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STATE OF ALASKA 
1 9 8 8  LEGISLATIVE SESSION

REQUEST :

BILL VERSION: SB 408 
PUBLISH DATE: ______

FISCAL NOTE
Alaska industrial Development 

Agency Affected :and Export Authority 
BRU :  _____________________________________

Revision Date:
Title :^ .,A c£Qjcgl^fc^ngpja _ t h gi, Alagkfl. Sta ­
bilization Assistance Program 

Sponsor: Kelly and Sturgulewski 
Requestor:  ____________ _ ____________________ Components:.

EXPENDITURES/REVENUES: (Thousands of Dollar:)
OPERATING FY 8 8 FY 89 FY 90 FY 91 FY 92 FY 95

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING zero(0) zero(0) zero(0) zero(0)

CAPITAL $15.0 Mil zero(O) zero(0) zero (0)

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL

.

J i S J U l i i
PO S IT IO N S :
FULL-TIME
PART-TIME
TEMPORARY

-

ANALYSIS : (Attach a separate page if necessary)
**Funds will be appropriated from the Railbelt energy fund to the Alaska 

Stabilization Assistance fund established in the Alaska Industrial Development 
and Export Authority per SB 403.

Costs of administering the Alaska Stabilization Assistance Program will be 
absorbed by the Alaska Industrial Development and Export Authority 
Prepared by : uagnnn Pvpr-nt- -iirn n-i-ro^h^-r Phone: 274-1651

Division : Alaska-Ind u s t r i a ^ e V e l p p m e n t  &, Export Author! t-.'Tian*; ?<?]?,r t i a T V . 22 . -1 9 8 8 /

Approved by Commissioner: J .  ( ^ i t ___________________  Date:
A g e n c y : C om m erce  a n d  E c o n o m ic  D e v e lo p m e n t

Distribution (bypreparer)tribution (by preparer) :  -
Legislative Finance /C y  ' /
Legislative Sponsor 
Requestor
Office o f Management and Budget
Impacted Agency(ies) of



STATE OF ALASKA 
1988 LEGISLATIVE SESSION
REQUEST:

BILL VERSION: 
PUBLISH DATE:

CSSSSB 408 (Jud)

FISCAL NOTE

Revision D a t e : _______________________________Title; S tab i l i z a t io n  o f  the rea l es tate 
market, es tab lish ing  rea l property 

liqu ida t ing  organizations 
Requester. K e l ly  and Sturgulewski

Agency Affected: Commerce & Econ. Dev. 
BRU:_______________________________
rvimpnrmntfi- Banking. Securit ies &

Corporations
EXPENDITURES / REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

P E R S O N A L  SERVICES

TRAVEL
C ONTRACTUAL

SUPPLIES
EQUIPMENT

LAN D  & STRUCTURES

GRANTS, CLAIMS
MISCELLANEOUS

46 .0 46.0 46.0 46.0 4 6 .0

3 .2 - - - - — - -  !

TQTAL (?PERATIN<3 0 , 4 9 , 2 .  . 46 .0 46 .0 46 .0 . 46J2 .
CAPITAL

REVENUE 46 .0 46 .0 46 .0 46 .0 46 .0
FUNDING: (Thousands of dollars)

GENERAL FUND 
FEDERAL FUNDS 
OTHER(Pgm. Rects .) 
TOTAL

3.2 O 0 0 .0
46 .0 46 .0 46 .0 46 .0 46 .0

0 49.2 46 .0 46 .0 46 .0 46 .0
POSITIONS:
FULL-TIME 0 1 1 1 1 1 1
PAR7TIME 1
T E M P O R A R Y i

1

ANALYSIS: (Attach a separate page if necessary.)

Revenue has been ca lcu lated on the assumption that l im ited  scope examinations 
would be conducted on these organ iza tions . To comply with the examination 
schedule as stated-, a t le a s t  twice each calendar yea r , an additiona l examiner
position would be'needed as well as computer equipment and software f o r  exami­
nation to o ls .  /
Frepared by: . Willis F. Kirkpatrick______ MzT ,_________________Phone: 465-2521____
Division:_______Banking. Secgritifts & Corporations___________  Date: 5-2-8B
Approved by Commissioner. 
Agency: Department o f C. Date:

Distribution (by preparer):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)
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-5.-2.-88

4 1988

page , of



STATE OF ALASKA BILL VERSION: SSSB 408
1988 LEGISLATIVE SESSION PUBLISH DATE:______________ _

REQUEST:__________________________F IS C A L  N 0 T E _____________________________
Revision Date: Agency Affected: Commerce & Econ. Dev.
Title: Stabilization of the real estate b r U : _____________________________________

market, establishing real property ________________

S p o n $ #  1 iouidating organizations nomnnnents: Banking, Securities &
Requester Kelly and Sturgulewski  Corporations

EXPENDITURES I REVENUES: (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPUES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

46.0 46 .0 46 .0 46 .0 46 .0

3 .2 — — — —

T5TAL.QE5RATIN8- _  0... . 49.2 4b.U 4b. U 4b.u 46.0

CAPITAL

REVENUE 28 .0 28 .0 28 .0 28 .0 28 .0
FUNDING: (Thousands of dollars)
GENERAL FUND 
FEDERAL FUNDS 
other (Pgm. Rects .) 
TOTAL

21.2 18 .0 18 .0 18 .6 18.0
28 .0 28 .0 28 .0 2«.U

0 49.2 46 .0 46 .0 4b.u 4b.U
POSITIONS:
FULLTIME
PARTTIME
TEMPORARY

0 1 1 1 1 1 1' ........1
___________________l___________________ -

ANALYSIS: (Attach a separate page if necessary.)
Revenue has been ca lcu lated on the assumption that lim ited scope examinations 
would be conducted on these organ izations . To comply with the examination 
schedule as sta ted , at le a s t  twice each calendar yea r , an additiona l examiner 
pos it ion  would be needed as well as c ^ u t e r  equipment and software f o r  exami­
nation t o o ls .

Prepared by:___W i l l i s .  F. K irkpatrick f/ / K ____________  Ph0ne: 465-2521
Division: Banking. Secu rit ies & Corporations ✓________ Date: 4- 20-88

Approved by Commissioner i    Date: 4-20-88
Agency: Qppart.mpnt o f  Comm^P^T^ Economic Development
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
impacted Agency(les) page_____of

149TD/042288C



s M E M O R A N D U M S t a t e  o f  A l a s k a

THRU:

FROM:

Fiscal Note -  SB 408 DATE: April 22, 1988
FILE NO:

TELEPHONE NO:

SUBJECT: AS 06.01 .010 -  Li mi t
on Amount Chargeable 
f o r  an Examination.

W i l l i s  F. K irkpa tr ick , D irecto r 
D iv is ion o f  Banking, Secu rit ies 

Corporations 
Department o f  Commerce and Economic 

Development

I t  is  the in tent o f  the d iv is ion  to c o l le c t  from "rea l property 
liqu idating  organizations" provided fo r  in SB 408 the necessary funds 
to  cover the cost o f examining these organizations.
In order to accomplish th i s ,  the l im i t  on the maximum amount that can 
be charged ($7 ,500 ) must be addressed. This lim ita t ion  can be avoided 
in one o f  two ways:

a. Passage o f  HB 263 (now in conference) which w i l l  a llow the 
establishment o f  fees by regu la t ion s ; or

b. Amend Sec. 06 .50 .040 (d ) [page 5 , l in e  10, o f  work d ra f t  
4 /16/88 ] by adding a sentence a f t e r  "AS 06 .01 .010" to read, 
"The l im its  o f  AS 06 .01 .010 do not apply to th is  section.

WFK/sa4148s
42288b

02-OCIA (Rev. 8/85)
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PROPOSAL F O R  THE E S T A BLISHMENT OF T H E  HALLWOO D A L A S K A N  
REAL ESTATE S T A B I L I Z A T I O N  TRUST . „

Of- / M > a 4-

A l i q u i d a t i n g  trust formed to liquidate on an orderly basis *fc 

Stable appraised prices in the inhPrpshR of the' BeneJEl-cU-*-ry

Institutions, the s j ^ l y  of^distressed real estate properties and 

loans c u r r e n t l v p ^ e r h a n g i n g  the Alaskan market.

^  13 /
Background

As a r e s u l t  of the  c u r r e n t  s e v e r e  r e c e s s i o n  in t h e  A l a s k a n  

economy which followed a period of strong economic growth in the 

c o m m e r c i a l  a n d  residential real estate market, Alaskan lending 

institutions and certain state and government agencies who have 

a s s u m e d  t h e  o b l i g a t i o n s  of f a i l e d  i n s t i t u t i o n s ,  are t o d a y  

b u r d e n e d  w i t h  an u n p r e c e d e n t e d  h o l d i n g  of "bad" real e s t a t e  

loans, some of which have been foreclosed and all of which are at 

l e a s t  p a r t i a l l y  n o n - p e r f o r m i n g .  Real estate values have been 

d e c l i n i n g  monthly. Although the d e cline in real estate values 

has been slow/^and the recession is seen to be bottoming out, the 

recovery is extremely fragile and p r i c e s  could be p r e cipitousl y 

collapsed if the overhanging real estate were offered back into 

the market at distressed prices for forced sale.

A l l i a n c e  Bancorporation ("Alliance") was recently formed b y  the 

merger of Alaska Mutual Bank, United Bank Alaska and United Bank 

A l a s k a  S o u t h e a s t e r n  a n d  w a s  r e c e n t l y  r e c a p i t a l i z e d  b y  t h e  

Hailwood Group Incorporated ("Hailwood") and the FDIC. Alliance 

c u r r e n t l y  h o l d s  s o m e  $300 million of bad real est .te loans of 

w h i c h  a b o u t  $80 m i l l i o n  h a s  a l r e a d y  b e e n  f o r e c l o s e d  and the 

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

p e r f o r m i n g  real e s t a t e  l o a n s .  T h e  F D I C ,  as R e c e i v e r  of the 

f a i l e d  F i r s t  I n t e r s t a t e  B a n k  of t h e  N o r t h ,  h o l d s  a b o u t  $200 

m i l l i o n  of "bad" l o a n s  of w h i c h  at l e a s t  h a l f  are p r o p e r t y  

r e l a t e d .  Additionally, Fannie Mae, the Federal Home Loan Bank 

B o a r d ,  A l a s k a  H o u s i n g  F i n a n c e ,  M G I C ,  N e w  York Life and other 

A l a s k a n  l e n d i n g  i n s t i t u t i o n s  a l l  h o l d  s i m i l a r  "bad" l o a n  

portfolios.



If any of the above institution^) were to "dump" their real estate 

h o l d i n g s  into the local market they would collapse the fragile 

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

r e c e s s i o n  to the detriment of not only themselves individually 

and as.a.group, but all Alaskan citizens and property owners.

The objective of "The Hailwood A l askan Real Estate Stabilization 

Trust" is to prevent a further declin e in real estate v a l u e s  by 

a l l o w i n g  the Trustee of the Trust to manage the liquidation of 

t h e  trust assets so as to prevent an oversupply of p r o p e r t y  in 

the local marketpl ace such as would cause further declines in the 

price of residential or commercial properties.

The P r o p o s a l .

In order.to maintain a stable market and to encourage a r e c o v e r y r 

Hailwood proposes the establishment of "The Hailwood Alaskan Real 

E s t a t e  S t a b i l i z a t i o n  T r u s t "  (the " T r u s t " )  t o  b e  f o r m e d  as a 

liquidating trust, with the purpo se of liquidating trust prop erty 

b y  .saleT©r-other disposition as p r o m p t l y  as shall be economically 

f e a s i b l e  in t h e  best interests of the Beneficiary Institutions 

and to distribute the distributable p roceeds to the Facilitating 

B e n e f i c i a r y . r l n s t i t u t i o n s  s o l e l y  and. exclusively in accordance 

with the provisions of a Distribution Agreement.

The. B o a r d  of Alliance Bank has alre ady agreed to subscribe its 

d i s t r e s s e d  portfolio of real estate assets to the Trust and we 

i n t e n d  to. invite the FDIC and the other concerned institutions 

mentioned; above to b e c o m e .subscribers to the Trust prior to its 

f o r m a t i o n ,  d a t e  o f . M a r c h  31, 1 988. F o l l o w i n g  subscription of 

ass.e.t.s t o  .-the.. T :r.us.t,.. -bemri'i^4-gt-ry .inst it.utions -w -i-11 o w n  . an
f

undivided interest in <.the Trust.. : .V. -

We anticipate that the transferred assets will consist of single 

f a m i l y  h o m e s ,  c o n d o m i n i u m  projects, apartment buildings, a few



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

centers and parcels of raw and improved land. We also anticipate 

r e c e i v i n g  n o n - p e r f o r m i n g  or p a r t l y  p e r f o r m i n g  mortgage loans 

secured b y  real estate.

It is our intention that all transferred assets will be recorded 

in the Trust's books at fair market v alue as of March 31, 1988. 

T h e  f a i r  m a r k e t  v a l u e  of real estate properties will be based 

upon current independent appraisals, sxeept’.-ftrr -fcfrose'-a-seebs -wh e r e* 

jdc~ sale w as pending and s u b s equently— etosed. In those cases, the 

p r o p o s e d  s e l l i n g  p r i c e  w i l l  be c o n s i d e r e d  as a more accurate 

i n d i c a t i o n  of f a i r  m a r k e t  v a l u e .  Fair market value of real 

estate loans will be based upon current independent appraisals. 

All a p p r a i s a l s  will be carried out in accordance with accepted 

appraisal methods by a qualified independent appraiser w h o  is a 

member^ of the American Institute o f .Real Estate Appraisers and 

w h o  r e g u l a r l y  p e r f o r m s  a p p r a i s a l  services for major financial 

institutions. Credit will be given in the appraisal process for 

any. income flowing from any transferred asset.

It is i n t e n d e d  t h a t  H a i l w o o d  w i l l  act as the Trustee for the 

Trust w h i c h  would be established for a ten-year period expiring 

in .March.1998. If all of the Trust assets have not been sold off 

b y  ..this- time,, then the Trust will come to an end unless a new 

f i v e - y e a r  l i q u i d a t i n g  t r u s t  is established by the Beneficiary  

Institutions. ,

c •• >*_* •* / ............

It..is. intended, .that a -Procedures Agreement would be drafted to 

e s t a b l i s h  a m i n i m u m  s a l e s  p r i c e  for e a c h  of the T r a n s f e r r e d  

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

y s l u e s  . .. 0  Th.e; P r o c e d u r e s ,  .Agreement,..will a l s o  e s t a b l i s h  

r e s t r i c t i o n s  on financing by the Trust although it is intended 

t h a t  t h e  Trust will offer financing to purchasers to assist in 

t h e  s e l l - o u t  ( s e e  " M a r k e t i n g " ) , .  T h e  r e q u i r e m e n t  o f  t h e  

P r o c e d u r e s  A g r e e m e n t  w i l l  a s s u r e  the Beneficiary Institutions



that no asset will be sold for less than a certain fixed amount 

and that the deferred port ion of any sales price will be p r o p e r l y  

secured and payable over a limited period of time. The Trustee's 

p o w e r s  and duties would be governed by a Trust Agreement which 

will general ly authorize the Trustee to preserve and manage but 

no t  to d e v e l o p  the Trust assets.d Accordingl y the Trustee has 

d i s c r e t i o n ,  for t h e  p u r p o s e  of marketing, to obtain n e c e ssary 

appraisals, feasibility studies, engineering studies or marketing 

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

p r o p e r t i e s  t o  the e x t e n t  of commencement of any sort of major 

construction.

G e n e r a l l y  t h e  T r u s t e e  w i l l  l i m i t  e x p e n s e s  to a n y  £;?cessary 

manage ment costs such as taxes, insurance and maintenance and to 

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

Additionally, :the Trust may expend sums necessary to pres erve its 

p r o p e r t i e s  or prevent the enforcement of liens superior to the 

Trust!s -mortgage loan assets.

As to b o r r o w i n g  f u n d s ,  t h e  T r u s t  A g r e e m e n t  will provide that 

b o r r o w i n g s  shall not exceed an aggregate of 10% of total Trust 

assets at appraised value and further that borrowings m a y  only be 

made-fr om-the State-of Alaska,-secured on any future profit which 

m a y  -be - realized" ;£rom future, sales o f . Trust Assets. Under such 

b o r r o w i n g s  w e . w o u l d  e x p e c t  t he S t a t e  to roll o v e r  i n t e r e s t  

payments to the extent that such payments were not available out 

of Trust cash flow. It is not anticipated that the Trust will 

n e e d ' t o "  a v a i l  i t s e l f  of t h i s  b o r r o w i n g ,  f a c i l i t y  a n d  it is 

anticipated that the cash flow from the prospective sale of Trust 

assets: together with -the $15 million cash contribution which will 

be. c o n t r i b u t e d :by t h e 'State of Alaska (see "Assistance from the 

S t a t e  o f  Alaska""') w i l l  b e  s u f f i c i e n t  to" fund" all o n g o i n g  

operations of the Trust.

Under the terms of the Distribution Agreement, the Trustee will



first satisfy itself that sufficient working capital is available 

to the Trustee to operate the Trust and will then distribute

a) T o  t h e  B e n e f i c i a r y  I n s t i t u t i o n s  such sum as represents a 

p r o p o r t i o n a l  r e t u r n  of a p p r a i s e d  v a l u e  a n d  a n y  p r o f i t  

achieved thereon unless some drawdown shall have been made 

b y  t h e  T r u s t e e  under the standby credit facility from the 

State of Alas ka more p a r tic ularly ment ioned hereafter.

b) If such drawdown shall have been made, then any such profit 

s h a l l  f i r s t  be applied to repay with interest any advance 

made by the State.

The Trustee will b e  empowered to sell off JpJLocks of^ property to 

o t h e r  t r u s ^ s \ o r  corprfr^tions defGXat^d' to cN~tcrig te**^ h o l d i n g  

p e r i o q ^ s u c h  aa^t^jax currWfely proposed b y  the Commissioner for 

the Depar t m e n t  of Commerce and Economic Development for the State 

of Alaska and Sealaska Corporation.

As to the tax c o n s e q u e n c e s  of the T r u s t  to the B e n e f i c i a r y  

-Institutions,, .the. Trust will be treated as. a "Grantor Trust" for 

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

c o n s e q u e n c e s  f l o w  t h r o u g h  the T r u s t  to its b e n e f i c i a r i e s  in 

r a c c o r d a n c e  with' t h e i r - r e s p e c t i v e  i n t e r e s t s .  The Trust bene- 

-f icfcaeries - are" f u l l y  insulated,: on the o t h e r  "hand, f r o m  a n y  

liability.which might arise out of the various Trust Assets.

.To “enrsnrei “tha't * t h e  T r u s t  w i l l  d i s t r i b u t e  all d i s t r i b u t a b l e  

" p r o c e e d s - i n  a t i m e l y  m a n n e r : a n d  in accordance with the proper 

-percentages -to-the Beneficiary. Institutions, the Trust Agreement 

."Will" r e q u i r e  t h a t  the T r u s t ’s f i n a n c i a l  s t a t e m e n t s  will be 

'examined b y  a firm o f ' i n dep endent certified public accountants. 

-Following each" examination, the accountants will issue a letter 

to the Beneficiary Institutions stating whether all distributions 

h a v e  b e e n  m a d e  in a c c o r d a n c e  with the Trust Agreement and the 

Distribution Agreement.



The Trust Agreement will also require the Trustee to furnish the

following reports to benefi ciary banks:

a) A  m o n t h l y  statement of cash receipts and cash disbursements 

with a detailed description of all sales or dispositions of 

t r u s t  p r o p e r t y  and of a n y  m o d i f i c a t i o n s ,  a m e n d m e n t s  or 

extensions of obligations owing the Trust.

b) A  q u a r t e r l y  u n a u d i t e d  b a l a n c e  s h e e t ,  i n c o m e  s t a t e m e n t ,  

s t a t e m e n t  of T r u s t  p r i n c i p a l ,  s t a t e m e n t  of c h a n g e s  in 

financial position and a schedule of all distributions made 

during such quarter.

c) A  s e m i - a n n u a l  s u m m a r y  of the s t a t u s  of e a c h  Transferred 

Asset and a description of any negotiations then in progress

" concerning the sale or other disposition of such Transferred 

Assets.

d) An annual audited balance sheet, income statement, statement 

of T r u s t  p r i n c i p a l ,  s t a t e m e n t  of c h a n g e s  in f i n a n c i a l  

position and a schedule of all dispositions made during the

' c " ' y e a r . ~

e) In connection with the examination of the annual reports and 

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

accountants must issue letters stating:

I." " t h a t  t h e  s a l e s ' a n d  d i s t r i b u t i o n s  m a d e  d u r i n g  t h e  

preceding year were in accordance w ith the terms of the

•. . . . Trust Agreement, Procedures Agreement and Distribution

Agreement, and,'



ii. w i t h  r e s p e c t  to the i n t e r n a l  financia l controls and 

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

r e c o m m e n d a t i o n s  as t h e  i n d e p e n d e n t  c e r t ified public 

accountants may consider appropriate.

Assistan ce from the State of Alaska

In o r d e r  to e n s u r e  t h a t  the T r u s t  is f u n d e d  w i t h  s u f f i c i e n t  

w o r k i n g  capital, we shall request the State of Alaska, -fefrreagh- 

one or more of its agencies, to appropriate and subscribe the sum 

of $15 m i l l i o n  in cash to the Trust for which the State shall 

receive a beneficial interest in the Trust, in proportion to its 

subscription.

We anticipate that this $15 million plus the proceeds of sale of 

Trust Assets will be sufficient to ensure the continuity of the 

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

a d m i n i s t r a t i v e  costs and expenses of the Trustee, for at least 

one year. At the end of the year if the Trust requires further

f u n d i n g ,  f r o m  t h e  State, we shall report our then positi on and

request*'a-f u rth er-sum of Up t o -$15 million f o r  the next current 

y e a r  in t h e  f o r m  of a l oan from the State to be secured by a

first lien-on any. profit that m a y  be realized by the Trustee from

f u t u r e  sales: .of T r u s t  A s s e t s ,  s u c h  l o a n  to b e a r  interest  at 

c u r r e n t  m a r k e t  .rates*; The Trust shall have the - power to. roll 

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

a v a i l a b l e  f r o m  profits generated from Trust operations to make



settlement. Repayment of interest and principal upon such loans 

d r a w n  down during the life of the Trust shall have priority to 

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

Benefi ciary Institutions.

Marketing

Immediately following the establishment of the Trust, the Trustee 

shall prepar e a cash flow projection to determine how quickly the 

B e n e f i c i a r y  I n s t i t u t i o n s  can reasonably expect the transferred 

a s s e t s  to b e  s o l d  and to what extent their interests could be 

converted into cash. At the outset the Trustee will review all 

of the non-performing real estate loans and real estate owned to 

i d e n t i f y  e s s e n t i a l  p r o b l e m  a r e a s .  P r o b l e m s  i n v o l v i n g  

c o n s t r u c t i o n ,  d e s i g n ,  budgets, cash flow, management location, 

competition, marketing techniques and various other factors must 

be analyzed to determine the causes of non-performance or under­

performance for each specific asset. Independent appraisals will 

have to be obtained to arrive at a minimum selling price for each 

real estate pro perty and further, an initial status report must 

b e  p r e p a r e d  for the real estate unit for each asset containing 

the description of the asset, the loan history, net book value, 

current status, pending litigation.

r v u u ? t  a.cr v  r <? v .x k :: • ..
For real estate owned, professional q u a l i t y  sales packages will 

need to be prepared for each real estate property. Each package

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

8
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i m p r o v e m e n t s ,  i n c o m e  and expense information, lease abstracts, 

information on available utilities, zoning, taxes, etc.

Regarding loan workouts, the Trustee will evaluate the financial 

c o n d i t i o n  of the debtor and the prospect for recovery and will 

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

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

m o d i f i c a t i o n ,  i n t e r v e n t i o n  in management or leasing, increased 

m o n i t o r i n g  and c o n t r o l  of c o l l a t e r a l  and p o s s i b l e  turnaround 

methods may also be considered.

Both real estate owned and real estate loans deemed appropriate 

for foreclosure, i.e., future real estate owned, will be marketed 

for s a l e  although particular care will be taken with regard to 

t h e  ' a m o u n t  and pricing' of real estate ' offered for sale in the 

l o d a l  A l a s k a n  marketplace. The major marketing effort will be 

m a d e  t o ' f o r e i g n ,  i.e., n o n - A m e r i c a n ,  p r o s p e c t i v e  p u r c h a s e r s  

through'Hailwood's international network around the world.

H a i l w o o d  is a public Company listed on the New York and London 

"Stock"Exchange, spe'Ciali'zing in t h e " f i n a n c i a l  services industry 

and owned by approximately 35,000 shareholders and institutional 

i n v e s t o r s .  P r o m i n e n t  a m o n g s t  these are the Fidelity G r o u p  of 

Boston", brie of the largest fund managers in the United States, 

with offices in London, Hong Kong, Singapore, and various other 

c o u n t r i e s .  F i d e l i t y  o w n s  a p p r o x i m a t e l y  1 1 . 2 %  of H a i l w o o d ' s

i



e q u i t y .  A n o t h e r  m a j o r  shareholder is M&G, one of the largest 

fund m a n a g e r s  in the U n i t e d  K i n g d o m ,  c o n t r o l l e d  by Kleinwort 

B e n s o n ,  an i n t e r n a t i o n a l  m e r c h a n t  b a n k  w i t h  a major presence 

a r o u n d  t h e  w o r l d .  H a i l w o o d  has considerable expertise in the 

liquidation and management of distressed real estate. In 1979, 

H a i l w o o d  r e s t r u c t u r e d  First Pennsylva nia Mortgage Trust, a New 

York Stock Exchange listed real estate investment trust, owning a 

m a j o r  p o r t f o l i o  of d i s t r e s s e d  real e s t a t e  and mortgage loans 

located throughout the United States.

In 1 9 8 1  Hailwood restructured the Umet Trust, a New York Stock 

Exchange listed real estate investment trust formed by Union Bank 

of California, again holding a m ajor portfolio of distressed real 

estate and real estate loans.

In 1983 Hailwood restructured the Institutional Investors Trust, 

yet-another N e w  York Stock -Exchange listed-real estate investment 

trust,- this time formed, by Donaldson, Lufkin, Jenrette, the New 

York investment bank, again holding a portfolio of poor quality 

distressed real e s t a t e v  -Finally, in 1 9 8 4 , - Hailwood acqu ired-the 

a s s e t s  .of. The Twenty_ Seven Trust which was formed to liquidate 

the a s s e t s  of .the bankrupt Chase Manhattan Mortgage and Realty 

T r u s t  for the. b eneficiaries of 26 creditor banks and the FDIC. 

This current proposal is based upon the arrangements entered into 

b y  t h e  c r e d i t o r  .banks and the FDIC for the liquidation of The 

Twenty Seven Trust's assets.



Over the years, Hailwood has liquidated the assets of all of the 

a b o v e  throu gh its Cleveland-based P rope r t y  Liq uidation Division 

and has perfor med several similar functions in the United Kingdom 

w h e r e  w e  h a v e  l i q u i d a t e d  the a s s e t s  of B a n k  a n d  C o m m e r c i a l  

H o l d i n g s  L i m i t e d  a c q u i r e d  in 1 9 7 8 ,  W e s t  K e n t  Estates Limited 

acquired in 1980, Redfern and Rankpert Limited acquired in 1981 

and the G lobe Group of Companies acquired in 1985.

T h e  t o t a l  v a l u e  of real estate properties and loans liquidated 

over the last five years is in excess of $300 million.

H a i l w o o d : i n t e n d s '  t o  o f f e r  the A l a s k a n  real e s t a t e  a s s e t s  to 

-inve s t o r s  i n - J a p a n ,  Hong Kong, Taiwan, Australia, New Zealand, 

M a l a y s i a ,  S i n g a p o r e ,  t h e  P h i l i p p i n e s ,  K o r e a ,  C a n a d a ,  S o u t h  

- A m e r i c a ^ - G e r m a n y * -“S w i t z e r l a n d ,  H o l l a n d ,  t h e  U n i t e d  K i n g d o m ,  

F r a n c e , " S c a n d i n a v i a  and also in the U.S. Sales brochures will 

•-stress -the '.current A l a s k a n '  e c o n o m i c - c l i m a t e  and the cyclical 

nature of the economy and likelihood of early recovery. Foreign 

investors will be=of fered a speculative real estate investment on 

a highly-leveraged,-: n o n r e c o u r s e  basis. For the payment of a 20% 

d eposi t , - b u y e r s  w i l l'be speculating o n -the dollar, the oil price 

a n d  t h e  A l a s k  a n  - e c o n o m i c  r e c o v e r y  w i t h  t h e  b e n e f i t  of an 

a t t r a c t i v e  l e a n  p a c k a g e .  In short, anywhere where there is a 

local investment market and no exchange controls, Hailwood will 

f i n d  and m o t i v a t e  an e x p e r i e n c e d  local agent to offer Alaskan



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

c o m m  :cial. B u y e r s  w i l l  also be offered a management service 

w h e r e  o u r  l o c a l  m a n a g e r s  w i l l ,  for a small fee, m a n a g e  local 

i nvestment properties  on behalf of non-resident investors, seek 

n e w  tenants and advise as to prospects for resale. We believe 

that marketing to foreign investors in this way will not pose a 

threat to the stability of the local market as an investor buying 

from Hailwood will be buying on a long term hold with a v i e w  to a 

large capital gain some years in the future.

H a i l w o o d  w i l l  a l s o  b e  o r g a n i z i n g  r e g u l a r  m a r k e t i n g  t r i p s  to 

Alaska b y  foreign investors, many of who m m a y  also be interested 

in. other Alaskan commercial investment projects.

Management

T h e  T r u s t e e  w>3rl e n t e r  ijito agreem^n't w i t h  A l l i a n c e  w h e r e b y  

A l l i a n c e ,  w i l l  p£gyitJe t h e  tra^t with management services on a 

non-profit*. recovery of costs only, basis^utilizing the services 

of G o r d o n  W i l l h i t e . a n d  his 50-strong workout staff. The Trust 

w.iil b e - a d m i n i s t e r e d  . from offices vin Anchorage and the Trustee 

w i l l  e m p l o y  a n d / o r  r e t a i n  employee s, real estate consultants, 

real, estate brokers, real, estate management ard leasing agents, 

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

mortgage servicing, agents, escrow agents, attorneys, accountants 

a n d . a n y  other such.persons as the Trustee may deem necessary to 

assist- it in fulfilling the purpose of the Trust.

12
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In order to facilitate the sale of Trust Assets, the Trustee m a y  

grant a loan to purchasers to facilitate such sale as follows:

1. Subject to receiving a cash deposit of 20% of the purchase 

price, the Trust may grant a non-recourse loan secured by a
4

v a l i d  first mortgage lien on the asset sold for a term of 

n o t  m o r e  t h a n  t w e n t y  y e a r s  on an a m o r t i z i n g  b a s i s  at a 

variable rate of interest floating not less than one point 

a b o v e  A l l i a n c e  B a n k  m i n i m u m  lending rates as posted from 

time to time.

2. Should an asset be sold with less than 20% deposit, then the 

T r u s t e e  m a y  sell the a s s e t  with a twenty year amortizing

 - - l o a n  as described above but with recourse to the credit of

"  " 'the p u r c h a s e r /

3. If the deposit of 25% or more is received, then the Trustee 

'may l e n d  up to t w e n t y  years on an interest only basis as 

' described'above. ~ - - - **

4 V  ~ Under no circumstances may the Trustee sell with less than a 

5% deposit. ' rv

U p o n  t h e  f o r m a t i o n  o f  t h e  T r u s t ,  e a c h  of t h e  B e n e f i c i a r y  

Institutions shall "be entitled to nominate a committee member to

1 3



the Trust Committee. The Trust Committee shall have the power to 

remove the Trustee and appoint a successor Trustee in the event 

of a n y  b r e a c h  of the T r u s t  Agreement, Procedures Agreement or 

D istribution Agreement.

F e e s  t o  t h e  T r u s t e e s

H a i l w o o d  as Trustee will not receive any fee in respect of its 

services hereunder as it is acting to preserve its own financial 

i n t e r e s t s  as 85% shareholder of Alliance. In effect, Hailwood 

will be receiving an indirect fee in that Alliance staff costs in 

its workout department will b e  p a r t i a l l y  reduced by the formation 

of the Trust.

In the event that Hailwood exercises its put to the FDIC and is 

thereafter, no longer a m ajor shareholder of Alliance, Hailwood's 

s e r v i c e s  as manager and Trustee will still be available to the 

T r u s t  on a fee. b a s i s  s h o u l d  B e n e f i c i a r y  Institutions request 

Hailwood to continue its Trusteeship.

T h e  T r u s t e e  will expect to be reimbursed for all its n ecessary 

expenses expended in connection wi th the Trust's business.

March 17,. 1988 The Hailwood Group Incorporated

767 Third Avenue 

New York, NY 10017
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P R O C E E D I N G S

M R .  S M I T H :  M a y b e  s o  t h e  B o a r d  g e t s  t h e  f u l l

f l a v o r  o f  w h a t ' s  o u t  t h e r e  J a y  S c h m i d t  w o u l d  c o m m e n t  i n s o f a r  a s  

h a  f e e l s  i t ' s  a p p r o p r i a t e  t o  d o  s o  o n  t h e  e x c h a n g e  p r o g r a m  t h a t  

h e ' s  d i s c u s s e d  w i t h  y o u ,  R o n ,  a n d  w i t h  m y s e l f .

M R .  S C H M I D T x  T h a n k  y o u ,  M r .  C h a i r m a n .  We h a v e  

h a d  d i s c u s s i o n s ,  a s  I  s a i d .  I ' d  l i k e  t o  j u s t  p o i n t  o u t  t h a t  

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

H o u s i n g  h a v e  t a k e n  —  u n d e r t a k e n  a  m a j o r  m a r k e t i n g  e f f o r t  

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

a g o  w h a n  w o  f i r o t  a t a r t c d  l o o l i i n g  a t  t h i a  a t  b a a a m i r . g  m a a fc  

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

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

t h e  m a r k e t ,  t o  p r o t e c t  t h e  m a r k e t  t o  w h a t e v e r  e x t e n t  w e  c o u l d ,  

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

T h e  r e s u l t s  o f  t h e  p r o g r a m  t h a t  w e  r a n  l a s t  y e a r  

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

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

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

s e a m e n t  o f  t h e  c o n d o m i n i u m  m a r k e r  w h i c h  w p  nannor * * 1 1 .

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

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

w h e r e  w e  h a v e  l i t t l e  a l t e r n a t i v e  r i g h t  n o w  o t h e r  t h a n  t o  l o o k  

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

r i s k ,  t o  c u t  t h e  l o s s .  A n d  t h e  c o n c e p t  t h a t  R o n  w a s  s p e a k i n g

•  lO H » T » t t T ,* U lT *  IO I 5 0B W  1ROAVCNUC . IOOTW. JR D A V 1N U 1  
377-OI71-177-OI7I 177 9S4I 171-7919
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a b o u t  r e g a r d i n g  c l e a r i n g  o u t  u n i t s ,  t a r g e t i n g  t h e  v i a b l e  u n i t a ,  

s t r e n g t h e n i n g  t h o s e  u n i t a  i 3  o n e  t h a t  —  o n e  t h a t  w e  a g r e e d  i s  

a  l e g i t i m a t e  s t r a t e g y .

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

t h i n k  h a s  m u c h  m e r i t  a s  a  t o o l  t o  N u m b e r  ( 1 )  a s s i s t  u s  i n  

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

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

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

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

u n i t s  a n d  t h e y  c a n n o t  m o v e  b o t h  A K F C ,  M G I C  a n d  t h e  S t a t e  s u f f e r .  

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

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

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

T h e  m e c h a n i c s ,  t h e  s p e c i f i c  m e c h a n i c s  o f  a  

p r o g r a m  o f  t h i s  s o r t ,  I ' m  n o t  c e r t a i n  i f  w e  w a n t  t o  g e t  i n t o  

t h o s e  —  i n t o  t h o s e  s p e c i f i c  i s s u e s  b e c a u s e ,  a s  R o n  c a n  

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

w e  —  h o w  t h e  i n s u r a n c e  a c t u a l l y  w o r k s .  B u t ,  i n  e s s e n c e ,  w h a t  

w e ' r e  t a l k i n g  a b o u t  f o r  p u r p o s e s  f o r  t h e  M G I C / A H F C  r e l a t i o n s h i p  

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

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

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

A l a s k a  H o u s i n g .  W e p a y  t h e  l o s s  t h a t  w e  a r e  o b l i g a t e d  t o  p a y  o n  

a  c u r r e n t  b a s i s ,  a n d  A l a s k a  H o u s i n g  i s  —  h a s  a  —  t h e y ’ r e  s t i l l  

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

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

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

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

w i t h  t h e  t r a d e  o f  p r o p e r t y .

N o w ,  y o u  k n o w ,  i n  t e r m s  o f  o u r  s e t t l e m e n t  a n d  t h e  

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

h a v e  n o t  g o t t e n  t o  t h e  p o i n t  o f  w h e r e  w e  h a v e  b e e n  a b l e  t o  a g r e e  

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

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

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

A n d  I ' m  c o n f i d e n t  t h a t  w e ' l l  b e  a b l e  t o  w o r k  a  p r o g r a m  o f  t h i s  

s o r t  o u t .  I t ’ s  j u s t  t h a t  w e ' r e  n o t  t h e r e  r i g h t  n o w .  W e ' r e  i n  

v e r y  c o n -  —  r a t h e r  c o n c e p t u a l  s t a g e s .

M R .  S M I T H :  J a y ,  i f  I  c o u l d  a s k  y o u  a  f e w

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

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

a b o u t  A l a s k a  f r o m  a  t h e o r e t i c a l  c o n t e x t ,  a n d  M G I C  —  i f  I  

u n d e r s t a n d  i t  c o r r e c t l y  i s  a c t i v e  i n  a l l  5 0  s t a t e s ;  a r e n ' t  y o u ?

M R .  S C H M I D T :  Y e s ,  s i r .

M R .  S M I T H :  A n d  y o u  h a v e ,  a s  I  u n d e r s t a n d  i t ,  i n

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

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

m a r k e t  s t a b i l i z a t i o n  m a k e s  s o m e  s e n s e  u p  h e r e ,  h a v e n ' t  y o u ?

M R .  SCHM IDT: W e l l ,  w e  h a v e  n o t  a u c t i o n e d  p r o p e r t y
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i n  A l a s k a .  W e h a v e  a u c t i o n e d  p r o p e r t i e s  i n  o t h e r  s t a t e s .

M R .  S M I T H :  O k a y .

M R .  S C H M I D T :  B u t ,  y e s ,  w e  h a v e  d o n e  a  l o t  o f

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

h a v e n ' t  r e a c h e d  t h i s  c o n c l u s i o n  i n  a  h a s t y  f a s h i o n .

M R .  S M I T H :  W e l l ,  I  t h i n k  —  ' c a u s e  o n e  o f  t h e

a r g u m e n t s  t h a t  w e  —  t h a t  R o n  a n d  I  h e a r  a  l o t  i n  J u n e a u  i s  t h a t  

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

i s n ' t  a n  a p p r o p r i a t e  r o l e .  A n d  w h a t  I  h e a r  M G I C  s a y i n g  i s  y o u ' v e  

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

p r o g r a m  i n  t h i s  p a r t i c u l a r  m a r k e t  d o e s  m a k e  s e n s e  f r o m  M G I C ' s  

p e r s p e c t i v e .

M R .  S C H M I D T :  Y e s ,  w i t h o u t  a  d o u b t .f

M R .  S M I T H :  C a n  y o u  e x p l a i n  w h y  y o u  g o t  t h e r e ?

M R .  S C H M I D T :  W e l l ,  t h e r e  a r e  a  c o u p l e  o f  u n i q u e

f a c t o r s  t h a t  w e  h a v e  a t  p l a y  i n  A l a s k a .  P r o b a b l y  t h e  m o s t  

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

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

t o  w o r k  w i t h  w e  c a n  —  w e  c a n  d e v i s e  t h e i r  a t t i t u d e  t o  m a k e  

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

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

w h e r e  i n t e r e s t s  a r e  m o r e  d i v e r s e  i t ' s  e x t r e m e l y  d i f f i c u l t ,

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

S o  t h e  f a c t  t h a t  w e  h a v e  A l a s k a  H o u s i n g  a n d

F a n n i e  M a e  a n d  M G I C ,  a l l  o f  w h o m  h a v e  s i g n i f i c a n t  a n d
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c o n c e n t r a t e d  e x p o s u r e  a n d  a l l  o f  w h o m  h a v e  a  w i l l i n g n e s s  a n d  a  

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

T h e  o t h e r  f a c t o r s  t h a t  a r e  u n i q u e  i n  A l a s k a  a r e

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

g e o g r a p h i c  a r e a .  Y o u  k n o w ,  w e  c a n  d o  a  l o t  o f  g o o d  i n  t h e  C i t y  

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

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

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

w o u l d  b e  i f ,  f o r  e x a m p l e ,  w e  w e r e  w o r k i n g  i n  H o u s t o n .  T a k i n g

1 5 0  o r  3 0 0  o r  5 0 0  u n i t s  o f f  a  m a r k e t  i n  H o u s t o n  d o e s n ' t  h a v e  t h e  

s a m e  o v e r a l l  e f f e c t  a s  i t  d o e s  i n  t h e  C i t y  o f  A n c h o r a g e .

T H E  O P E R A T O R :  E x c u s e  m e .  T h i s  i s  t h e  c o n f e r e n c e

o p e r a t o r  a n d  I  s h o w  t h a t  J o h n  M o o r e  i s  n o t  o n  t h e  l i n e  a n y

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

M R .  S M I T H :  H e  m a y  h a v e  h u n g  u p  v o l u n t a r i l y ,

O p e r a t o r .

T h a n k  y o u .

T H E  O P E R A T O R :  O h ,  o k a y .  I ' m  s o r r y  t o  i n t e r r u p t .

M R .  S M I T H :  G o  a h e a d ,  J a y .

M R .  S C H M I D T :  N o .  I  t h i n k  t h o s e  a r e  t h e  t w o

m a j o r  f a c t o r s  t h a t  c o m e  t o  p l a y  i n  A l a s k a  t h a t  l e a d  u s  t o  t h e
4

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

M R .  S M I T H :  T h e  o n e  o t h e r  a r e a  t h a t  I  t h i n k ' s

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

s t r a t e g y  w i l l  h a v e  o n  t h o s e  p e o p l e  w h o  a r e  p r e s e n t l y  i n  t h e i r
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c o n d o s  w h o  m a y  b a  d e l i n q u e n t  —  t h a t  a r e  t h e  H O P  p r o g r a m  t y p e  o r  

p e o p l e .  D o  y o u  —  h a v e  y o u  a n a l y z e d  w h e t h e r  t h i s ' l l  h e l p  t h o s e  

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

m a r k e t ?

M R .  S C H M I D T :  W e l l ,  w e  h a v e n ' t  d o n e  a  s p e c i f i c

a n a l y s i s  o f  t h a t  n a t u r e ,  M r .  C h a i r m a n .  B u t ,  c o m m o n  s e n s e  t e l l s  

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

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

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

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

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

a d e q u a t e l y  s u i t s  t h a t  i n d i v i d u a l ' s  n e e d s  t h a t  y o u ' v e  e n h a n c e d  

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

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

( i n d i s c e r n i b l e )  r i g h t  n o w ,  n o , -  w e  h a v e n ' t  b e c a u s e  t h e r e  a r e  

i s s u e s  t h a t  h a v e  t o  b e ,  y o u  k n o w ,  r e s o l v e d .  H o w  —  y o u  k n o w ,  

w h a t  a r e  t h e  s p e c i f i c  t e r m s  o f  t h e  t r a d e  o r  t h e  e x c h a n g e  a n d  i t ' s |  

r e a l l y  a  s u b j e c t i v e  q u a l i t a t i v e  s o r t  o f  a n a l y s i s  t h a t  w e ' v e  d o n e , ]  

a n d  c o m m o n  s e n s e ,

M R .  S M I T H :  O k a y .  J a y  —  y e a h .  J a y ,  j u s t  f o r

t h e  r e c o r d  b e c a u s e  I ' m  g o i n g  t o  h a v e  t h i s  t r a n s c r i b e d  a n d  g i v e  

i t  t o  t h e  S e n a t e  a n d  t h e  H o u s e  w h o  a r e  c o n s i d e r i n g  t h e s e  k i n d s  

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

t h i n g s .  Y o u ' r e  a  v i c e - p r e s i d e n t  o f  M G I C ,  r i g h t ?

M R .  S C H M I D T :  R i g h t .
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M R .  S M I T H :  H o w  l o n g  a n d  w h a t ’ s  y o u r  j o b  t h e r e ;

h a v e  y o u  w o r k e d  i n  a l l  t h e  s t a t e s ?

M R .  S C H M I D T :  I ' v e  b e e n  w i t h  M Q I C  f o r

a p p r o x i m a t e l y  s i x  y e a r s .  I ’ m  a  v i c e - p r e s i d e n t  w o r k i n g  i n  t h e  

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

s p e c i a l  p r o j e c t s .  W e  w o r k  c l o s e l y  w i t h  h o u s i n g  a g e n c i e s  i n  ___

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

s i t u a t i o n s ,  g e n e r a l  i n v o l v e m e n t  w i t h  o u r  R E O  a c t i v i t i e s  a s  w e l l .

M R .  S M I T H :  S o  t h a t  t h e  t h i n g s  t h a t  y o u ' v e  j u s t

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

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

M G I C ?

M R .  S C H M I D T :  Y e s ,  s i r .

M R .  S M I T H :  T h a n k  y o u  v e r y  m u c h ,  J a y .  I  t h i n k

i t ' s  b e e n  v e r y  h e l p f u l .

M R .  S C H M I D T :  A p p r e c i a t e  t h e  o p p o r t u n i t y .

M R .  S M I T H :  A n y  q u e s t i o n s  f r o m  a n y  o ^ h e r  B o a r d

m e m b e r s ?

1035
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LEGISLATIVE AFFAIRS A G E N C Y

M E M O R A N D U M  April 30, 1988

SUBJECT: Real pro perty liquidating p r o g r a m
(CSSSSB 408)

TO: Senator Jan Faiks

\(/FROM: T amara Brandt Cook/^fi
Director 
D i v ision of Legal Services

Here is the sectional analysis that you requested.

Section 1 . This is a statement of legislative findings and 
i n t e n t . The legislature finds that there have b e e n  failures 
of state and federally chartered financial institutions, 
agencies currently h o l d  portfolios of distre ssed real estate 
loans a n d  property, financial institutions, businesses and 
agencies n e e d  to be p e r m itted to cooperate in administering 
these properties, and maintenance of stable real estate m a r­
kets a n d  a stable banking system is essential to the e co no­
my. The legislature intends to ensure stability of the 
b a nki ng system and real estate markets b y  displacing compe­
tition w i t h  government regulation in m a tters relating to 
manageme nt and disposition of real prope r t y  by authorizing 
creation of real property liquidating organizations under 
state supervision.

Section 2 . This is a n e w  chapter relatin g to the real 
property 'liquidating program.

Sec. 06.50.010 requires the director of banking, securities, 
and corporations to administer the chapter. He must report 
annually to the legislature.

Sec. 06.50.020 permits the formation b y  three or more 
grantors of a real pro perty liquidating organization. 
Organizational documents must b e  r e v i e w e d  and approved by 
the director and the governor and must m e e t  certain itemized 
r e q u i r e m e n t s .
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Sec. 06.50.030 requires an organization to retain  a c e r­
tified public accountant to annually prepare and submit to 
the division an audited balance sheet containing specified 
information. The accountant m u s t  c e rtify  that all 
dispositions of real estate and loans during the year were 
made in accordance w i t h  the organiza tion documents and this 
chapter, or identify variances, and provide recommendations 
w i t h  respect to internal financial controls. The o rganiza­
tion is also required to file a report on its operations 
quarterly.

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

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

Sec. 06.50.060 exempts an org anization and persons involved 
w i t h  organizations from AS 45.50.471 - 45.50.596 (Unfair 
Trade Practices and Consumer Protection; Monopolies; R e­
straint of T r a d e ) . “

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

Section 3 . The Alaska Housing Fina nce C orporatio n is gran- 
ted broad authority to enter into agreements for cooperative 
manageme nt and disposal of real proper ty and convey pr operty 
to or acquire a b eneficial interest in a real property 
liquidating organization, if state corporations and agencies 
are granted a priority to assets of the organization.

Section 4 . The division of banking, securities, and 
corporations is established in the D e partment of Commerce
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and Economic  Development. The director is appointed by the 
governor to a four year term. Qualifications for the 
director are set out.

Section 5 .  ̂ The A l a s k a  Industrial Development and Export 
A u t h o r i t y  is granted power to convey assets to and acquire a 
benefi cial interest in a real pro perty liquidating o r g a­
nization, if state corporations and agencies are granted a 
priorit y to assets of the organization.

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

Section 7 . The substantive provisions take effect June 1,
T $ W .

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

TBC:mkr
b5/079
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POUCH Y ■ STATE CAPITOL 
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907-465-3800

SUBJECT:

TO:

FROM:

Stabilization of the real estate market 
(SSSB 408)

Senator T i m  Kelly

Tamara Brandt C o o k/ J L ^
Director r
Division of Legal Services

Here is the sectional analysis that y o u  requested.

Section 1. This is a statement of legislative findings and 
i n t e n t . The legislature finds that there have been failures 
of state and federally chartered financial institutions, 
agencies currently h o l d  portfolios of distressed real estate 
loans and foreclosed property, financial institutions and 
agencies n e e d  to be perm itted to cooperate in administering 
these properties, and maintenance of stable real estate 
markets is essential to the economy. The legislature i n­
tends to ensure stability of real estate markets by d i s­
placing competition w i t h  government regulation in matters 
relating to disposition of foreclosed real property by 
authorizing creation of real property liquidating o r g a n i z a­
tions under state supervision.

Section 2 . This is a n e w  chapter relating to real property 
liquidating organizations.

Sec. 06.50.010 requires the Commissioner of Commerce and 
Economic Development to administer the chapter and adopt 
r e g u l a t i o n s .

Sec. 06.50.020 permits the formation b y  three or mo re 
grantors of a real property liquidating organization. 
Organizational documents must be reviewed and approved b y  
the commissioner and must meet certain itemized 
requirements.
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Sec. 06.50.030 requires an organization to retain a 
certified public accountant to annually prepare and submit 
to the Department of Commerce and Economic Development an 
audited balance sheet containing specified information. The 
accountant must certify that all sales of real estate during 
the year w e r e  made  in accordance w i t h  the organization d o c u­
ments and this chapter, or identify variances, and provid e 
recommendations w i t h  respect to internal financial controls. 
The organization is also required to file a report on its 
operations quarterly.

Sec. 06.50.040 requires the commissioner to approve or 
disapprove a p r o posed operating p l a n  o f  an organization. He 
must also inspect business records of an organizat ion on a 
regular  basis at least twice each year. If the commissioner 
concludes that the organization is being administered 
contrary to law or regulation, h e  may prescribe appropriate 
remedies. If the organization fails to remedy deficiencies, 
the commissioner m a y  b e g i n  proceedings to dissolve the 
organization. Expenses incurred in reviewing o r g anization 
reports and conducting inspections shall be charged to the 
organization.

Sec. 06.50.050 permits the commissioner, by regulation, to 
exempt organization from other state laws and regulations if 
he determines the exemption is n e c e ssary to carry out the 
purposes of the chapter.

Section 3 . The A las ka Hou sing Finance Corporation is 
granted broad authority to take action to stabilize the 
market price of and demand for residential housing. The 
corporation m a y  enter into agreements for cooperative 
management and disposal of real p r o perty a nd convey property 
to or acquire a beneficial interest in a real property  
liquidating organization.

Section 4 . The A laska  Industrial Development and Export 
Authority is granted power to convey assets to and acquire a 
beneficial interest in a real property liquidating 
organization.

Section 5. The bill takes effect immediately.

TBC:bb 
b5/022



Anchorage Dally News Sunday, May 1,1988 B3

A few kinks need to be worked out in ‘bridge bank’
The “ bridge bank”  proposed to help the 

real estate market has been endorsed by the 
governor and is receiving serious attention in 
the legislature.

Bridge in this context means a temporary 
arrangement. I t  also has been referred to as a 
“ stabilization bank."

Dave Rose, executive director o f the Alaska 
Permanent Fund, suggested the idea. He 
disapproves o f the state getting involved in 
the real estate market but thinks this propos­
a l is least objectionable.

The basic premise fo r such a bank is that 
with so many foreclosed properties, commer­
cial banks are competing against each other 
and individual owners to the extent that it destabilizes the market. Antitrust laws pro­
hibit their coordinating policies to dispose of 
the property. The bridge bank, however, 
would enable them to coordinate without 
legal problems.

Here’s how the bank would work. The new 
organization would be created with about $15 
m illion o f state money. Banks and govern­
ment agencies that owned foreclosed proper-

c h r i s  S t e p h e n s

ties would turn them over to the bridge bank. 
In  exchange they would receive shares o f 
stock proportional to the amount o f property they put in.

The banks and other lenders then would 
own the bridge bank and contro l its 
operations. They could coordinate disposition 
o f the foreclosed properties with minimum 
disruption to the market.

Theoretically, the startup money provided 
by the state and revenue from  sales would

«uable the bridge bank to operate indepen­
dently. It  could keep properties o ff the market 
until the market could absorb them and 
maintain them during that holiday period. 
The participants would receive a higher return 
tfu'.v ’ marketing the properties indepen- 

... .

One o f the major problems in other de-_ 
pressed markets, like Houston, has been un-“ 
coordinated policies by various government 
agencies fo r disposing property. This has been 
o f great concern in our market as well.

The effect o f the bridge bank on the 
commercial market is difficult to predict. 
Many fewer commercial properties are in for 
foreclosure compared to residential. Also, unlike housing, most foreclosed commercial 
properties are held by banks, not government 
agencies.

Alaska banks are so heavily invested in our local economy that they cannot afford to 
undermine the market by dumping properties 
at below-market rates. Outside banks have 
tended to hold properties; to avoid taking a 
loss.

How the various lending institutions and 
government agencies would be encouraged to 
participate is not clear. They would exchange 
rea l property fo r stock in an untested organi­
zation that might or might not be profitable.

Each participant would have to evaluate 
how such a move would affect its financial statement. Each would have to be w illing to 
give up individual control o f its foreclosed 
properties fo r the common good.

Finally, how many organizations would 
have to participate for the critical mass to be 
achieved that would have a significant effect 
on the market?

No one knows whether the legislature will 
create and fund the bridge bank. Time is short 
and competing demands fo r money are numer­
ous. The bridge bank is a fascinating idea to 
solve a problem. But the practical and politi­
cal realities w ill have to be addressed.
□ Chris Stephens, CCIM, is a local associate 
broker specializing In investment and commercial 
real estate.
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IN THE SENATE BY KELLY AND STURGULEWSKI 

SPONSOR SUBSTITUTE FOR SENATE B I L L  NO. 4 08  

I N  THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE -  SECOND SESSION 

A  B I L L

F o r  a n  A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  t o  s t a b i l i z a t i o n  o f  t h e  r e a l  e s t a t e

m a r k e t ;  a u t h o r i z i n g  t h e  e s t a b l i s h m e n t  o f  r e a l  p r o p ­

e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s ;  and  p r o v i d i n g  f o r  an  

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

10 BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

11 *  S e c t i o n  1 .  L E G IS L A T IV E  F IN D IN G S  AND IN T E N T . ( a )  T he  l e g i s l a t u r e

12 f i n d s  t h a t

13 ( 1 )  t h e r e  h a v e  b e e n  i n  t h e  s t a t e  s e v e r a l  f a i l u r e s  o f  s t a t e  a nd

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

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

16 ( 2 )  s t a t e  a nd  f e d e r a l  a g e n c i e s  c u r r e n t l y  h o l d  l a r g e  p o r t f o l i o s

17 o f  d i s t r e s s e d  r e a l  e s t a t e  l o a n s  a n d  r e a l  p r o p e r t y ;

18 ( 3 )  t h e s e  f i n a n c i a l  i n s t i t u t i o n s  a n d  g o v e r n m e n t  a g e n c ie s  n e e d  t o

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

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

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

22  ( 4 )  t h e  m a in t e n a n c e  o f  s t a b l e  a n d  o r d e r l y  m a r k e t s  f o r  t h e  p u r -

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

24  e s s e n t i a l  t o  t h e  econom y o f  t h e  s t a t e  a n d  t h e  w e l f a r e  o f  i t s  c i t i z e n s .

25 ( b )  T h e  l e g i s l a t u r e  i n t e n d s  t o  e n s u r e  t h e  s t a b i l i t y  o f  t h e  s t a t e ' s

26 r e a l  e s t a t e  m a r k e t s  a nd  p r e v e n t  a p r e c i p i t o u s  d e c l i n e  i n  r e a l  e s t a t e  p r i c e s

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

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

29 a n d  s t a t e  a n d  f e d e r a l  a g e n c ie s  as  a r e s u l t  o f  f o r e c l o s u r e  a c t i o n s .  By
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a u t h o r i z i n g  t h e  c r e a t i o n  o f  r e a l  p r o p e r t y  l i q u i d a t i n g  o r g a n i z a t i o n s  u n d e r  

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

m i s s i o n e r  o f  com m erce  a n d  e c o n o m ic  d e v e lo p m e n t  t o  p r o v i d e  b y  r e g u l a t i o n  

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

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

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

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

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

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

*  S e c .  2 .  AS 06 i s  am ended  b y  a d d i n g  a  new  c h a p t e r  t o  r e a d :

CHAPTER 5 0 .  REAL PROPERTY L IQ U ID A T IN G  ORGANIZATIONS.

S e c .  0 6 . 5 0 . 0 1 0 .  R E S P O N S IB IL IT Y  OF COMMISSIONER. T he  c o m m is ­

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

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

S e c .  0 6 . 5 0 . 0 2 0 .  FORMATION. ( a )  T h r e e  o r  m o re  g r a n t o r s  may 

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

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

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

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

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

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

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

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

( 1 )  s t a t e  t h e  p u r p o s e  o f  t h e  o r g a n i z a t i o n ;

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

n i z a t i o n  a n d  a l l  p e r s o n s  who w i l l  p o s s e s s  an  i n t e r e s t  i n  t h e  o r g a ­

n i z a t i o n ;

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

m a n a g e d ;

SSSB 408 -2- SB0408b



( 4 )  p r e s c r i b e  t h e  m e t h o d  u n d e r  w h i c h  d i s t r i b u t i o n s  t o  t h e  

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

( 5 )  p r o v i d e  f o r  t h e  c o n v e y a n c e  t o  t h e  o r g a n i z a t i o n  o f  a l l  

o r  p a r t  o f  t h e  g r a n t o r s '  p o r t f o l i o s  o f  c o m m e r c i a l  and  r e s i d e n t i a l  r e a l  

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

( 6 )  p r o v i d e  f o r  t h e  o r d e r l y  d i s p o s i t i o n  o f  p r o p e r t y  o f  t h e  

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

n i z a t i o n a l  d o c u m e n t s ;

( 7 )  p r o v i d e  f o r  t h e  e x p e n d i t u r e  o f  a s s e t s  t o  m anage o r g a ­

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

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

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

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

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

n i z a t i o n  w i l l  be  o p e r a t e d  i n  a m a n n e r  t h a t  w i l l  p r o v i d e  f o r  o r d e r l y  

d i s p o s i t i o n  o f  p i ' o p e r t y  a n d  p r o m o t e  a  s t a b l e  r e a l  e s t a t e  m a r k e t  and  

e c o n o m y .

S e c .  0 6 . 5 0 . 0 3 0 .  AUD ITS  AND REPORTS. ( a )  I n  a d d i t i o n  t o  t h e  

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

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

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

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

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

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

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

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

t h e  a c c o u n t a n t  s h a l l  i s s u e  l e t t e r s

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

d i s t r i b u t i o n s  d u r i n g  t h e  y e a r  w e r e  made i n  a c c o r d a n c e  w i t h  t h e
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provisions of the organization documents and this chapter, or identi­

fying any variance; and

(2) with respect to the internal financial controls and 

practices of the organization, providing recommendations the accoun­

tant considers appropriate.

(b) The organization shall prepare and file with the commission­

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

(1) a schedule of all real property held by the organiza­

tion;

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

for real property sold since the date of the previous report; and

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

that conforms with regulations adopted by the commissioner.

Sec. 06.50.040. REVIEW AND APPROVAL BY COMMISSIONER. (a) The 

commissioner shall review each report filed under (b) of this section 

and approve or disapprove the proposed operating plan within 20 days 

after filing. In reviewing the operating plan, the commissioner shall 

consider current market conditions. Before approving the plan, the 

commissioner must find that the plan complies with the purpose of this 

chapter.

(b) Within five days after the department notifies an organiza­

tion of its intention to inspect business records, all business re­

cords maintained by the organization shall be available for review and 

examination by the department at the organization's principal place of 

business, during regular business hours. The commissioner shall 

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

least twice each calendar year.

(c) If the commissioner disapproves the proposed operating plan 

or concludes, after examination, that the organization is being
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provisions of the organization documents and this chapter, or identi­

fying any variance; and

(2) with respect to the internal financial controls and 

practices of the organization, providing recommendations the accoun­

tant considers appropriate.

(b) The organization shall prepare and file with the commission­

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

(1) a schedule of all real property held by the organiza­

tion;

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

for real property sold since the date of the previous report; and

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

that conforms with regulations adopted by the commissioner.

Sec. 06.50.040. REVIEW AND APPROVAL BY COMMISSIONER. (a) The 

commissioner shall review each report filed under (b) of this section 

and approve or disapprove the proposed operating plan within 20 days 

after filing. In reviewing the operating plan, the commissionei shall 

consider current market conditions. Before approving the plan, the 

commissioner must find that the plan complies with the purpose of this 

chapter.

(b) Within five days after the department notifies an organiza­

tion of its intention to inspect business records, all business re­

cords maintained by the organization shall be available for review and 

examination by the department at the organization's principal place of 

business, during regular business hours. The commissioner shall 

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

least twice each calendar year.

(c) If the commissioner disapproves the proposed operating plan 

or concludes, after examination, that the organization is being
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administered contrary to statute or regulation, the commissioner shall 

notify the organization and all grantors in writing, specifying all 

deficiencies and prescribing appropriate reme'.' :. If the organiza­

tion fails to remedy deficiencies in accordance with the commission­

er's prescriptions within 60 days after receipt of the notice, the 

commissioner may commence proceedings under AS 06.01.030.

(d) The expenses of the department reasonably incurred in re-i
viewing and approving a proposed operating plan or conducting an 

examination under this section shall be charged to and paid by the 

organization in accordance with AS 06.01.010.

Sec. 06.50.050. PREEMPTION. If the commissioner determines that 

the exemption is necessary to carry out the purposes of this chapter, 

the commissioner may by regulation exempt real property liquidating 

organizations from any state law other than this chapter or from any 

regulation other than one adopted under this chapter.

Sec. 06.50.100. DEFINITIONS. In this chapter.

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

economic development;

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

Economic Development;

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

cial institution, federal or state agency, licensed insurer, or fi­

nancing company that conveys assets to, and thereby obtains a benefi­

cial interest in and the right to participate in the management of, a 

real property liquidating organization;

(4) "real property liquidating organization" or "organiza­

tion" means a corporation, trust, fund, partnership, joint venture, or 

other legal entity created to acquire, maintain, manage, market, sell, 

or otherwise dispose of real property in the state and to distribute
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1 to the beneficiaries, in accordance with the provisions of the orga-

2 nization documents, the proceeds derived from the sale or disposition

3 of che property.

4 * Sec. 3. AS 18.56 is amended by adding a new section to read:

5 Sec. 18.56.210. MARkET STABILIZATION POWERS. The corporation

6 may take appropriate action to stabilize the market price of and

7 demand for residential housing in the state. To accomplish the pur-

8 poses of this section, the corporation may

9 (1) enter into agreements with state and federally char-

10 tered financial institutions, state or federal agencies, insurers, and

11 financing companies for the cooperative management and disposal of

12 real property owned by the corporation, financial institutions, agen-

13 cies, or other contracting parties; and

14 (2) convey real property and other assets to, and acquire a

15 beneficial interest in, a real property liquidating organization

16 established under AS 06.50.

17 * Sec. 4. AS 44.88.080 is amended by adding a new paragraph to read:

18 (25) to convey real property and other assets to, and ac-

19 quire a beneficial interest in, a real property liquidating orga-

20 nization established under AS 06.50.

21 * Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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IN THE SENATE BY KELLY AND STURGULEWSKI

SENATE BILL NO. 408 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION/

A BILL

For an Act entitled: "An Act relating to the Alaska/ stabilization assis­

tance program; and providing for an effective date." 

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

* Section 1. ALASKA STABILIZATION ASSISTANCE PROGRAM. (a) The purpose 

of the Alaska stabilization assistance program is to promote the stabi­

lization of real property values in Jzhe state.

(b) The Alaska stabilization: assistance fund is established in the 

Alaska Industrial Development and Export Authority. The authority may use 

money appropriated to the fund to carry out the purposes of this section. 

An appropriation to the Alaska stabilization assistance fund lapses to the 

fund from which it was/appropriated July 1, 1992, unless specified other­

wise in the appropriation act. Other receipts shall be separately

accounted for and/deposited into the general fund. Each year the authority

shall notify the legislature of the amount of these receipts and the legis­

lature may /appropriate that amount into the Railbelt energy fund 

established under AS 37.05.153.

(</f To encourage lenders not to attempt to dispose of real property 

in th/e state that has been foreclosed upon or otherwise acquired through 

ac/ions taken on defaulted loans until the real estate market in the state 

jecomes more stable, the authority may enter into contracts to provide for 

the management of the property. However, the authority may provide for the 

management of property only through June 30, 1992.

* Sec. 2. This Act is repealed July 1, 1992.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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IN THE SENATE BY KELLY AND STURGULEWSKI

SENATE BILL NO. 408 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska stabilization assis­

tance program; and providing for an effective date."

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

9 * Section 1. ALASKA STABILIZATION ASSISTANCE PROGRAM. (a) The purpose

10 of the Alaska stabilization assistance program is to promote the stabi-

11 lization of real property values in the state.

12 (b) The Alaska stabilization assistance fund is established in the

13 Alaska Industrial Development and Export Authority. The authority may use

14 money appropriated to the fund to carry out the purposes of this section.

15 An appropriation to the Alaska stabilization assistance fund lapses to the

16 fund from which it was appropriated July 1, 1992, unless specified other-

17 wise in the appropriation act. Other receipts shall be separately

18 accounted for and deposited into the general fund. Each year the authority

19 shall notify the legislature of the amount of these receipts and the legis-

20 lature may appropriate that amount into the Railbelt energy fund

21 established under AS 37.05.153.

22 (c) To encourage lenders not to attempt to dispose of real property

23 in the state that has been foreclosed upon or otherwise acquired through

24 actions taken on defaulted loans until the real estate market in the state

25 becomes more s t r !  ■ , the authority may enter into contracts to provide for

26 the management of the prope: *.y. However, the authority may provide for the

27 management of property only through June 30, 1992.

28 * Sec. 2. This Act is repealed July 1, 1992.

29 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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Fund ing  I n f o rm a t i o n  
G e n e r a l  Fund $15,000,000 
O th e r  Funds -0-

IN THE SENATE BY KELLY AND STURGULEWSKI
SENATE BILL NO. 409 

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

A BILL
Fo r  an  A c t  e n t i t l e d :  "An Ac t  making a s p e c i a l  a p p r o p r i a t i o n  t o  t h e  A la sk a

s t a b i l i z a t i o n  a s s i s t a n c e  fund ;  and  p r o v i d i n g  f o r  an 
e f f e c t i v e  d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. The sum o f  $15,000,000 i s  a p p r o p r i a t e d  f rom  t h e  R a i l b e l t  

e n e r g y  f u n d  (AS 37.05.153) t o  t h e  A la sk a  s t a b i l i z a t i o n  a s s i s t a n c e  fund .
* Sec .  2. The a p p r o p r i a t i o n  made by  s e c .  1 o f  t h i s  Ac t  l a p s e s  i n t o  t h e  

R a i l b e l t  e n e r g y  fu n d  (AS 37.05,153) on J u l y  1, 1992.
* Sec .  3. T h i s  Ac t  t a k e s  e f f e c t  on 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  

an  Ac t  e n a c t e d  by t h e  F i f t e e n t h  A la sk a  S t a t e  L e g i s l a t u r e  e s t a b l i s h i n g  t h e  
A la sk a  s t a b i l i z a t i o n  a s s i s t a n c e  fu nd .
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Bannister
A/28/88

Original sponsor: Judiciar y Committee

IN THE SENATE BY THE  FIN ANCE COMMITTEE

CS FOR SENATE BILL NO. 508 (Finance)

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

FIFTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to property exemptions for h o m e­

steads and for certain retirement pl an interests and 

p a y m e n t s ."

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

* Section 1. AS 09.38.010(a) is amended to read:

(a) An individual is entitled to an exemption as a h o m e s t e a d  of 

the individual's interest in property in this state used as the p r i n­

cipal residence of that individual or the dependents of that i n d i v i d u­

al except for encumbrances properly established on the property. 

Encumbrances m a y  not be established on the property except

(1) by the seller for the purchase price of the property;

(2) for municipal ad v a lorem property taxation;

(3) for workers' and material liens for improvements to the 

property if contracted for in w r i ting before the labor was p e r f ormed 

or material was furnished [, BUT THE VALUE OF THE HOMESTE AD EX EMPTION 

M A Y  NOT EXCEED $27,000].

* Sec. 2. A S  09.38.010(c) is amended to read:

(c) If property that includes a homestead is sold u nde r an 

execution, the sale becomes effective upon confirmation by order of 

the court. The court shall enter the order of conf irmation unless, 

wi t h i n  60 days after the sale, the individual repurchases the property 

under this section or the court extends the time for con firmation upon 

the filing of a timely m o tion by a party in interest. The individual 

may repurchase property, including that individual's homestead, at a

* WORK DRAFT WORK DRAFT WORK DRAFT
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s a l e  on e x e c u t i o n  b e f o r e  c o n f i r m a t i o n  by p ay in g  i n t o  c o u r t  t h e  c o s t s  
o f  t h e  s a l e  p l u s  t h e  amount o f  c l a im  a u t h o r i z e d  u n d e r  (a) o f  t h i s  
s e c t i o n  [LESSER OF EITHER (1) THE DIFFERENCE BETWEEN THE HIGHEST BID 
AND THE AMOUNT OF THE EXEMPTION IN THE PROPERTY, OR (2) THE AMOUNT OF 
THE CREDITOR'S CLAIM], I f  t h e  i n d i v i d u a l  does n o t  e x e r c i s e  t h e  r e p u r ­
c h a s e  r i g h t  u n d e r  t h i s  s u b s e c t i o n ,  t h e  c l e r k  o f  t h e  c o u r t  s h a l l  f i r s t  
r e m i t  an amount d e t e rm in e d  t o  b e  exempt t o  t h e  i n d i v i d u a l  f rom  t h e  
p r o c e e d s  o f  s a l e  and t h e  b a l a n c e  l e s s  t h e  c o s t  o f  t h e  s a l e  t o  t h e  
c r e d i t o r .  F o r  t h e  p u r p o s e  o f  c o l l e c t i n g  an amount r e m a i n i n g  u n p a i d  on 
a  j u d gm en t  a f t e r  r e p u r c h a s e  o f  p r o p e r t y  by an i n d i v i d u a l  u n d e r  t h i s  
s u b s e c t i o n ,  t h e  c r e d i t o r  o r  t h e  c r e d i t o r ' s  a s s i g n e e  may n o t  make 
a n o t h e r  l e v y  on t h e  p r o p e r t y  r e p u r c h a s e d .

* Sec .  3. AS 09.38.010 i s  amended by a d d i n g  a new s u b s e c t i o n  t o  r e a d :
(e) In  t h i s  s e c t i o n ,  a  " h om e s t e a d "  i s

( 1 ) an u r b a n  home o r  a p l a c e  t o  e x e r c i s e  a c a l l i n g  o r  
b u s i n e s s ,  i n  an u r b a n  a r e a ,  o f  a f a m i l y  o r  a s i n g l e  a d u l t  i n d i v i d u a l ,  
n o t  o t h e rw i s e  e n t i t l e d  t o  a h om e s t e a d ,  t h a t  c o n s i s t s  o f  n o t  more t h a n  
an  a c r e  o f  l a n d  t h a t  may be  i n  one o r  more l o t s ,  t o g e t h e r  w i t h  any 
imp rovem en ts  on th e  l a n d ;  o r

(2 ) a r u r a l  home o f  t h e  a c r e a g e  p r o v i d e d  i n  t h i s  p a r a g r a p h ,  
t h a t  may be  i n  one o r  more p a r c e l s ,  w i t h  t h e  imp rovemen ts  t h a t  a r e  on 
t h e  l a n d ,  o f

(A) 200 a c r e s  i f  c l a im e d  by a f a m i l y ;  o r
(B) 100 a c r e s ,  i f  c l a im e d  by  an i n d i v i d u a l .

* Sec .  4. AS 09.38 i s  amended by a d d i n g  a new s e c t i o n  t o  r e a d :
Sec .  09.38.017. EXEMPTION OF RETIREMENT PLAN INTERESTS AND PAY­

MENTS. (a) I n  a d d i t i o n  t o  t h e  e x em p t io n  u n d e r  AS 09.38.015(b), t h e  
f o l l o w i n g  a r e  exempt f rom  a c l a im  o f  an  i n d i v i d u a l ' s  c r e d i t o r :

( 1 ) t h e  i n t e r e s t  o f  t h e  i n d i v i d u a l  i n  a  r e t i r e m e n t  p l a n ;
CSSB 5 0 8 ( F in )  - 2 -
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and
(2 ) t h e  money o r  o t h e r  a s s e t s  p a y a b l e  t o  t h e  i n d i v i d u a l  

f rom  a r e t i r e m e n t  p l a n .
(b) The ex em p t io n s  p r o v i d e d  by  (a) o f  t h i s  s e c t i o n  do n o t  a p p l y  

t o  a c o n t r i b u t i o n  made by an i n d i v i d u a l  t o  a r e t i r e m e n t  p l a n  w i t h i n  
120 d ay s  b e f o r e  t h e  i n d i v i d u a l  f i l e s  f o r  b a n k r u p t c y .

(c) The ex em p t io n s  p r o v i d e d  by  (a) o f  t h i s  s e c t i o n  do n o t  p r e ­
v e n t  t h e  payment o f  b e n e f i t s  u n d e r  a  r e t i r e m e n t  p l a n  t o  an  a l t e r n a t e  
p a y e e  u n d e r  a  q u a l i f i e d  d om e s t i c  r e l a t i o n s  o r d e r .  I n  t h i s  s u b s e c t i o n ,  
" q u a l i f i e d  d om e s t i c  r e l a t i o n s  o r d e r "  h a s  t h e  m ean ing  g i v e n  i n  26 
U.S.C. 4 14(p).

(d) A r e t i r e m e n t  p l a n  exempt f rom  c l a im s  u n d e r  (a) o f  t h i s  
s e c t i o n  i s  c o n c l u s i v e l y  p re sumed  t o  be a  s p e n d t h r i f t  t r u s t  u n d e r  t h i s  
s e c t i o n .

(e) I n  t h i s  s e c t i o n ,
(1) " a l t e r n a t e  p a y e e "  h a s  t h e  mean ing g i v e n  i n  26 U.S .C .

414(p)(8) ;
(2 ) " i n d i v i d u a l "  means an  i n d i v i d u a l  who i s  a p a r t i c i p a n t  

i n ,  a  b e n e f i c i a r y  o f ,  o r  an a l t e r n a t e  p ay e e  o f  a r e t i r e m e n t  p l a n ;
(3) " r e t i r e m e n t  p l a n "  means a r e t i r e m e n t  p l a n  t h a t  i s

q u a l i f i e d  u n d e r  26 U.S.C. 401(a), 26 U.S.C. 403(a), 26 U.S.C. 403(b),
26 U .S .C .  408, o r  26 U.S.C. 409 ( I n t e r n a l  Revenue Code).

* Sec .  5. AS 09.38.025(a) i s  amended t o  r e a d :
(a) E x c ep t  a s  p r o v i d e d  i n  t h i s  s e c t i o n  o r  AS 09.38.017, an

i n d i v i d u a l  i s  e n t i t l e d  t o  ex em p t i o n  o f  unma tu red  l i f e  i n s u r a n c e  and
a n n u i t y  c o n t r a c t s  owned by  t h e  i n d i v i d u a l .  I f  t h e  c o n t r a c t s  h av e  
a c c r u e d  d i v i d e n d s  and l o a n  v a l u e s  a v a i l a b l e  t o  t h e  i n d i v i d u a l  a g ­
g r e g a t i n g  more t h a n  $5,000, a c r e d i t o r  may o b t a i n  a c o u r t  o r d e r  r e ­
q u i r i n g  t h e  i n d i v i d u a l  d e b t o r  t o  pay t h e  c r e d i t o r ,  and a u t h o r i z i n g  t h e
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c r e d i t o r  on t h e  d e b t o r ' s  b e h a l f  t o  o b t a i n  payment o f ,  t h e  amount o f  
t h e  a c c r u e d  d i v i d e n d s  and l o a n  v a l u e s  i n  e x c e s s  o f  $5,000 o r  t h e  
amount o f  t h e  c r e d i t o r ' s  c l a im ,  w h i c h e v e r  i s  l e s s .

* Sec .  6 . AS 09.38.030(e) i s  amended t o  r e a d :
(e) The f o l l o w i n g  p r o p e r t y ,  u n l e s s  exempt w i t h o u t  l i m i t a t i o n

u n d e r  AS 09.38.015 o r  09.38.017, upon r e c e i p t  by and w h i l e  i t  i s  i n  
t h e  p o s s e s s i o n  o f  t h e  i n d i v i d u a l ,  s h a l l  be  t r e a t e d  a s  e a r n i n g s ,  i n ­
come, c a s h ,  o r  o t h e r  l i q u i d  a s s e t s  u n d e r  t h i s  s e c t i o n :

( 1 ) b e n e f i t s  p a i d  by r e a s o n  o f  d i s a b i l i t y ,  i l l n e s s ,  o r  
u n emp loym en t ;

(2 ) money o r  p r o p e r t y  r e c e i v e d  f o r  a l im ony  o r  s e p a r a t e  
m a in t e n a n c e ;

(3) p r o c e e d s  o f  i n s u r a n c e ,  a judgmen t ,  o r  a s e t t l e m e n t ,  o r  
o t h e r  r i g h t s  a c c r u i n g  as  a r e s u l t  o f  b o d i l y  i n j u r y  o f  t h e  i n d i v i d u a l  
o r  o f  t h e  w r o n g f u l  d e a t h  o r  b o d i l y  i n j u r y  o f  a n o t h e r  i n d i v i d u a l  o f  
whom t h e  i n d i v i d u a l  was o r  i s  a d e p e n d e n t ;

(4) p r o c e e d s  o r  b e n e f i t s  p a i d  o r  p a y a b l e  on t h e  d e a t h  o f  an  
i n s u r e d ,  i f  t h e  i n d i v i d u a l  was t h e  s p ou s e  o r  a d e p e n d e n t  o f  t h e  i n ­
s u r e d ;  and

(5) amounts p a i d  u n d e r  a s t o c k  bonus ,  p e n s i o n ,  p r o f i t -  
s h a r i n g ,  a n n u i t y ,  o r  s i m i l a r  p l a n  o r  c o n t r a c t ,  p r o v i d i n g  b e n e f i t s  by 
r e a s o n  o f  ag e ,  i l l n e s s ,  d i s a b i l i t y ,  o r  l e n g t h  o f  s e r v i c e .

* Sec .  7. AS 09.38.055 i s  amended t o  r e a d :
S ec .  09.38.055. BANKRUPTCY PROCEEDINGS. I n  a p r o c e e d i n g  u n d e r  

11 U .S .C .  (Bankrup tcy) fTHE BANKRUPTCY ACT (11 U .S .C .) ]  o n l y  t h e
e x em p t i o n s  u n d e r  AS 09.38.010, 09.38.015(a), 09.38.017, 09.38.020, 
09.38.025 and 09.38.030 a p p ly .

* Sec .  8 . AS 09.38.065(a) i s  amended t o  r e a d :
(a) N o tw i t h s t a n d i n g  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r  e x c e p t  

CSSB 508(Fin) -4-
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AS 09.38.070,
( 1 ) a  c r e d i t o r  may make a l e v y  a g a i n s t  exempt p r o p e r t y  o f  

any k i n d  t o  e n f o r c e  a  c l a im  f o r
(A) c h i l d  s u p p o r t ;

(B) u n p a i d  e a r n i n g s  o f  up t o  one m on th ' s  c om pen s a t io n  
o r  t h e  f u l l - t i m e  e q u i v a l e n t  o f  one m on t h ' s  c om pen s a t io n  f o r  
p e r s o n a l  s e r v i c e s  o f  an employee ;  o r

(C) s t a t e  o r  l o c a l  t a x e s ;  and
(2 ) a c r e d i t o r  may make a l e v y  a g a i n s t  exempt p r o p e r t y  t o  

e n f o r c e  a  c l a im  f o r
(A) t h e  p u r c h a s e  p r i c e  o f  t h e  p r o p e r t y  o r  a l o a n  made 

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

(B) l a b o r  o r  m a t e r i a l s  f u r n i s h e d  t o  make, r e p a i r ,  
im p rove ,  p r e s e r v e ,  s t o r e ,  o r  t r a n s p o r t  t h e  p r o p e r t y ;  and

(C) a s p e c i a l  a s s e s sm e n t  imposed  t o  d e f r a y  c o s t s  o f  a 
p u b l i c  improvemen t  b e n e f i t i n g  t h e  p r o p e r t y .

* Sec .  9. AS 09.38.010(b) i s  r e p e a l e d .
* Sec .  10. AS 09.38.017, added by  s e c .  4 o f  t h i s  A c t ,  does n o t  a p p l y  t o  

t h e  a s s e t s  o f  a b a n k r u p t c y  e s t a t e  i n  a p r o c e e d i n g  f i l e d  u n d e r  11 U.S.C. 
(Bankrup tcy) b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

- 5 - CSSB 508 (F in )





SYNOPSIS AND ANALYSIS

OF

C S S B  4 1 1  (Res) "An A c t  r e l a t i n g  t o  t h e  u s e  o f  f i r e a r m s  in
s t a t e  parks, s t a t e  m a r i n e  parks, s t a t e  
w i l d l i f e  p r e s e r v e s ,  a n d  s t a t e  r e c r e a t i o n  
ar e a s "

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

S e c t i o n  1 p r o v i d e s  l e g i s l a t i v e  f i n d i n g s  t h a t  h u n t i n g  
a c t i v i t i e s  a r e  c o m p a t i b l e  w i t h  o t h e r  u s e s  in  t h e  p a r k  units; 
t h a t  d u e  t o  t h e  w i l d  a n d  r e m o t e  n a t u r e  of t h e  p a r k  areas, u s e  
o f  a f i r e a r m  m a y  b e  n e c e s s a r y  f o r  p e r s o n a l  safety; a n d  t h a t  
t h e r e f o r e  a s t a t e w i d e  p o l i c y  a l l o w i n g  t h e  u s e  o f  f i r e a r m s  in 
t h e  p a r k  u n i t s  is in t h e  p u b l i c  inter e s t .

S e c t i o n  2, in s u b s e c t i o n  (a) r e p e a l s  a n d  r e e n a c t s  A S  
4 1 . 2 1 . 0 2 2  t o  s a y  t h a t  t h e  d i s c h a r g e  o f  f i r e a r m s  is p e r m i t t e d  
in  t h e  p a r k  u n i t s  e x c e p t  t h a t  t h e  c o m m i s s i o n e r  of n a t u r a l  
r e s o u r c e s  m a y  r e g u l a t e  t h e i r  u s e  w i t h i n  1/2 m i l e  of c e r t a i n  
h i g h  t r a f f i c  a r e a s  in t h e  p a r k  units, a n d  l i s t s  t h o s e  areas.

S u b s e c t i o n  (b) of s e c t i o n  2 a l l o w s  t h e  u s e  a n y w h e r e  
w i t h i n  a p a r k  u n i t  o f  a l e g a l l y  p o s s e s s e d  w e a p o n  in d e f e n s e  of 
life.
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T o S e n a t e  F i n a n c e  
C o m m i t t e e  M e m b e r s

F r o m S e n a t o r  K e n  F a n n i n g

S u b j e c t :  S B  4 1 1  - F i r e a r m s  p o l i c y  in s t a t e  p a r k s

W i t h  t h e  e n a c t m e n t  o f  A N I L C A  a n d  t h e  e s t a b l i s h m e n t  a n d / o r  
e x p a n s i o n  o f  A l a s k a ' s  N a t i o n a l  P a r k s ,  h u n t e r s  i n  A l a s k a  n o w  

h a v e  a p p r o x i m a t e l y  3 2 . 4  m i l l i o n  f e w e r  a c r e s  o f  l a n d  o n  w h i c h  
t h e y  c a n  h u n t .  O n  t h e  o t h e r  h a n d ,  t h i s  m e a n s  t h a t  n e a r l y  10% 
o f  a l l  l a n d s  i n  A l a s k a  h a v e  b e e n  s e t  a s i d e  f o r  t h o s e  w h o  m a y  
w i s h  t o  a v o i d  h u n t e r s  a n d  t h e i r  a c t i v i t i e s .

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

H o w e v e r ,  i t  s e e m s  l a t e l y  t o  h a v e  b e c o m e  a d m i n i s t r a t i v e  p o l i c y ,  
a t  o n e  l e v e l  o r  a n o t h e r ,  t o  e a s e  h u n t i n g  o u t  o f  o u r  s t a t e  
p a r k s .  I n  C h u g a c h  S t a t e  P a r k  a l o n e ,  t h o u s a n d s  o f  a c r e s  o f  
p r i m e  h u n t i n g  l a n d s  h a v e  b e e n  d e c l a r e d  o f f  l i m i t s  t o  f i r e a r m  
u s e  t h r o u g h  r e g u l a t i o n s  a d o p t e d  b y  t h e  d i v i s i o n  o f  p a r k s  (11 
A A C  2 0 . 0 1 0 ) .  I n  s m a l l  s p e c i f i c  p o r t i o n s  o f  t h e s e  a r e a s ,  w h e r e  
t h e r e  i s  a h i g h  v i s i t o r  u s e  d u r i n g  s u m m e r  m o n t h s ,  t h e  s a f e t y  
t o  t h e  p u b l i c  m a y  d i c t a t e  r e s t r i c t i o n s  o n  t h e  u s e  o f  f i r e a r m s ;  
h o w e v e r ,  i n  m o s t  o f  t h e  d r a i n a g e s  n o w  e n t i r e l y  c l o s e d  t o  t h e  
u s e  o f  f i r e a r m s  ( e v e n  f o r  p e r s o n a l  p r o t e c t i o n  f r o m  b e a r s ) , 
t h e r e  is a b s o l u t e l y  n o  l e g i t i m a t e  p u b l i c  s a f e t y  b a s i s  f o r  t h e  
p r o h i b i t i o n ,  p a r t i c u l a r l y  d u r i n g  t h e  f a l l  h u n t i n g  s e a s o n .

D e p a r t m e n t  o f  f i s h  a n d  g a m e  r e c o r d s  v e r i f y  t h a t  t h e r e  is a 
v e r y  h i g h  d e n s i t y  o f  m a t u r e  D a l i  s h e e p  in t h e s e  a r e a s  of 
C h u g a c h  S t a t e  P a r k ,  a s  w e l l  a s  o t h e r  b i g  g a m e  s p e c i e s .  I n  
f a c t ,  t h e  c a r r y i n g  c a p a c i t y  i n  s o m e  o f  t h e  c l o s e d  a r e a s  o f  t h e  
s h e e p  r a n g e  a r e  a t  n e a r  m a x i m u m  u s e .  W i t h  t h e  d i v i s i o n  o f  
p a r k s  s t o p p a g e  o f  a n n u a l  b i g  g a m e  h a r v e s t  i n  t h e s e  a r e a s ,  t h e  
d e p a r t m e n t  o f  f i s h  a n d  g a m e  h a s  l o s t  t h e  o n l y  t o o l  a v a i l a b l e  
t o  k e e p  p o p u l a t i o n s  a n d  s e x  r a t i o s  in b a l a n c e .



S e n a t e  F i n a n c e  C o m m i t t e e  M e m b e r s  
S B  411 - F i r e a r m s  in p a r k s  p o l i c y  
P a g e  2

P e r h a p s  no o t h e r  s i n g l e  s t a t e  p a r k  in A l a s k a  m o r e  g r a p h i c a l l y  
d e m o n s t r a t e s  t h e  n e e d  for a l e g i s l a t i v e  d i r e c t i v e  r e g a r d i n g  
f i r e a r m s  p o l i c y  t h a n  Chugach. F o r  d ecades, h u n t i n g  a n d  
n o n - c o n s u m p t i v e  a c t i v i t i e s  c o - e x i s t e d  h a n d  in h a n d  w i t h  n o  
c o n f l i c t s .  T h e n  w h a t  b e g a n  w i t h  m o d e s t  c l o s u r e s  in a r e a s  of 
h i g h  u s e  g r e w  i n t o  a n  a p p a r e n t  d i s r e g a r d  f o r  L e g i s l a t i v e  
p o l i c y  (AS 4 1 . 2 1 . 1 2 4 ) ,  as e n t i r e  d r a i n a g e s  w e r e  c l o s e d  t o  the 
u s e  of firearms. N o w  t h a t  t h i s  a d m i n i s t r a t i v e  t r e n d  is 
e s t a b l i s h e d ,  in l i e u  of L e g i s l a t i v e  d i r e c t i v e s  t o  t h e  
c o n t r a r y ,  c l o s u r e s  i n  o t h e r  s t a t e  p a r k s  are a l m o s t  s u r e  t o  
follow. W i t h  t r e s p a s s  i n c u r s i o n s  e s c a l a t i n g  on  N a t i v e  lands, 
s t a t e  p a r k  h u n t i n g  c l o s u r e s  c a n  o n l y  e x a c e r b a t e  t h e  
d i f f i c u l t i e s .

It is, indeed, t i m e  f o r  t h e  L e g i s l a t u r e  to r e a f f i r m  p u b l i c  
p o l i c y  in o u r  s t a t e  parks, a n d  p r o v i d e  for all m u l t i p l e  
r e c r e a t i o n a l  u s e s  w i t h  a f i r e a r m  s a f e t y  f a c t o r  b a s e d  on  r e a s o n  
a n d  fairn e s s .

T h e  o n l y  c h a n g e  m a d e  b y  t h e  R e s o u r c e s  C o m m i t t e e  w a s  t o  p a g e  1, 
l i n e  25, w h e r e  1/4 m i l e  w a s  i n c r e a s e d  t o  1/2 m ile, g i v i n g  the 
d e p a r t m e n t  a w i d e r  c o r r i d o r  t o  c l o s e  a r o u n d  h i g h  t r a f f i c  a r e a s  
in t h e  parks.

O n e  t e c h n i c a l  c h a n g e  t h e  c o m m i t t e e  m i g h t  c o n s i d e r  m a k i n g ,  and 
w h i c h  i s  n o t e d  i n  t h e  d e p a r t m e n t  o f  f i s h  a n d  g a m e  a n a l y s i s  of 
t h e  bill, is to c h a n g e  t h e  w o r d s  ,,p r e s e r v e ,, o r  " p r e s e r v e s "  to 
" r e f u g e "  o r  " r e f u g e s "  in all o f  t h e i r  r e s p e c t i v e  o c c u r r e n c e s  
(page 1, l i n e s  7, 12, a n d  23, a n d  p a g e  2, l i n e  9).



■i^/fr'.A" :•'• :rî , . '
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SENATOR KEN FANNING
P.O. BOX 80929 

COLLEGE, ALASKA 99708
P.O. BOX V-STATE CAPITOL 

JUNEAU, ALASKA 99811 
(907) 465-3880

Senate
RECEIV ED  APR 2 6 1988

A p r i l  25, 1988

S e n a t o r  R i c k  Hal f o r d ,  C o - C h a i r  
S e n a t e  C o m m i t t e e  on F i n a n c e  
P.O. B o x  V  
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  H alford:

S e n a t e  b i l l  411, r e l a t i n g  to  t h e  u s e  of  f i r e a r m s  in s t a t e  
parks, e t c . , h a s  b e e n  r e f e r r e d  to t h e  F i n a n c e  C o m m i t t e e ,  w h e r e  
it n o w  a w a i t s  h e a r i n g .  I w o u l d  t a k e  t h i s  o p p o r t u n i t y  to a s k  
t h a t  y o u  s c h e d u l e  t h e  b i l l  at y o u r  e a r l i e s t  a v a i l a b l e  time, so 
t h a t  t h e  S e n a t e  m a y  c o n s i d e r  it.

B y  w a y  of s ummary, t h e  b i l l  w o u l d  s i m p l y  r e s t a t e  the 
L e g i s l a t u r e ' s  p o l i c y  t h a t  t h e  u s e  o f  f i r e a r m s  is c o m p a t i b l e  
w i t h  t h e  p u r p o s e  of o u r  s t a t e  parks, e x c e p t  t h a t  the 
c o m m i s s i o n e r  of D N R  c a n  r e s t r i c t  t h e i r  u s e  w i t h i n  1/2 m i l e  of 
c e r t a i n  d e v e l o p e d  a r e a s  o f  t h e  parks. A s  y o u  a r e  no d o u b t  
aware, t h e  d i v i s i o n  o f  p a r k s  h a s  u s e d  t h e  p r e s e n t  l a n g u a g e  in 
s t a t u t e  t o  j u s t i f y  c l o s i n g  m a s s i v e  a r e a s  of C h u g a c h  S t a t e  P a r k  
t o  hu n t i n g ,  d e s p i t e  t h e  i m p a c t  s u c h  a c l o s i n g  is h a v i n g  on 
g a m e  m a n a g m e n t .  M u c h  of t h e  w i l d l i f e  w i t h i n  t h e  c l o s e d  a r e a s  
h a s  r e a c h e d  o r  s u r p a s s e d  t h e  c a r r y i n g  c a p a c i t y  o f  t h e  h a b i t a t  
it o c c u p i e s ,  m a i n l y  b e c a u s e  h a r v e s t i n g  b y  h u n t e r s  h a s  b e e n  
s t o p p e d .

I r e a l i z e  t i m e  is g e t t i n g  s h o r t  f o r  c o n s i d e r a t i o n  of t h e  
b i l l  in t h e  House, b u t  I c o n s i d e r  t h e  i s s u e  i m p o r t a n t  e n o u g h  
t o  p a s s  t h e  b i l l  on t o  t h a t  body.

T h a n k  y o u  f o r  y o u r  e x p e d i t i o u s  c o n s i d e r a t i o n  of t h i s  
r e q u e s t ,  a n d  of S B  411.

B e s t  regards^ )

S e n a t o r  K e n  F a n n i n g

K F / j w m



Register 98, July 1986 SOURCES
I

11 AAC 18.200
11 AAC 20.010

and outdoor recreation, Department of Natural 
Resources: CHAPTER 20.

STATE PARK LAND AND WATER
(8) “ permit”  means a written authorization 

to engage in uses or activities that are otherwise 
prohibited or restricted;

Article
(11 AAC 20 .010-11 AAC 20.050) 

2. Kachemak Bay State Park
1. Chugach State Park

(9) “ state park”  means any land or water 
managed by the division. (Eff. 1/13/73, Reg. 44; (11 AAC 20.100-11 AAC 20.120)

3. Kachemak Bay State Wilderness Parkam 5/11/85, Reg. 94) (11 AAC 20.200-11 AAC 20.220) 
4. Wood-Tikchik State ParkAuthority: AS 41.21.020 

AS 41.21.040 
AS 41.21.955 (11 AAC 20.300-11 AAC 20.390) 

5. Denali State Park
(11 AAC 20.400-11 AAC 20.430)

6 . Caines Head State Recreation Area 
(11 AAC 20.440-11 AAC 20.450)

7. Chena River State Recreational Area 
(11 AAC 20.460-11 AAC 20.485)

8 . Quartz Lake State Recreation Area 
(11 AAC 20.500-11 AAC 20.520)

9. Nancy Lake State Recreation Area 
(11 AAC 20.540-11 AAC 20.555)

10. Captain Cook State Recreation Area 
(11 AAC 20.600-11 AAC 20.620)

11. Chilkat State Park
(11 AAC 20.650-11 AAC 20.665)

12. Alaska Marine Parks
(11 AAC 20.750-11 AAC 20.765)

13. Shuyak Island State Park
(11 AAC 20.800-11 AAC 20.810)

14. Kenai River Special Management Area 
(11 AAC 20.850-11 AAC 20.870)

15. Special Provisions
(11 AAC 20.905-11 AAC 20.990)

ARTICLE 1.
CHUGACH STATE PARK

Section 
10. Use of weapons 
20. Off-highway vehicles 
20. Aircraft 
25. Power boats 
30. Horses 
35. Campfires 
40. Snow vehicles 
45. Recreational gold panning 
50. Bicycles
I I  AAC 20.010. USE OF WEAPONS, (a)

E xcep t as p rov ided  by (b) o f  th is sec tio n , th e  
, use and  d ischarge o f  a w eapon  for th e  p u rpo se  
V- o f  law fu l h u n tin g  o r  tra p p in g  is a llow ed  in

11-15
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Register 98, July 1986 NATURAL RESOURCES 11 AAC 20.010
11 AAC 20.030

Chugach State Park, except within one-half mile 
o f a developed facility.

f (b) The use ar.d discharge o f a firearm is pro­
hibited within the following drainages:

( I )  Eklutna River excluding the east fork of 
Eklutna River and Thunderbird Creek above 
Thunderbird Falls;

' (2) Eagle River and all tributary drainages
V downstream from the gorge located at the south- 
| west comer of Section 24. T13N, R1E, S.M.;
/ (3) all forks o f Campbell Creek:I %

(4) Rabbit Creek:
(5) McHugh Creek; and
(6) Rainbow Creek. (Eff. 1/16/74, Reg. 48; 

am 8/11/80, Reg. 75; am 5/11/85, Reg. 94) 
Authority: AS 41.21.020 AS 41.21.040

AS41.21.022 AS 41.21.121
11 AAC 20.015. OFF-HIGHWAY VEHICLES.

(a) The use of off-highway vehicles is allowed in 
Chugach State Park only on Eklutna Lake Road 
and logging trails in Bird Creek Valley.
(b) No person may operate an off-highway ve­

hicle from 12:01 a.m. Thursday through 11:59 
p.m. Saturday on Eklutna Lake Road. (Eff. 
5/11/85, Reg. 94)

Authority: AS 41.21.020 
AS 41.21.040 
AS 41.21.121

11 AAC 20.020. AIRCRAFT, (a) Except as 
provided by (b) o f this section, the use o f air­
craft is allowed in Chugach State Park on

(1) Bold airstrip located at the inlet o f 
Eklutna Lake;

(2) Mirror Lake; and
(3) Eklutna Lake.

(b) The use of aircraft for the purpose o f

practice landing is prohibited. (Eff. 5/11/85, 
Reg. 94)

Authority: AS 41.21.020 
AS41.21.040 
AS 41.21.121

11 AAC 20.025. POWER BOATS. The use o f 
power boats is allowed in Chugach State Park on 
Eklutna Lake. (Eff. 5/11/85, Reg. 94)

Authority: AS 41.21.020 
AS 41.21.040 
AS41.21.12l

11 AAC 20.030. HORSES, (a) The use o f 
horses, mules, and burros is allowed in Chugach 
State Park, except for

(1) designated campgrounds, swim beaches, 
and picnic areas;

(2) the Eagle River Valley from Crow Pass to 
the Eagle River Visitor Center, except by per­
mit from the director under 11 AAC 18.010;

(3) Meadow Creek Drainage;
(4) the Old Johnson Trail from Potter to 

Indian;
(5) Section 29, T12N, R2W, S.M., west o f 

the powerline easement, except that one trail 
between the powerline easement and the Glen 
Alps parking lot will be designated for summer 
use o f horses;

(6) Flattop Mountain Trails; and
(7) all trails in the Hillside Trail System 

(North Fork o f Campbell Creek to and including 
Rabbit Creek), which may be closed seasonally 
to horse use to control break-up problems and 
use conflicts with ski trails.
(b) The use o f horses, mules, and burros is 

subject to the following conditions:
(1) groups using 10 or more animals must 

obtain authorization from the director under 
11 AAC 18.010 before entering the state park;

(2) tethering horses, inulcs. or burros within 
100 feet o f fresh water is prohibited;



Register 99, October 1986 NATURAL RESOURCES

*

(10) “ state park land”  means the state land 
managed by the division and designated for use 
as public recreation land and includes waysides, 
recreation areas, parks and historic sites;

(11) “ state park”  means any land or water 
managed by the division;

(12) “ vehicle”  means any device for carry­
ing persons or objects over land, water, or 
through the air, including automobiles, snow- 
machines, bicycles, off-road vehicles, motorized, 
boats, and aircraft;

(13) “ firearm”  includes a pistol, rifle, 
shotgun, revolver, mechanical, gas, or air- 
operated gun;

(14) “ weapon”  includes a bow and arrow, 
slingshot, crossbow, or firearm;

(15) “ developed facility”  includes a boat 
ramp, campground, picnic area, rest area, visitor 
information center, swim beach, trailhead, road, 
parking area, or developed ski area;

(16) “ stationary gear”  means gear set from or 
retrieved to the shore above mean low tide, or 
operated on the shore between mean low and 
high tide, including set gill nets and beach seines. 
(Eff. 8/1/68, Reg. 27; am 1/13/73, Reg. 44; am 
5/11/85, Reg. 94; am 8/10/86, Reg. 99)

Authority: AS 41.21.020 
AS 41.21.040 
AS 41.21.955

11-6.5



§ 41.21.022 Alaska Statutes S upplement § 41.21.022

compatible use within a state park or recreational area. (§ 2 ch 158 
SLA 1959; am § 1 ch 233 SLA 1970; am § 3 ch 30 SLA 1981; am §§ 1, 
2 ch 78 SLA 1981; am § 1 ch 16 SLA 1984; am § 40 ch 106 SLA 1986)

R e v is e r ’s  n o te s .  — In  subsection  (b) o f 
th is  section, th e  ph rase  "a  com patib le use” 
was su b s titu ted  for th e  w ord "com patib le” 
in  1984 to correct a  m an ifest e rro r  o f  om is­
sion.

E ffe c t  o f  a m e n d m e n ts .  — T h e  1984 
am en d m en t added subsection (b).

T he 1986 am endm en t, effective J a n u ­
a ry  1, 1988, added "co n trac ting  fo r im ­
provem en t and  developm ent u n d e r  th is  
p a rag ra p h  is governed by AS 36.30 (S ta te  
P rocurem en t Code)" a t  th e  end o f  p a ra ­
g rap h  (5) o f subsection (a).

E d i to r ’s  n o te s . — P rio r to  J a n u a ry  1, 
1988, subsection  (a) reads a s  follows: "(a) 
T h e  D ep artm en t o f  N a tu ra l Resources 
sh a ll

"(1) develop a  con tinu ing  p lan  for the 
conservation  and m axim um  use in  the  
pub lic  in te re s t  o f th e  scenic, h istoric , 
archaeologic, scientific, biological, and 
rec rea tio n a l resources of th e  sta te ;

"(2) p la n  for an d  develop a  system  of 
s ta te  p a rk s  and  recreatio n al facilities, to 
be  estab lished  a s  th e  leg is la tu re  a u th o ­
rizes  an d  directs;

"(3) acq u ire  by g ift, purchase, o r t r a n s ­
fe r  from s ta te  o r federal agencies, o r  from  
in d iv id u a ls , corporations, p a r tn e rsh ip s  or 
associations, land necessary, su itab le  and  
p ro p er for roadside, picnic, rec rea tio n a l o r 
p a rk  purposes;

"(4) contro l, develop and m ain ta in  s ta te  
p a rk s  and  recreatio n al areas;

"(5) provide for th e  acquisition , care , 
con tro l, superv ision , im provem ent, devel­
opm ent, ex tension  an d  m ain ten an ce  o f 
p ub lic  recreational lan d , and m ake  neces­
sa ry  a rran g em en ts , con tracts o r  com m it­
m en ts  for th e  im provem ent a n d  develop­

m en t o f land acquired  u n d e r  AS 41.21.010 
— 41.21.040;

"(6) adopt, in  accordance w ith  th is  sec­
tion  a n d  the  A dm in istra tive  Procedure 
Act (AS 44.62), reg u la tions governing th e  
use an d  d esignating  incom patib le uses 
w ith in  th e  boundaries o f  s ta te  p a rk  and 
recreational a re a s  to p ro tec t th e  p roperty  
and  to  preserve th e  peace;

"(7) cooperate w ith th e  U nited  S ta tes 
and  its  agencies and  local subdivisions o f 
th e  s ta te  to secu re  th e  effective superv i­
sion, im provem ent, developm ent, exten­
sion, an d  m ain tenance  of s ta te  parks, 
s ta te  m onum ents, s ta te  h isto rical areas, 
an d  s ta te  recreational a rea s , an d  secure 
ag reem en ts  o r con tracts for the  purpose of 
AS 41.21.010 — 41.21.040;

"(8) encourage th e  o rganization  o f s ta te  
public  p a rk  and recreational activ ities  in 
th e  local political subdivisions o f the  
s ta te ;

"(9) provide for consu lting  service de­
signed  to develop local p a rk  and recre­
a tio n  facilities a n d  program s;

"(10) provide c learing-house services 
fo r o th er s ta te  agencies concerned w ith  
p a rk  and recreatio n  m atte rs ; and

"(11) perform  o th e r  d u ties a s  a re  pre­
scribed by executive order o r by law ,

"(12) m ain ta in  m em orials to A laska  
v e te ran s  located in  s ta te  p arks;

"(13) adopt, in  accordance w ith  th e  Ad­
m in is tra tiv e  P rocedure Act (AS 44.62), 
reg u la tio n s govern ing  th e  use o f th e  
C h en a  R iver S ta te  R ecreation A rea and 
d esig n a tin g  incom patible uses w ith in  the  
boundaries o f  th e  C hena  R iver S ta te  Rec­
rea tio n  A rea in accordance w ith AS 
41.21.490."

Sec. 41.21.022. Discharge o f firearms. The discharge of firearms 
during lawful hunting, trapping, and fishing is permitted within the 
boundaries of: (1) Caines Head State Recreation Area; (2) Chena River 
State Recreation Area; (3) Chugach State Park; (4) Denali State Park;
(5) Kachemak Bay State Park; (6) Kachemak Bay State Wilderness 
Park; (7) Marine Parks established in AS 41.21.300 — 41.21.306; (8) 
Quartz Lake State Recreation Area; and (9) Wood-Tikchik State Park, 
except that all or part of a state park, marine park, wildlife preserve, 
or recreation area may be closed to the discharge of firearms by regu­
lations adopted by the department for purposes of public safety or,

68



§ 41.21.026 Public Resources § 41.21.027

with the concurrence of the Board of Game, for limited areas of 
Chugach State Park for public display of local wildlife under AS 
41.21.121. (§ 1 ch 126 SLA 1984)

Sec. 41.21.026. Fees for the use o f state park system facilities,
(a) The department may charge or collect a fee in a park unit for

(1) rental of public use cabins or other overnight lodgings;
(2) overnight use of a developed campsite;
(3 ) special park use permits;
(4) competitive and exclusive commercial use permits;
(5) noncompetitive and nonexclusive commercial use permits;
(6) use of a sewage holding tank dump station;
(7) guided tours of historic sites; and
(8) use of an improved boat ramp in a park facility developed princi­

pally for boat launching.
(b) The department may not charge or collect a fee for an ordinary 

use of a park unit or the use of a restroom in a park unit.
(c) The department shall establish the fees that may be charged or 

collected under (a) of this section by regulation. Before setting the 
fees, the department shall consider at public hearings

(1) the cost to the state of operating the facility or managing the 
activity;

(2) the normal fees charged for similar facilities or activities by 
governmental and nongovernmental entities;

(3 ) the cost of administering a fee collection program for the facility 
or activity; and

(4) the public interest.
(d) In this section, "developed campsite” means a campsite having 

access to the following public facilities:
(1) restrooms;
(2) a picnic table;
(3 ) an outdoor cooking facility; and
(4) an approved water source. (§ 1 ch 89 SLA 1987)
Effective dates. —  Section 5, ch. 89, SLA 1987 provides th a t regulations exist-

SLA 1987, makes this section effective ing on June 18, 1987 that are otherwise
June 18, 1987, in accordance with AS applicable to user fees remain in effect
01.10.070(c). until regulations are adopted under (c) of

E d ito r’s notes. —  Section 4, ch. 89, this section.

Sec. 41.21.027. Concession contracts in the state park system,
(a) Subject to the restrictions in this section, the state may enter into 
concession contracts under AS 3 6  to provide services or construct facil­
ities in a park unit.

(b) The state may not enter into a concession contract under (a) of 
this section if the proposed contract involves estimated annual gross 
receipts of more than $100,000, construction of facilities, a term Ion-
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1 IN THE SENATE BY THE RESOURCES COMMITTEE 

CS FOR SENATE BILL NO. 411 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A  BILL

For an Act entitled: "An Act relating to the use of firearms in state

parks, state marine parks, state wildlife preserves, 

and state recreation areas."

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

* Section 1. LEGISLATIVE FINDINGS. The legislature finds that lawful

11 hunting activities, when conducted safely, are compatible with other public

12 uses in state parks, state marine parks, state wildlife preserves, and

13 state recreation areas. The legislature further recognizes that because of

14 the wild and remote nature of many state parks and recreation areas, the

15 possession and use of a firearm may be necessary to personal safety. The

16 legislature therefore finds that a statewide policy regarding the use of

17 firearms in state parks, state marine parks, state wildlife refuges, and

18 state recreation areas is in the public interest.

19 * Sec. 2. AS 41.21.022 is repealed and reenacted to read:

20 Sec. 41.21.022. DISCHARGE OF FIREARMS. (a) The discharge of

21 firearms during lawful hunting, trapping, and fishing is permitted

22 within the boundaries of a state park, state marine park, state wild-

23 life preserve, or state recreation area except that the commissioner

24 may regulate the use of a firearm or other weapon for reasons of

25 public safety within one-half mile of the following areas if the areas

26 are posted:

27 (1) a trail head;

28 (2) a boat launch;

29 (3) an improved camp site;

SB04llb -1- CSSB 411(Res)



(4) a  v i s i t o r  c e n t e r ;

(5) a p i c n i c  a r e a ;

(6) a p u b l i c  u s e  c a b i n ;

(7) a  h ig hw a y  w a y s i d e ;

(8) a  l o o k o u t  o n  a n  e s t a b l i s h e d  t r a i l  s y s t e m ;  o r

(9) a p a r k i n g  a r e a .
(b) 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  u s e  o f  a  f i r e a r m  o r  o t h e r  

l e g a l l y  p o s s e s s e d  w eapon  i n  d e f e n s e  o f  l i f e  a n yw h e r e  w i t h i n  a  s t a t e  

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

a r e a .

CSSB 411(Res) -2 - SB0411b



BY FANNING, FAIKS, FAHRENKAMP, 
FISCHER, ABOOD, KELLY, RODEY

1 IN THE SENATE AND COGHILL

2 SENATE BILL NO. 411

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FIFTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the use of firearms in state

7 parks, state marine parks, state wildlife preserves,

8 and state recreation areas."

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

10 * Section 1. LEGISLATIVE FINDINGS. The legislature finds that lawful

11 hunting activities, when conducted safely, are compatible with other public

12 uses in st-ate parks, state marine parks, state wildlife preserves, and

13 state recreation areas. The legislature further recognizes that because of

14 the wild and remote nature of many state parks and recreation areas, the

15 possession and use of a firearm may be necessary to personal safety. The

16 legislature therefore finds that a statewide policy regarding the use of

17 firearms in state parks, state marine parks, state wildlife refuges, and

18 state recreation areas is in the public interest.

19 * Sec. 2. AS 41.21.022 is repealed and reenacted to read:

20 Sec. 41.21.022. DISCHARGE OF FIREARMS. (a) The discharge of

21 firearms during lawful hunting, trapping, and fishing is permitted

22 within the boundaries of a state park, state marine park, state wild-

23 life preserve, cr state recreation area except that the commissioner

24 may regulate the use of a firearm or other weapon for reasons of

25 public safety within one-quarter mile of the following areas if the

26 areas are posted:

27 (1) a trail head;

28 (2) a boat launch;

29 (3) an improved camp site;
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(4) a visitor center;

(5) a picnic area;

(6) a public use cabin;

(7) a highway wayside;

(8) a lookout on an established trail system; or

(9) a parking area.

(b) This section does not prohibit the use of a firearm or other 

legally possessed weapon in defense of life anywhere within a state 

park, state marine park, state wildlife preserve, or state recreation 

area.
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BY BINKLEY 
SENATE BILL NO. 412 

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

A BILL
For  an  Ac t  e n t i t l e d :  "An Act c r e a t i n g  a p r e s u m p t i o n  o f  i n t e n t  t o  s e l l

a l c o h o l i c  b e v e r a g e s ;  and p r o v i d i n g  f o r  an e f f e c t i v e  
d a t e . "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t i o n  1. AS 04.11.010 i s  amended by a d d i n g  a new s u b s e c t i o n  t o  r e a d :

(c) I n  a c r i m i n a l  p r o s e c u t i o n  f o r  p o s s e s s i o n  o f  a l c o h o l i c  b e v e r ­
a g e s  f o r  s a l e  i n  v i o l a t i o n  o f  (a) o f  t h i s  s e c t i o n ,  t h e  f a c t  t h a t  a 
p e r s o n  p o s s e s s e d  12 l i t e r s  o r  more o f  d i s t i l l e d  s p i r i t s ,  24 l i t e r s  o r  
more o f  w in e ,  o r  45 l i t e r s  o r  more o f  m a l t  b e v e r a g e s  i n  an  a r e a  where  
t h e  s a l e  o f  a l c o h o l i c  b e v e r a g e s  i s  p r o h i b i t e d  u n d e r  AS 04.11.490, 
04.11.492, 04.11.496, o r  04.11.500 c r e a t e s  a p r e s um p t i o n  t h a t  t h e
p e r s o n  p o s s e s s e d  t h e  a l c o h o l i c  b e v e r a g e s  f o r  s a l e .

* Sec .  2. T h i s  A c t  t a k e s  e f f e c t  J u l y  1, 1988.
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