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8 2 0 3  >1
V a s s a r / B e r r i e r

I N  THE HOUSE BY THE F INA NCE  COMMITTEE

HOUSE B I L L  NO.

I N  THE LE G IS LA T U R E  OF THE STATE OF ALASKA 

ELEVENTH LE G ISLA TURE  -  SECOND S E S S IO N
i  .

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  e s t a b l i s h i n g  t h e  A l a s k a  L o a n  C o r p o r a t i o n ;

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

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

e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE LEG IS LA TU R E  OF THE STATE OF ALASKA :

*  S e c t i o n  1 .  AS 4 4 . 6 0  i s  a m e n d e d  b y  a d d i n g  n ew  s e c t i o n s  t o  r e a d :

CHAPTER 6 0 .  SMALL B U S IN E S S  DEVELOPMENT CORPORAT ION  

OF ALASKA AND ALASKA LOAN CORPORA T IO N .

A R T IC L E  5 .  ALASKA LOAN CORPORAT ION .

S e c .  4 4 . 6 0 . 4 0 0 .  ALASKA LOAN CORPORAT ION .  T h e  A l a s k a  L o a n  C o r p o ­

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

D s p a r t m e n t  o f  C om m e r c e  a n d  E c o n o m i c  D e v e l o p ,  e n t ,  b u t  w i t h  a  l e g a l  e x i s ­

t e n c e  i n d e p e n d e n t  o f  a n d  s e p a r a t e  f r o m  t h e  b t a t e .  T h e  c o r p o r a t i o n  m ay  

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

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

p a s s  t o  t h e  s t a t e .

S e c .  4 4 . 6 0 . 4 0 5 .  CORPORATION GOVERNING BODY .  ( a )  T h e  c o r p o r a t i o n  

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

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

t i o n ,  o r  t h e i r  d e s i g n e e s ,  a n d  f o u r  m e m b e r s  a p p o i n t e d  b y  t h e  g o v e r n o r .

T h e  a p p o i n t m e n t  o r  r e a p p o i n t m e n t  o f  a  m em b e r  t o  t h e  b o a r d ,  i n c l u d i n g  a n  

e x  o f f i c i o  m e m b e r ,  i s  s u b j e c t  t o  c o n f i r m a t i o n  b y  a  m a j o r i t y  v o t e  o f  t h e  

m e m b e r s  o f  t h e  l e g i s l a t u r e  i n  j o i n t  s e s s i o n .  I f  t h e  l e g i s l a t u r e  f a i l s  

t o  c o n f i r m  t h e  a p p o i n t m e n t  o f  a n  e x  o f f i c i o  m e m b e r ,  t h e  g o v e r n o r  may
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a p p o i n t  a n o t h e r  m em b e r  f r o m  t h e  p u b l i c  t o  r e p l a c e  t h e  e x  o f f i c i o  m e m b e r ;  

h o w e v e r ,  t h e  p u b l i c  m em b e r  who  r e p l a c e s  t h e  e x  o f f i c i o  m e m b e r  may  n o t  b e  

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

a p p o i n t m e n t  o f  t h e  e x  o f f i c i o  m e m b e r .

( b )  A l l  b o a r d  m e m b e r s  s e r v e  f o r  o n e - y e a r  t e r m s .  T h e  t e r m s  e x p i r e  

o n  F e b r u a r y  1 o f  e a c h  y e a r .

( c )  I f  a  v a c a n c y  o c c u r s  o n  t h e  b o a r d ,  t h e  g o v e r n o r  s h a l l  m a k e  a n  

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

t e r m .

( d )  B o a r d  m e m b e r s  s e r v e  w i t h o u t  c o m p e n s a t i o n  e x c e p t  t h a t  e a c h  

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

e x p e n s e s  a t  t h e  s am e  r a t e  p a i d  t o  m e m b e r s  o f  s t a t e  b o a r d s  u n d e r  AS 3 9 . -  

2 0 . 1 8 0 .

S e c .  4 4 . 6 0 . 4 1 0 .  MEET INGS OF BOARD. T h e  b o a r d  s h a l l  e l e c t  a  c h a i r ­

m an  f r o m  am ong  i t s  m e m b e r s h i p  a t  i t s  f i r s t  m e e t i n g  i n  e a c h  y e a r .  A 

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

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

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

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

S e c .  4 4 . 6 0 . 4 1 5 .  M INUTES OF M EET IN GS .  T h e  b o a r d  s h a l l  k e e p  m i n u t e s  

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

t o  t h e  g o v e r n o r .

S e c .  4 4 . 6 0 . 4 2 0 .  A D M IN ISTR A T IO N  OF CORPORAT ION .  T h e  b o a r d  s h a l l  

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

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

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

p o w e r s  a r e  e x e r c i s e d .  T h e  b o a r d  m ay  d e l e g a t e  t h e  a d m i n i s t r a t i o n  o f  t h e  

c o r p o r a t i o n  t o  a  e x e c u t i v e  d i r e c t o r ,  a p p o i n t e d  i n  a c c o r d a n c e  w i t h  AS 4 4 . \ 
6 0 . 4 5 0 ,  a n d  may  d e l e g a t e  t o  h im  o t h e r  d u t i e s  i t  c o n s i d e r s  p r o p e r .
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S e c .  4 4 . 6 0 . 4 2 5 .  EX E C U T IV E  D IR E C T O R .  T h e  c o r p o r a t i o n  s h a l l  e m p l o y  

a n  e x e c u t i v e  d i r e c t o r  w ho  m ay  n o t  b e  a  m em b e r  o f  t h e  b o a r d .  T h e  e x e c u ­

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

o f  t h e  b o a r d .

S e c .  4 4 . 6 0 . 4 3 0 .  LOAN COMMITTEE .  ( a )  T h e  b o a r d  s h a l l  e m p l o y  t h r e e  

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

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

AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0 .

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

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

t h e  c o r p o r a t i c n .

S e c .  4 4 . 6 0 . 4 3 5 .  LEGAL A D V IS O R .  T h e  a t t o r n e y  g e n e r a l  i s  t h e  l e g a l  

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

m a t t e r s  a n d  r e p r e s e n t  i t  i n  s u i t s .

S e c .  4 4 . 6 0 . 4 4 0 .  CORPORAT ION S T A F F .  T h e  b o a r d  m ay  a p p o i n t  o t h e r  

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

e x e c u t i v e  d i r e c t o r  m ay  h i r e  e m p l o y e e s  o f  t h e  c o r p o r a t i o n  a n d ,  s u b j e c t  t o  

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

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

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

o f f i c e r s  a n d  e m p l o y e e s  o f  t h e  c o r p o r a t i o n  a r e  i n  t h e  e x e m p t  s e r v i c e  

u n d e r  AS 3 9 . 2 5 . 1 1 0 .

S e c .  4 4 . 6 0 . 4 4 5 .  INTERDEPARTMENTAL COOPERAT ION .  D e p a r t m e n t s ,  

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

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

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

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

S e c .  ^ 4 . 6 0 . 4 5 0 .  R E G U LA T IO N S .  T h e  b o a r d  may  a d o p t  r e g u l a t i o n s ,  i n  

a c c o r d a n c e  w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  (A S  4 4 . 6 2 ) ,  t o  c a r r y
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o u t  t h e  p u r p o s e s  o f  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0 .

S e c .  4 4 . 6 0 . 4 5 5 .  BUDGET .  T h e  o p e r a t i n g  b u d g e t  o f  t h e  c o r p o r a t i o n  

i s  s u b j e c t  t o  t h e  E x e c u t i v e  B u d g e t  A c t  (A S  3 7 . 0 7 ) .

S e c .  4 4 . 6 0 . 4 6 0 .  GENERAL POWERS OF THE CORPORAT ION .  I n  a d d i t i o n  t oi

o t h e r  p o w e r s  g r a n t e d  i n  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0 ,  t h e  c o r p o r a t i o n  m ay

( 1 )  s u e  a n d  b e  s u e d  i n  i t s  own  n a m e ;

( 2 )  a d o p t  a n  o f f i c i a l  s e a l ;

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

c o n d u c t  o f  i t s  b u s i n e s s ;

( 4 )  r e c e i v e ,  a d m i n i s t e r ,  a n d  c o m p l y  w i t h  t h e  c o n d i t i o n s  a n d  

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

( 5 )  m a k e  a n d  e x e c u t e  a g r e e m e n t s ,  c o n t r a c t s ,  a n d  o t h e r  i n s t r u ­

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

t i o n s  o f  t h e  c o r p o r a t i o n  u n d e r  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0 ,  i n c l u d i n g  

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

o t h e r  e n t i t y ;

( 6 )  b o r r o w  m o n e y  a s  p r o v i d e d  i n  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  t o  

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

o f  t h e  b o r r o w i n g ;

( 7 )  p r o c u r e  i n s u r a n c e  a g a i n s t  a  l o s s  i n  c o n n e c t i o n  w i t h  i . s

o p e r a t i o n ;

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

f i n a n c i a l  i n s t i t u t i o n s  i n  t h e  s t a t e  i n  a c c o r d a n c e  w i t h  AS 4 4 . 6 0 . 4 6 5 ;

( 9 )  a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y ,  o r  a n  i n t e r e s t  i n  r e a l  

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

a c q u i s i t i o n  i s  n e c e s s a r y  o r  a p p r o p r i a t e  t o  p r o t e c t  a  m o r t g a g e  o r  n o t e  i n  

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

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

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

( 1 0 )  a d m i n i s t e r  m o n e y  r e c e i v e d  b y  t h e  s t a t e  t h r o u g h  t h e  i s s u -  j 

a n c e  o f  g e n e r a l  o b l i g a t i o n  b o n d s  f o r  l o a n s  t o  v e t e r a n s ;

( 1 1 )  d o  a l l  a c t s  n e c e s s a r y ,  c o n v e n i e n t  o r  d e s i r a b l e  t o  c a r r y  

o u t  t h e  p o w e r s  e x p r e s s l y  g r a n t e d  o r  n e c e s s a r i l y  i m p l i e d  i n  AS 4 4 . 6 0 . 4 0 0  ■ 

4 4 . 6 0 . 5 4 0 .

S e c .  4 4 . 6 0 . 4 6 5 .  PURCHASE OF MORTGAGES AND N O TES ,  ( a )  S u b j e c t  t o  

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

(A S  4 4 . 6 0 . 4 7 0 )  a n d  m o n e y  f r o m  t h e  s a l e  o f  i t s  b o n d s ,  t h e  c o r p o r a t i o n  

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

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

p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  f o r  t h e  p u r p o s e s  d e s c r i b e d  i n  AS 4 4 . 6 0 . -  

4 7 5 .

T  ( b )  T h e  c o r p o r a t i o n  may  o n l y  p u r c h a s e  a  m o r t g a g e  o r  n o t e  w h i c h  i s  i
o f  t h e  q u a l i t y ,  t y p e ,  a n d  c l a s s  w h i c h  w o u l d  m e e t  t h e  p u r c h a s e  s t a n d a r d s

^   i m p o s e d  b y  p r i v a t e  i n s t i t u t i o n a l  m o r t g a g e  a n d  n o t e  i n v e s t o r s .  ------

( c )  T h e  c o r p o r a t i o n  m ay  o n l y  p u r c h a s e  a  m o r t g a g e  o r  a  n o t e  i f  i t  

s e c u r e s  a  l o a n  w h i c h  b e a r s  i n t e r e s t  a t  a  r a t e  n o t  i n  e x c e s s  o f  

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

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

s u b s e c t i o n .

S e c .  4 4 . 6 0 . 4 7 0 .  MORTGAGE AND NOTE FUND ,  ( a )  T h e  c o r p o r a t i o n  

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

r e q u i r e d  t o  b e  d e p o s i t e d  i n  a  c a p i t a l  r e s e r v e  f u n d  u n d e r  AS 4 4 . 6 0 . 4 9 0 ,  

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

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

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

( b )  T h e  m o r t g a g e  a n d  n o t e  f u n d  may  b e  u s e d  o n l y  f o r  t h e  p u r c h a s e
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y y s
o f  m o r t g a g e s  a n d  n o t e s  d e s c r i b e d  i n  AS 4 4 . 6 0 . 5 £ f h

S e c .  4 4 . 6 0 . 4 7 5 .  P E R M I S S I B L E  PURCHASES OF MORTGAGES AND N O TES .  T h e  

c o r p o r a t i o n  m ay  p u r c h a s e  m o r t g a g e s  a n d  n o t e s  w h i c h  s e c u r e

( 1 )  c o n s t r u c t i o n  l o a n s  t o  s p o n s o r s ,  d e v e l o p e r s , .  a n d  b u i l d e r s  

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

( 2 )  m o r t g a g e  l o a n s  t o  s p o n s o r s ,  d e v e l o p e r s ,  b u i l d e r s ,  o w n e r s

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

( 3 )  l o a n s  t o  i n d i v i d u a l  c o m m e r c i a l  f i s h e r m e n  f o r  t h e  r e p a i r ,

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

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

v e s s e l s ;

( 4 )  l o a n s  t o  l o c a l  d e v e l o p m e n t  c o m p a n i e s  t o  a s s i s t  i n  n ew  

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

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

t o  s e c u r e  a  l o a n  f o r  a  p o r t i o n  o f  t h e  c o s t  o f  t h e  p r o j e c t  f r o m  t h e  S m a l l  

B u s i n e s s  A d m i n i s t r a t i o n  u n d e r  1 5  U . S . C .  s e c .  6 9 6  ( s e c t i o n  5 0 2  o f  t h e  A c t  

o f  C o n g r e s s  e n t i t l e d  " S m a l l  B u s i n e s s  I n v e s t m e n t  C om pan y  A c t  o f  1 9 5 8 "  a s  

a m e n d e d ) ;

( 5 )  l o a n s  t o  s m a l l  b u s i n e s s e s  t o  a c q u i r e ,  f i n a n c e  o r  r e ­

f i n a n c e  o r  e q u i p  b u s i n e s s e s ;

( 6 ' l o a n s  t o  p e r s o n s ,  f i r m s ,  b u s i n e s s e s  o r  m u n i c i p a l i t i e s  

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

t a t i o n ,  o r  m a i n t e n a n c e  o f  s t r u c t u r e s  w h i c h  a r e

( A )  w i t h i n  t h e  b o u n d a r i e s  o f  a n  h i s t o r i c a l  d i s t r i c t  

e s t a b l i s h e d  u n d e r  AS 2 9 . 4 8 . 1 1 0 ;

( B )  i d e n t i f i e d  a s  i m p o r t a n t  i n  s t a t e  o r  n a t i o n a l  h i s t o r y  

a s  p r o v i d e d  i n  AS 2 9 . 4 8 . 1 1 0 ( b ) ;  o r

( C )  o t h e r  b u i l d i n g s  o r  s t r u c t u r e s  w i t h i n  a n  h i s t o r i c a l  

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

i n g s  o r  s t r u c t u r e s  t h a t  a r e  t h e  r e a s o n  f o r  t h e  a r e a ' s  d e s i g n a t i o n  

a s  a n  h i s t o r i c a l  d i s t r i c t .

S e c .  4 4 . 6 0 . 4 8 0 .  BONDS AND BOND A N T IC I P A T IO N  N OTES ,  ( a )  T h e  

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

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

( b )  T h e  p r i n c i p a l  a n d  i n t e r e s t  o n  t h e s e  b o n d s  o r  n o t e s  i s  p a y a b l e  

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

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

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

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

a n t i c i p a t i o n  n o t e s  m ay  b e  p a i d  f r o m  a s s e t s  o f  t h e  c o r p o r a t i o n .  B o n d s  o r  

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

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

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

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

( c )  B o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e s  m ay  b e  i s s u e d  i n  o n e  o r  m o r e  

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

o r  w i t h i n  t h e  m ax im um  r a t e ,  b e  i n  t h e  d e n o m i n a t i o n ,  b e  i n  t h e  f o r m ,  

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

v i s i o n s ,  h a v e  t h e  r a n k  o r  p r i o r i t y ,  b e  e x e c u t e d  i n  t h e  m a n n e r  a n d  f o r m ,  

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

i n s i d e  o r  o u t s i d e  t h e  s t a t e ,  b e  s u b j e c t  t o  a u t h e n t i c a t i o n  b y  a  t r u s t e e  

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

w i t h o u t  p r e m i u m ,  a s  t h e  r e s o l u t i o n  o f  t h e  c o r p o r a t i o n  m ay  p r o v i d e .  B o n d  

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

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

5 0  y e a r s  f r o m  i h e i r  d a t e ,  a s  m ay  b e  d e t e r m i n e d  b y  t h e  c o r p o r a t i o n .

B e f o r e  ♦'he p r e p a r a t i o n  o f  b o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e s ,  t h e  c o r p o r a -
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t i o * t  m a y  i s s u e  i n t e r i m  r e c e i p t s  o r  t e m p o r a r y  b o n d s  o r  b o n d  a n t i c i p a t i o n  

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

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

a r e  a v a i l a b l e  f o r  d e l ' v e r y .

( d )  B o n d s  o r  b o : i d  a n t i c i p a t i o n  n o t e s  m ay  b e  s o l d  i n  t h e  m a n n e r ,  o n  

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

( e )  I f  a n  o f f i c e r  v h o s e  s i g n a t u r e  o r  a  f a c s i m i l e  o f  w h o s e  s i g n a ­

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

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

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

s am e  a s  i f  h t  h a d  r e m a i n e d  i n  o f f i c e  u n t i l  d e l i v e r y .

( f )  I n  a  r e s o l u t i o n  o f  t h e  c o r p o r a t i o n  a u t h o r i z i n g  o r  r e l a t i n g  t o  

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

t h e  p o w e r

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

r e v e n u e s  t o  w h i c h  i t s  r i g h t  t h e n  e x i s t s  o r  m a y  t h e r e a f t e r  c om e  i n t o  

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

a n y  b o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e ' ; ;

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

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

( 3 )  t o  c o v e n a n t  a s  t o  t h e  u s e  a n d  d i s p o s i t i o n  o f  p a y m e n t s  o f  

p r i n c i p a l  o r  i n t e r e s t  r e c e i v e d  b y  t h e  c o r p o r a t i o n  o n  m o i  "> ;age l o a n s  o r  

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

( 4 )  t o  c o v e n a n t  a s  t o  e s t a b l i s h m e n t  o f  r e s e r v e s  o r  s i n k i n g  

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

s e r v e s  o r  s i n k i n g  f u n d s ;

( 5 )  t o  c o v e n a n t  f o r  o r  a g a i n s t  l i m i t a t i o n s  o n  a  r i g h t  t o  s e l l  

o r  o t h e r w i s e  d i s p o s e  o f  p r o p e r t y  o f  a n y  k i n d ;

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

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

t h e  b o n d s  a n d  n o t e s ;

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

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

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

d e b t s ;

( 8 )  t o  c o n v e n a n t  a s  t o  t h e  p a y m e n t  o f  t h e  p r i n c i p a l  o f  o r  

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

m e t h o d s  o f  t h e  p a y m e n t ,  a s  t o  t h e  r a n k  o r  p r i o r i t y  o f  t h e  b o n d s  o r  b o n d  

a n t i c i p a t i o n  n o t e s  w i t h  r e s p e c t  t o  a  l i e n  o r  s e c u r i t y ,  o r  a s  t o  t h e  

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

( 9 )  t o  p r o v i d e  f o r  t h e  r e p l a c e m e n t  o f  l o s t ,  s t o l e n ,  d e s t r o y e d  

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

( 1 0 )  t o  c o v e n a n t  a g a i n s t  e x t e n d i n g  t h e  t i m e  f o r  t h e  p a y m e n t  o f

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

p a t i o n  n o t e s ;

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

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

a n t i c i p a t i o n  n o t e s  o f  t h e  c o r p o r a t i o n ;

( 1 2 ) t o  c o v e n a n t  t o  c r e a t e  o r  a u t h o r i z e  t h e  c r e a t i o n  o f  s p e c i a l

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

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

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

t h e  m o n e y  h e l d  i n  t h e  f u n d s ;

( 1 3 )  t o  e s t a b l i s h  t h e  p r o c e d u r e ,  i f  a n y ,  b y  w h i c h  t h e  t e r m s  o f  

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

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

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

g i v e n ;

( 1 4 )  t o  c o v e n a n t  a s  t o  t h e  c u s t o d y  o f  a n y  o f  i t s  p r o p e r t i e s  o r  

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

t i o n  o f  i n s u r a n c e  m o n e y ;

( 1 5 )  t o  c o v e n a n t  a s  t o  t h e  t i m e  o r  m a n n e r  o f  e n f o r c e m e n t  o r  

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

r e a s o n  o f  o r  w i t h  r e s p e c t  t o  n o n p a y m e n t  o f  p r i n c i p a l  o r  i n t e r e s t  o f  

m o r t g a g e  l o a n s ;

( 1 6 )  t o  p r o v i d e  f o r  t h e  r i g h t s  a n d  l i a b i l i t i e s ,  p o w e r s  a n d  

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

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

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

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

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

a n d  i t s  c o n s e q u e n c e s  m ay  b e  w a i v e d ;

( 1 7 )  t o  v e s t  i n  a  t r u s t e e  o r  t r u s t e e s  i n s i d e  o r  o u t s i d e  t h e  

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

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

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

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

t i o n  n o t e s  o f  t h e  c o r p o r a t i o n  t o  a p p o i n t  a  t r u s t e e  u n d e r  AS 4 4 . 6 0 . 4 0 0  -  

4 4 . 6 0 . 5 4 0  o r  l i m i t  t h e  r i g h t s ,  p o w e r s  a n d  d u t i e s  o f  t h e  t r u s t e e ;

( 1 8 )  t o  p a y  t h e  c o s t s  o r  e x p e n s e s  i n c i d e n t  t o  t h e  e n f o r c e m e n t  

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

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

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

( 1 9 )  t o  a g r e e  w i t h  a  c o r p o r a t e  t r u s t e e  w h i c h  m ay  b e  a  t r u s t  

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

w h i c h  o r  i n  w h i c h  t h e  c o r p o r a t i o n  h a s  r i g h t s  o r  i n t e r e s t ;  t h e  a g r e e m e n t  

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

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

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

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

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

( 2 0 )  t o  a p p o i n t  a n d  p r o v i d e  f o r  t h e  d u t i e s  a n d  o b l i g a t i o n s  o f  

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

t h e  s t a t e ;

( 2 1 )  t o  l i m i t  t h e  r i g h t s  o f  t h e  h o l d e r s  o f  b o n d s  o r  b o n d  

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

n o t e s ;

( 2 2 )  t o  m a k e  c o v e n a n t s ,  i n  a d d i t i o n  t o  t h e  c o v e n a n t s  e x p r e s s l y  

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

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

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

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

S e c .  4 4 . 6 0 . 4 8 5 .  V A L I D I T Y  OF A PLEDG E .  A p l e d g e  o f  a s s e t s  o r  

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

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

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

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

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

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

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

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

t h e  c o r p o r a t i o n  f r o m  s e l l i n g  a s s e t s  s u b j e c t  t o  a  p l e d g e , • e x c e p t  t h a t  t h e  

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

S e c .  4 4 . 6 0 . 4 9 0 .  C A P IT A L  RESERVE  FUND,  ( a )  F o r  t h e  p u r p o s e  o f  

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

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

r e s e r v e  f u n d s " ,  a n d  s h a l l  p a y  i n t o  t h o s e  c a p i t a l  r e s e r v e  f u n d s  ( 1 )  m o n e y  

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

i t s  b o n d s  a n d  b o n d  a n t i c i p a t i o n  n o t e s ,  t o  t h e  e x t e n t  p r o v i d e d  i n  t h e  

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

a n d  ( 3 )  o t h e r  m o n e y  w h i c h  m ay  b e  m ad e  a v a i l a b l e  t o  t h e  c o r p o r a t i o n  f o r  

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

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

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

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

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

n o t e s ,  ( 3 )  t h e  p a y m e n t  o f  i n t e r e s t  o n  b o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e s ,  

o r  ( 4 )  t h e  p a y m e n t  o f  a n y  r e d e m p t i o n  p r e m i u m  r e q u i r e d  t o  b e  p a i d  w h en  

b o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e s  a r e  r e d e e m e d  b e f o r e  m a t u r i t y .  H o w e v e r ,  

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

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

( b )  o f  t h i s  s e c t i o n ,  e x c e p t  i f  t h e  w i t h d r a w a l  i s  f o r  t h e  p u r p o s e  o f  

m a k i n g  p a y m e n t ,  w h en  d u e ,  o f  p r i n c i p a l ,  i n t e r e s t ,  r e d e m p t i o n  p r e m i u m s  

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

n o t  a v a i l a b l e .  I n c o m e  o r  i n t e r e s t  e a r n e d  b y ,  o r  o t h e r  i n c r e m e n t  t o ,  a  

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

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

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

r e s e r v e  f u n d  r e q u i r e m e n t  i n  ( b )  o f  t h i s  s e c t i o n .

( b )  I f  t h e  c o r p o r a t i o n  d e c i d e s  t o  i s s u e  b o n d s  o r  b o n d  a n t i c i p a t i o n  

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

l e s s  t h a n  a  p e r c e n t ,  ( n o t  e x c e e d i n g  1 0  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  

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

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

( c a l l e d  t h e  " c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t " ) ,  u n l e s s  t h e  c o r p o r a t i o n ,  

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

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

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

( c )  I n  c o m p u t i n g  t h e  c a p i t a l  r e s e r v e  f u n d  r e q u i r e m e n t  f o r  t h e  

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

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

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

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

n o t e s ,  o r  b y  s om e  o t h e r  r e a s o n a b l e  m e t h o d  e s t a b l i s h e d  b y  t h e  c o r p o r a t i o n  

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

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

( d )  T h e  c h a i r m a n  o f  t h e  b o a r d  s h a l l  a n n u a l l y ,  n o  l a t e r  t h a n  

J a n u a r y  2 ,  m a k e  a n d  d e l i v e r  t o  t h e  g o v e r n o r  a n d  eh - a j raven o f  t h e  h o u g e -

a n 4 - s e n a - f e e - - ^ M ia n e e - - e om f lH r& t e e s  h i s  c e r t i f i c a t e  s t a t i n g  t h e  a m o u n t ,  i f  

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

f u n d  r e q u i r e m e n t .  T h e  l e g i s l a t u r e  m ay  a p p r o p r i a t e  t h e  a m o u n t ,  a n d  a l l  

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

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

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

( e )  W h e n e v e r  t h e  c o r p o r a t i o n  h a s  c r e a t e d  a n d  e s t a b l i s h e d  a  c a p i t a l  

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

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

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

s h a l l  b e  m ad e  o n  t h e  t e r m s  a n d  c o n d i t i o n s  a g r e e d  u p o n  b y  t h e  c o m m i s -
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s i o n e r  o f  r e v e n u e  a n d  t h e  c o r p o r a t i o n ,  i n c l u d i n g  w i t h o u t  l i m i t a t i o n  

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

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

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

S e c .  4 4 . 6 0 . 4 9 5 .  R E M E D IE S .  A h o l d e r  o f  a  b o n d  o r  b o n d  a n t i c i p a t i o n  

n o t e  o r  o f  c o u p o n s  a t t a c h e d  t o  t h em  i s s u e d  u n d e r  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . -  

5 4 0 ,  a n d  a  t r u s t e e  u n d e r  a  t r u s t  a g r e e m e n t  o r  r e s o l u t i o n  a u t h o r i z i n g  t h e  

i s s u a n c e  o f  t h e  b o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e s ,  e x c e p t  a s  r e s t r i c t e d  

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

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

o t h e r  c o n t r a c t  e x e c u t e d  b y  t h e  c o r p o r a t i o n  u n d e r  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . -  

5 4 0 ,  a n d  m ay  e n f o r c e  a n d  c o m p e l  t h e  p e r f o r m a n c e  o f  a l l  d u t i e s  r e q u i r e d  

b y  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  o r  b y  t h e  t r u s t  a g r e e m e n t  o r  r e s o l u t i o n  t o  

b e  p e r f o r m e d  b y  t h e  c o r p o r a t i o n  o r  b y  a n  o f f i c e r  o f  i t .

S e c .  4 4 . 6 0 . 5 0 0 .  NEGOT IABLE  INSTRUMENTS .  A l l  b o n d *  a n d  b o n d  a n t i c i ­

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

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

S e c .  4 4 . 6 0 . 5 0 5 .  O B L IG A T IO N S  E L I G I B L E  FOR INVESTMENT .  B o n d s  a n d  

b o n d  a n t i c i p a t i o n  n o t e s  i s s u e d  u n d e r  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  a r e  s e c u r i ­

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

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

a s s o c i a t i o n s ,  i n v e s t m e n t  c o m p a n i e s ,  e x e c u t o r s ,  a d m i n i s t r a t o r s ,  t r u s t e e s  

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

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

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

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

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

l a w .

S e c .  4 4 . 6 0 . 5 1 0 .  REFUND ING  O B L IG A T IO N S .  ( a )  T h e  c o r p o r a t i o n  may

- 1 4 -



1

2

3

4

J

6

7

8

9

10

11

12

13

14

1E

16

17

1E

1<

2(

21

2:

2:

2<

2!

2!

2

21

J

W O R K  D R A F T  P a P E R  W O R K  D R A F T  P A P E R  W O R K  D R A F T  P A P E R

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

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

s i o n s  o f  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0 ,  i n c l u d i n g  t h e  p a y m e n t  o f  a  r e d e m p t i o n  

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

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

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

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

t h e m  a r e  g o v e r n e d  b y  t h e  p r o v i s i o n s  o f  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  w h i c h  

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

t h o s e  p r o v i s i o n s  a r e  a p p r o p r i a t e .

( b )  R e f u n d i n g  o b l i g a t i o n s  m ay  b e  s o l d  o r  e x c h a n g e d  f o r  o u t s t a n d i n g  

b o n d s  i s s u e d  u n d e r  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  a n d ,  i f  s o l d ,  t h e  p r o c e e d s  

m ay  b e  a p p l i e d ,  i n  a d d i t i o n  t o  a n y  o t h e r  a u t h o r i z e d  p u r p o s e s ,  t o  t h e  

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

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

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

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

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

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

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

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

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

d i t i o n a l l y  g u a r a n t e e d  b y ,  t h e  U n i t e d  S t a t e s  o f  A m e r i c a  w h i c h  m a t u r e  o r  

w h i c h  w i l l  b e  s u b j e c t  t o  r e d e m p t i o n , '  a t  t h e  o p t i o n  o f  t h e  h o l d e r s  o f  

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

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

i n t e n d e d .

S e c .  4 4 . 6 0 . 5 1 5 .  C R E D IT  OF STATE NOT PLEDGED .  ( a )  B o n d s ,  b o n d  

a n t i c i p a t i o n  n o t e s  a n d  o b l i g a t i o n s  i s s u e d  u n d e r  t h e  p r o v i s i o n s  o f  AS 4 4 .
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6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  d o  n o t  c o n s t i t u t e  a  d e b t ,  l i a b i l i t y  o r  o b l i g a t i o n  o f  

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

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

p a y a b l e  s o l e l y  f r o m  t h e  r e v e n u e s  o r  a s s e t s  o f  t h e  c o r p o r a t i o n .  E a c h  

b o n d ,  b o n d  a n t i c i p a t i o n  n o t e  o r  r e f u n d i n g  o b l i g a t i o n  i s s u e d  u n d e r  AS 4 4 . '

6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  s h a l l  c o n t a i n  o n  i t s  f a c e  a  s t a t e m e n t  t h a t  t h e  c o r ­

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

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

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

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

e s t  o n  t h e  b o n d ,  n o t e  o r  o b l i g a t i o n .

( b )  E x p e n s e s  i n c u r r e d  b y  t h e  c o r p o r a t i o n  i n  c a r r y i n g  o u t  t h e  

p r o v i s i o n s  o f  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  a r e  p a y a b l e  f r o m  f u n d s  p r o v i d e d  

u n d e r  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  a n d  n o  l i a b i l i t y  m ay  b e  i n c u r r e d  b y  t h e  

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

S e c .  4 4 . 6 0 . 5 2 0 .  O F F IC E R S  NOT L I A B L E .  A m em b e r  o r  o t h e r  o f f i c e r  o f  

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

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

o b l i g a t i o n s ,  o r  t h e  i s s u a n c e  o f  t h e m .

S e c .  4 4 . 6 0 . 5 2 5 .  TAX EXEMPT ION .  A l l  p r o p e r t y  o f  t h e  m o r t g a g e  a n d  

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

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

a  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e .  B o n d s ,  b o n d  a n t i c i p a t i o n  n o t e s ,  

a n d  r e f u n d i n g  o b l i g a t i o n s  i s s u e d  u n d e r  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0  a r e  

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

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

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

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

t a x a t i o n  e x c e p t  f o r  t r a n s f e r ,  i n h e r i t a n c e  a n d  e s t a t e  t a x e s .
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S e c .  4 4 . 6 0 . 5 3 0 .  REPORTS  AND P U B L IC A T IO N S ,  ( a )  B y  J a n u a r y  1 0  o f  

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

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

s h a l l  b e  w r i t t e n  i n  e a s i l y  u n d e r s t a n d a b l e  l a n g u a g e .  T h e  r e p o r t  s h a l l  

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

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

l i s t e d  i n  AS 4 4 . 6 0 . 4 7 5 ,  i n c l u d i n g  a n  a p p r a i s a l  a t  m a r k e t  v a l u e ,  a  c om ­

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

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

p r e v i o u s  y e a r ’ s  r e p o r t  u n d e r  ( b )  o f  t h i s  s e c t i o n ,  a n d  a n y  o t h e r  i n f o r m a ­

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

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

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

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

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

( b )  T h e  c o r p o r a t i o n  s h a l l  i n c l u d e  i n  i t s  a n n u a l  r e p o r t  u n d e r  ( a )  

o f  t h i s  s e c t i o n  a n  e s t i m a t e  o f  t h e  i n v e s t m e n t  a c t i v i t y  o f  t h e  c o r p o r a t i o n ]  

i n  e a c h  t y p e  o f  m o r t g a g e  a n d  n o t e  d e s c r i b e d  i n  AS 4 4 . 6 0 . 4 7 5  f o r  t h e  

f o l l o w i n g  1 2 - m o n t h  p e r i o d  a n d  a n  e s t i m a t e  o f  t h e  a m o u n t  o f  b o n d s  t o  b e  

i s s u e d  f o r  t h e  i n v e s t m e n t s  i n  m o r t g a g e s  a n d  n o t e s .  N o t w i t h s t a n d i n g  

AS 4 4 . 6 0 . 4 6 0 ( 6 )  o r  4 4 . 6 0 . 4 8 0 ,  t h e  c o r p o r a t i o n  m ay  n o t  i s s u e  b o n d s  d u r i n g  

a  1 2 - m o n t h  p e r i o d  u n l e s s  t h e  l e g i s l a t u r e ,  b y  ■ i. v

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

b o n d s  t o  b e  i s s u e d  d u r i n g  t h e  1 2 -m o r i t h  p e r i o d  i n  t h e  c o r p o r a t i o n ' s  

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

( c )  T h e  c o r p o r a t i o n  s h a l l  i n c l u d e  i n  i t s  a n n u a l  r e p o r t  u n d e r  ( a )  

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

e s t  d i f f e r e n t i a l  a c c o u n t  (A S  4 4 . 6 0 . 5 3 5 )  t o  e n a b l e  t h e  c o r p o r a t i o n  t o  p a y  

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

- 1 7 -
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i n v e s t m e n t s  i n  m o r t g a g e s  a n d  n o t e s  a n d  t h e  i n t e r e s t  p a i d  b y  t h e  c o r p o r a ­

t i o n  o n  o u t s t a n d i n g  b o n d s .

S e c .  * 4 . 6 0 . 5 3 5 .  IN T E R E S T  D I F F E R E N T IA L  ACCOUNT. ( a )  T h e  c o r p o r ­

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

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

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

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

i n v e s t m e n t s  i n  m o r t g a g e s  a n d  n o t e s  a n d  t h e  i n t e r e s t  a n d  o t h e r  r e l a t e d  

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

S e c .  4 4 . 6 0 . 5 4 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r

( 1 )  " c o r p o r a t i o n "  m e a n s  t h e  A l a s k a  L o a n  C o r p o r a t i o n  c r e a t e d  

b y  AS 4 4 . 6 0 . 4 0 0  -  4 4 . 6 0 . 5 4 0 :

( 2 )  " b o a r d "  m e a n s  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  c o r p o r a t i o n ;

( 3 )  " g o v e r n m e n t a l  a g e n c y "  m e a n s  a  d e p a r t m e n t ,  d i v i s i o n ,  

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

t h e  s t a t e  o r  f e d e r a l  g o v e r n m e n t .

*  S e : .  2 .  AS 1 8 . 5 6 . 0 3 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  c o r p o r a t i o n  s h a l l  b e  g o v e r n e d  b y  t h e  [ A ]  b o a r d  o f  d i r e c t o r s  

o f  t h e  A l a s k a  L o a n  C o r p o r a t i o n  (A S  4 4 . 6 0 . 4 0 0 ) . [ TH E  BOARD OF D IR ECTO RS  

OF THE CORPORATION C O N S IS T S  OF THE COMMISS IONER OF THE DEPARTMENT OF 

COMMERCE AND ECONOMIC DEVELOPMENT AND S I X  MEMBERS A P P O IN T E D  BY THE 

G O V E RN O R . ]

*  S e c .  3 .  AS 3 9 . 2 5 . 1 1 0  i s  a m e n d e d  b y  a d d i n g  a  new  p a r a g r a p h  t o  r e a d :

( 2 2 )  e m p l o y e e s  o f  t h e  A l a s k a  L o a n  C o r p o r a t i o n .

*  S e c .  4 .  AS 4 4 . 6 0 . 0 3 0  i s  am e n d e d  t o  r e a d :

S e c .  4 4 . 6 0 . 0 3 0 .  GOVERNING BODY. T h e  [C O R P O R A T IO N ' S ]  b o a r d  o f  

d i r e c t o r s  o f  t h e  A l a s k a  L o a n  C o r p o r a t i o n  (A S  4 4 . 6 0 . 4 0 0 )  s h a l l  c o n d u c t  

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

*  S e c .  5 .  A f t e r  J u 1 ”  1 ,  1 9 8 0 ,

- 1 8 -



W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R W O R K  D R A F T  P A P E R

( 1 )  n o  f u r t h e r  l o a n s  m ay  b e  m ad e  u n d e r  AS 1 6 . 1 0 . 3 1 0  a n d  

1 ' - .  1 0 . 3 2 0 ( a )  e x c e p t  f o r  l o a n s  a u t h o r i z e d  u n d e r  AS 1 6 . 1 0 . 3 3 3 ; .

( 2 )  n o  f u r t h e r  l o a n s  may  b e  m ad e  u n d e r  AS 1 8 . 5 6 . 0 9 0  o r  1 8 . 5 6 . *  
0 9 2 ,  o r  AS 2 6 . 1 5 . 0 4 0  o r  AS 4 4 . 6 0 . 2 7 0 .

*  S e c .  6 . AS 1 8 . 5 6 . 0 3 0 ( b )  a n d  ( c )  a n d  1 8 . 5 6 . 0 9 4 ;  AS 4 5 . 9 0 . 0 1 0  -  4 5 . 9 0 . 0 4 0  
a n d  AS 4 5 . 9 5 . 0 1 0  -  4 5 . 9 5 . 0 8 0  a r e  r e p e a l e d .

*  S e c .  7 .  T h i s  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 0 .
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V a s s a r / B e r r i e r

I N  THE HOUSE BY THE F INA NCE  COMMITTEE

HOUSE B I L L  NO.

I N  THE L E G I S L A T U R E  OF THE STATE OF ALASKA 

ELEVENTH L E G I S L A T U R E  -  SECOND S E S S IO N

A B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  t r a n s f e r r i n g  l o a n s  t o  t h e  A l a s k a  L o a n  C o r p o r a ­

t i o n ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

BE I T  ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA :

*  S e c t i o n  1 .  A l l  r i g h t ,  t i t l e ,  a n d  i n t e r e s t  i n  t h e  l o a n s  d e s c r i b e d  i n  

s e c .  2  o f  t h i s  A c t ,  a n d  a l l  r i g h t ,  t i t l e ,  a n d  i n t e r e s t  i n  t h e  m o r t g a g e s ,  

n o t e s ,  a n d  o t h e r  s e c u r i t y  i n s t r u m e n t s  m ade  i n  c o n n e c t i o n  w i t h  t h o s e  l o a n s ,  

p u r c h a s e d  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  f r o m  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t ,  a n d  h e l d  b y  t h e  g e n e r a l  f u n d  o n  J u l y  1 ,  1 9 8 0 ,  a r e  

t r a n s f e r r e d  t o  t h e  A l a s k a  L o a n  C o r p o r a t i o n  f o r  d e p o s i t  i n  t h e  i n t e r e s t  

d i f f e r e n t i a l  a c c o u n t  e s t a b l i s h e d  u n d e r  AS 4 4 . 6 0 . 5 3 5 .

*  S e c .  2 .  T h i s  A c t  a p p l i e s  t o

( 1 )  s m a l l  b u s i n e s s  l o a n s  m ad e  u n d e r  AS 4 5 . 9 5 ;

( 2 )  v e t e r a n s  l o a n s  m ad e  u n d e r  AS 2 6 . 1 5 ;

( 3 )  c o m m e r c i a l  f i s h i n g  l o a n s  m ad e  u n d e r  AS 1 6 . 1 0 . 3 1 0  a n d  1 6 . 1 0 . -

3 2 0 ;  a n d

( 4 )  t o u r i s m  l o a n s  m ad e  u n d e r  AS 4 5 . 9 0 .

*  S e c .  3 .  T h i s  A c t  d o e s  n o t  a p p l y  t o  l o a n s  f o r  p u r c h a s e  o f  l i m i t e d  e n t r y  

p e r m i t s  m ad e  u n d e r  AS 1 6 . 1 0 . 3 3 3 .

*  S e c .  4 .  T h e  c o m m i s s i o n e r  o f  r e v e n u e  s h a l l  e x e c u t e  i n s t r u m e n t s  t o  

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

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

e n t i a l  a c c o u n t .

*  S e c .  5 .  T h i s  A c t  t a k e s  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f ■a  v e r s i o n  o f  a n  

A c t  e n t i t l e d  "A n  A c t  e s t a b l i s h i n g  t h e  A l a s k a  L o a n  C o r p o r a t i o n ;  a m e n d i n g ,

-1-
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W O R K  D R A F T  8203 - A L A S K A  L O A N  C O R P O R A T I O N

S E C T IO N  1
S e c .  4 4 . 6 0 . 4 0 0  c r e a t e s  t h e  A l a s k a  L o a n  C o r p o r a t i o n  

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

S e c .  4 4 . 6 0 . 4 0 5  c r e a t e s  a  s e v e n - m e m b e r  b o a r d  o f  d i r e c t o r s ,  
i n c l u d i n g  t h e  c o m m i s s i o n e r s  o f  c o m m e r c e ,  r e v e n u e  a n d  a d m in ­
i s t r a t i o n .  P r o v i d e s  f o r  l e g i s l a t i v e  c o n f i r m a t i o n  o f  o n e - y e a r  
t e r m s .  I f  a  c o m m i s s i o n e r  i s  n o t  c o n f i r m e d  a s  a  b o a r d  
m e m b e r ,  t h e  g o v e r n o r  m a y  a p p o i n t  a n o t h e r  p u b l i c  m e m b e r. 
C o m p e n s a t e s  b o a r d  m e m b e r s  w i t h  t r a v e l  a n d  p e r  d i e m  f o r  
m e e t i n g s .

S e c .  4 4 . 6 0 . 4 1 0  p r o v i d e s  f o r  a  b o a r d  c h a i r m a n ,  q u o r u m  
a n d  a t  l e a s t  q u a r t e r l y  m e e t i n g s .

S e c .  4 4 . 6 0 . 4 1 5  p r o v i d e s  f o r  m i n u t e s  o f  m e e t i n g s .

S e c .  4 4 . 6 0 . 4 2 0  s t a t e s  t h a t  t h e  b o a r d  i s  r e s p o n s i b l e  f o r  
t h e  m a n a g e m e n t  o f  t h e  c o r p o r a t i o n .

S e c .  4 4 . 6 0 . 4 2 5  r e q u i r e s  t h e  b o a r d  t o  h i r e  a n  e x e c u t i v e  
d i r e c t o r .

S e c .  4 4 . 6 0 . 4 3 0  r e q u i r e s  t h e  b o a r d  t o  h i r e  a  t h r e e - m e m b e r  
l o a n  c o m m it t e e  r e s p o n s i b l e  f o r  a p p r o v i n g  l o a n s .  A l s o  r e q u i r e s  
a  q u a r t e r l y  r e p o r t  t o  t h e  b o a r d .

S e c .  4 4 . 6 0 . 4 3 5  r e q u i r e s  t h e  a t t o r n e y  g e n e r a l  t o  g i v e  
l e g a l  c o u n s e l  t o  t h e  c o r p o r a t i o n .

S e c .  4 4 . 6 0 . 4 4 0  a l l o w s  t h e  b o a r d  t o  h i r e  o t h e r  o f f i c e r s  
a n d  c o n t r a c t  f o r  t e c h n i c a l  a d v i c e .  A l s o  a l l o w s  t h e  e x e c u t i v e  
d i r e c t o r  t o  h i r e  e m p l o y e e s .  P u t s  a l l  o f f i c e r s  a n d  e m p l o y e e s  
i n  t h e  e x e m p t  s e r v i c e .

S e c .  4 4 . 6 0 . 4 4 5  a l l o w s  c o o p e r a t i o n  f r o m  s t a t e  a g e n c i e s .

S e c .  4 4 . 6 0 . 4 5 0  a l l o w s  t h e  b o a r d  t o  a d o p t  r e g u l a t i o n s  
s u b j e c t  t o  t h e  A d m i n i s t r a t i v e  P r o c e d u r e s  A c t .

S e c .  4 4 . 6 0 . 4 5 5  s u b j e c t s  t h e  c o r p o r a t i o n ' s  o p e r a t i n g  
b u d g e t  t o  t h e  E x e c u t i v e  B u d g e t  A c t .

S e c .  4 4 . 6 0 . 4 6 0  g i v e s  t h e  g e n e r a l  p o w e r s  o f  t h e  c o r p o r a t i o n .  
A l l  b o i l e r p l a t e  e x c e p t  ( 1 0 )  w h i c h  a l l o w s  f o r  u s e  o f  G . 0 .  v e t s  
f u n d s  i f  C o n s t i t u t i o n  i s  a m e n d e d .

S e c .  4 4 . 6 0 . 4 6 5  a l l o w s  t h e  p u r c h a s e s  o f  m o r t g a g e s  a n d  
n o t e s  f r o m  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s .  R e q u i r e s  m o r t g a g e s  
a n d  n o t e s  t o  b e  s o u n d .  I n  ( C )  s e t s  a n  i n t e r e s t  r a t e  r e s t r i c t i o n  
w i t h  i n t e r e s t  r a t e  l e f t  b l a n k .



WORK D R A F T  8 2 0 3  C o n ' t  
P a g e  2 o f  3

S e c .  4 4 . 6 0 . 4 7 0  s e t s  u p  a  f u n c  t o  b u y. m o r t g a g e s  a n d  n o t e s .
F u n d  c a n  r e c e i v e  m o n e y  f r o m  t h r e e  s o u r c e s :  b o n d  s a l e s ,  l o a n
r e p a y m e n t s ,  a p p r o p r i a t i o n s .

i •
S e c .  4 4 . 6 0 . 4 7 5  a l l o w s  t h e  p u r c h a s e  o f  h o u s i n g ,  s m a l l  

b u s i n e s s ,  c o m m e r c i a l  f i s h i n g  a n d  t o u r i s m  l o a n s .  P l e a s e  
n o t e  t h a t  (6 )  s h o u l d  b £  r e p l a c e d  w i t h  a t t a c h e d  a m e n d m e n t .

S e c .  4 4 . 6 0 . 4 8 0  p r o v i d e s  f o r  t h e  i s s u a n c e  o f  b o n d s  a n d  
b o n d  a n t i c i p a t i o n  n o t e s .  A l l  b o i l e r p l a t e .

S e c .  4 4 . 6 0 . 4 8 5  s t a t e s  t h a t  a  p l e d g e  o f  a s s e t s  i s  l e g a l l y  
b i n d i n g .

S e c .  4 4 . 6 0 . 4 9 0  p r o v i d e s  a  c a p i t a l  r e s e r v e  f u n d  t o  s e c u r e  
t h e  c o r p o r a t i o n ’ s  d e b t .

S e c .  4 4 . 6 0 . 4 9 5  a l l o w s  c r e d i t o r s  a n d  t r u s t e e s  t o  e n f o r c e  
c l a i m s  a g a i n s t  t h e  c o r p o r a t i o n .

S e c .  4 4 . 6 0 . 5 0 0  s t a t e s  t h a t  c o r p o r a t i o n  b o n d s  a r e  n e g o t ­
i a b l e  .

S e c .  4 4 . 6 0 . 5 0 5  s t a t e s  t h a t  c o r p o r a t i o n  b o n d s  a r e  e l i g i b l e  
i n v e s t m e n t s .

S e c .  4 4 . 6 0 . 5 1 0  a l l o w s  t h e  c o r p o r c t i o n  t o  i s s u e  r e f u n d i n g  
o b l i g a t i o n s  t o  p a y  o f f  o u t s t a n d i n g  b o n d s .

S e c .  4 4 . 6 0 . 5 1 5  s t a t e s  t h a t  t h e  s t a t e ' s  c r e d i t  i s  n o t  
p l e d g e d  t o  t h e  c o r p o r a t i o n ' s  d e b t .

S e c .  4 4 . 6 0 . 5 2 0  e x e m p t s  t h e  c o r p o r a t i o n ' s  o f f i c e r s  a n d  
e m p l o y e e s  f r o m  p e r s o n a l  l i a b i l i t y  f o r  t h e  c o r p o r a t i o n ' s  d e b t .

S e c .  4 4 . 6 0 . 5 2 5  e x e m p t s  t h e  c o r p o r a t i o n  f r o m  s t a t e  t a x e s .

S e c .  4 4 . 6 0 . 5 3 0  r e q u i r e s  a n  a n n u a l  r e p o r t  t o  t h e  g o v e r n o r ,  
l e g i s l a t u r e  a n d  p u b l i c .  A s  a  p a r t  o f  t h i s  r e p o r t ,  t h e  c o r p o r a t i o n  
m u s t  e s t i m a t e  i t s  n e x t  y e a r ' s  a c t i v i t y .  T h i s  a c t i v i t y  m a y  n o t  
t a k e  p l a c e  u n l e s s  a p p r o v e d  b y  a  c o n c u r r e n t  r e s o l u t i o n  o f  t h e  
l e g i s l a t u r e .  P l e a s e  s e e  a t t a c h e d  m em os f r o m  K e n  V a s s a r  a n d  
B i l l i e  B e r r i e r .  A l s o  a s  a  p a r t  o f  t h i s  r e p o r t ,  t h e  c o r p o r a t i o n  
m u s t  e s t i m a t e  t h e  a p p r o p r i a t i o n  n e c e s s a r y  f o r  t h e  i n t e r e s t  
d i f f e r e n t i a l  a c c o u n t .

S e c .  4 4 . 6 0 . 5 3 5  s e t s  u p  a n  i n t e r e s t  d i f f e r e n t i a l  a c c o u n t  
t o  p a y  t h e  d i f f e r e n c e  b e t w e e n  t h e  c o r p o r a t i o n ' s  c o s t  o f  m o n e y  
a n d  t h e  i n t e r e s t  r a t e  f i x e d  i n  S e c .  4 4 . 6 0 . 4 6 5 .

S E C T IO N  2
T h i s  m a k e s  t h e  A l a s k a  L o a n  C o r p o r a t i o n  b o a r d  t h e  c a r e ­

t a k e r  f o r  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n .



WORK D R A F T  8 2 0 3  C o n ' t  
P a g e  3 o f  3

S E C T IO N  3
T h i s  a d d s  t h e  c o r p o r a t i o n ' s  e m p l o y e e s  t o  t h e  e x e m p t  

s e r v i c e .

S E C T IO N  4
T h i s  m a k e s  t h e  A l a s k a  L o a n  C o r p o r a t i o n  b o a r d  t h e  c a r e  

t a k e r  o f  t h e  A l a s k a  S m a l l  B u s i n e s s  D e v e lo p m e n t  C o r p o r a t i o n

S E C T IO N  5
T h i s  s h u t s  o f f  l o a n s  f r o m  t h e  c o m m e r c i a l  f i s h i n g  

( e x c e p t  p e r m i t  l o a n s ) ,  A H F C , v e t e r a n ' s  a n d  s m a l l  b u s i n e s s  
p r o g r a m s  a s  o f  J u l y  1 ,  1 9 8 0 .

S E C T IO N  6
T h i s  r e m o v e s  A H F C 's  b o a r d  o f  d i r e c t o r s ,  r e p e a l s  t h e  

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

S E C T IO N  7
T h i s  g i v e s  t h e  e f f e c t i v e  d a t e .
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S E C T IO N  1
T h i s  a p p r o p r i a t e s  e x i s t i n g  l o a n s  h e l d  b y  t h e  g e n e r a l  

f u n d  t o  t h e  A l a s k a  L o a n  C o r p o r a t i o n ' s  i n t e r e s t  d i f f e r e n t i a l  
a c c o u n t  a s  o f  J u l y  1 ,  1 9 8 0 .

S E C T IO N  2
T h i s  s p e c i f i e s  t h e  t y p e s  o f  l o a n s  t o  b e  p u r c h a s e d .

S E C T IO N  3
T h i s  e x e m p t s  l i m i t e d  e n t r y  p e r m i t  l o a n s  f r o m  

a p p r o p r i a t i o n .

S E C T IO N  \
T h i s  d i r e c t s  t h e  c o m m i s s i o n e r  o f  r e v e n u e  t o  e f f e c t  

t h e  a p p r o p r i a t i o n .

S E C T IO N  5
T h i s  i s  t h e  e f f e c t i v e  d a t e ,  c o n t i n g e n t  u p o n  t h e  

p a s s a g e  o f  t h e  A l a s k a  L o a n  C o r p o r a t i o n  b i l l .
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MEMO T O : R e p r e s e n t a t i v e  R u s s  M e e k i n s
C h a i r m a n ,  H o u s e  F i n a n c e  C o m m it t e e

FRO M : M i k e  D o o g a n
A d m i n i s t r a t i v e  A s s i s t a n t

S U B J E C T : LOAN B I L L  WORK D R A F T S

T h e  c o m m it t e e  m a y  w a n t  t o  c o n s i d e r  t h e  f o l l o w i n g  

c h a n g e s  i n  t h e  w o r k  d r a f t s :

W . O .  8 2 0 3

P .  1 ,  1 .  2 0 :  a d d  " l i a b i l i t i e s "  t o  e x p r e s s l y  s t a t e
b o n d s  a n d  o t h e r  c o r p o r a t i o n  d e b t s  w i l l  b e  p a i d  o f f .

P .  1 ,  1 .  2 9 :  c h a n g e  " m a y "  t o  " s h a l l "  t o  i n s u r e  a
f u l l  s e v e n - m e m b e r  b o a r d .

P .  2 ,  1 .  2 9 :  a d d  " e x c e p t  a p p r o v a l  o f  l o a n  a p p l i c a t i o n s "
t o  e l i m i n a t e  a n y  p o s s i b l e  c o n f l i c t  w i t h  t h e  l o a n  c o m m i t t e e .

P .  6 ,  1 .  2 1  - P .  7 ,  1 .  3 :  r e m o v e  t h i s  l a n g u a g e ,  w h i c h
a p p l i e s  t o  h i s t o r i c a l  d i s t r i c t  l o a n s ,  a n d  i n s e r t  l a n g u a g e  
p e r t a i n i n g  t o  t o u r i s m  l o a n s .  P l e a s e  s e e  a t t a c h e d  a m e n d m e n t .

W . O .  8 2 0 4

T o  S e c t i o n  2 ,  a d d  " o t h e r  h o u s i n g  m o r t g a g e s  h e l d  b y  t h e  
g e n e r a l  f u n d " .

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

1 .  R a t e  o f  i n t e r e s t  f o r  l o a n s

2 .  R e f i n a n c i n g

3 .  S e p a r a t e  a u t h o r i t i e s  f o r  h o u s i n g  a n d  
c o m m e r c i a l  l o a n s .

4 .  L o a n s  f o r  r e n t a l  s p a c e

5 .  L o a n  l i m i t s

6 .  P e r s o n a l  l o a n s  f o r  v e t s

7 .  L e n g t h  o f  t r a n s i t i o n  p e r i o d  f r o m  
e x i s t i n g  p r o g r a m s  t o  n e w  c o r p o r a t i o n
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S U B JE C T :

TO :

FROM:

A l a s k a  L o a n  C o r p o r a t i o n  
( W o r k  O r d e r  N u m b e r  8 2 0 3 )

H o u s e  F i n a n c e  C o m m i t t e e  
A t t n :  M i k e  D o o g a n ,  A . A .

K e n n e t h  E .  V a s s a r  J
L e g i s l a t i v e  C o u n s e l

E n c l o s e d  i s  t h e  b i l l  y o u  r e q u e s t e d  e s t a b l i s h i n g  a  m u l t i ­
p u r p o s e  l o a n  c o r p o r a t i o n  ( w h i c h  I  h a v e  n a m e d  t h e  A l a s k a  L o a n  
C o r p o r a t i o n )  i n  t h e  s t a t e .  T h e  b i l l  h a s  b e e n  p r e p a r e d  i n  
r o u g h  d r a f t  s i n c e  t h e  c e i l i n g  o n  i n t e r e s t  r a t e s  f o r  l o a n s  
t h e  c o r p o r a t i o n  m ay  p u r c h a s e  h a s  n o t  b e e n  i n c l u d e d  i n  t h e  
b i l l .

T h e  r e q u i r e m e n t  i n  t h e  b i l l  t h a t  t h e  l e g i s l a t u r e  a p p r o v e  t h e  
l e v e l  o f  b o n d i n g  a c t i v i t y  b y  c o n c u r r e n t  r e s o l u t i o n  ( s e e  
s e c .  4 4 . 6 0 . 5 3 0 ( b ) )  r a i s e s  s om e  c o n s t i t u t i o n a l  q u e s t i o n s  a s  a  
r e s u l t  o f  t h e  r e c e n t  A l a s k a  S u p r e m e  C o u r t  o p i n i o n  i n  S t a t e  o f  
A l a s k a  v .  A . L . I . V . E .  V o l u n t a r y . ( F i l e  N o .  3 6 7 0 ) .  T h a t  c a s e  
r u l e d  u n c o n s t i t u t i o n a l  t h e  p r a c t i c e  o f  a n n u l l i n g  r e g u l a t i o n s  
b y  r e s o l u t i o n ;  h o w e v e r ,  i t  d i d  n o t  c l e a r l y  p r e c l u d e  t h e  
r e q u i r e m e n t  t h a t  a d m i n i s t r a t i v e  a c t i o n s  b e  a p p r o v e d  b y  
r e s o l u t i o n  b e f o r e  t a k i n g  e f f e c t  ( s  »e p a g e  4  o f  a t t a c h e d  memo 
f r o m  B i l l y  B e r r i e r  d a t e d  F e b r u a r y  1 8 ,  1 9 8 0 ) .

I  am e n c l o s i n g  a  memo a n d  a t t a c h e d  b a c k - u p  m a t e r i a l s  f o r  
y o u r  c o n s i d e r a t i o n  i n  d e t e r m i n i n g  w h e t h e r  t o  r e t a i n  t h i s  
p r o v i s i o n  o r  t o  e l i m i n a t e  i t .

K E V : l j b

E n c l o s u r e s
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M E M O R A N D U M  F e b r u a r y  2 8 ,  1 9 8 0
(

S U B J E C T :  S t a t e  o f  A l a s k a  v .  A . L . I . V . E .  V o l u n t a r y

TO :  R e p r e s e n t a t i v e  N e l s  A .  A n d e r s o n ,  J r .
H o u s e  M a j o r i t y  L e a d e r

FROM: B i l l y  G .  B e r r i e r
D i r e c t o r
D i v i s i o n  o f  L e g a l  S e r v i c e s

Y o u  h a v e  a s k e d  my c o m m e n t s  o n  t h e  d e c i s i o n  o f  t h e  S u p r e m e  
C o u r t  i n  t h e  c a s e  o f  S t a t e  o f  A l a s k a  v .  A . L . I . V . E .  V o l u n t a r y , 
( F i l e  N o .  3 6 7 0 ) .  A c o p y  o f  t h e  d e c i s i o n  i s  a t t a c h e d .  „

T h e  c a s e  c o n c e r n s  a  r e g u l a t i o n  r e l a t i n g  t o  4-ames o f  s k i l l  
a n d  c h a n c e  a n n u l l e d  b y  t h e  l e g i s l a t u r e .  T h e  a u t h o r i t y  f o r  
a n n u l m e n t  w a s  AS 4 4 . 6 2 . 3 2 0 ( a )  w h i c h  p r o v i d e s :  •

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

T h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  w a s  a d o p t e d  b y  t h e  F i r s t  
S t a t e  L e g i s l a t u r e  i n  1 9 5 9 .  T h i s  A c t  p r o v i d e d ,  a m o n g  o t h e r  
t h i n g s ,  f o r  t h e  p r o c e d u r e  b y  w h i c h  r e g u l a t i o n s  o f  a g e n c i e s  
o r  d e p a r t m e n t s  a r e  p r o m u l g a t e d  a n d  t h e  s e c t i o n  w a s  e n a c t e d  
a s  p a r t  o f  t h a t  p r o c e d u r e .

T h e  C o u r t  h e l d ,  w i t h  a  m a j o r i t y  o p i n i o n  o f  t h r e e  j u s t i c e s  
a n d  a  s t r o n g  d i s s e n t  b y  tw o  j u s t i c e s ,  t h a t  r e g u l a t i o n s  c o u l d  
n o t  c o n s t i t u t i o n a l l y  b e  a n n u l l e d  b y  c o n c u r r e n t  r e s o l u t i o n  
s i n c e  a  r e s o l u t i o n  i s  n o t  e n a c t e d  i n  a c c o r d a n c e  w i t h  t h e  
r e q u i r e m e n t s  i n  A r t i c l e  I I  o f  t h e  C o n s t i t u t i o n  f o r  a d o p t i o n  
o f  l a w .  T h e  r e s u l t ,  o f  c o u r s e ,  i s  a  n o n  s e q u i t o r  s i n c e  t h e  
m a j o r i t y  o p i n i o n  a v o i d e d  a d d r e s s i n g  t h e  d i f f e r e n c e  b e t w e e n  
r e g u l a t i o n  a n d  l a w  a n d  f i n d i n g  t h a t  d e s p i t e  t h e  d i f f e r e n c e ,  
t h e  e n a c t m e n t  p r o c e d u r e s  a p p l i e d .  T h e y ,  t h e r e f o r e ,  a s s u m e d  
t h e  m i d d l e  t e r m  o f  t h e  s y l l o g i s m  a n d  r a m b l e d  w i d e l y  t o  p r o v i d e  
a  s u b s t i t u t e  f o r  t h e  m i s s i n g  l o g i c .  V a r i o u s  c a s e s  w e r e  c i t e d ,  
o n l y  o n e  . o f  w h i c h  w a s  r e l e v a n t  a n d  t h a t  o n e  i s  n o  l o n g e r  
g o o d  l a w  i n  i t s  own  j u r i s d i c t i o n .
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F o r  t h i s  r e a s o n ,  i t  i s  v e r y  d i f f i c u l t  t o  d e t e r m i n e  t h e  e f f e c t  
o f  t h e  d e c i s i o n .

T h e  h o l d i n g  i s  e x p l i c i t  t h a t  r e g u l a t i o n s  m ay  n o t  b e  a n n u l l e d  
b y  c o n c u r r e n t  r e s o l u t i o n .  A l t h o u g h  i t  i s  n o t  e x p l i c i t l y  
s t a t e d ,  t h e r e  i s  a  c l e a r  i m p l i c a t i o n  t h a t  a n n u l m e n t  b y  b i l l  
i s  c o n s t i t u t i o n a l .

B e y o n d  t h a t ,  t h e  C o u r t  m ad e  s e v e r a l  s t a t e m e n t s  w h i c h  d o  n o t  
a p p e a r  n e c e s s a r y  t o  t h e  h o l d i n g  i n  t h i s  c a s e .  Much o f  t h i s  
d i c t a  i s  i n  s w e e p i n g  t e r m s .  I t  c a s t s  d o u b t  o v e r  s u b s t a n t i a l  
a r e a s  a n d ,  s i n c e  t h e  r e a s o n i n g  i s  e s s e n t i a l l y  s t r e a m  o f  c o n ­
s c i o u s n e s s  r a t h e r  t h a n  c o h e r e n t ,  g i v e s  o n l y  m i n i m a l  c l u e s  
c o n c e r n i n g  t h e  l e g a l  s t a t u s  o f  t h e s e  a r e a s .

E s s e n t i a l l y  t h e  a r e a s  a f f e c t e d  f a l l  i n t o  t w o  c l a s s e s

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

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

On r e g u l a t i o n s  t h e  m a j o r i t y  o p i n i o n  s t a t e s  b r o a d l y :

" T h e  e x p r e s s  p r o v i s i o n  i n  t h e  A l a s k a  C o n s t i t u t i o n  o f  
t w o  s p e c i f i c  l e g i s l a t i v e  v e t o  m e c h a n i s m s  s u p p o r t s  o u r  
v i e w  t h a t  n o  i m p l i e d  g e n e r a l  p o w e r  t o  v e t o  a g e n c y  
r e g u l a t i o n s  b y  i n f o r m a l  l e g i s l a t i v e  a c t i o n  e x i s t s .

*  *  -k
«

" I n  o u r  v i e w ,  t h e  s p e c i f i c i t y  w i t h  w h i c h  t h e  c o n s t i ­
t u t i o n  d e a l s  w i t h  t h e  l e g i s l a t i v e  v e t o  p o w e r s  i t  d o e s  
g r a n t  l e a d s  l o g i c a l l y  t o  t h e  c o n c l u s i o n  t h a t  n o  o t h e r  
v e t o  p o w e r  i s  i m p l i e d . "

T h e  c a s e  l a w  o n  r e g u l a t i o n s  w h i c h  t h e  m a j o r i t y  o p i n i o n  c i t e d  
i s  n o t  h e l p f u l .  O ne  o f  t h e  c a s e s  i s  o n  p o i n t  b u t  i s  n o  l o n g e r  
g o o d  l a w  i n  i t s  ow n  j u r i s d i c t i o n ,  t h e  s e c o n d  i s  a  t r i a l  c o u r t  
d e c i s i o n  a n d  t h e  l a s t  i s  a  f e d e r a l  c a s e  w h e r e  t h e  q u e s t i o n  
o f  a  o n e - h o u s e  v e t o  w a s  p r e s e n t . b u t  n o t  r e a c h e d .  T h e  d i s ­
c u s s i o n  o f  t h i s  l a s t  c a s e  i l l u s t r a t e s  t h e  d i f f i c u l t y  i n  
f o l l o w i n g  t h e  r e a s o n i n g  i n  t h e  m a j o r i t y  o p i n i o n .  T h e  C o u r t  
r e f e r r i n g  t ^  t h e  U n i t e d  S t a t e s  C i r c u i t  C o u r t  d e c i s i o n  i n  
A t k i n s  v .  U n i t  S t a t e s , 5 5 6  F 2 d  1 0 2 8  ( 1 9 7 7 )  s a i d :



R e p r e s e n t a t i v e  Nels A. A nd er s o n ,  Jr.
P ag e 3
F e b r u a r y  28, 1980

T h e  c o u r t  i m p l i e d  t h a t  f o r  o n e  H o u s e  t o  h a v e  t h e  a u ­
t h o r i t y  t o  m a k e  s u c h  a  c h a n g e  w o u l d  b e  u n c o n s t i t u t i o n a l :  
" N o r  c o u l d  o n e  H o u s e  d o  a n y t h i n g  m o r e  t h a n  p r e s e r v e  
e x i s t i n g  l a w .  . . "  I c J .  a t  1 0 6 4 .  I n  c o n t r a s t ,  t h e  
a n n u l l m e n t  p r o v i s i o n s  o f  AS 4 4 . 6 2 . 3 2 0 ( a )  p e r m i t  t h e  
l e g i s l a t u r e  t o  v o i d  a d m i n i s t r a t i v e  r e g u l a t i o n s  w h i c h  
a r e  i n  e f f e c t .  S u c h  r e g u l a t i o n s  a r e  l a w s  i n  e v e r y  
m e a n i n g f u l  s e n s e ,  a n d  a n n u l l i n g  a n y  o n e  o f  t h e m  e f f e c t s  
a  c h a n g e  i n  t h e  l a w .

T h e  c o n n e c t i o n  a n d  l o g i c  t o t a l l y  e s c a p e  m e .

I n  i t s  d i s c u s s i o n  o f  d e l e g a t i o n  o f  p o w e r  t o  a n n u l  r e g u l a t i o n s ,
a n  i s s u e  i n j e c t e d  i n t o  t h e  o p i n i o n  s i n c e  n o  d e l e g a t i o n  i s
i n v o l v e d  i n  t h e  c a s e  b e f o r e  t h e  C o u r t ,  t h e  o p i n i o n  i s  e v e n  
l e s s  h e l p f u l .  T h e  m a j o r i t y  o p i n i o n  o b s e r v e s :

" W h i l e  t h e  p o w e r  t o  v o i d  a g e n c y  r e g u l a t i o n s  c o u l d  b e  
e x e r c i s e d  b y  e i t h e r  t h e  l e g i s l a t u r e ,  o r  b y  a n  a g e n c y ,  
w h e n  t h e  l e g i s l a t u r e  e x e r c i s e s  s u c h  p o w e r  i t  m u s t '  d o  s o  
w h i l e  a c t i n g  a s  a  l e g i s l a t u r e .  I t  m ay  n o t  g r a n t  i t s e l f  
t h e  p o w e r  t o  a c t  a s  a n  a g e n c y .

" I t  m i g h t  b e  s u p p o s e d  t h a t  i f  t h e  l e g i s l a t u r e  c o u l d
c o n d i t i o n  t h e  v a l i d i t y  o f  a  r e g u l a t i o n  u p o n  t h e  s u b s e ­
q u e n t  d i s a p p r o v a l  b y  b o t h  o f  i t s  h o u s e s  b y  c o n c u r r e n t  
r e s o l u t i o n ,  i t  c o u l d  c o n d i t i o n  t h e  s am e  u p o n  d i s  p p r o v a l  
b y  a  c o m m i t t e e ,  o r  a  s i n g l e  l e g i s l a t o r .  U s i n g  t h e  
t h e o r y ,  p r o p o u n d e d  b y  t h e  A m i c i ,  t h a t  a  v e t o  i s  m e r e l y  
a  c o n d i t i o n  t h e r e  i s  n o  p r i n c i p l e d  d i s t i n c t i o n  b e t w e e n  
t h e s e  c a s e s .  I t  i s  t h e r e f o r e  w o r t h  o b s e r v i n g • t h a t  m o s t  
a u t h o r i t i e s  h a v e  r e j e c t e d  t h e  v a l i d i t y  o f  l a w s  c o n f e r r i n g  
e i t h e r  a f f i r m a t i v e  o r  n e g a t o r y  l e g i s l a t i v e  p o w e r s  o n  
i n d i v i d u a l  l e g i s l a t o r s  o r  l e g i s l a t i v e  c o m m i t t e e s . "

P e r h a p s  t h e  s e c o n d  p o i n t  m ad e  b y  t h e  m a j o r i t y  o p i n i o n  i n  
d i s c u s s i n g  t h e  d e s i r a b i l i t y  o f  l e g i s l a t i v e  o v e r s i g h t  o f  
a d m i n i s t r a t i v e  r e g u l a t i o n s  g i v e s  t h e  b e s t  c l u e .  T h e  o p i n i o n  
s t a t e d :

S e c o n d ,  a t  l e a s t  a c c o r d i n g  t o  a  r e c e n t  c a s e  s t u d y ,  t h e  
l e g i s l a t i v e  v e t o  h a s  b e e n  u n i m p r e s s i v e  i n  p r a c t i c e .  S e e  
B r u f f  & G e l l h o r n ,  C o n g r e s s i o n a l  C o n t r o l  o f  A d m i n i s t r a t i v e  
R e g u l a t i o n :  A S t u d y  o f  L e g i s l a t i v e  V e t o e s , 9 0  H a r v .  L .
R e v . , 1 3 6 9  ( 1 9 7 7 ) .  T h a t  s t u d y  c o n c l u d e s , e s s e n t i a l l y ,  
t h a t  t h e  l e g i s l a t i v e  v e t o  e n c o u r a g e s  s e c r e t i v e ,  p o o r l y
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i n f o r m e d ,  a n d  p o l i t i c a l l y  ur c c o u n t a b l e  l e g i s l a t i v e  
a c t i o n .  I c i .  a t  1 4 0 9 - 2 0 .  I t  i s  c o n s e q u e n c e s  s u c h  a s  
t h e s e  t h a t  t h e  e n a c t m e n t  p r o v i s i o n s  o f  o v . r  c o n s t i t u t i o n  
a r e  d e s i g n e d  t o  g u a r d  a g a i n s t .

I t  s h o u l d  b e  p o i n t e d  o u t  t h a t  t h e  f a c t s  c o n c e r n i n g  t h e  a n n u l ­
m e n t  w h i c h  w a s  t h e  s u b j e c t  m a t t e r  o f  t h e  c a s e  d o  n o t  s u p p o r t  
a  c o n c l u s i o n  t h a t  t h e  a n n u l m e n t  r e s u l t e d  f r o m  " s e c r e t i v e ,  
p o o r l y  i n f o r m e d  a n d  p o l i t i c a l l y  u n a c c o u n t a b l e  l e g i s l a t i v e  
a c t i o n "  b u t  t h a t ,  o f  c o u r s e ,  i s  n o t  m a t e r i a l .

I t  i s  my c o n c l u s i o n  t h a t  a n y  a n n u l m e n t  o f  r e g u l a t i o n  o t h e r  
t h a n  b y  l a w  w o u l d  b e  u n c o n s t i t u t i o n a l  u n d e r  t h i s  c a s e .  
A l t h o u g h  t h e  q u e s t i o n  i s  n o t  d i s c u s s e d  s i n c e  i t  i s  n o t  
r e l e v a n t  t o  t h e  c a s e ,  i t  i s  v e r y  c l e a r  t h a t  r e g u l a t i o n s  w h i c h  
h a v e  t h e  e f f e c t  o f  l a w  r e q u i r e  s t a t u t o r y  a u t h o r i z a t i o n  a n d  
t h e  l e g i s l a t u r e  c a n  w i t h d r a w  t h e  a u t h o r i z a t i o n  o r  e s t a b l i s h  
s t a n d a r d s  i n  w h a t e v e r  d e g r e e  o f  s p e c i f i c i t y  t h e  l e g i s l a t u r e  
d e s i r e d .  S i n c e  i n  c a s e  o f  c o n f l i c t  b e t w e e n  s t a t u t e  a n d  
r e g u l a t i o n  t h e  s t a t u t e  c o n t r o l s ,  i t  i s  a l s o  c l e a r l y  p e r ­
m i s s i b l e  t o  m a k e  t h e  s u b s t a n t i v e  s t a t u t e s  d e t a i l e d  t h e r e b y  
l e a v i n g  l e s s  o r  n o  a r e a s  w h i c h  m u s t  b e  d e a l t  w i t h  b y  
r e g u l a t i o n s .  T h i s  l a t t e r  c o u r s e ,  h o w e v e r ,  i n v o l v e s  a  l o s s  
o f  f l e x i b i l i t y  a n d  a d m i n i s t r a t i v e  e x p e r t i s e .

I t  a p p e a r s  t h a t  a n y  f o r m  o f  l e g i s l a t i v e  o v e r s i g h t  o f  a d m i n i s ­
t r a t i v e  r e g u l a t i o n s  w o u l d  b e  r e g a r d e d  w i t h  s u s p i c i o n  b y  t h e  
c o u r t .  H o w e v e r ,  d e v i c e s  s u c h  a s  p r o v i d i n g  t h a t  n o  r e g u l a t i o n  
c a n  b e c o m e  e f f e c t i v e  u n t i l  i t  h a s  b e e n  b e f o r e  t h e  l e g i s l a t u r e  
i n  s e s s i o n  f o r  a  s e t  t i m e  o r  e v e n  a  p r o v i s i o n  t h a t  n o  r e g u ­
l a t i o n  m ay  b e c o m e  e f f e c t i v e  u n l e s s  a p p r o v e d  b y  l a w  a r e  n o t  
c l e a r l y  p r e c l u d e d .

I n  P l u m l e y  v .  H a l e , 5 9 4  P . 2 d  4 9 7  ( A l a s k a  1 9 7 9 ) ,  o u r  C o u r t  
d i s c u s s e d  t h e  q u e s t i o n  o f  n o n - r e t r o a c t i v e  t r e a t m e n t  i n  c i v i l  
c a s e s .  T h e  C o u r t  i n  t h a t  c a s e  s t a t e d :

I n  a c c o r d  w i t h  U n i t e d  S t a t e s  S u p r e m e  C o u r t  p r e c e d e n t ,  
we h a v e  p r e v i o u s l y  i d e n t i f i e d  f o u r  c o n d i t i o n s  i n d i c a t i n g  
t h e  p r o p r i e t y  o f  n o n - r e t o r a c t i v e  t r e a t m e n t  i n  c i v i l  
c a s e s :  1 )  t h e  h o l d i n g  i s  o n e  o f  f i r s t  i m p r e s s i o n ,  o r
o v e r r u l e s  p r i o r  l a w ,  a n d  w a s  n o t  f o r e s h a d o w e d  i n  e a r l i e r  
d e c i s i o n s ;  2 )  t h e r e  h a s  b e e n  j u s t i f i a b l e  r e l i a n c e  o n  a n  
a l t e r n a t i v e  i n t e r p r e t a t i o n  o f  t h e  l a v ? ;  3 )  u n d u e  h a r d s h i p  
w o u l d  r e s u l t  f r o m  r e t r o a c t i v e  a p p l i c a t i o n ;  a n d  4 )  t h e
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p u r p o s e  a n d  i n t e n d e d  e f f e c t  o f  t h e  h o l d i n g  i s  b e s t  
a c c o m p l i s h e d  b y  p r o s p e c t i v e  a p p l i c a t i o n .

T h e  c a s e  c o n c e r n e d  a p p r o v a l  o f  f r e e  c o n f e r e n c e  c o m m i t t e e  
r e p o r t s  w i t h o u t  a  r e c o r d e d  r o l l  c a l l  v o t e .  T h e  C o u r t  h e l d  
t h e  c r i t e r i a  t o  b e  s a t i s f i e d  a n d  t h e  d e c i s i o n  t o  b e  p r o ­
s p e c t i v e  o n l y .  I n  my o p i n i o n  t h e  f a c t s  h e r e ,  w h i l e  n o t  a s  
c o m p e l l i n g  a s  t h e  f a c t s  i n  P l u m l e y , w o u l d  l e a d  t o  a  c o n ­
c l u s i o n  t h a t  a n n u l m e n t  o f  r e g u l a t i o n s  w h i c h  o c c u r r e d  p r i o r  
t o  t h i s  c a s e  a r e  n o t  a f f e c t e d  b y  t h e  c a s e .

T h e  s e c o n d  m a j o r  p r o b l e m  a r e a  i s  l e g i s l a t i v e  o v e r s i g h t  
e x e r c i s e d  b y  c o n c u r r e n t  r e s o l u t i o n  i n  o t h e r  a r e a s  t h a n  
r e g u l a t i o n  o v e r s i g h t .  T h e  m a j o r i t y  o p i n i o n  m ad e  a  v e r y  
b r o a d  s t a t e m e n t  s a y i n g :

T h e  q u e s t i o n  p r e s e n t e d  b y  t h i s  c a s e  i s  w h e t h e r  t h e  
l e g i s l a t u r e  c a n  e x e r c i s e  i t s  l e g i s l a t i v e  p o w e r  w i t h o u t  
f o l l o w i n g  t h e s e  e n a c t m e n t  p r o v i s i o n s .  I n  o u r  v i e w  t h e  
a n s w e r  m u s t  b e  i n  t h e  n e g a t i v e ,  f o r  o t h e r w i s e  t h e y  w o u l d  
s e r v e  n o  p u r p o s e .

( T h e  d i s s e n t i n g  o p i n i o n  q u i t e  c o r r e c t l y  p o i n t e d  o u t  t h i s  i s  
n o t  t h e  q u e s t i o n  a t  a l l .  J u s t i c e  B o o c h e v e r  s a i d

I n  my o p i n i o n ,  t h e  m a j o r i t y  m i s s t a t e s  t h e  q u e s t i o n  
p r e s e n t e d  a s  b e i n g  w h e t h e r  t h e  l e g i s l a t u r e  c a n  e x e r c i s e  
i t s  l e g i s l a t i v e  p o w e r  w i t h o u t  t h e  u s u a l  c o n s t i t u t i o n a l  
s a f e g u a r d s .  T h e  r e a l  q u e s t i o n  i s  w h e t h e r ,  h a v i n g  e x e r ­
c i s e d  i t s  l e g i s l a t i v e  p o w e r ,  s u b j e c t  t o  a l l  t h o s e  s a f e ­
g u a r d s ,  i t  m a y  c o n d i t i o n  t h e  d e l e g a t i o n  o f  r e g u l a t o r y  
p o w e r  t o  a n  e x e c u t i v e  a g e n c y  u p o n  a  p r o v i s i o n  f o r  
l e g i s l a t i v e  o v e r s i g h t .  I  a g r e e  w i t h  o u r  s t a t e m e n t  i n  
B o e h l  t h a t  t h e  l e g i s l a t u r e  h a s  t h a t  p o w e r .

T h i s  v i e w  w i l l  b e  s i g n i f i c a n t  i n  s u b s e q u e n t  c a s e s  w h i c h  
c o n c e r n  t h e  u s e  o f  c o n c u r r e n t  r e s o l u t i o n s  i n  c o n t e x t  o t h e r  
t h a n  a n n u l m e n t  o f  r e g u l a t i o n s  p l a c i n g  a s  i t  d o e s  t h e  i s s u e  
b e f o r e  t h e  C o u r t  i n  f o c u s . )

T h e  m a j o r i t y  o p i n i o n  w e n t  o n  t h e  s a y :

O f  c o u r s e ,  w h e n  t h e  l e g i s l a t u r e  w i s h e s  t o  a c t  ip .  a n  
a d v i s o r y  c a p a c i t y  i f  m ay  a c t  b y  r e s o l u t i o n .  H o w e v e r ,  
w h e n  i t  m e a n s  t o  t a k e  a c t i o n  h a v i n g  a  b i n d i n g  e f f e c t  o n
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1 0 .  AS 3 8 . 0 5 . 1 8 2  - -  D i s a p p r o v a l  o f  a  d e t e r m i n a t i o n  b y  
t h e  C o m m i s s i o n e r  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  
t h a t  t h e  t a k i n g  o f  r o y a l t y  o n  n a t u r a l  r e s o u r c e s  i n  m o n e y  
r a t h e r  t h a n  i n  k i n d  i s  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  
s t a t e .

1 1 .  AS 3 8 . 0 5 . 0 6 5  - -  A p p r o v a l  o f  d i s p o s i t i o n  o f  o i l  a n d  
g a s  a n d  c o n t r a c t s  f o r  s a l e  o f  s t a t e  ow n e d  r o y a l t y  g a s  
o r  o i l .

1 2 .  AS 3 9 . 2 3 . 0 8 0  - -  A p p r o v a l  o f  s a l a r y  c o m m i s s i o n  r e c o m ­
m e n d a t i o n s .  ( T h i s  i s  n o w  r e p e a l e d  b u t  u n t i l  t h e  p a y  
b i l l  t h i s  y e a r  w e n t  i n t o  e f f e c t ,  i t  w a s  t h e  b a s i s  o n  
w h i c h  h i g h e r  g o v e r n m e n t  o f f i c i a l s ,  i n c l u d i n g  t h e  g o v e r n o r ,  
l e g i s l a t o r s  a n d  j u d g e s ,  w e r e  p a i d . )

1 3 .  AS 4 4 . 5 5 . 1 1 0  - -  A p p r o v a l  o f  A l a s k a  P o w e r  A u t h o r i t y  
p l a n s .  T h i s  a p p r o v a l  i s  a  s p e c i f i c  c o n d i t i o n  o n  b o n d i n g .

1 4 .  AS 4 4 . 5 7 . 2 1 0  —  A p p r o v a l  o f  p r o j e c t s  o f  t h e  A l a s k a  
T o l l  B r i d g e  A u t h o r i t y .  T h i s  a p p r o v a l  i s  r e q u i r e d  b e f o r e  
b o n d s  m a y  b e  i s s u e d .

1 5 .  AS 4 6 . 0 3 . 7 5 8  - -  D i s a p p r o v a l  o f  r e g u l a t i o n s  e s t a b l i s h ­
i n g  c i v i l  p e n a l t i e s  f o r  d5 • - . h a r g e  o f  o i l .

1 6 .  AS 4 6 . 4 0 . 0 8 0  - -  A p p r o v a l  o f  A l a s k a  c o a s t a l  m a n a g e m e n t  
p r o g r a m s .

W h i l e  a l l  o f  t h e s e  a r e  c l o u d e d  b y  t h e  l a n g u a g e  i n  t h e  m a j o r i t y  
o p i n i o n ,  t h a t  l a n g u a g e  i s  c l e a r l y  d i c t a  e x c e p t  o n  t h e  p o i n t  
o f  a n n u l m e n t  o f  r e g u l a t i o n s .  I n  my o p i n i o n ,  a n  a t t e m p t  t o  
d e t e r m i n e  w h e t h e r  i n  l a t e r  c a s e s  t h e  c o u r t  w o u l d  f o l l o w  t h e  
b r o a d  s w e e p  i n  t h e  i n s t a n t  c a s e ,  n a r r o w  t h a t  sw e e p  d e p e n d i n g  
o n  t h e  i s s u e  b e f o r e  i t ,  o r  e v e n  c o n f i n e  t h e  c a s e  t o  i t s  f a c t s  
w o u l d  b e  p u r e  s p e c u l a t i o n .  C o u r t s  h a v e  f r e q u e n t l y  d o n e  a l l  
t h r e e .  T h e  m a j o r i t y  o p i n i o n  w i t h  i t s  c o n c l u s i o n a r y  a p p r o a c h  
u n s u p p o r t e d  b y  a  c o h e r e n t  r a t i o n a l e  i s  o f  l i t t l e  a s s i s t a n c e  
i n  d e t e r m i n g  t h e  s c o p e  o f  t h e  o p i n i o n .

E a r l i e r  i n  t h e  o p i n i o n ,  I  d i s c u s s e d  r e t r o - a c t i v i t y  a s  i t  
a p p l i e d  t o  r e g u l a t i o n s  a n n u l e d  b y  c o n c u r r e n t  r e s o l u t i o n  
b e f o r e  t h e  o p i n i o n .  T h e r e  i s  a n  e v e n  s t r o n g e r  c a s e  f o r  
h o l d i n g  t h a t  r e t r o a c t i v e  a p p l i c a t i o n  c a n n o t  b e  g i v e n  t o  a  
d e c i s i o n  i n  t h e  a r e a s  w h e r e  a n n u l m e n t  o f  r e g u l a t i o n s  i s  n o t  
i n  q u e s t i o n .



R e p r e s e n t a t i v e  Nel s A. A n de rs on , Jr.
P a g e  8
F e b r u a r y  28, 19 80

I  am ,  h o w e v e r ,  v e r y  d i s t r u b e d  b y  t h e  p o s s i b i l i t y  t h a t  a  
f u t u r e  d e c i s i o n  i n  t h i s  a r e a  c o u l d  b e  r e t r o a c t i v e  t o  t h e  
d a t e  o f  t h i s  d e c i s i o n  b a s e d  o n  a  f i n d i n g  b y  t h e  C o u r t  t h a t  
t h i s  d e c i s i o n  " c l e a r l y  f o r e s h a d o w e d "  a  s u b s e q u e n t  d e c i s i o n  
t h a t  r e s o l u t i o n s  c o u l d  n o t  b e  u s e d  a s  p r e s c r i b e d  i n  t h e s e  
s t a t u t e s .  I  d o  n o t  t h i n k  t h i s  w o u l d  b e  t h e  d e c i s i o n  s i n c e  
c e r t a i n l y  a t  t h e  t i m e  o f  e n a c t m e n t  o f  t h e  l a w s  r e f e r r e d  t o  
t h e r e  w a s  n o  f o r e s h a d o w i n g  a n d  b r i n g i n g  a l l  l e g i s l a t i v e  
a c t i o n  t o  a  h a l t  i n  a r e a s  o i  m a j o r  c o n c e r n  t o  t h e  s t a t e  
w h i l e  t h e  l e g i s l a t u r e  r e - w r o t e  t h e  l a w  i n  t h e s e  a r e a s  i s  
c e r t a i n l y  n o t  r e a s o n a b l e .

S i n c e  t h e  a l t e r n a t i v e  w o u l d  b e  t o  h a l t ,  am o n g  o t h e r  t h i n g s ,  
p o w e r  d e v e l o p m e n t ,  c o a s t a l  z o n e  m a n a g e m e n t ,  a n d  o i l  a n d  g a s  
s a l e s  b a s e d  o n  a  p o s s i b i l i t y  t h a t  t h e  C o u r t  w i l l  l o o k  o n  
l e g i s l a t i v e  o v e r s i g h t  i n  t h e s e  a r e a s  a s  u n f a v o r a b l y  a s  i t  
d o e s  o n  l e g i s l a t i v e  o v e r s i g h t  o f  r e g u l a t i o n s ,  I  r e c o m m e n d  
c o n t i n u i n g  t o  o p e r a t e  w i t h i n  t h e  s t a t u t o r y  f r a m e w o r k  now  
e s t a b l i s h e d  u n t i l  t h e  C o u r t ,  b y  a  s u b s e q u e n t  d e c i s i o n ,  
c l a r i f i e s  i t s  p o s i t i o n .

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

B G B i j d n



Page 6, line 21 to Page 7, line 3: delete all material 

and insert the following

(6) loans to businesses directly involved in the tourist 

industry.

AMENDMENT 01



B o a r d  of Directors 
Robert M. Thorstenson 

Dole R. Pihlman 
Paul A. Huppert 
Frank M. Homan

President of the B a n k  
Gary W. Anderson

Anchorage:
101 Benson 
Suite 501
Anchorage, Alaska 99503 
(907)278-4553

Juneau:
(907) 586-2593

TO: The AD HOC COMMITTEE for the Structure of State Loan Programs

The Alaska Commercial Fishing and Agriculture Bank (CFAB) was created 
by the Leg?lature in 1978 to provide a continuous, stable source 
of financing for the development and operation of both the fishing 
and agriculture industries. It is designed to:

1. Provide access for both industries to outside 
(domestic and international) capital rsources.

2. Leverage the capital provided both by the State and 
members by various means, including discounting its 
loans through the various arms of the Federal Credit 
System.

3. Provide an organization responsive to the needs of 
both industries. This responsiveness is assured by 
the cooperative ownership of the member/borrowers.

4. Provide a collectively strong voice for both industries 
in both the domestic and international market place.

5. Provide services to the member/borrowers which enhance 
their abilities to qualify for loans and to pay them 
back.

6. Create other financial services necessary to augment 
financially the industries' abilities to compece 
financially in their respective markets without releiance 
or dependence upon outside financial institutions.

Since the executive staff of the Bank was hired on October 15, 1979, 
it has been concentrating its efforts on creating a highly professional 
organization to specifically address those goals and purposes.

Alaska Commercial Fishing a n d  Agriculture B a n k
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1. The most competent staff available to the Bank has been
hired or is being sought. That staff is generally
available only in the private non-government market and 
are individually motivated by the capitalistic incentives 
available in a private sector financial institution (i.e., 
advancement opportunities, financial incentives, and job 
description flexibility).

2. Loan programs have been developed which are competitive 
and yet accepted by the leveraging intermediaries CFAB 
will employ.

3. ?  .ich office deployment scheme has been developed and
is being implemented using local Alaska residents familiar
with their respective communities and with whom the fisher­
men and farmers are familiar and comfortable.

4. Leveraging arrangements have been established with the 
Spokane Bank for Cooperatives and the Federal Intermediate 
Credit System.

6. An organizational structure has been created providing
for the expansion of services of CFAB beyond those with 
which it will initially open on April 2, 1980.

Management of -he Bank feels that to fully service the two industries 
and to meet '' e purposes for which it was created, CFAB must offer 
the followin' ervices within the first 18 months of its existence:

1. Short term operating loans to meet seasonal working capital 
needs (and in the case of the individual farmer or fisherman, 
living expenses), revolving lines of credit to finance in­
ventories and accounts receivable, intermediate term loans 
for acquisition of equipment, long term needs for plant 
construction or expansion, interim construction loans for 
vessel and plant construction and leasing plans for various 
types of equipment. (With the exception of leasing plans, 
these types of financing will be available from inception
on April 2, 1980.)

2. International financing capabilities, such as export financing 
(direct or in cooperation with the Import-Export Bank), im­
port financing, letter of credit negotiation and issuance, 
and trade negotiation. (These services will receive high 
priority after opening. Timing will be dependent upon the 
attraction of a competent individual to head the activity.)

3. Service capabilities to include:

a. Loan application preparation.

b. Guidance to other sources of financing and assistance 
in applying and securing these financings, such as:
Title 11 guarantees, State vessel program loans,
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export guarantees and lo<-ns, guaranteed real 
estate loans, renewable resource investments, and 
funding under the various bonding corporations 
initiated by the State.

c. Financial planning and forecasting.

d. Business management, guidance, and planning.

e. Economic information related to both industries to 
be used for planning purposes.

These services will fall within a department headed, by an indi­
vidual trained in the creation and management of such services.

All areas previously described are necessary for the successful operation 
of a bank such as CFAB and are interrelated. The operation of many of the 
departments cannot stand alone financially. The overhead is high, yet 
when spread across a large enough portfolio it can represent little in the 
way of additional burden.

The current round of planning for development and expansion of State loan 
programs at highly subsidized reates of interest carries implicit dangers 
specifically to the success of CFAB as well as to the Alaska financial 
community in general. These dangers translate directly to both industries 
served.

As spelled out explicitly by Belden Daniels, Dr. Rogers, Frank Orth, and 
other consultants to the State directed at financial aspects of agriculture 
and fisheries development, low interest is not the key ingredient in the 
success of a business. In fact, highly subsidized loans have the danger 
of masking normally uncompetitive and non-viable ventures to a point 
beyond which they could be salvaged. Of equal importance, and maybe of 
greater importance, these programs drive out other financial institutions 
leaving the industries totally dependent upon the State for continued 
support. It is a confirmed fact that the most qualified borrowers go to 
these programs and, not only take available funds, leaving little for the 
less qualified and needy borrower, but also leave the other financial 
institutions with applicants whose inherent risks are beyond prudent 
business practice to accept as a body. This, in turn, causes those in­
stitutions to deemphasize lending to supported industries.

With a lower level of loans in any one area, the banks are unwilling to 
devote key and well-paid staff to specialize. Concurrently, the special 
peripheral services necessary to enhance the business are never developed. 
No better example of this can be given than Alaska's fishing industry.

Despite the size of the industry relative to the State's economy and the 
degree to which the product is exported, there are within Alaska few 
lending officers fully conversant with lending to fisheries. Additionally, 
no Alaskan bank currently has a noticable international department.



T h e  A l a s k a  C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  B a n k  r e q u i r e s  a  h i g h  l e v e l  

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

t e n d e d  b y  t h e  S t a t e .  A s  a  c o o p e r a t i v e ,  C F A B  d o e s  n o t  h a v e  an  i n d e p e n d e n t  

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

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

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

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

h o l d e r s .  A s  b o r r o w e r / m e m b e r s ,  o u r  s t o c k h o l d e r s  w i l l  r e c e i v e  t h e  g r e a t e s t  

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

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

r a t e  o f  i n t e r e s t .

W e  f e e l  t h a t  C F A B  w a s  w e l l  c o n c e i v e d  a n d  t h a t  t h e  c o n c e p t i o n  i s  b e i n g  c a r­

r i e d  f o r w a r d  i n  a l o g i c a l  a n d  c m e l y  m a n n e r .  W e  f e e l  t h a t  t h e  e n t i r e  

f i n a n c i a l  s t r u c t u r e  a d v o c a t e d  b v  B e l d e n  D a n i e l s  a n d  o t h e r s  f r o m  w h i c h  C F A B  

w a s  c r e a t e d  is a l s o  t h e  m o s t  v i a b l e  a n d  w o r k a b l e  in  t h e  l o n g  t e r m .  T h e  

e x t e n s i o n  o f  l o w  i n t e r e s t  r a t e  l o a n s  t o  A l a s k a n s  as  a  v e h i c l e  t o  r e t u r n  o i l  

w e a l t h  c o u l d  b e  l i k e  f e e d i n g  c a n d y  t o  a  b a b y .  W h i l e  h e  e n j o y s  i t  n o w ,  h e  

m a y  h a v e  r o t t e n  t e e t h  l a t e r  i n  l i f e  w h i c h  f ar o v e r s h a d o w s  t h e  t e m p o r a r y  

e n j o y m e n t  o f  t h e  s w e e t .

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

p o s e  a  c o m p e t i t i o n  t o  C F A B  a g a i n s t  w h i c h  it  c o u l d  n o t  o p e r a t e  e f f e c t i v e l y .  

T h i s  w o u l d  t u r n  C F A B  i n t o  a n  u n e c o n o m i c a l  v e n t u r e .  C o n c u r r e n t l y ,  t h e  

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

s e r v i c e s  n e c e s s a r »  t o  t h e i r  f u l l  d e v e l o p m e n t .  C F A B  s h o u l d  t h e r e f o r e  

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

H o w e v e r ,  in  d o i n g  so, i t s  s t a t u s  as a n  i n d e p e n d e n t  o r g a n i z a t i o n  m u s t  

b e  m a i n t a i n e d .  W i t h o u t  t h a t  i n d e p e n d e n c e ,  it  w i l l  l o s e  i t s  c r e d i b i l i t y  

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

A l s o  l o s t  w i l l  b e  i t s  f l e x i b i l i t y  t o  m e e t  t h e  c h a n g i n g  n e e d s  o f  t h e  t w o  

i n d u s t r i e s  s e r v e d .

W i t h  o n l y  t w o  i n d u s t r i e s  t o  s e r v e ,  t h e  m a n a g e m e n t  a n d  s t a f f  o f  C F A B  a r e  

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

a g r i c u l t u r e  w i t h i n  t h e  s t a t e .  W e  l o o k  f o r w a r d  t o  w o r k i n g  w i t h  t h e  C o m ­

m i t t e e  o n  s t r u c t u r i n g  t h e  S t a t e ' s  i n v o l v e m e n t .

S i n c e r e l y ,

«*

P r e s i d e n t
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TO: Senator Pat Rodey 
Representative Russ Meekins

F,:OM: Alaska Housing Finance Corporation

DATE: April 21, 1980

SUBJECT: Alaska Housing Finance Corporation Legislation (HB 671
and SB 384).

The attached bill represents a further development of the 
concepts for expanded home mortgage financing through Alaska Housing 
Finance Corporation addressed in the above bills. The changes in the 
above bills have been the rasult of intensive conversations between the 
Corporation, its financial advisor and underwriters, as well as numerous 
meetings with legislators and legislative staff.

1. In section 2 the draft bill provides for two'commissioners 
and five public members. This, together with the revision in the bills, 
subjecting the Corporation to the Executive Budget Act, seem to pro­
vide for the necessary coordination between the Corporation, the Legis­
lature and the Executive.

2. Section 3, the Special Mortgage Purchase Program of the 
Corporation is expanded to provide for construction loans by means of 
loans to mortgage. lenders. The power to make construction loans is 
added in light of the situation which is developing in the State with 
construction of new homes stalled because of excessively high short-term 
rates. Although loans for permanent financing of home mortgages have 
been available through the State for the last several months, plans for 
new construction have dropped dramatically with the escalation to his­
toric levels of short-term rates-. The actual financing of construction 
loans is, of course, a new departure for the Corporation. Development 
of a program for this purpose would proceed rapidly if legislative 
permission is enacted.

3. Section 3(b) establishes the Mortgage Interest Reduction 
Fund. The Fund can contain actual dollars appropriated by the Legis­
lature to achieve mortgage interest rate reductions. Alternatively, the 
goal of mortgage interest rate reductions can be achieved through the 
State Assisted Mortgage Program outlined in the letter of the Corpora­
tion to various legislators April 2, 1980. That letter showed varying
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levels of interest rate reductions depending on the cost of housing and 
illustrated the techniques of the program and the advantages of pro­
viding a greater reduction for the lower cost housing.

Section 3(c) now provides that the Corporation may fix dif­
ferent levels of interest reduction depending on the cost of housing 
provided that in no event shall the rate of the mortgage be less than 
nine and one-half percent (9’i%). Various formulas have been suggested 
for fixing the interest rate reduction including reference to nationally 
established mortgage auction rates and the like. The volatility of
mortgage rates and other lending rates is such that a formula compu­
tation at this time would be unrealistic. The rationale of basing the 
reduction on the cost of housing is fully described in the Corporation's 
memo of April 2, 1980.

4. Paragraph (g) of Section 3 provides for interest rate
reductions through the State Assisted Mortgage Program. Under financ­
ing pursuant to paragraph (g) the Corporation would initially use all of 
its available assets for the purchase of mortgages at rate levels fixed 
under the interest reduction formula. Bonds would be issued to fund 
the mortgages to the extent that the earnings of the mortgages sup­
ported debt service on the bonds. In addition, bonds would be sup­
ported by a pledge of mortgages transferred to the Corporation, These 
are mortgages currently held in the State's portfolio which are available 
to be transferred to support bonds issued to finance mortgages. The 
operation of the State Assisted Mortgage Program will clearly indicate in
each year the level of interest reduction or subsidy. This reduction or
subsidy will simply be the difference between the amount of mortgages 
purchased by the Stati and the volume of bond issuances at the end of 
a predetermined period.

5. Section 18.56.098, Insurance, provides for the establish­
ment of an Insurance Fund and accounts within the Fund for the differ­
ent categories of mortgages which the Corporation would be financing. 
The Insurance Fund has been an efficient mechanism to date in pro­
viding insured mortgage program financing by the Corporation. The 
legislative bill expands this concept and provides in addition for the 
creation of the Hazard Mortgage Insurance Fund and Title Mortgage 
Insurance Fund to better secure mortgages with respect to which there 
are hazard or title insurance problems. The level of the required 
insurance compared to the mortgages insured is left to determination by 
the Corporation. Experience in the past has shown that it is impossible 
in legislation to fix insurance reserve levels and that this is more 
efficiently left to determination by the entity providing funds for mort­
gage loans.
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6. The bill represents a comprehensive effort to provide for 
the reduction of mortgage interest rates in all categories of housing on 
a long-term basis. It provides for the necessary reductions in con­
struction mortgage loan rates wnich will both assist in the production of 
new housing and reduce its cost. It is supplementary to existing 
Corporation legislat on and is designed to provide for a svable flow of 
mortgage funds at reduced interest rate levels even if tax exempt 
financing of home mortgages is utlimately withdrawn by Congress.

7. The level of financing, of course, will be dictated by the 
amount of resources which the State can either appropriate or transfer 
in the form of existing mortgage assets. Similarly, the level of interest 
reduction will be governed by these same factors. The mechanism for 
legislative review of the working of the program is well assured because 
the Corporation is now subject to the Executive Budget Act.

cc: Lieutenant Governor Terry Miller
Commissioner Charles Webber 
Commissioner Thomas Williams 
Representative Terry Gardiner 
Deputy Commissioner Bertram Wagnon 
Deputy Commissioner Pete Bushre 
Mr. Brantley Barr 
David Ormsby, Esq.
Mr. Mike Doogan
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IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVE N T H  LEGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: "An A ct relating to the Alaska Housing Finance

Corpora .ion; and providing for an effective 

date."

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

*  Section 1. FINDINGS. (a) The legislature finds that the con­

tinuance and expansion of the residential mortgage purchase p r o gram of 

the State of Alaska through Alaska Housing Finance Corporation and of 

residential mortgage lending activities of other mortgage lenders and 

the reduction of mortgage interest rates are essential to help assure a 

supply of housing for home purchasers in the state, to protect the 

welfare of the citizens and promote the economic stability of the state.

(b) The legislature further finds that establishment of a special 

mortgage purchase program, a mortgage interest reduction p r o gram and 

special housing mortgage insurance programs, including rural housing 

title and hazard insurance programs, will assist the Alaska Housing 

Finance Corporation and private mortgage lenders to expand their p u r­

chases of residential mortgage loans and enable more Alaskans to achieve 

home ownership at affordable mortgage interest rates. These programs to 

be effectuated by bonding and other means provided in this Act will 

promote stability in the market for homes and identify the amount of 

assistance necessary for affordable home mortgage interest rates.

  B IL L  NO. ________
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*  Sec. AS 18.56.030(a) is amended to read:

(a) The corporation shall be governed by a board of 

directors. The board of directors of the corporation consists of 

the Commissioner of the D e p a r t m e n t  of Commerce and Economic Devel- 

opment, and the Commissioner of the Department o f ' R e v e n u e . and 

[SIX] five members appointed b y  the governor. If a state officer 

who is a m ember of the board is absent or otherwise unable to act, 

he m ay designate a deputy commissioner or assistant commissioner in 

his department tc act as a m e m b e r  of the board in his place.

*  Sec. 3. AS 18.56 is amended by adding n ew sections to read:

Sec. 18.56.097. SPECIAL MORTGAGE PURCHASE PROGRAM, (a) 

The corporation shall e s tablish a special mortgage purchase p r o­

gram, under which it may purc h a s e  mortgage loans for single-family 

residences, including mobile homes, or owner-occupied residences of 

up to four dwelling units, which do not exceed the limitations on 

m o r t g a g e 'loans purchased b y  the Federal National Mortgage A s s o c i a­

tion as to principal amount and loan-to-value ratio and which meet 

prudent lending criteria. The corporation may also make loans to 

mortgage lenders to furnish funds to enable the mortgage lenders to 

make construction mortgage loans to builders of residences on which 

permanent mortgage loans would qualify for purchase by the corpora­

tion under the special mortgage purchase program. The loans to 

mortgage lenders shall be made b y  the corporation under agreements 

insuring that the mortgage loans made b y  the mortgage lenders be in 

the amounts and under other terms and conditions as determined by 

the corporation and the mortgage lender. The corporation may 

provide that the loans to mortgage lenders be secured as to repay-
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m e n t  in such m anner as it may determine. In this section and in AS 

18.56.098, "mortgage loan" means a loan made by the corporation as 

part of its special mortgage purchase program to a mortgage lender

or a mortgage loan for financing of a residence purchased b y  the

corporation, and includes a beneficial interest or participation in 

a mortgage loan. The corporation m ay purchase, sell, hold or 

otherwise deal in a mortgage loan made or purchased and in con­

nection wit h  the purchase or sale of a beneficial interest or 

p arti c i p a t i o n  in mortgage loans, the corporation may enter into a 

trust agreement providing for the custody, control and administra­

tion of the mortgage loans. The trust agreement m ay provide that

the corporation or any b a n k  or trust company act as trustor or

trustee under the trust and that title to the mortgage loans be 

considered to have passed as provided in the trust agreement. To 

the extent provided in the trust agreement, the effect of sale of 

beneficial interests or participations is the same as the sale of 

the mortgage loans subject to the trust. The corporation m ay adopt 

regulations under AS 18.56.085 prohibiting, limiting, or setting 

conditions on the right to assume a mortgage loan made or purchased 

as part of the special mortgage purchase program.

(b) There is established in the corporation the "mort­

gage interest reduction fund". The fund is a trust fund for the 

uses and purposes of this section. The purpose of the fund is to 

provide for interest rate reductions to borrowers on mortgage loans 

made or purchased under the special mortgage purchase program of 

the corporation, under subs ctions (d) and (g) which are to be held 

or sold by the corpora-ion or pledged to secure bonds of the cor­
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poration. If the corporation determines to provide for interest 

rate reductions under subsection (g) amounts in the fund may be 

transferred by the corporation out of the fund and expended for the 

p urchase of mortgages under subsection (g). The fund shall be 

funded only from appropriations made b y  the legislature.

(c) The corporation shall fix from time to time interest 

rate reductions for mortgage loans made or p u rchased as part of its 

special mortgage purchase p r o gram in amounts such that the average 

interest rates on mortgage loans are graduated according to the 

price of residences being financed, with the lowest priced resi­

dences receiving the greater reduction, provided that the reduction 

shall not be greater than an amount which would provide a nine and 

one-half percent (9-j%) average interest rate for a ny mortgage loan.

(d) Whe n  the corporation has determined to fund interest 

reductions on a mortgage loan b y  means of the mortgage interest 

reduction fund under this subsection, it shall calculate the total 

amount of the interest reduction payable over the scheduled term of 

the mort g a g e  loan, together with the total amount of expenses 

estimated to be payable over the term of the mortgage loan. To the 

extent investments are available, the corporation shall invest an 

amount held in the fund in investments earning interest or yielding 

amounts payable at the times and in the amounts wh i c h  together with 

the principal of the investments and cash held in the fund will be 

sufficient to p ay the interest reduction and expenses as they 

become due. The corporation shall set aside the investments irre­

voca b l y  in trust or otherwise for the purpose of paying the inter­

est reduction and expenses. The statement of the corporation on
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the mortgage note that the amount of the interest reduction is 

payable from the fund constitutes the obligation of the corporation 

to pay that amount from the fund according to the terms of the 

statement, and is conclusive evidence that the amount of the inter­

est reduction is so payable. Interest reductions may be paid only 

from the fund. In this subsection, "expenses” means servicing fees 

and administrative expenses estimated to be payable over the term 

of the mortgage loan.

(e) The fund m ay be held and invested b y  the corporation 

only in investments authorized under AS 3 7 . 1 0 . 0 7 0 ( a ) ( l ) - ( 6 ) , except 

as may be provided in an agreement entered into under (f) of this 

section.

(f) The corporation m a y  enter into agreements as to the 

use of m o n e y  in the fund and as to mortgages p u rchased as part of 

the special mortgage purchase program, including, without limita-r 

tion, trust or custody agreements w i t h  banks or trust companies and 

m a y  pledge, assign or grant the agreement, an interest under the 

agreement, or an interest in the interest reduction fund and in the 

mortgages to p r o v i d e  for timely payments of the amounts of the 

interest reduction and expenses and as m a y  be necessary or appro­

priate to provide for the payment of and security for bonds of the 

corporation.

(g) .Instead of funding interest rate reductions through 

the interest rate reduction fund, the corporation may provide for 

interest rate reductions under this subsection. For this purpose 

the corporation m a y  make or purchase wit h  amounts available for its 

special mortgage purchase program, mortgage loans bearing interest
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at the rate fi.;ed under subsection ( c ) . Bonds may be issued to 

provide further funds for mortgage loans and mortgage loans made or 

purchased with the proceeds of such bonds shall bea r  the same rate

or rates as mortgage loans made or purchased with amounts available

to the special mortgage purchase program. Mortg a g e  loans made or 

purchased wi t h  amounts available to the special mortgage purchase 

program or mortgage loans or other prop e r t y  transferred to or 

pledged for the benefit of the special mort g a g e  purchase program 

may be pledged b y  the corporation to p ay principal, interest and 

redemption premium, if any, on the bonds to the extent considered 

necessary b y  the corporation. The discounted p r e sent value of the 

mortgage loans pledged to the bonds in excess of the bond proceeds 

available for the purchase of mortgage loans shall be the amount of 

the interest reduction. On or before J a n uary 2 of each year, the

corporation shall calculate the amount of the interest reduction

estimated to be necessary for the next fiscal year based on the 

anticipated level oi mortgage purchases by the corporation for that 

fiscal yea r  and the estimated interest rate on bonds of the cor­

poration to be issued during that fiscal year and shall certify the 

amount of the estimated interest reduction to the governor and to 

the legislature.

Sec. 18.56.098. INSURANCE. (a) There is established in the 

corporation the "housing insuranc fund", the "rural housing hazard 

insurance fund" and the "rural housing title insurance fund". The 

funds must be completely segregated from all other funds of the 

corporation, and are trust funds for tbs uses and purposes of this 

section. The corporation m ay adopt reg lations under AS 18.56.085
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and enter into agreements with respect to the exercise of any power 

relating to the funds under this section, including, without limi­

tation, agreements as to the use of money in the funds, agreements 

with respect to the terms and conditions upon w h i c h  payments from 

the funds must be made to the corporation wi t h  respect to mortgage 

loans insured under this section, agreements as to accounts or 

subaccounts in the funds for different categories of loans, and 

agreements regarding the payment of and security for bonds of the 

corporation. The corporation may pledge, assign or grant other 

interests in the funds as may be necessary or appropriate in con­

nection wit h  the insurance of mortgage loans and to provide for the 

p a y m e n t  of and security for bonds of the corporation.

(b) In addition to any other fees and charges which the
\

corporation may charge on mortgage loans, the cc -ation may 

collect or cause to be collected insurance commitment fees and 

insurance premiums on mortgage loans insured b y  a fund under this 

section.

(c) A  mortgage loan made or purchased by the corporation 

as part of its special mortgage purchase p r o g r a m  m a y  be insured by 

the housing insurance fund. Any such mortgage loan on a mobile 

home, or residence located in a remote, underdeveloped, blighted or 

rural area of the state may also be insured (i) against hazard loss 

b y  the rural housing hazard insurance fund wh e n  hazard insurance 

from other sources satisfactory to private mortgage lenders is not, 

in the opinion of the corporation, available on reasonable terms, 

and (ii) against title dofect by the rural housing title insurance 

fund when title insurance from other sources satisfactory to p r i­



vate mortgage lenders is not, in the opinion of the corporation, 

available on reasonable terms. The endorsement of the corporation 

on the mortgage that it is insured by any fund under this section 

at the time of purchase or acquisition of the mortgage loan is 

conclusive evidence that the mortgage loan is insured under the 

provisions of this section b y  the fund.

(d) Mortgage loans may be insured b y  a fund or an 

account in a fund under this section only wh e n  the amount in the 

fund or in the account as a percentage of the sum of all mortgage 

loans to be insured and all unpaid principal on mortgage loans to 

b e  insured by the funds or the account, equals or exceeds the fund 

requirement. The fund requirement for each fund or account shall 

be calculated as the percentage which the corporation determines is 

actuarially sound for operation of the fund or account.

(e) Whe n  the corporation determines wha t  is actuarially 

sound with respect to the operation of each fund or account in a 

fund, it shall consider means of providing sufficient revenues for 

the operation of the fund or account, without regard to amounts 

which may have be e n  or may, after the date of determination of 

actuarial soundness, be appropriated under (f) of this section and 

it shall consider factors which must include, without limitation

(i) as to the mortgages insured by the bousing insurance fund, or 

an account* of the housing insurance fund, estimates of future 

defaults and losises on mortgage loans insured under this section 

based on actual default and loss experience on those mortgage loans 

or on similar mortgage loans in Alaska or elsewhere, estimates of 

recoveries on defaulted or foreclosed mortgage loans based on that



experience, the terms and conditions of the mortgage loans insured 

under this section, estimates of earnings and income of amounts on 

deposit in the fund, and any other appropriate factors; (ii) as to 

mortgages insured b y  the rural housing title insurance fund, or an 

account of the rural h o u sing title insurance fund, estimates of 

defaults and losses b y  reason of title defects which are otherwise 

uninsured, estimates of earnings and income of amounts on deposit 

in the fund or the account, and. any other appropriate factors; and 

(iii) as to mortgages insured by the rural housing hazard insurance 

fund, or an account of the rural housing hazard insurance fund, 

estimates of default b y  reason of hazard losses which are otherwise 

uninsured, estimates of earnings and income of amounts on deposit 

in the fund or the account, -nd any other appropriate factors.

(f) On D e c e m b e r  1 of each year the corporation shall

ascertain the a mount on deposit in each fund and in each account of

each fund. If the amount in any fund or account is less than the 

fund requirement for the fund or account, the corporation shall, no 

later than J a n uary 2 of t he following year, certify in writing to 

the governor and to the legislature the amount, if any, required to 

restore that fund or account to the fund requirement. The legisla­

ture • may appropriate the amount and the corporation shall deposit 

in the fund or account all amounts appropriated during the then 

current state -fiscal year. Nothing in this subsection creates a 

debt or liability of the state.

* Sec. 4. Sec. 18.56.100. ANNUAL BUDGET. The corporation shall

prepare and submit an annual b u d g e t  in accordance with t h -* provisions of

the Executive Budget A c t  (AS 37.07).
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*  S.-'C. 5. AS 18.56.090(26) and (27) are repealed.

*  Sec. 6. This Act takes effect immediately in accordance with 

AS 01.10.070(c).
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A BILL

/

For an Act entitled: "An Act relating to the Alaska Housing Finance Corporation;

and providing for an effective date."

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

*Section 1. FINDINGS AND INTENT. The legislature finds that

(1) there exists in the state a serious shortage of capital to 

finance cwner-occupied, single-family residential housing and owner-occupied, 

duplex residential housing; interest rates are often far above levels which 

are affordable to persons of mast income levels; these conditions are inimical 

to the stability, prosperity and economic welfare of the residents of the 

state and to the sound growth of urban and rural communities in the state;

(2) private enterprise has not been able to provide, without 

assistance, adequate cwner-occupied, single-family residential housing and 

owner-occupied, duplex residential housing to meet the basic housing and 

shelter needs of most Alaskans, or to consistently provide, without assist- 

"ance, capital for these purposes at rates of interest which people of most 

income levels can afford; existing state and federal programs are inadequate 

to meet the housing needs of most Alaskans; it is imperative that housing at 

a reasonable price be made available to promote stable economic growth and 

that coordination and cooperation among private enterprise, state government 

and local c -’eminent be encouraged to finance residential housing for all 

Alaskans;

(3) the shortage of affordable financing lor housing is most acute 

for state residents of low and noderate income and for state residents who 

reside in the state's rural and blighted areas; although the Alaska Housing
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Finance Corporation should endeavor to assist all Alaskans in securing afford­

able financing for housing, it is the intention of the legislature that the 

corporation make a special effort to assist these Alaskans;

(4) the creation of the Alaska Housing Finance Corporation with 
%

the powers granted to it by this Act is essential to assist private enter­

prise in the financing of residential housing at a reasonable cost for all 

Alaskans and serves a public purpose in benefiting the people of the state; 

in tliis Act, the Alaska Housing Finance Corporation is empowered to act on 

behalf of the state and its people in serving this public purpose for the 

benefit of the general public.

*Sec. 2. AS 18.56.020 is amended to read:

Sec. 18.56.020. ALASKA. HOUSING FINANCE CORPORATION. The Alaska

Housing Finance Corporation is a public corporation and government
- * • %

instrumentality within the Department of Revenue (COMMERCE AND ECONOMIC

DEVELOPMENT), but having a legal existence independent of and separate

from the state. The corporation nay not be terminated as long as it has

bonds, notes or other obligations outstanding. Upon termination o f  the

corporation, its rights and property pass to the state.

*Sec. 3. AS 18.56.030. CORPORATION GOVERNING BODY. Ca) The corporation
«

shall be governed by a board of directors consisting of the canmis- 

. sioners of revenue and commerce and economic development, or their designees, 

and five members appointed by the governor. The appointment or reappointment 

of a member to the board, including an ex officio member, is subject to 

confirmation by a majority vote of the members of the legislature in joint 

session. If the legislature fails to confirm the appointment of an ex officio 

member, the governor shall appoint another me ber from the public to replace 

the ex officio member. However, the public member who replaces the ex officio 

member may not be reappointed unless the legislature again fails to confirm the 

appointment of the ex officio member.



(b) All board merbers serve three-year terms. The terms expire on 

February 1 of each year.

(c) If a vacancy occurs on the board, the governor shall make an 

appointment, effective immediately, for the unexpired portion of the 

term.

(d) Board members serve without c— pensation except that each 

member may lee reimbursed by the corporation for actual and necessary 

expenses at the same rate paid to members of state boards under AS 39.-

20.180.

*Sec. 4. AS 18.56.060 is amended to read:

Sec. 18.56.060. EMPLOYMENT OF PERSONNEL. The board may appoint 

other officers and engage professional and technical advisors as indepen­

dent contractors. The executive .director may hire employees of the 

corporation and , subject uo the approval of the board, engage profes­

sional and technical advisors under contract wath the corporation. The 

board shall prescribe the duties and compensation of corporation person­

nel, including the executive director.

*Sec. 5. AS 18.56.070 is amended to read:

Sec. 18.56.070. PERSONNEL EXEMPT FF.QM STATE PERSONNEL ACT. The 

personnel of the corporation are exempt from AS 39.25 (TO THE SAME 

- ^EXTENT AS THE PERSONNEL OF. THE ALASKA STATE HOUSING AUTHORITY) .

*Sec. 6. AS 18.56.080 is amended to read: • - ,

Sec. 18.56.080. INTERDEPARTMENTAL COOPERATION. All departments, 

agencies and public corporations of the state may provide information, 

services, facilities and loans to the corporation upon its request. The 

corporation shall, upon request, (.MAY) reimburse departments, agencies, 

and public corporations of the state for services or facilities provided, 

leans advanced or (FOR) expenses incurred on the corporation's behalf, 

at its recruest.



*Sec. 7. AS 13.56 is  amended by adding a new section to read:

Sec. 18.56.089. EXECUTIVE BUDGET ACT. The operating budget of the 

corporation is subject to the Executive Budget Act (AS 37.07).

*Sec. 8. AS 18.56 is  amended by adding new sections to read:

Sec. 18.56.097. SPECIAL MORTGAGE PURCHASE PROGRAM, (a) The 

corporation shall establish a special mortgage purchase program, under 

which i t  may purchase mortgage loans for owner-occupied single-family  

and duplex residences and mobile homes, which do not exceed the limita­

tions on mortgage loans purchased by the Federal national Mortgage 

Association as to principal amount and loan-to-value ratio and which 

meet prudent lending cr i ter ia .  In this section and in AS 18.56.098, 

"mortgage loan" means a loan made by the corporation as part of i t s  spe­

cial mortgage purchase program loan for financing of a residence pur­

chased by the corporation, and includes a beneficial interest or par- 

t icipation in a mortgage loan. The corporation may purchase, s e l l ,  

hold or otherwise deal in a mortgage loan made or purchased and in 

connection with the purchase or sale of a beneficial interest or par­

ticipation in mortgage loans, the corporation may enter into a trust  

agreement providing for the custody, control and administration of the 

mortgage loans. The trust agrerm'nt may provide that .the corporation 

or any bank or trust company act as trustor or trustee under the trust  

and that t i t l e  to the mortgage loans be considered to have passed as 

provided in the trust agreement. To the extent provided in the trust 

agreement, the e f fec t  of sale of  beneficial interests or participation 

is  the same as the sale of the mortgage loans subject to the trust.

The corporation may adopt regulations under AS 18.56.085 prohibiting, 

limiting or setting conditions on the right to assume a mortgage loan 

made or purchased as part of the special mortgage purchase program.

(b) The corporation shall f ix  from time to time interest  

rates for mortgage loans made or purchased as part of i ts  special 

mortgage purchase program in amounts such that the average interest  

rates on mortgage loans are g;aduated according to the price of

' ' ■



residences being financed, with mortgage loans on the lowest priced 

residences receiving the lowest interest rates but no mortgage loan 

shall bear an average interest  rate less than nine and one-half per­

cent. The legislature may establish other interest  rates. The corpor­

ation may adopt regulations under AS 18.56.035 to implement this 

paragraph.

(c) The corporation may provide for below market level inter­

e s t  rates through the appropriations made to i t ,  mortgage loans of the 

State transferred or assigned to i t  and the issuance of bonds for i ts  

special mortgage purchase program by the means provided in this subsec­

tion. For this purpose the corporation may make or purchase with 

amounts available ft r i t s  special mortgage purchase program, mortgage 

loans bearing interest  at the rates fixed ur.der subsection (b). Bonds 

may be issued to provide further funds for mortgage loans and mortgage

loans made or purchased with the proceeds of such bonds shall bear the -  -  %

same rate or rates as mortgage loans mads or purchased with amounts 

available to the special mortgage purchase program. Mortgage loans 

made or purchased with amounts available to the special mortgage pur­

chase program or mortgage loans or other property transferred to or 

pledged for the benefit of the special mortgage purchase program may be 

pledged by the corporation to pay principal, interest  .and redemption 

premium, i f  any, on tfie bonds to the extent considered necessary by the 

corporation. The sum of ( i )  the discounted present value of the exist ing,  

transferred or assigned mortgage loans and ( i i )  the unamortized principal 

amount of new mortgage loans made from amounts appropriated, pledged to 

the bonds, in excess of the bond proceeds available for the purchase of 

mortgage loans shall be the amount of the interest reduction. On or 

before January 2 of each year, the corporation shall calculate the 

amount of the interest  reduction estimated to be necessary for the next 

f iscal  year based on the anticipated level of mortgage purchases by the 

corporaJ1:r for that f iscal  year and the estimated interest rate on 

bonds of the corporation to be issued during that fiscal  year and shall 

cert i fy  the amount of the estimated interest  reduction to the governor 

and to the legislature.

Sec. 18.56.098. INSURANCE, (a) There is established in the corporation 

the "housing insurance fund," the "rural housing hazard insurance fund" and 

the "rural housing t i t l e  insurance fi V  The funds must be completely

v.,?W m s * _ rnmmmmmmmmmmmmmm



segregated from all other funds of the corporation, and are trust funds 

for the uses and purposes of this section. The corporation may adopt 

regulations under PS 18.56.085 and enter into agreements with respect to 

the exercise of any power relating to the funds under this section, 

including, without limitation, agreements as to the use of the rroney in 

the funds, agreements with respect to the terms and conditions upon which 

payments from the funds must be made to the corporation with respect to 

mortgage loans insured under this section, agreements as to accounts or 

subaccounts in the funds for different categories of loans, and agreements 

regarding the payment of end security for bonds of the corporation. The 

corporation may pledge, assign or grant other interests in the funds 

as may be necessary or appropriate in connection with the insurance of 

mortgage loans and to provide for the payment of and security for bonds of 

the corporation.

(b) In addition to any other fees and charges which the corporation 

may charge on mortgage loans, the corporation may collect, or cause to

be collected, insurance commitment fees and insurance premiums on 

mortgage loans insured by a fund under this section.

(c) A  mortgage loan made or purchased by the corporation as part 

of its special nortgage purchase program may be insured by the housing
V

insurance fund. Any such mortgage loan on a mobile home or residence located 

in a remote, underdeveloped, blighted or rural area of the state may'also 

be insured (i) against hazard loss by the rural housing hazard insurance 

fund when hazard insurance from other sources satisfactory to private 

mortgage lenders is not, in the opinion of the corporation, available on 

reasonable terms, and (ii) against title defect by the rural bousing title 

insurance fund when title insurance from other sources satisfactory to 

private mortgage lenders is not, in the opinion of the corporation, 

available on reasonable terms. The endorsement of the corporation on the 

mortgage that it is insured by any fund under this section at the time of



purchase or acquisition of the mortgage loan is conclusive evidence that the 

mortgage loan is insured under the provisions of this section by the fund.

(d) Mortgage loans may be insured by a fund or an account in a fund 

under this section only when the amount in the fund or in the account as a 

percentage of the sum of all mortgage loans to be insured and all unpaid 

principal on mortgage loans to be insured by the funds or the account, 

equals or exceeds the fund requirement. The fund requirement for each

fund or account shall be calculated as the percentage which the corporation 

determines is acturially sound for operation of the fund or account.

(e) When the corporation determines what is actuarially sound with 

respect to the operation of each fund or account in a fund, it shall consider 

means of providing sufficient revenues for the operation of the fund or account, 

without regard to amounts which may have been or may, after the date of det­

ermination of actuarial soundness, be appropriated under (f) of this section 

and it shall consider factors wnich must include, without limitation (i) as

to the mortgages insured by the housing insurance fund, or an account of the 

housing insurance fund, estimates of future defaults and losses on mortgage 

loans insured under this section based on actual default and loss experience, on 

those mortgage loans or on similar mortgage loans in Alaska or elsewhere, 

estimates of recoveries on defaulted or foreclosed mortgage loans based on that 

experience, the terms and conditions of the mortgage loans insured under this 

section, estimates of earnings and income of amounts on deposit in the fund, and" 

any other appropriate factors; (ii) as to mortgages insured by the rural housing 

•title insurance fund, or an account of the rural housing title insurance fund, 

estimates cf defaults and losses by reason of title defects which are otherwise 

uninsured, estimates of earnings and income of amounts on deposit in the fund 

or the account, and any other appropriate factors; and (iii) as to mortgages 

insured by the rural housing hazard insurance fund, or an account of the rural 

housing hazard insurance fund, estimates of default by reason of hazard losses 

which are otherwise uninsured, estimates of earnings and income of amounts on 

deposit in the fund or the account, and any other appropraite factors.



(f) On December 1 of 00 oh year the corporation oh ill ascertain 
the amount on deposit in each fond and in each account of each fund. If the 

arrount in any fund or account is less than the fund requirement for the fund 

or account, the corporation shall, no later than January 2 of the following 

year, certify in writing to the governor and to the legislature the amount, 

if any, required to restore that fund cr account to the fund requirement.

The legislature may appropriate the amount and the corporation shall deposit 

in the f\md or account all amounts appropriated during the then current 

state fiscal year. Nothing in this subsection creates a debt or liability of 

the state.

Sec. 18.56.099. COLLATERAL FOR DOANS. Under procedures established by 

regulations of the corporation a person may pledge as security for the 

repayment of a loan made, purchased or insured by the corporation under this 

chapter a preference right he holds to receive title to land he occupies 

as a primary place of residence," primary place of'business, subsistence camp­

site, or as headquarters for reindeer husbandry. The preference right must be 

conveyed to the person by the village corporation to which the land was 

granted under section 14 of the Alaska Native Claims Settlement Act 

(85 Stat. 688, 43 U.S.C. secs. 1601 - 1626) before it nay be pledged as 

security under this section. The Department of Community and Regional Affairs 

shall prescribe procedures and standard forms for establishing and appraising 

..the value of a preference right held by a person to secure the repayment 

of a loan node, purchased or insured by the corporation under this chapter.

* Sec. 9. AS 18.56.100(b) is amended to read:

(b) For the purpose of.providing housing for persons of lcwer and moderate 

income or persons located in remote, underdeveloped or blighted areas of the 

state, (CONSISTENT TOTH AS 18.56.090), the corporation may make temporary and 

permanent loans from the housing development fund, at such interest rate or 

rates as determined by the corporation and with such security for repayment 

as is necessary and practicable, to

(1) defray development costs of sponsors, builders, and 

developers of residential housing;



[?.) provide to persons of lever 2nd mxk?rate income who are 
applying for mortgages, the amounts required to make down payments and 

pay closing costs and to housing owners the amounts applied for partial 

rental payments and mortgage interest payments under AS 18.56.090(4); or 

(3) purchase, make, or participate in the making of mortgage 

(AND CONSTRUCTION) loans which are not federally insured or guaranteed 

to sponsors, builders, purchasers and developers of land deve ment or 

residential housing, if the corporation determines that such loans are 

not otherwise available, wholly or in part, from private lenders upon 

reasonably equivalent terms and conditions.

*Sec. 10. AS 18.56.100(e) is amended to read:

(e) The corporation may provide for the issuance, at one time or 

from time to time, of housing development fund notes for the purpose of 

providing mc_jy (FUNDS) for the fund. The conmissioner of revenue is authorized 

to purchase fund notes with surplus funds in the state treasury but only to 

the extent the amount necessary to purchase the notes has teen appropriated 

by the legislature. (BEFORE SUBMISSION OF THE EXECUTIVE BUDGET TO THE

LEGISLATURE, THE COMMISSIONER OF REVENUE SHALL ANNUALLY RECOMMEND TO THE 

GOVERNOR THE ANTICIPATED AMOUNTS OF SURPLUS FUNDS AVAILABLE FOR PURCHASE O F . 

FUND NOTES IN THE FISCAL YEAR ENCOMPASSED BY THE BUDGET. IN MAKING HIS 

RECOMMENDATION TO THE GOVERNOR, THE COMMISSIONER OF REVENUE SHALL CONSIDER 

THE EXPENDITURE AND REVENUE PROJECTIONS CONTAINED IN THE .MOST RECENT REVENUE 

SOURCE DOCUMENT PREPARED FOR AND SUBMITTED TO THE LEGISLATURE BY THE ADMIN­

ISTRATION. IF THE GOVERNOR AGREES WITH THE RECOMMENDATION OF THE COMMISSIONER 

OF REVENUE HE SHALL FORWARD THE RECOMMENDATION TO THE CORPORATION.)

*Sec. 11. AS 18.56.200 is amended by adding new subsections to read:

(b) By January 10 of each year, the beard shall publish a report of the 

corporation for distribution to the governor, legislature, and the public.

The report shall be written in easily understandable language. The report 

shall include a financial statement audited by an independent outside auditor, 

a statement of corporation investments, in mortgage loans under this chapter,



including a determination at market value of the .lOrtyaye io:.;s, a 

ccnparisicn of the corporation performance with the goals of the corporation, 

and the levels of bonding and investment activities anticipated in the 

previous year's report under (c) of this section, and any other information 

the board believes v.ould be of interest to the governor, the legislature, 

and Hie public. The annual income statement and balance sheet of the 

corporation shall be published in at least one newspaper in each judicial 

district. The board may also publish other reports it considers desirable 

to carry cut its purpose.

(c) The corporation shall include in its annual report under (b) of this 

section an estimate of the amounts needed for the interest reduction for the 

ensuing 12 month period.

*Sec. 12. AS 18.56.090(26) and (27) are repealed.

*Sec. 13.' This Act takes effect immediately in accordance with AS 01.10.070(c).
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IN THE HOUSE

HOUSE BIEL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to the Alaska Housing Finance Corporation;

and providing for an effective date."

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

*Sectio- 1. FINDINGS AND INI' .Nr. The legislature finds that

(1) there exists in the state a serious shortage of capital to 

finance owner-occupied, single-family residential housing and owner-occupied, 

duplex residential housing; interest rates are often far above levels which 

are affordable to persons of nost income levels; these conditions are inimical 

to the stability, prosperity and economic welfare of the residents of the 

state and to the sound growth of urban and rural communities in the state;

(2) private enterprise has not been able to provide, without 

assistance, adequate owner-occupied, single-family residential housing and

a./ner-occupiod, duplex residential housing to meet the basic housing and 

shelter needs of most Adaskans, or to consistently provide, without assist-

- ' ance, capital for those purposes at rates of interest which people of most 

income levels can afford; existing state and federal programs are inadequate 

. to meet the housing needs of most Alaskans; it is imperative that housing at 

a reasonable price be made available to pronote stable economic growth and 

that coordination and cooperation among private enterprise, state government 

and local government be encouraged to finance residential housing for all 

Alaskans,

(3) the shortage of affordable financing for housing is nost acute 

for state residents of low and moderate income and for state residents who 

reside in the state's rural and blighted areas; although the Alaska Housing



Finance Corporation should endeavor to assist all Alaskans in securing afford­

able financing for housing, it is the intention of the legislature that the 

corporation make a special effort to assist these Alaskans;

(4) the creation of the Alaska Housing Finance Corporation with 
%

the powers granted to it by this .Act is essential to assist private enter­

prise in the financing of residential housing at a reasonable cost for all 

Alaskans and serves a public purpose in benefiting the people of the state; 

in this Act, the Alaska Housing Finance Corporation is empowered to act on 

behalf of the state and its people in serving this public purpose for tire 

benefit of tire general public.

*Sec. 2. AS 18.56.020 is amended to read:

Sec. 18.56.020. ALASKA. HOUSING FINANCE CORPORATION. The Alaska 

Housing Finance Corporation is a public corporation and government 

instrumentality within the Department of Revenue (COMMERCE AND ECONOMIC 

DEVELOPMENT), but having a legal existence independent of and separate 

from the state. Tire corporation may not be terminated as long as it has 

bonds, notes or other obligations outstanding. Upon termination of the 

corporation, its rights and property pass to the state.

*Sec. 3. AS 18.56.030. CORPORATION GOVERNING BODY, (a) The corporation 

shall be governed by a board of directors consisting of the cormiis- 

. sioncrs of revenue and commerce and economic development, or their designees, 

and five members appointed by the governor. The appointment or reappointment 

of a member to Tie board, including an ex officio member, is subject to 

confirmation by a majority vote of the members of the legislature in joint 

session. If the legislature fails to confirm the appointment of an ex officio 

member, the governor shall appoint another member from the public to replace 

the ex officio member. However, the public member who replaces the ex officio 

member may not be reappointed unless the legislature again fails to confirm the 

appointment of the ex officio member.



(b) All 1)03rd maribers serve three-year terms. The terms expire on 

February 1 of each year.

(c) If a vacancy occurs on the board, the governor shall mxke an 

appointment, effective immediately, for {'lie unexpired portion of the 

^enn.

(d) Board merrb. rs serve without compensation except that each 

member may be reimbursed by the corporation for actual and necessary 

expenses at the same rate paid to members of state boards under AS 39.-

20.180.

*Sec. 4. AS 18.56.060 is amended to read:

Sec. 18.56.060. EMPLOYMENT OF PERSONNEL. The board may appoint 

I other officers and engage professional and technical advisors as indepen-

dent contractors. The executive .director may hire employees of the 

corporation and , subject to the approval of the board, engage profes­

sional and technical advisors under contract with the corporation. The 

board shall prescribe the duties and compensation of corporation person­

nel, Including the executive director.

*Sec. 5. AS 18.56.070 is amended to read:

Sec. 18.56.070. PERSONNEL EXEMPT FROM STATE PERSONNEL ACT. The 

personnel of the corporation are -ixempt from AS 39.25 (TO TILE SAME 

- "EXTENT AS THE PERSONNEL OF THE ALASKA STATE HOUSING AUTHORITY) .

*Sec. 6. AS 18.56.080 is amended to read:

Sec. 18.56.080. INIERDEPARIT'ENTAL COOPERATION. All departments, 

agencies and public corporations of the state may provide information, 

services, facilities and loans to the corporation upon its request. The 

corporation shall, upon request, (MAY) reimburse departments, agencies, 

and public corporations of the state for services or facilities provided, 

loans advanced or (FOR) expenses incurred on the corporation's behalf,



*Sec. 7. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.089. EXECUTIVE BUDGET ACT. The operating budget of the 

corporation is subject to the Executive Budget Act (AS 37.07).

*Sec. 8. AS 13.56 is  amended by adding new sections to read:

Sec. 18.56.097. SPECIAL MORTGAGE PURCHASE PROGRAM, (a) The 

corporation shall establish a special mortgage purchase program, under 

which i t  may purchase mortgage loans for owner-occupied single-family  

and duplex residences and mobile homes, which do not exceed the limita­

tions on mortgage loans purchased by the Federal National Mortgage 

Association as to principal amount and loan-to-value ratio and which 

meet prudent lending cr i ter ia .  In this section and in AS 18.56.098, 

"mortgage loan" means a loan made by the corporation as part of its  spe­

cial  mortgage purchase program loan for financing of a residence pur­

chased by the corporation, and includes a beneficial interest or par- 

t icipation in a mortgage loan. The corporation ray purchase, s e l l ,  

hold or otherwise deal in a mortgage loan made or purchased and in 

connection with the purchase or sale of a beneficial interest  or par­

ticipation in mortgage loans, the corporation may enter into a trust 

agreement providing for the custody, control and administration of the 

mortgage loans. The trust agreement may provide that .the corporation 

or any bank or trust company act as trustor or trustee under the trust 

and that t i t l e  to the mortgage loans be considered to have passed as 

provided in the trust agreement. To the extent provided in the trust 

agreement, the e ffec t  of sale of beneficial interests or participation 

is the same as the sale of the mortgage loans subject to the trust.

The corporation may adopt regulations under AS 18.56.085 prohibiting, 

limiting or setting conditions on the right to assume a mortgage loan 

made or purchased as part of the special mortgage purchase program.

(b) The corporation shall fix from time to time interest 

rates for mortgage loans made or purchased as part of i ts  special 

mortgage purchase program in amounts such that the average interest  

rates on mortgage loans are graduated according to the price of



residences being financed, with mortgage loans on the lowest priced 

residences receiving the lowest interest  rates but no mortgage loan 

shall bear an average interest  rate less than ”ine and one-half per­

cent. The legislature may establish other interest rates. The corpor­

ation may adopt regulations under AS 13.56.085 to implement this 

paragraph.

(c) The corporation may provide for below market level inter­

est  rates through the appropriations made to i t ,  mortgage loans of the 

State transferred or assigned to i t  and the issuance of bonds for its  

special mortgage purchase program by the means provided in this subsec­

tion. For this purpose the corporation may make or purchase with 

amounts available for i t s  special mortgage purchase program, mortgage 

loans bearing interest at the rates fixed under subsection (b). Bonds 

may be issued to provide further funds for mortgage loans and mortgage

loans made or purchased with the proceeds of such bonds shall bear the
• *

same rate or rates as mortgage loans made or purchased with amounts 

available to the special mortgage purchase program. Mortgage loans 

made or purchased with amounts available to the special mortgage pur­

chase program or mortgage loans or other property transferred to or 

pledged for the benefit of the special mortgage purchase program may be 

pledged by the corporation to pay principal, interest .and redemption 

premium, i f  any, on th'e bonds to the extent considered necessary by the 

corporation. The sum of ( i )  the discounted present value of the exist ing,  

transferred or assigned mortgage loans and ( i i )  the unamortized principal 

amount of new mortgage loans made from amounts appropriated, pledged to 

the bonds, in excess of the bond proceeds available for the purchase of  

mortgage loans shall be the amount of the interest reduction. On or 

before January 2 of each year, the corporation shall calculate the 

amount of the interest  reduction estimated to be necessary for the next 

fiscal  year based on the anticipated level of mortgage purchases by the 

corporation for that f iscal  year and the estimated interest rate on 

bonds of the corporation to be issued during that fiscal  year and shall 

certify  the amount of the estimated interest reduction to the governor 

and to the legislature.

I

Sec. 1 8 . 5 6 . 0 9 8 .  INSURANCE, (a) There is established in the corporation 

the "housing insurance fund," the "rural housing hazard insurance fund" and 

the "rural housing t i t l e  insurance fund." The funds must be completely



segregated from all other funds of the corporation, and are trust funds 

for the uses and purposes of this section. The corporation may adopt 

regulations under AS 13.'56.085 and enter into agreements with respect to 

the exercise of any pcwer relating to the funds under this section, 

including, without limitation, agreements as to the use of the money in 

the funds, agreements with respect to the terms and conditions upon which 

payments fran the funds must lee mode to (die corporation with respect to 

mortgage loans insured under this section, agreements as to accounts or 

subaccounts in the funds for different categories of loans, and agreements 

regarding the payment of and security for bonds of the corporation. The 

corporation may pledge, assign or grant other interests in the funds 

as may be necessary or appropriate in connection wildi the insurance of 

mortgage loans and to provide for the payment of and security for tonds of 

the corporation.

(b) In addition to m y  other fees and charges which the corporation 

m y  charge on mortgage loans, the corporation may collect, or cause to

be collected, insurance commitment fees and insurance premiums on 

mortgage loans insured by a fund under this section.

(c) A mortgage loa~ made or purchased by the corporation as part 

of ies special mortgage purchase program may bo insured by the housing 

insurance fund. Any such mortgage loan on a mobile home or residence located 

in a res rote, underdeveloped, blighted or rural area of the state may also

be insured (i) against hazard loss by the rural housing hazard insurance 

fund when hazard insurance from other sources satisfactory to private 

mortgage lenders is not, dm the opinion of the corporation, available on 

reasonable terms, and (ii) against title defect by the rural housing title 

insurance fund when title insurance from other sources satisfactory to 

private mortgage lenders is not, in the opinion of the corporation, 

available on reasonable terms. The endorsement of the corporation on the 

mortgage that it is insured by any fund under this section at the time of



purchase or acquisition of the mortgage loan is conclusive evidence that 1:1 2 

mortgage loan is insured under the provisions of this section by the fund.

(d) Mortgage loans may be insured by a fund or an account in a fund 

under this section only when the amount in the fund or in the account as a 

percentage of the sum of all mortgage loans to be insured and all unpaid 

principal on mortgage loans to be insured by the funds or the account, 

equals or exceeds the fund requirement. The fund requirement for each

fund or account shall be calculated as the percentage which the corporation 

determines is acturially sound for operation of the fluid or account.

(e) When the corporation determines what is actuarially sound with 

respect to the operation of each fund or account in a fund, it shall consider 

means of providing sufficient revenues for the operation of the fund or account, 

without regard to amounts which may have been or may, after the date of det­

ermination of actuarial soundness, be appropriated under (f) of this section 

and it shall consider factors which must include, without limitation (i) as

to the mortgages insured by the housing insurance fund, or an account of the 

housing insurance fund, estimates of future defaults and losses on nortgage 

loans insured under this section based on actual default and loss experience on 

those mortgage loans or on similar mortgage loans in Alaska or elsewhere, 

estimates of recoveries on defaulted or foreclosed mortgage loans based on that 

experience, the terms and conditions of the mortgage loans insured under this 

section, estimates of earnings and income of amounts on deposit in the fund, and' 

any other appropriate factors; (ii) as to mortgages insured by the rural housing 

title insurance fund, or an account of the rural housing title insurance fund, 

estimates cf defaults and losses by reason of title defects which are otherwise 

uninsured, estimates of earnings and income of amounts on deposit in the fund 

or the account, and any other appropriate factors; and (i.i.i) as to mortgages 

insured by the rural housing hazard insurance fund, or an account of the rural 

housing hazard insurance fund, estimates of default by reason of hazard losses 

which are otherwise uninsured, estimotes of earnings m d  income of amounts on 

deposit in the fund or no account, and any other appropraite factors.



(f) On December 1 of each year the corporation shall ascertain 

the amount on deposit in each fund and in each account of each fund. If the 

amount in any fund or account is less than the fund requirement for the fund 

or account, the corpo. -ion shall, no later than January 2 of the following 

year, certify in writing to the governor and to the legislature the amount, 

if any, required to restore that fund or account to the fund requirement.

The legislature may appropriate the amount and the corporation shall deposit 

in the fund or account all amounts appropriated during the then current 

state fiscal year. Nothing in this subsection creates a debt or liability of 

the state.

Sec. 18.56.099. COLLATERAL FOR LOANS. Under procedures established by 

regulations of the corporation a person may pledge as security for (Tie 

repayment of a loan made, purchased or insured by the corporation under this 

chapter a preference right he holds to receive title to land he occupies 

as a primary place of residence,' primary place of-business, subsistence camp­

site, or as heac.quarters for reindeer husbandry. The preference right must lie 

conveyed to the person by the village corporation to which the land was 

granted under section 14 of the Alaska Native Claims Settlement Act 

(85 Stat. 688, 43 U.S.C. secs. 1601 - 1626) before it may be pledged as 

security under this section. The Department of Community and Regional Affairs 

shall prescribe procedures and standard forms for establishing and appraising 

the value of a preference right held by a person to secure (Tie repayment 

of a loan made, purchased or insured by the corporation under this chapter.

* Sec. 9. AS 18.56.100(b) is amended to read:

(b) For the purpose of,providing housing for persons of lower and moderate 

income or persons located in Jpnote, underdeveloped or bligli ad areas of (Tie 

state,_ (GONSTSTENr WITH AS 18.56.090) , the corporation may make temporary and 

permanent loans from the housing devolopnent fund, at such interest rate or 

rates as determined oy the corporation and with such security for repayment 

as is necessary and practicable, to

(1) defray development costs of sponsors, builders, and 

developers of residential housing;



(2) provide to persons of lower and mxlerate income who are 

applying for mortgages, the amounts required to make down payments and 

pay closing costs and to housing owners the amounts applied for partial 

rental payments and mortgage interest payments under AS 18.66.090(4); or

(3) purchase, make, or participate in the making of mortgage 

(AID CONSTRUCTION) loans which are not federally insured or guaranteed 

to sponsors, builders, purchasers and developers of land development or 

residential housing, if the corporation determines that such loans are 

not otherwise available, wholly or in part, from private lenders upon 

reasonably equivalent terms and conditions.

*Sec. 10. AS 18.56.100(e) is amended to read:

(e) The corporation may provide for the issuance, at one time or 

from time to time, of housing development fund notes for the purpose of 

providing rroney (FUNDS) for the fund. The commissioner of revenue is authorized 

to purchase fund notes with surplus funds in the state treasury but only to 

the extent the amount necessary to purchase the note s has Iieen appropriated 

by the legislature. (BEFORE SUBMISSION OF THE EXECUTIVE BUDGET TO THE

LEGISLATURE, THE COMMISSIONER OF REVENUE SHALL ANNUALLY RECOMMEND 'ID THE 

GOVERNOR THE ANTICIPATED AMOUNTS OF SURPLUS FUNDS AVAILABLE FOR PURCHASE OF 

PIJND NOTES IN THE FISCAL YEAR ENCOMPASSED BY THE BUDGET. IN MAKING HIS 

RECOMMENDATION TO THE GOVERNOR, 1HE COMMISSIONER OF REVENUE SHALL CONSIDER 

THE EXPENDITURE AND REVENUE PROJECTIONS CONTAINED IN THE MOST RECENT REVENUE 

SOURCE DOCUMENT PREPARED FOR AND SUBMITTED TO THE LEGISLATURE BY THE ADMIN­

ISTRATION. IF THE GOVERNOR AGREES WITH THE RECOMMENDATION OF THE COMMISSIONER 

OF REVENUE HE SHALL FORWARD THE RECOMMENDATION TO THE CORPORATION.)

*Sec. 11. AS 18.56.200 is amended by adding new subsections to read:

(b) By January 10 of each year, the board shall publish a report of the 

corporation for distribution to the governor, legislature, and the public.

The report shall lie written in easily understandable language. The report 

shall include a financial statement audited by an independent outside auditor, 

a s!ntement of corporation investments in mortgage loans under this chapter,



including a determination at market value of the mortgage loans, a 

conparision of the corporati.on performance with the goals of the corporation, 

and the levels of bonding and investment activities anticipated in the 

previous year's report under (c) of this section, and any other information 

the looard believes would be of interest to the governor, the legislature, 

and the public. The annual income statement and balance sheet of the 

corporation shall be published in at least one newspaper in each judicial 

district. 'Hie board may also publish other reports it considers desirable 

to carry out its purpose.

(c) The corporation shall include in its annual report under (b) of this 

section an estimate of the amounts needed for the interest reduction for the 

ensuing 12 month period.

*Sec. 12. AS 18.56.090(26) and (27) are repealed.

*Sec. 13.' This Act takes effect immediately in accordance with AS 01.10.070(c).



WO it 8 4 8 1  O U T L IN E

This w o r k  d r a f t  p r o p o s e s  s e v e r a l  c h a n g e s  in the 
A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n .  It:

1. M o v e s  the c o r p o r a t i o n  fr o m  the D e p a r t m e n t
of C o m m e r c e  and E c o n o m i c  D e v e l o p m e n t  to the D e p a r t m e n t  
of R e v e n u e .

2. C h a n g e s  the b o a r d  of d i r e c t o r s  f r o m  s i x  p u b l i c  
m e m b e r s  and one c o m m i s s i o n e r  (Commerce) to f o u r  p u b l i c  
m e m b e r s  and t h r e e  c o m m i s s i o n e r s  ( C o mmerce, R e v e n u e ,  A d­
m i n i s t r a t i o n )  .

3. S h o r t e n s  m e m b e r s '  terms f r o m  t h ree y e a r s  to o n e
year.

4. M a k e s  m e m b e r s '  a p p o i n t m e n t s  s u b j e c t  to l e g i s l a t i v e  
c o n f i r m a  t i o n .

5. E s t a b l i s h e s  a loan a c c e p t a n c e  c o m m i t t e e  r e s p o n s i b l e  
d i r e c t l y  to the board.

6. P l a c e s  the c o r p o r a t i o n  u n d e r  the E x e c u t i v e  B u d g e t
Act.

7. P l a c e s  the c o r p o r a t i o n  u n d e r  the A d m i n i s t r a t i v e  
P r o c e d u r e s  Act.

8. S p e c i f i e s  the c o r p o r a t i o n ' s  d u t i e s  in r e p o r t i n g  
to the g o v e r n o r ,  l e g i s l a t u r e  and public.

9. S p e c i f i c a l l y  a u t h o r i z e s  the c o r p o r a t i o n  to s e l l  
t a x a b l e  bonds.

10. R e m o v e s  the c o r p o r a t i o n ' s  p o w e r  to f i n a n c e  c o n­
st r u c t i o n .

11. R e m o v e s  the c o m m i s s i o n e r  of R e v e n u e ' s  p o w e r  to 
loan m o n e y  to the c o r p o r a t i o n .

12. E s t a b l i s h e s  an i n t e r e s t  rate r e d u c t i o n  a c c o u n t  
for t a x a b l e  b o n d  p r o c e e d s  u s e d  for loans.

13. E s t a b l i s h e s  an i n t e r e s t  rate p r e f e r e n c e  for 
q u a l i f y i n g  s t a t e  v e t e r a n s .



I n t e r e s t  R a t e  R e d u c t i o n  A c c o u n t

The i n t e r e s t  rate r e d u c t i o n  a c c o u n t  f o u n d  in 
WO it 8481 w o u l d  w o r k  as fo l l o w s :

The l e g i s l a t u r e  w o u l d  a p p r o p r i a t e  a sum to the 
a c c o u n t  and s p e c i f y  the a m o u n t  of i n t e r e s t  rate r e d u c t i o n  
to be a p p l i e d .  The c o r p o r a t i o n  w o u l d  sell b o n d s  and m a k e  
loans. The b o r r o w e r  w o u l d  pay i n t e r e s t ,  m i n u s  the a m o u n t  
r e d u c e d ,  to the c o r p o r a t i o n .  The c o r p o r a t i o n  w o u l d  take 
that i n t e r e s t .pl u s  the a m o u n t  • r e d u c e d  fr o m  the a c c o u n t  and 
pay its b o n d h o l d e r s .

E x a m p l e : The l e g i s l a t u r e  sots the i n t e r e s t  rate 
r e d u c t i o n  at 3 per cent (4 per cent for v e t e r a n s )  and 
a p p r o p r i a t e s  to the i n t e r e s t  r a t e  r e d u c t i o n  ac c o u n t .  The 
c o r p o r a t i o n  s ells t a x a b l e  b o n d s  at 14 per cent. S e l l e r /  
s e r v i c e r  and o t h e r  c h a r g e s  add 1 per cent. The c o r p o r a t i o n  
buys loans at 12 per cent (11 per cent for v e t e r a n s ) .

N o t e s  : -First, the i n t e r e s t  r a t e  r e d u c t i o n  a p p l i e s
o n l y  to t a x a b l e  b o n d  f i n a n c e d  loans.

Second, t h ose who can a f f o r d  to pay the c o r p o r a t i o n ' s
full cost of m o n e y  r e c e i v e  no i n t e r e s t  rate r e d u c t i o n .

Third, the i n t e r e s t  r a t e  r e d u c t i o n  does n o t  a p p l y  
if the c o r p o r a t i o n ' s  cost of m o n e y  is 9.5 per cent (8.5 
per ce n t  for v e t e r a n s )  or less.
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MEMO TO: REPRESENTATIVE RUSS MEEKINS

FROM: MIKE D00GAN

SUBJECT: COMMENTS OF WO #8481

During the  course  o f  a c o n fe r e n c e  c a l l  May 5 
with members o f  the  Alaska Mortgage Bankers' A s s o c i a t i o n  
l e g i s l a t i v e  com m ittee ,  the f o l l o w i n g  comments were o f f e r e d  
with  regard to  changes in WO #8481.

F i r s t ,  the  members e x p r e s s e d  concern with the  
e f f e c t  o f  the r e s t r u c t u r i n g  o f  AHFC's board. They 
p r e fe r  e x i s t i n g  terms o f  membership and the a d d i t io n  
o f  the Commissioner o f  Revenue to  the  c u r re n t  board.

Second, the  members recommended the removal o f  
the  loan a c c e p ta n c e  committee and the  i n s e r t i o n  o f  an 
a p p ea ls  committee made up o f  persons  from o u t s i d e  the  
c o r p o r a t i o n .

Th ird ,  the  members recommended the loan l i m i t  
be changed form $ 1 0 0 ,00 0  to  the  FNMA l i m i t .

Fourth,  the  members recommended once again  th a t  
the  i n t e r e s t  r a te  charge be pegged a t  some f i x e d  r a te  
and r a i s e d  q u a r t e r l y .  Although they took no o f f i c i a l  
p o s i t i o n  on the  f i g u r e s ,  the  se n t im e n t  seemed to be fo r  
9 .5  per cen t  s t a r t i n g  r a te  with a .25  per c en t  q u a r t e r l y  
i n c r e a s e .
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(907) 586-1708

May 5, 1980

Mike Doogan
House Finance
Alaska State Legislature
State of Alaska
Pouch V
Juneau, Alaska 99811

Re: Comments on House Bill______  Alaska Housing Finance Corporation

*r.ec. 3. 18.56.030. CORPORATION GOVERNING BODY.

(a) Describes the rights and duties of the board of directors, but 
doesn't define ex officio members as being either the public members or 
government members. Who is "ex officio"?

(b) Requires all board members to serve one year terms. The word "all" 
includes the Ccmmissianers of Revenue, Commerce and Economic Development 
and Administration. Their terms cannot possibly be one year terms for 
constitutional reasons. A  one year term for the board members also creates 
instability in the institution. It takes a good six to eight months for the 
board to understand its functions . This provision gives more power to the 
staff and commissioners.

(d) I feel the board members should receive some compensation other 
than expenses to insure that you will.get board menbers who have the time 
and interest bo serve.

*Sec. 4. 13.56.060. ADMINISTRATION OF AFFAIRS.

. I feel a loan acceptance conmittee is unworkable for this type of corpor­
ation. The regulations spell out the type of loans that are generally eligible. 
The credit judgment of many bank lending officers already pre-screens these 
loans. Additionally, the corporation in itself has lending officers who are 
capable of making credit decisions. What we are adding here is a third level 
of bureaucracy to approve a standard product which is a consumer loan to pur­
chase a house, secured by mortgage insurance for 25% of the assets, plus the 
house itself. The loan acceptance cormattee can only slew down the process 
and add to the confusion about the corporation.

EOND PROFESSIONALS SINCE 1ESS OFFICES: CHICAGO. NEW YORK AND PRINCIPAL CITIES
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The loan acceptance committee board size is not determined. As I read the 
bill, the corporation can appoint as many as it likes to the conmittee. Two 
members of the loan acceptance committee constitute a quorum. Decisions of 
the board are made by a majority vote. With a quorum of two, which one is 
the majority?

*Sec. 6. 18.56.060. EMPLOYMENT OF PERSONNEL.

The Executive Director serves at the pleasure of the board. An additional 
safeguard for the corporation may require that the Director also have a term 
of office in addition to serving at the pleasure of the board, so that at the 
end of the term, there has to be a conscious decision to re-employ him after 
weighing the alternatives.

*Sec. 9. 18.56.089. EXECUTIVE BUDGET ACT.

This section provides that the operating budget of the corporation be sub­
ject to the Executive Budget Act (AS 37.07). I have no problems with this 
provision as long as the source of the funds is the revenues from the Auth­
ority, and it is clearly understood by the Legislature that they have a 
contractural responsibility to the bondholder. Approval cannot be unreasonably 
withheld and expenses necessary to service for the existing bonds will be 
adequate. Otherwise, the bondholders have a cause of action against the State 
which the bondholders would win.

*Sec. 12. 1,8.56.095. MORTGAGE INSURANCE.

I don't see the need for two state mortgage insurance funds. In fact, it 
is a detriment to the success of the insurance f\ ad. The tax exempt bond 
insurance fund has proved that the fund is very sound actuarially. Earnings 
on the 8 million dollar insurance fund presently add to the strength of the 
fund and could be used to sell taxable mortgages. I feel it is a detriment 
to have more than one fund.

(c) I feel that the requirement to repay the General Fund to the extent on 
the recovery of bad loans detracus from the fund as an insurance fund. This 
paragraph describes hew the proceeds of a recovery from the loan proceed first 
to the State to pay back any appropriation and next to restore the insurance 
fund. The State didn't set up the insurance fund to be paid off by bad loar.s 
but to provide insurance to investors that all outstanding loans be paid off.

*Sec. 13. 18.56.097. LIMITATIONS ON POWERS TO MAKE OR PURCHASE MORTGAGE LOANS.

(a) This limits the purchasing of loans to $100,000.00. This provision 
wipes out the ability of the corporation to purchase duplex, triplex, or
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four-plex loans because the loans will have to be greater than $100,000.00.

(b) It requires a ten percent dcwn payment of cwner occupied duplex and 
mobile heme owners. However, this subsection can waive the ten percent require­
ment if this section will interfere with the sale of the bonds. If anything, 
the bond market may require a higher downpayment, not a lower one as the 
paragraph suggests.

*Sec. 13. 18.56.098. COLLATERAL FOR LOANS.

This paragraph seeks to allow the pledging of the preference rights conveyed 
to a person by a village corporation under the ANSCA Act as security for a 
loan. I don't fe^l this provision is adequate security for the sale of the bonds 
I feel the activity is akin to title insurance and should be treated as such 
with a new insurance fund.

*Sec. 14. 18.56.100. HOUSING DEVELOPMENT FUND.

(b) Subsection one allows the development fund to defray the costs of 
developers and builders for housing for persons of lower and moderate income 
or persons located in remote, underdeveloped or blighted areas of the State. 
Paragraph three on the other hand, takes away the ability to help on con­
struction loans. These two stands are inconsistent.

The housing development fund over the years has been used for serving 
different programs. The fund has proved successful for limited developmental 
programs such as teacher and elderly housing and other special uses in the 
development or adequate housing in the State. Several of the .ASHA projects for 
elderly housing were made on loans from the State to ASHA. The way the para­
graph is presently constructed, this practice would be discontinued.

The provisions of this section also prevent AHFC frcm participating in the 
Federal 235 Housing Program, if it is ever reactivated. It allows the Federal 
Government to pay part of the interest on loans in family housing.

*Sec. 15. 18.56.110.

(a)(2) The corporation should be allowed to issue mortgage pass-through 
certificates if it finds it is in the State's best interests to do so.

*Sec. 18. 18.56.195. INTEREST DIFFERENTIAL ACCOUNT.

(a) This paragraph requires that the corporation purchase mortgages frcm the 
public at its cost of funds. This dest.oys the financial soundness of the 
corporation. While I will not argue th t the corporation needs the full l*s% 
as allowed under the Internal Revenue Jervice regulations, the corporation needs 
an amount that may vary frcm time to time to maintain financial soundness of the



corporation. The corporation needs the spread to pay the operating expenses 
and bui'ld up a net worth over time. AHFC is viewed as one of the soundest 
public housing authorities in the' United States due to its large reserves. I 
feel these reserves are necessary for the financial soundness of the corpor­
ation. If this paragraph passes, the corporation would slowly eat its present 
reserves to pay operating expenses and may violate some of the covenants of 
prior issued bonds, and if it doesn't, it certainly violates the spirit.

(b)(2) This provision allows a person to purchase any size home in the 
State, and obligates the State to pay the difference to get payments down 
to 25% of annual income. I don't feel this was your intent. Please clarify 
your intent in this instance.

(c) Under the Alive Voluntary Decision vs. State of Alaska, the concurrent 
resolution approving bonds being sold is required to be a law.

*Sec. 21. Repealing AS 18.56.010:

The findings removed all reference to the purpose of the corporation to 
provide safe and sanitary housing but left in only reference bo the price of 
housing.

Repealing 18.56.085: Gives the corrmissioner the power to invest surplus 
funds into housing. Deleting this section gives him the responsibility of 
housing, but no authority to do anything about it.

Repealing 18.56.088: Removing the Administrative Procedure Act makes it 
fall under the General Administrative Procedure Act. I would like an adequate 
explanation of what this accomplishes. The old procedure worked well with the 
bond market plus gave everyone adequate notice.

M ike  D oogan
May 5 ,  1 9 8 0
P a g e  F o u r

GENERAL NOTE: Another way to accomplish the interest reduction account is to
appropriate additional collateral to the housing fund. This collateral would 
be invested in high earning assets and the resultant cash flow would give ad­
equate coverage for the bonds.

Respectfully submitted

JOHN NUVEEN I CO., INCORPORATED



I n t e r e s t  R a t e  R e d u c t i o n  A c c o u n t

T h e  i n t e r e s t  r a t e  r e d u c t i o n  a c c o u n t  f o u n d  in 

W O  it8 4 8 1  w o u l d  w o r k  a s  f o l l o w s :

T h e  l e g i s l a t u r e  w o u l d  a p p r o p r i a t e  a s u m  to t h e  

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

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

l o a n s .  T h e  b o r r o w e r  w o u l d  p a y  i n t e r e s t ,  m i n u s  t h e  a m o u n t  

r e d u c e d ,  to t h e  c o r p o r a t i o n .  T h e  c o r p o r a t i o n  w o u l d  t a k e  

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

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

E x a m p l e : T h e  l e g i s l a t u r e  s e t s  t h e  i n t e r e s t  r a t e  

r e d u c t i o n  a t  3 p e r  c e n t  (4 p e r  c e n t  f o r  v e t e r a n s )  a n d  

a p p r o p r i a t e s  to t h e  i n t e r e s t  r a t e  r e d u c t i o n  a c c o u n t .  T h e  

c o r p o r a t i o n  s e l l s  t a x a b l e  b o n d s  a t  1 4  p e r  c e n t .  S e l l e r /  

s e r v i c e r  a n d  o t h e r  c h a r g e s  a d d  1 p e r  c e n t .  T h e  c o r p o r a t i o n  

b u y s  l o a n s  a t  12 p e r  c e n t  ( 1 1  p e r  c e n t  f o r  v e t e r a n s ) .

N o t e s  : F i r s t ,  t h e  i n t e r e s t  r a t e  r e d u c t i o n  a p p l i e s

o n l y  to t a x a b l e  b o n d  f i n a n c e d  l o a n s .

S e c o n d ,  t h o s e  w h o  c a n  a f f o r d  to p a y  t h e  c o r p o r a t i o n ' s

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

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

if t h e  c o r p o r a t i o n ' s  c o s t  o f  m o n e y  is 9 . 5  p e r  c e n t  ( 8 . 5  

p e r  c e n t  f o r  v e t e r a n s )  or l e s s .


