms or p rov ision s or make agreements with respect to the g ifts or 

grants, and do all things necessary, useful, desirable, or convenient in connection with 

procuring, accepting, or d isposing  o f the g ifts or grants;

(10) do anything authorized by this chapter, through its o ffice rs, agents, 

or em ployees or by contracts with a person;

( 1 1 )  make, enter into, and enforce all contracts necessa ry, convenient, 

or desirable fo r the purposes o f the bond bank authority or pertaining to a loan to a 

politica l subd iv ision , a purchase or sale o f municipal bonds or other investm ents, or 

the performance o f its duties and execution o f any o f its powers under th is chapter;

( 12 )  purchase or hold municipal bonds at prices and in a manner the 

bond bank authority considers advisable, and se ll municipal bonds acquired or held by 

it at p rices without relation to cost and in a manner the bond bank authority considers 

advisable;

( 13 )  invest funds or money o f the bond bank authority not required at 

the time o f investment for loan to political subdiv isions tor the purchase o f  municipal 

bonds, in the same manner as permitted for investment o f funds belonging to the state, 

except as otherw ise provided in th is chapter;

( 14 )  prescribe the form o f application or procedure required o f a 

politica l subd iv ision  for a loan or purchase o f its municipal bonds, f ix  the terms and 

conditions o f the loan or purchase, and enter into agreements with political 

su b d iv ision s with respect to loans or purchases;

( 15 )  render serv ice s to a political subdivision in connection with a 

public or private sale o f its municipal bonds, including advisory and other se rv ice s, and 

charge for se rv ice s rendered;

( 16 )  charge for its co sts and serv ice s in review or consideration o f a 

proposed loan to a political subdiv ision  or purchase by the bond bank authority o f 

municipal bonds o f  the political subdiv ision , whether or not the loan i s  made or the 

municipal bonds purchased;

W O R K  D R A F T  W O R K  D R A F T  1-LS1394NH
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( 17 )  f ix  and establish terms and provisions with respect to a purchase 

o f municipal bonds by the bond bank authority, including date and maturities o f  the 

bonds, provisions as to redemption or payment before maturity, and any other matters 

w hich in connection with the purchase are necessary, desirable, o r advisable in the 

judgment o f the bond bank authority;

( 18 )  procure insurance against any lo sse s  in connection with its 

property, operations, or assets in amounts and from insurers as it con siders desirable;

(19 ) to the extent permitted under [ITS] contracts with the holders o f 

bonds or notes issu e d  u n d e r th is  chapter [OF T H E  B O N D  B A N K  A U T H O R IT Y ] , 

consent to m odification o f the rate o f interest, time and payment o f installm ent o f 

principal or interest, security  or any other term o f a bond or note, contract or 

agreement o f  any kind to w hich the bond bank authority is  a party;

(20) by regulation, create a new entity for the purpose o f  issu in g  

negotiable or nonnegotiable revenue bonds, notes, or certificates o f  participation to 

finance a se lf-insurance program for municipalities or municipal jo in t  insurance 

arrangements organized under A S  2 1 .7 6 ; the powers, duties, and m em bership o f  the 

new entity shall be lim ited to the powers, duties, and membership o f the authority and 

stated in the regulation; the new entity shall be a public corporation and an 

instrumentality o f the state with the same legal existence and continuing su cce ssio n  as 

the bond bank authority; and

(2 1)  do all acts and things necessary, convenient, or desirable to carry 

out the powers exp re ssly  granted or necessarily implied in this chapter.

*  S e c . 33. A S  44 .85 .10 0  is  amended to read:

Sec. 44 .85 .10 0 . A nnual report and audit, (a) Before October 1 o f each year 

the bond bank authority shall make a report o f its activities under th is  ch a nter for the 

preceding fisca l year to the governor and notify the legislature that the report i s  

available. The  report m ust [SH A LL] set out a complete operating and financial 

statement covering its operations under th is chapter during the year. The  bond bank 

authority must have an audit o f its books and accounts kent under th is chapter made 

at least once in each year by certified public accountants. T h e  [A N D  T H E ] co st o f 

the audit shall be considered an expense of the bond bank authority* and a copy o f the
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audit sha ll be filed with the com m issioner o f revenue and the legislature.

(b) The bond bank authority shall include in the report required by (a) o f  this 

section an estimate o f the amount o f revenue bonds o f the bond bank authority to be 

issued under th is chanter during the fisca l year following the fisca l year in which the 

report is  submitted. U nd er th is chanter, the [THE] bond bank authority may not 

issu e  revenue bonds, other than refunding bonds, in excess o f  $50,000,000 during any 

fisca l year beginning after June 30, 19 8 1 ,  un less the legislature, by law, approves the 

estimate required by th is subsection for that fisca l year.

*  Se c . 34 . A S  4 4 .8 5 .1 10  is  amended to read:

Sec . 4 4 .8 5 .1 10 . A nnual budget. The bond bank authority sha ll prepare and 

submit [AN A N N U A L  B U D G ET] under A S  37.07 (Executive Budget Act) the portion 

o f  the A laska H o u sing  F inance C orp ora tion  budget used in  connection  w ith  the 

e x e rc ise  o f it s  re sp o n sib ilit ie s under th is  chanter.

*  Se c . 35 . A S  4 4 .85 .12 0  i s  amended to read:

S e c . 4 4 .8 5 .12 0 . C a re  and custody o f bonds. The bond bank authority, in 

accordance with A S  36.30 (State Procurement Code), may enter into agreements or 

contracts with a bank, trust company, banking or financial institution in side  or outside 

the state as may be necessary, desirable, or convenient, in the opinion o f the bond 

bank authority, fo r rendering serv ice s in connection with the care, custody, or 

safekeeping o f municipal bonds or other investments held or owned by the bond bank 

authority under th is chapter, for rendering serv ice s in connection with the payment 

or co llection o f amounts payable as to principal or interest, and for rendering serv ice s 

in connection with the delivery to the bond bank authority o f municipal bonds or other 

investments purchased by it or so ld  by it under th is chapter, and to pay the co st o f 

those se rv ice s. The bond bank authority may also, in connection with any o f the 

se rv ice s to be rendered by a bank, trust company, or banking or financial institution 

as to the custody and safekeeping o f its municipal bonds or investm ents u nder th is 

chapter, require security in the form o f collateral bonds, surety agreements, or security 

agreements in such form and amount as, in the opinion of the bond bank authority, is  

necessary or desirable.

*  Se c . 36 . A S  44 .85 .180 (a) is  amended to read:
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(a) Subject to A S  44.85.100(b), the bond bank authority may issu e  its bonds 

or notes in principal amounts that it considers necessary to provide funds fo r any 

purposes under th is chapter, including

( 1)  the purchase o f municipal bonds;

(2) the making o f loans through the purchase o f municipal bonds, notes, 

or certificates o f  participation secured by an agreement between the bond bank 

authority and a m unicipality or a municipal jo in t insurance arrangement organized 

under A S  2 1 .7 6 ;

(3) the payment, funding, or refunding o f the principal o f, or interest 

or redemption premiums on, bonds or notes issued under th is  ch a p ter [B Y  IT ]  

whether the bonds or notes or interest to be funded or refunded have or have not 

become due;

(4) the establishment or increase o f reserves to secure o r to pay bonds 

or notes or interest on bonds or notes and all other costs or expenses o f the bond bank 

authority incident to and necessary or convenient to carry out its corporate purposes 

and powers under th is  ch a p ter.

*  S e c . 3 7 . A S  44 .85 .180 (b ) is  amended to read:

(b) Except as otherwise provided in this chapter or by the bond bank authority, 

every issue of bonds or notes under th is chapter shall be general obligations payable 

out o f  the revenues or funds o f the bond bank authority, subject on ly  to agreements 

with the holders o f particular bonds or notes pledging a particular revenue or fund. 

Bonds or notes may be additionally secured by a pledge o f a grant or contributions 

from  the United States or the state or a political subdivision or a person, firm , or 

corporation, or a pledge o f income or revenues, funds or money o f the bond bank 

authority from any source whatsoever.

*  S e c . 3 8 . A S  4 4 .85 .180 (c) i s  amended to read:

(c) Notwithstanding the prov isions o f (a) and (b) o f  th is section , the total 

amount o f [BOND B A N K  A U T H O R IT Y ] bonds and notes issued  under th is  chanter 

outstanding at any one time, except bonds or notes issued to fund or refund bonds or 

notes, may not exceed $300,000,000.

*  Se c . 39 . A S  44.85.230  is  amended to read:

-17- C S H B  396( )
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Sec . 44 .85.230 . P urchase and d isp o sit io n  o f own ob liga tion s. The  bond

bank authority may purchase bonds or notes issued  under th is  cha p ter [OF T H E

B O N D  B A N K  A U T H O R IT Y ] out o f its funds or money [A V A IL A B L E  F O R  T H E  

P U R C H A S E  O F IT S  OW N BO N D S A N D  N O TES]. The bond bank authority may 

hold, cancel, or resell the bonds or notes subject to and in accordance with agreements

with holders o f its bonds or notes.

*  S e c . 40. A S  44.85.260 is  amended to read:

Sec. 44.85.260. Presum ption o f valid ity. After issuance u nder th is  chapter, 

all bonds or notes [OF T H E  BO N D  B A N K  A U T H O R IT Y ] sha ll be co n c lu siv e ly  

presumed to be fu lly  authorized and issued under the laws o f the state, and a person 

or a municipality is  estopped from questioning their authorization, sa le , issuance, 

execution, or delivery by the bond bank authority o r the fo rm er A laska M u n ic ip a l 

B ond  Bank A u th o rity .

*  Sec . 4 1 .  A S  44.85.270(a) is  amended to read:

(a) The bond bank authority shall establish and maintain a special fund called 

the "A laska municipal bond bank authority reserve fund" in w hich there sha ll be 

deposited or transferred

( 1)  all money appropriated by the legislature for the purpose o f  the 

fund in accordance with the provisions o f (g) o f this section;

(2) all proceeds o f bonds required to be deposited in the fund by terms 

o f a contract between the bond bank authority o r the form er A laska M u n ic ip a l B ond 

Bank A uthority  and [ITS] bondholders or a resolution o f the bond bank authority o r  

the fo rm e r A laska M u n icip a l Bond Bank A uthority  with respect to the proceeds o f 

bonds;

(3) all other money appropriated by the legislature to the reserve fund;

and

(4) any other money or funds o f the bond bank authority that it decides 

to deposit in the fund.

*  S e c . 42 . A S  44.85.270(b) i s  amended to read:

(b) Subject to the provisions o f (h) o f this section, money in the reserve fund 

sha ll be held and applied so le ly  to the payment o f the interest on and principal o f

W O R K  D R A F T  W O R K  D R A F T  1-LS1394\H
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bonds issued  under th is  chanter [OF T H E  BO ND B A N K  A U T H O R IT Y ]  as the 

interest and principal become due and payable and for the retirement o f bonds; and the 

money may not be withdrawn if  a withdrawal would reduce the amount in the reserve 

fund to an amount le s s  than the required debt service reserve except fo r payment o f 

interest then due and payable on bonds and the principal o f bonds then maturing and 

payable and for the retirement o f  bonds in accordance with the terms o f a contract 

between the bond bank authority o r  the fo rm er A laska M u n ic ip a l B ond  Bank 

A u thority  and [ITS] bondholders and for which payments o f other money o f the bond 

bank authority is  not then available. In this subsection, "required debt serv ice reserve" 

means, as o f the date o f  computation, the amount required to be on deposit in the 

reserve fund as provided by resolution o f the bond bank authority o r  the fo rm er 

A la ska  M u n ic ip a l B ond  Bank A u th o rity .

*  S e c . 43 . A S 44.85.270(f) i s  amended to read:

(f) Notwithstanding any other provision o f this chapter, bonds may not be 

issued  under th is  chapter [B Y  T H E  BO N D  B A N K  A U T H O R IT Y ] u n le ss there i s  in 

the reserve fund the required debt serv ice reserve for all bonds then issued  and 

outstanding and for the bonds to be issued, however, the bond bank authority may 

sa tisfy  this requirement by depositing as much o f the proceeds o f  the bonds to be 

issu ed , upon their issuance, as i s  needed to meet the required debt se rv ice  reserve. 

The bond bank authority may at any time issue its bonds or notes fo r the purpose o f 

increasing the amount in the reserve fund to the required debt se rv ice  reserve, or to 

meet whatever higher or additional reserve that may be fixed  by the bond bank 

authority with respect to the fund.

*  Se c . 44 . A S 44 .85 .270(i) i s  amended to read:

(i) A ll references to the "reserve fund" in this section include special accounts 

w ithin the reserve fund w hich may be created [B Y T H E  A U T H O R IT Y ] to secure the 

payment o f particular bonds. The com m issioner o f revenue may lend su rp lu s money 

in the general fund to the bond hank authority for deposit to any account in the 

reserve fund in an amount equal to the required debt service reserve. The loans shall 

be made on such terms and conditions as may be agreed upon by the com m issioner 

o f  revenue and the bond bank authority, including, without lim itation, terms and

W O R K  D R A F T  W O R K  D R A F T  1-LS1394\H
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cond ition s providing that the loans need not be repaid until the obligations o f the 

corporation secured and to be secured by the account in the reserve fund are no longer 

outstanding.

*  Sec . 45 . A S  44 .85 .290  is  amended to read:

S e c . 44 .85 .290 . A pplication o f fu nd s. M oney or investm ents in a fund or 

account o f the bond bank authority established or held for bonds, notes, indebtedness, 

or liab ility to be paid, funded, or refunded by issuance o f bonds or notes issu ed  under 

th is  ch a n te r, un less the resolution authorizing die bonds or notes provides otherwise, 

sha ll be applied to the payment or retirement o f the bonds, notes, indebtedness or 

lia b ility  issu e d  o r  in cu rred  under th is cha p ter, arid to no other purpose.

*  Sec . 46 . A S  4 4 .8 5 .3 10  is  amended to read:

S e c . 4 4 .8 5 .3 10 . Default in  payment. I f  the bond bank authority defaults in 

the payment o f principal o f or interest on [AN IS S U E  OF] notes or bonds issu ed  

under th is chanter [A FTER  T H E Y  B E C O M E  D U E ], whether at maturity or upon call 

for redemption, and the default continues for 30 days, or i f  the bond bank authority 

fa ils or refu ses to com ply with this chapter or defaults in an agreement made with the 

holders o f [A N  IS S U E  OF] notes or bonds issu ed  under th is  ch a nter, the holders o f 

25 percent in the aggregate principal amount o f the outstanding notes or bonds o f that 

issu e , by instrument filed in the office o f the clerk o f  the d istrict court o f  the first 

ju d ic ia l d istrict and executed in the same manner as a deed to be recorded, may 

appoint a trustee to represent the holders o f those notes or bonds fo r the purposes 

provided in th is chapter.

*  Sec . 4 7 . A S  44.85.320(a) is  amended to read:

(a) A  trustee appointed under A S  4 4 .85 .3 10  [T H IS  S E C T IO N ] may, and shall 

in  the trustee’s  name, upon written request o f the holders o f  25 percent in  principal 

amount o f the outstanding notes or bonds,

( 1)  by c iv il action enforce all rights o f the noteholders or bondholders, 

includ ing  the right to require the bond bank authority to co llect rates, charges, and 

other fees and to co llect interest and amortization payments on m unicipal bonds and 

notes held by it adequate to carry out an agreement as to, or pledge o f, the rates, 

charges, and other fees and o f the interest and amortization payments, and to require

W O R K  D R A F T  W O R K  D R A F T  I-LS1394\H
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the bond bank authority to carry out any other agreements with the holders o f the notes 

or bonds and to perform its duties under th is chapter;

(2) bring a c iv il action upon the notes or bonds;

(3) by c iv il action require the bond bank authority to account as i f  it 

were the trustee o f  an exp ress trust for the holders o f the notes or bonds;

(4) by c iv il action enjoin anything that may be unlawful or in violation 

o f the rights o f the holders o f  the notes or bonds;

(5) declare all the notes or bonds due and payable, and i f  all defaults 

are made good, then with the consent o f the holders o f 25 percent o f  the principal 

amount o f the outstanding notes or bonds, annul the declaration and its consequences;

(6) the trustee, in addition to the foregoing, has all the powers 

necessary for the exercise  o f functions specifica lly  set out or incident to the general 

representation o f bondholders or noteholders in the enforcement and protection o f their 

rights.

*  S e c . 4 8 . A S  4 4 .8 5 .4 10 (1)  i s  amended to read:

( 1)  "bond bank authority" means the Alaska H o u sin g  F in a n ce  

C o rp o ra tion  (A S 18 .56 .020 ) in  it s  capacity as a bond hank a u th o rity  w h ile  

ca rry in g  out it s fu n ctio n s under th is  chapter [M U N IC IP A L  B O N D  B A N K  

A U T H O R IT Y  E S T A B L IS H E D  B Y  A S 44.85.020];

*  S e c . 49. A S  44.85.420 is  amended to read:

Sec . 44.85.420 . S h o rt  title . T h is  chapter may be cited as the Alaska 

M unicipal Bond Bank Authority Act or the Alaska M unicipal Bond Bank A ct. [IN  

T R A N S A C T IO N S  IN V O L V IN G  G E N E R A L  O B L IG A T IO N  B O N D S  O F 

M U N IC IP A L IT IE S , T H E  A L A S K A  M U N IC IP A L  B O N D  B A N K  A U T H O R IT Y  

C R E A T E D  B Y  T H IS  C H A P T E R  M A Y  B E  R E F E R R E D  T O  A S  T H E  A L A S K A  

M U N IC IP A L  BO N D  B A N K  W IT H  T H E  S A M E  L E G A L  E F F E C T  A S  IF  T H E  

R E F E R E N C E  W E R E  T O  A L A S K A  M U N IC IP A L  BO N D  B A N K  A U T H O R IT Y .]

*  Sec . 50. A S  14 .42 .10 0 , J4 .4 2 .1 10 , 14 .42 .120 , 14 .42 .160 , 14 .42 .2 10 (c) ; A S  3 9 .2 5 .1 10 ( 12 ) ;

A S  39.50.200(b)(33); A S  44.85.020, 44.85.030, 44.85.040, 44.85.060 ; 4 4 .85 .4 10 (2 ) ;

A S  44.99.030(a)(8), and 44.99.030(a)(13) are repealed.

*  S e c . 5 1 .  The uncodified law o f the State o f  Alaska i s  amended by adding a new section

W O R K  D R A F T  W O R K  D R A F T  1-LS1394VH
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to read:

T R A N S IT IO N , (a) The assets and liabilities o f the Alaska Student Loan Corporation 

and the Alaska M unicipal Bond Bank Authority are transferred to the Alaska Housing Finance 

Corporation on the effective date o f th is Act.

(b) Regulations o f  the Alaska Student Loan Corporation or the Alaska Municipal Bond 

Bank Authority in effect on the effective date ol this Act remain in effect until repealed or 

amended by the A laska H ousing Finance Corporation. The regulations may be amended by 

the Alaska H ou sing  Finance Corporation any time after th is A ct takes effect.

*  Sec . 52 . The uncodified law o f the State o f Alaska i s  amended by adding a new section 

to read:

A L A S K A  H O U S IN G  F IN A N C E  C O R P O R A TIO N  M A Y  P U R C H A S E  C E R T A IN  

L O A N S , (a) N otw ithstanding any other provision o f law, the A laska H ousing Finance 

Corporation may purchase, at an appropriate discount mutually satisfactory to the board o f 

directors o f the A laska H ousing Finance Corporation and the board o f d irectors o f the Alaska 

Student Loan Corporation, the student loans that are held on the day immediately before the 

effective date o f  th is A ct by the Alaska Student Loan Corporation. The Alaska Student Loan 

Corporation sha ll deposit the fu ll amount received under th is subsection in the general fund.

(b) Notw ithstanding any other provision o f law, the A laska H ousing Finance 

Corporation may purchase, at an appropriate discount mutually satisfactory to the board of 

directors o f the A laska H ousing  Finance Corporation and the board o f d irectors o f the Alaska 

M unicipal Bond Bank Authority, the loans that are held on the day immediately before the 

effective date o f  th is A ct by the Alaska Municipal Bond Bank Authority. The Alaska 

Municipal Bond Bank Authority shall deposit the fu ll amount received under this subsection 

in the general fund.

W O R K  D R A F T  W O R K  DRAFT 1-LS1394YH
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A la s k a  S t a t e  L e g i s la t u r e  

H o u se  o f  R e p re se n ta t iv e s 

M in o r it y  L e a d e r

A la sk a  S ta te  C ap ito l 
Jun eau , A la sk a  9 9 8 0 1 -1182 
1-888-465-4919 (to ll free) 
1-907-465-2137 (fax)

R e p re se n ta tiv e  E th a n  B e rk o w itz  
D istrict 13

Date: February 17 , 2000 

T o : Representative Fred Dyson

From : Representative Ethan Berkowitz 

R E : H E S S  hearing on HB 396

In te r im  A dd ress 
716 W est Fou rth  A venue 
(phon e) 1-907-269-0130 

(fax ) 1-907-269-0132

I  w ish  to request a hearing on House B ill 396, “ An Act transferring the assets, liab ilitie s, 
and responsib ilitie s o f the Alaska Municipal Bond Bank Authority and o f the Alaska 
Student Loan Coiporation to the Alaska Housing Finance Corporation; and relating to the 
Alaska H ousing Finance Corporation.”

HB 396 received a referral to the H E SS  committee because it involves the Alaska Student 
Loan Corporation. W h ile  the legislation would transfer the corporation’s  assets, 
lia b ilitie s, and responsib ilitie s to the A H FC , it does not change student loan programs. 
Indeed, the e ffic iencie s associated with consolidating the state’ s  financial agencies w ill 
result in better serv ices to loan recipients.

The major public po licy  issue  o f HB 396 is  fisca l. Therefore, I look forward to 
demonstrating to the committee that it w ill maintain the statu;, quo with respect to student 
loans so  the fisca l questions may be answered in the Finance committee.

Please contact me or my staff, Patrick Flynn, i f  you need further information. Thank you 
for your assistance in this matter.

E-mail:

S p o n so r  Statem ent

ak.it s



L E G A L  S E R V I C E S

( 9 0 7 )  4 6 5 - 3 8 6 7  o r  4 6 5 - 2 4 5 0  
FAX  ( 9 0 7 )  4 6 5 - 2 0 2 9  
Mail S to p  3 1 0 1

DIVISION OF LE G A L AND R ESEA R C H  S E R V IC E S  
LEG ISLA TIV E A FFA IR S AGEN CY 

ST A TE OF A LA SK A S ta te  C ap ito l 
Ju n e au , A la sk a  9 9 8 0 1 -1 1 8 2  

D e liv e r ie s  to: 1 2 9  6th S t., R m . 3 2 9

M E M O R A N D U M February 17 , 2000 FEB 1 7 mug
S U B JE C T : Sectional Summary: Alaska Housing Finance Corporation (HB 396)

T O : Representative Ethan Berkowitz, M inority  Leader 
Attn: Patrick Flynn

F R O M : Tamara Brandt Cook
Director

S e c s. 1 and 2 : Deletes references to the Alaska M unicipal Bond Bank Authority.

Secs. 3 - 10 : Adds references to statutes that apply under existing  law to the responsib ilities 
o f  the Alaska Student Loan Corporation, which are transferred to the Alaska Flousing 
Finance Corporation in th is b ill, to avoid having the prov isions apply to other activities o f

Sec . 1 1 :  D irects A H FC  to determine each year whether assets o f  the student loan fund 
exceed the amount it needs to cariy out the purposes o f  the fund and to notify the legislature 
o f  the amount o f  any exce ss. The legislature may appropriate the e x c . ... m the power cost 

equalization and rural electric capitalization fund.

S e c s. 1 3 - 1 7 :  Adds references to statutes that apply under existing law to the responsib ilities 
o f  the Alaska Student Loan Corporation, which are transferred to A H F C  under th is b ill, to 
avoid having the p rov isions apply to activities o f  A H FC  that are not related to those 
re sp onsib ilitie s. Adds references in some provisions to the former Alaska Student Loan 
Corporation when that corporation may have issued bonds that could be involved in the 
application o f  the provisions.

Sec. 1 8 :  Changes the definition o f  "coqioration" from the Alaska Student Loan Corporation

Sees. 19 -2 8 : Technical changes to conform statutes to the transfer o f  responsib ilitie s from 
the Alaska Student Loan Corporation to A H FC.

S e c s. 29 and 30: Technical changes to substitute A H FC  for the M unicipal Bond Bank 
Authority.

A H F C .

to A H FC .

SECTIO N A L AN A LYSIS



Sec . 3 1 :  E lim inates references to particular em ployees o f  the M unicipal Bond Bank 
Authority under the assumption that employees o f  A H F C  w ill perform functions formerly 

performed by authority employees.

Secs. 30-46: Adds references to "th is chapter" as necessary to lim it application o f  provisions 
to functions o f  A H F C  that involve bond bank responsib ilitie s transferred to A H F C  under this 
b ill. Adds references to the "former Alaska M unicipal Bond Bank Authority" so  that certain 
provisions w ill continue to apply to bonds issued or agreements entered into by the authority 

before its re sp o n sib ilit ie s are transferred.

Sec. 4 7 : C o rrects a m isreferenced section that appears in ex ist in g  law.

Sec. 4 8 : D efines "bond bank authority" to mean A H F C  when it i s  carrying out the functions 
o f  a bond bank transferred to it under this b ill.

Sec. 49 : Deletes language dealing with the way in w hich  the Alaska M unicipal Bond Bank 
Authority may be referred to.

Sec. 50: Repeals the section creating the Alaska Student Loan Corporation and providing 
that it may not be terminated as long as it has bonds or other obligations outstanding. 
Repeals se ctio n s dealing with the purpose o f  the A laska Student Loan Corporation, its 
governing body, and its executive director. Repeals a provision authorizing the student loan 
fund to be administered by the Alaska Com m ission  on Postsecondary Education. Repeals 
the section creating the Alaska M unicipal Bond Bank Authority and those dealing with its 
board o f  d irectors, o ffice rs and meetings, and defin ing "bond s" to mean those o f  the 
authority. Repeals certain references to the Alaska Student Loan Corporation and to the 
Alaska M unicipa l Bond Bank Authority.

Sec. 5 1 :  T ransfers the assets and liabilities o f  the Alaska Student Loan Corporation and the 
Alaska M unicipal Bond Bank authority to A H FC  on the effective date o f  th is b ill. Provides 
that regulations o f  the two former corporations remain in effect until repealed or amended 

by A H F C .

R ep resen ta tive  E than B e rk o w itz
Feb rua ry  17, 2000
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