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and all individuals is needed to maximize existing 

shelter possibilities for the homeless. More private 

sector cont*' jtiuns to this effort will be needed as 

State revenues decline.

(10) Demand will rise to meet all available State revenues 

for multiple housing development as soon as funds for 

such development become available. Action in support 

of such development on the State level should be swift 

and consider all existing and new proposals that could 

and would be submitted for State funds prior to 

December 1983. Awards should be made shortly 

thereafter and construction should begin as soon as the 

1984 season will allow.

A new level of housing service delivery is now needed for 

lcw-co-moderate income Alaskans. Every effort should be made to 

learn from past examples of projects attempting to meet such need, 

and to create future projects full of fresh perspectives and 

workable alternatives for this growing population of Alaskan 

citizens. Further investigations of rental housing unit delivery 

should be undertaken by the State as soon as "possible, with the 

ultimate goal of constructino a viable prototype project during 

the 1984 construction season.





A. Purpose

Multiple Unit low rent housing can be made available through State 

of Alaska construction grants, similar to Senior Citizen Housing 

Development now offered. Grants could be used to cover all phases 

of the development, including, but not limited to:

- Euilding site purchase

- Site preparation

- Plans and specification preparation

- Purchasing materials

- Financing construction

Grants could also be used to finance planning, rehabilitation or 

renovation projects to modernize, repair or alter existing low 

rent units.

Finally, grants could be used to leverage federal, local or 

private funds available tv, any project.

3. Proiects-in-Partnership

It is the experience of the Senior Citizen Housing Development 

Program that locai housing problems are best solved ac the local 

level. An enphasis should be placed on the local commitment and 

support of any State funded public housing construction project. 

It is 'recommended that a steering con *"tee • o f  seven ■ to fifteen 

individuals be formed for each projects This committee should be 

authorized to receive and expend project" funds-'on behalf of any 

organized' local government"operating" at ' the project location.' In: 

the absence of an o r g a n i z e d l o c a l  g o v e r n m e n t ^  this.-committeev 

should establish itself as a 1egal non-profit entity to- sponsor ’ 

and manage the project from planning- through const ruction = and o n : 

into ownership and operation. ' Issues such as site selection, 

design criteria, and so on are all established and handled by this: 

sponsorship ̂ group regardless of local government organization or 

lack thereof.
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C. Grant Specifications

Grant applications for either a planning grant or a construction 

grant could be accepted and reviewed by the State. • Planning

grants would be awarded-.on a per unit: basis' foria minimum o f  1% 'of

total project ■ cost"up-’to----a -specif ied 1 maximum- amount and-icould- be 

usea-for-*-various‘‘pl'anriing'*cat'egories, such as:

- determining the project feasibility

- developing a management plan

- site acquisition, including land purchases,

options, long term leases, purchase agreements,

condemnations, donations or pledges to donate

- project desi^ specialists for soils analysis,

building design, construction management and 

general project management

Planning grant award is not considered a commitment to fund a

constr Jtion grant.

Construction grant awards can be- used to full^ or partially- fund 

the actual construction or renovation - of 1l '«"‘income multiple 

-housing- projects.. Grants -could be awarded competitively on an 

annual-'-scnedule coinciding" with • construction ‘-seasons- and 

scheduling. ■** An- annual--- grant*- deadline o f  January 31st would be 

•anticipated.-^

Fund maximums on a per unit basis should be developed and include 

all funds available from any source for a specific project.

Ninety-- percent, of the - ’construction-"funds.'are available '"during, 

construction based on the construction grant agreement signed with 

'the-*-State.'-* Ten p e r c e n t . or: the grant "is-, payable., upon project 

■-completion and final project audit. Fund limitations could be

waived upon review in the case of extraordinary remote site 

development costs.



D. Grant Application Process

The application' process for grant funds should include the six 

major steps of:

1. Organization/Needs Assessment

2. Determination of Funding Options

3. Preparation of Feasibility Demonstration Proposal

4. Preparation of Project Management Plan

5. Submission cf Project Budget/Project Schedule

6. Construction Grant Award/Execution of Contract Grant 

Agreements

The application/award process is only a portion of total project 

execution. The full project includes grant application, grant 

award, construction, occupancy and operation steps, and audit and 

evaluation procedures. Sponsoring agencies are advised of total 

project development steps and work with the State -hrough all 

phases.

E. Program Creation
“ w*

As financing of multiple unit low-income housing grants is a new 

arena for State government, time is required to finalize such a 

program. As there exists a prototype for housing construction 

grant award in the Senior Citizens Housing Development Grant 

Program, regulation drafting, form creation, program 

advertisement, application review and project award systems exist 

within Coinnunity and Regional Affairs, Housing Assistance 

Division. Information on existing programs and review of 

legislation to create new multiple unit low-income funds is 

available or. an ongoing basis :rom Division staff.
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F . Author1s Note:

”his document has been written at legislative request, The 

statements contained herein result from the cumulative experiences 

of staff of the Housing Assistance Division within Community and 

Regional Affairs. All statistical information is taken from the 

Ala^'-an Statewide Housing Needs Study: Phase I and II Reports,

March 1983, CH2M Hill and associated authors. Specific reference 

citations for further study are available upon request through the 

division.
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P A R T  III 

S T A T I S T I C A L  IN F O R M A T I O N



Low and Moderate Income 
Households Served by 
Rental Assistance and Home 
Ptircnase Programs

Low and Moderate 
Income Households 
Unable to Meet 
Affordability Standards

P R O P O R T I O N  OF LOW- A N D  M O D E R A T E - I N C O M E  
H O U SE H O L D S  U NA BLE T O  M EET A F F O R D A B I L I T Y  S T A N D A R D S  

W I T H I N  T H E  S T A T E  A N D  R E G IO N S

A L L  H O U S E H O L D S

S T A T E

A N C H O R A G E

U R B A N

R U R A L

R E M O T E

D IS T R IB U T IO N  O F  LOW - A N D  M O D E R A T E - IN C O M E  H O U S E H O L D S  
U N A B L E  T O  M E E T  A F F O R D A B IL IT Y  S T A N D A R D S  A M O N G  R E G IO N S

{Representi shaded  a m ! hatched  areas in above bar chart. The  
percentages inside the u edges represent each region's share o f  the 

entire universe o f neai. Those ou tside  the t o ile  represent the 
share of universe of need th a t is being served by  ren ta l 

nssixtunic itn d  hom e purchase program s. /

FIGURE 3-1HOUSING AFFORDABILITY
ALASKAN STATEWIDE HOUSING NEEDS STUDY
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P R O P O R T I O N  O F  O V E R C R O W D E D  H O U S E H O L D S  
W I T H I N  T H E  S T A T E  A N D  R E G IO N S

A L L  H O U S E H O L D S ;o o%

D IS T R IB U T IO N  O F  O V E R C R O W D E D  
H O U S EH O LD S  A M O N G  R EG IO N S

(Represents shaded  ureas 
in above b a r chart)

F IG U R E  3-2SUFFICIENT LIVING SPACE
a LASKAN s t a t e w i d e h o u s i n g  n e e d s s t u d y
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E3a C h a p t e r  3
a  a  H O U S I N G  S U P P O R T  P R O G R A M S

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

m e a s u r e m e n t  o f  t h e  o v e r l a p .  N e v e r t h e l e s s ,  t h e  p r e s e n t a t i o n  
o f  h o u s i n g  n e e d s  o n  t h e  b a s i s  o f  t h i s  c l a s s i f i c a t i o n  p r o ­
v i d e s  s i g n i f i c a n t  i n f o r m a t i o n  b e a r i n g  o n  t h e  p r o g r a m s  t h a t  
e x i s t ,  o r  c o u l d  e x i s t ,  in r e s p o n s e  to t h o s e  nee-us.

H o u s i n g  n e e d s ,  a n d  the e x t e n t  to w h i c h  h o u s e h o l d s  in n e e d  
a r e  b e i n g  s e r v e d  b y  S t a t e  a n d  F e d e r a l  h o u s i n g  p r o g r a m s ,  a r e  
p r e s e n t e d  g r a p h i c a l l y  in F i g u r e s  3-1 t h r o u g h  3-4. T h e s e  b a r  
c h a r t s  i l l u s t r a t e  the s i z e  o f  t h e  g r o u p  w i t h  p a r t i c u l a r  n e e d s ,  
o r  t h a t  r e c e i v e  c e r t a i n  s e r v i c e s ,  f o r  t h e  e n t i r e  S t a t e ,  as 
w e l l  as w i t h i n  the f o u r  f u n c t i o n a l  r e g i o n s  d e f i n e d  b y  t h i s  
s t u d y  (see A p p e n d i x  B, F u n c t i o n a l  R e g i o n s  o f  t h e  S t a t e ) .
T h e  l e n g t h  of t h e  w h o l e  b a r  r e p r e s e n t s  a l l  o f  t h e  h o u s e h o l d s  
in A l a s k a ,  w h i l e  the s h a d e d  a n d  h a t c h e d  a r e a s  i n d i c a t e  the 
p o r t i o n  of  h o u s e h o l d s  in n e e d  and, in s o m e  c a s e s ,  t h e  p r o­
p o r t i o n  of h o u s e h o l d s  p r e s e n t l y  b e i n g  s e r v e d  b y  p r o g r a m s .
T h e  a c c o m p a n y i n g  p i e  c h a r t s  a r e  p r e s e n t e d  to i n d i c a t e  the 
d i s t r i b u t i o n  of n e e d s  a n d  s e r v i c e  p r o v i s i o n  in A l a s k a .

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

H o u s i n g  A f f o r d a b i l i t y  **

o T h e  b a r  c h a r t  in F i g u r e  3-1, H o u s i n g  A f f o r d a b i l i t y ,
s h o w s  t h at, a l t h o u g h  a l m o s t  9 p e r c e n t  (11,362) o f  
a l l  h o u s e h o l d s  in the S t a t e  a r e  h o u s e h o l d s  b e i n g  
s e r v e d  b y  r e n t a l  a s s i s t a n c e  a n d  h o m e  p u r c h a s e  p r o ­
gr a m s ,  o v e r  28 p e r c e n t  (an a d d i t i o n a l  3 7 , 7 7 5  l o w -  
a n d  m o d e r a t e - i n c o m e  h o u s e h o l d s )  a l s o  u n a b l e  to 
m e e t  a f f o r d a b i l i t y  s t a n d a r d s  a r e  n o t  b e i n g  s e r v e d  
b y  p r o g r a m s .

o T h e  p i e  c h a r t  in F i g u r e  3-1, H o u s i n g  A f f o r d a b i l i t y ,
s h o w s  t h a t  t h e  g r e a t e s t  n u m b e r  o f  h o u s e h o l d s  w i t h  
u n m e t  n e e d s  is in A n c h o r a g e ,  a n d  t h a t  o n l y  in the 
r e m o t e  r e g i o n  a r e  a m a j o r i t y  o f  t h o s e  in n e e d  b e i n g  
s e r v e d .

R e n t e r  H o u s e h o l d s

C e n s u s  d a t a  n o t  a v a i l a b l e  f o r  u s e  in the P h a s e  I R e p o r t  i n d i­
ca t e  t h a t  o v e r  1 5 , 0 0 0  l o w -  a n d  m o d e r a t e - i n c o m e  r e n t e r  h o u s e­
h o l d s  w e r e  p a y i n g  m o r e  th a n  35 p e r c e n t  o f  t h e i r  h o u s e h o l d



i n c o m e  f o r  r e n t  a n d  u t i l i t i e s  in  1 9 8 0 .  T h e  p r o p o r t i o n  o f  
t h e s e  r e n t e r s  p a y i n g  m o r e  t h a n  35 p e r c e n t  o f  i n c o m e  for 
h o u s i n g  r a n g e d  f r o m  30 p e r c e n t  o f  r e n t e r  h o u s e h o l d s  in 
A n c h o r a g e ,  24 p e r c e n t  o f  u r b a n  r e n t e r  h o u s e h o l d s ,  27 p e r c e n t  
o f  r u r a l  r e n t e r  h o u s e h o l d s ,  a n d  u p  to 39 p e r c e n t  o f  r e n t e r  
h o u s e h o l d s  in r e m o t e  A l a s k a .  S l i g h t l y  o v e r  h a l f  the total 
n u m b e r  o f  r e n t e r  h o u s e h o l d s  p a y i n g  a n  e x c e s s i v e  p r o p o r t i o n  
o f  i n c o m e  f o r  h o u s i n g  a r e  in A n c h o r a g e ,  w i t h  a n o t h e r  25 p e r­
c e n t  in the u r b a n  r ^ q i o n  a n d  t h e  r e m a i n i n g  25 p e r c e n t  in t h e  
r u r a l  a n d  r e m o t e  rr

O w n e r  H o u s e h o l d s

C e n s u s  d a t a  n o t  avai. or u s e  in t h e  P h a s e  I R e p o r t  i n d i­
c a t e  t h a t  s l i g h t l y  l e s w  ...an 6, 900 o w n e r  h o u s e h o l d s  a r e  p a y­
ing  m o r e  t h a n  35 p e r c e n t  o f  t h e i r  i n c o m e  f o r  m o r t g a g e  p a y­
me n t s ,  ta x e s ,  i n s u r a n c e ,  a n d  u t i l i t i e s .  O w n e r  h o u s e h o l d s  
r e p r e s e n t  31 p e r c e n t  o f  a l l  l o w -  a n d  m o d e r a t e - i n c o m e  h o u s e­
h o l d s  in t h e  s t a t e  p a y i n g  an  e x c e s s i v e  p r o p o r t i o n  of i n c o m e  
fo r  h o u s i n g .  T h e  p r o p o r t i o n  o f  o w n e r  h o u s e h o l d s  p a y i n g  o v e r  
35 p e r c e n t  o f  i n c o m e  for h o u s _ n g  r a n g e s  f r c m  7 p e r c e n t  of 
a l l  A n c h o r a g e  h o m e o w n e r s ,  6 p e r c e n t  o f  u r b a n  h o m e o w n e r s ,
12 p e r c e n t  o f  r u r a l  h o m e o w n e r s ,  a n d  up  to 17 p e r c e n t  o f  h o m e ­
o w n e r s  in r e m o t e  A l a s k a .  A p p r o x i m a t e l y  h a i f  the o w n e r  h o u s e­
h o l d s  p a y i n g  e x c e s s i v e  h o u s i n g  c o s t s  a r e  in A n c h o r a g e  a n d  
th e  u r b a n  r e g i o n ,  a n d  h a l f  a r e  in the r u r a l  a n d  r e m o t e  r e g i o n s .

E l d e r l y  H o u s e h o l d s

o A b o u t  67 p e r c e n t  o f  e l d e r l y  r e n t e r  h o u s e h o l d s  (1,374
o f  2,051) a r e  s e r v e d  b y  r e n t a l  a s s i s t a n c e  p r o g r a m s  
as c o m p a r e d  w i t h  13 p e r c e n t  o f  n o n e l d e r l y  l o w -  a n d  
m o d e r a t e - i n c o m e  h o u s e h o l d s  (3,09-7 o f  25 , 330).

o N e a r l y  72 p e r c e n t  (5,158) of a l l  e l d e r l y  h o u s e h o l d s
a r e  h o m e o w n e r s .  A l t h o u g h  a b o u t  68 p e r c e n t  of t h e s e  
h o u s e h o l d s  h a v e  low a n d  m o d e r a t e  i n c o m e s ,  v e r y  f a w  
a r e  a s s i s t e d  by  the c o m p l e t e  s u b s i d i e s  p r o v i d e d  to 
r e n t e r  h o u s e h o l d s .

S u f f i c i e n t  L i v i n g  S p a c e

o T h e  b a r  c h a r t  in F i g u r e  3-2, S u f f i c i e n t  L i v i n g
S p a c e ,  s h o w s  t h a t  10 p e r c e n t  (13,220) o f  the h o u s e­
h o l d s  in the S t a t e  a r e  o v e r c r o w d e d .  In t h e  r e m o t e  
r e g i o n ,  n e a r l y  h a l f  l a c k  s u f f i c i e n t  l i v i n g  space.

o T h e  p i e  c h a r t  in F i g u r e  3-2 s h o w s  t h a t  t h e r e  a r e
a c t u a l l y  m o r e  o v e r c r o w d e d  h o u s e h ' i d s  in the r u r a l  
r e g i o n  (32 p e r c e n t  o f  t h e  o v e r c r o w d e d  h o u s e h o l d s  
in the S t a t e ,  o r  4 , 2 4 3  h o u s e h o l i s )  t h a n  in r e m o t e  
A l a s k a  (29 p e r c e n t  of the o v e r c r o w d e d  h o u s e h o l d s  
in the S t a t e ,  o r  3 , 8 4 9  h o u s e h o l d s ) . O v e r c r o w d i n g  
a l s o  a f f e c t s  a s u b s t a n t i a l  n u m b e r  o f  A n c h o r a g e  
(2,648) a n d  u r b a n  (2,480) h o u s e h o l d s .
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P h y s i c a l l y  A d e q u a t e  H o u s i n g

o T h e  b a r  c h a r t  in F i g u r e  3-3, H o u s i n g  W i t h o u t  A d e ­
q u a t e  P l u m b i n g ,  s h o w s  t h a t  7 p e r c e n t  o f  t h e  S t a t e ' s  
h o u s e h o l d s  (8,665) l a c k  c o m p l e t e  p l u m b i n g  b y  s t u d y  
s t a n d a r d s ,  w h i l e  10 p e r c e n t  o f  a l l  h o u s e h o l d s  
(13,628) l a c k  c o m p l e t e  p l u m b i n g  b y  c e n s u s  s t a n d­

ar d s .  T h e  g l o s s a r y  ( A p p e n d i x  A) e x p l a i n s  t h e  d i f ­
f e r e n c e s  in t h e s e  s t a n d a r d s .

o S t a t e w i d e ,  the t o t a l  nu.nber o f  h o u s i n g  u n i t s  w i t h
a n  i n a d e q u a t e  s e a t i n g  s y s t e m ,  h o u s e s  w i t h  n o  h e a t  
a n d  w i t h  r>' f l u e s ,  is e s t i m a t e d  at  2 p e r c e n t  ( 3 , 0 1 3 ) .

o T h e  p i e  c h a r t s  in F i g u r e  3-3 s h o w  t h a t ,  a c c o r d i n g
to c e n s u s  s t a n d a r d s ,  t h e  n e e d  f o r  c o m p l e t e  p l u m b­
in g  is g r e a t e s t  in r e m o t e  A l a s k a ,  f o l l o w e d  b y  t h e  
r u r a l  r g i o n .  By s t u d y  s t a n d a r d s ,  the r u r a l  r e g i o n  
h a s  o v e r  h a l f  the S t a t e ' s  n e e d  w i t h  u r b a n  p l a c e s  
n e x t .

N e e d  for H o u s i n g - R e l a t e d  S e r v i c e s

o O l d e r  A l a s k a n s  e x p r e s s  t h e  n e e d  f o r  a r a n g e  of
h o u s i n g  o p t i o n s  th a t  a c c o m m o d a t e  t h e i r  c h a n g i n g  
r e q u i r e m e n t s .  M a n y  h a n d i c a p p e d  p e o p l e  c o u l d  a l s o  
b e n e f i t  f r o m  a w i d e r  r a n g e  o f  h o u s i n g  o p t i o n s  a n d  
l i v i n g  s i t u a t i o n s .

o T h e  u n a v a i l a b i l i t y  of h o m e  suppo.rt s e r v i c e s  a n d
s e m i - i n d e p e n d e n t  l i v i n g  o p t i o n s  c o n t r i b u t e s  d i r e c t l y  
to t h e  i n s t i t u t i o n a l i z a t i o n  o f  h a n d i c a p p e d  p e r s o n s .  
S o m e  758 p e r s o n s  (40 p e r c e n t )  o f  t h e  i n s t i t u t i o n a l­
iz e d  h a n d i c a p p e d  c o u l d  be " d e - i n s t i t u t i o n a l i z e d "  
if s u i t a b l e  h o u s i n g - r e l a t e d  p r o g r a m s  w e r e  a v a i l a b l e .

o D i s t r i b u t i o n  of h o u s i n g - r e l a t e d  p r o g r a m s  is s k e w e d
t o w a r d  A n c h o r a g e  a n d  the u r b a n  r e g i o n ,  the p o p u l a ­
ti o n  in r u r a l  A l a s k a  is u n d e r - r e p r e s e n t e d  a m o n g  
the h o u s e h o l d s  s e r v e d ,  a n d  a l m o s t  n o  s e r v i c e s  a r e  
p r o v i d e d  in r e m o t e  A l a s k a .

o A l m o s t  s e v e n - e i g h t s  of the e x i s t i n g  h o m e  s u p p o r t
p r o g r a m  c l i e n t s  (28,372 of 3 3 , 653) a r e  e l d e r l y  
p e r s o n s .  M e n t a l l y  h a n d i c a p p e d ,  e m o t i o n a l l y  d i s ­
tu r b e d ,  a n d  s e v e r e l y  p h y s i c a l l y  h a n d i c a p p e d  p e o p l e  
a r e  r e c e i v i n g  m u c h  le s s  s e r v i c e  p r o p o r t i o n a l  to 
their, n u m b e r s .

3 - 5
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STATE OF ALASKA

FISCAL NOTE Revision Date__________ , 1983

I .  REQUEST I I .  F I S C A L  D E TA I L
B i 11 / R e s o l u t i o n  N o . :  S.B. 252_____________  Agency  A f f e c t e d :  Commerce & Econ. Dvlpmt.

T i t l e :  Reappropriating a i d a  funds_________Program C a t e g o r y  A f f e c t e d : _ _____________________
SponsorT  J o s e p h s o n / F i s c h e r ________ BRU, Program o f  S u b p r o g r a m ^ ) A f f e c t e d :
R e q u e s t o r :  Alaska Industrial Development Authority

EXPENDITURES/REVENUES: ( T h o u s a n d s  o f  Do l l a r s )
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERV ICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, C LAIM S,  E TC

TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL L5.000

REVENUE

rUNDING: ( T h o u s a n d s  o f  D o l l a r s )
GENERAL FUND 
FEDERAL FUNDS 
OTHER ( S p e c i f y  S o u r c e )

Alaska Industrial Dvlpmt. Authoriy

I b ’.OUU

Multi-Family Housing Loan Security

POSITIONS:
Fund

FU L L - T IM E
PART-TIME
TEMPORARY

I I I .  SOURCE OF FUNDS TO O F F S E T  F I S C A L  IMPACT OF B I L L :

IV. ANALYSIS:  A t t a c h  a s e p a r a t e  page f o r  a n y A n a l y s i s

Prepared  By: Bertram L. Wagnon ^  Phone: 274-1651
D i v i s i o n :  A la ska  I n d u s t r i a l  DeV'elopmgfiy  \ A u th o r i t y   Da te :  4/22/83

Approved  by C o m m i s s i o n e r :  V_ '   Da te :  M/d / a J ___
D e p a r tm en t :      I

D i s t r i b u t i o n :
O r i g i n a l  to  L e g i s l a t i v e  F i n a n c e
Copy t o  O f f i c e  o f  Management and Budge t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )
Copy t o  Depar tm en t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )
Copy t o  Sponso r
Copy t o  R e q u e s t o r  ( i f  d i f f e r e n t  f r om  S p o n s o r )  3/8/83
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DOCUMENT- 1 OF 1 PAGE = 2 OF 3
T H IR T E E N T H  L E G IS L A T U R E  -  F IR S T  S E S S IO N

A B I L L
FOR AN ACT E N T IT L E D :
"AN ACT T R A N S FER R IN G  AND R E A P P R O P R IA T IN G  A PO RTIO N  OF AN 
A P P R O P R IA T IO N  MADE TO TH E M U L T IF A M IL Y  HOUSING LOANS 
S E C U R IT Y  FUND IN  TH E A LA SKA  IN D U S T R IA L  DEVELO PM ENT A U TH O R ITY  
TO THE LOW -COST AND LOW INCOME M U L T IP L E  F A M ILY  HOUSING 
DEVELO PM ENT FUND IN  TH E DEPARTM ENT OF COMMUNITY AND 
R EG IO N A L A F F A IR S ; AND P R O V ID IN G  FOR AN E F F E C T IV E  D A T E ."
B E  I T  EN ACTED  BY T .IE  L E G IS L A T U R E  OF TH E S T A T E  OF A LA S K A :

« S E C T IO N  1 . A L L  R IG H T , T I T L E  AND IN T E R E S T  IN  S T A T E  OF 
A LA SKA  C E R T IF IC A T E S  OF D E P O S IT  HELD IN  TH E M U L T IFA M ILY
h o u s in g  l o a n s  s e c u r i t y  f u n d  o f  t h e  a l a s k a  i n d u s t r i a l

DEVELO PM ENT A U TH O R ITY  IN  AN AMOUNT NOT TO EX C EED  
$ 1 5 ,0 0 0 ,0 0 0  IN  UN PAID  P R IN C IP A L  ON TH E E F F E C T IV E  DATE OF 
T H IS  A C T , AND A L L  R IG H T , T I T L E ,  AND IN T E R E S T  IN  M ORTGAGES, 
N O TES , AND OTHER IN STRU M EN TS OF S E C U R IT Y  MADE IN  
CONNECTION W ITH THO SE C E R T IF IC A T E S  OF D E P O S IT , HELD IN  THE
M U L T IF A M IL Y  HOUSING LOANS S E C U R IT Y  FUND OF THE A LA SKA  
IN D U S T R IA L  DEVELO PM ENT A U TH O R ITY  ON TH E E F F E C T IV E  DATE OF

S B 2 5 2  DOCUMENT- 1 OF 1 PAGE == 3 OF 3
T H IS  A C T , I S  T R A N SFER R ED  AND A P P R O P R IA T ED  TO TH E LOW -COST 
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M U L T IP L E  F A M ILY  HOUSING DEVELO PM ENT FUND IN  TH E DEPARTM ENT 
OF COMi .U N IT Y  AND R EG IO N A L A F F A IR S .
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STATE OF ALASKA

FISCAL NOTE Revision Date , 1383

I. REQUEST
B i 11/ R e s o l u t i o n  N o . :  S .B .  252 
T i t l e :  Reappropriating AIDA funds 
S p o n so r :  Josephson/Fischer

R e q u e s t o r : _________________________

I I .  F I S C A L  D E TA I L
A ge n cy  A f f e c t e d :  Commerce & Econ. Dvlpmt.

Program C a t e g o r y  A f f e c t e d : __________
BRU, Program o f  S u b p r o g r a m ^ ) A f f e c t e d :  
Alaska Industrial Development Authority

EXPENDITURES/REVENUES: ( T h o u sa n d s  o f  D o l l a r s )

OPERATING
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

100 PERSONAL SERV ICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS,  E TC

TOTAL OPERATING - 0 - - 0 - - 0 - - 0 - - 0 -

CAPITAL 15,000

REVENUE

UNDING: ( T h o u sa n d s  o f  D o l l a r s )
GENERAL FUND 
FEDERAL FUNDS 
OTHER ( S p e c i f y  S o u r c e )

Alaska Industrial Dvlpmt. Author!}

Ib.OOU

POSITIONS:
FU L L - T IM E
PART-TIME
TEMPORARY

I I I .  SOURCE OF FUNDS TO O F F S E T  F I S C A L  IMPACT OF B I L L :

IV. ANALYSIS :  A t t a c h  a s e p a r a t e  page f o r  an y^ A f ia ly s i s

P repared  By:  Bertram L. VJagnon^

D i v i s i o n :  Alaska Industrial DeVelopraQfltAAuthority

Approved  by C o m m is s io n e r :  
D ep a r tm e n t :_______________

I b e p e i v . e d ; ]

MAY 1 3 1 9 8 3  

ypsepSson,

Phone:  274-1651
D a te :

Da te

4/22/B3

D i s t r i b u t i o n :
O r i g i n a l  t o  L e g i s l a t i v e  F i n a n c e
Copy  to  O f f i c e  o f  Management and Budge t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )
Copy t o  D ep a r tm en t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )
Copy t o  S p on so r
Copy to  R e q u e s t o r  ( i f  d i f f e r e n t  f rom  S p o n s o r )  3/8/83





Multi-Family 

Housing Loan 

Fund/AIDA _  

(use for low 
income)

AK Indust. 

Deve iopment 
Authority 

(interest 
rates)

SENATE BILL NO. 253. by Senators Josephson and V. Fischer.

Would amend laws governing the Multifamily Housing Loans 
Security Fund in the Alaska Industrial Development Authority 

to allow use of assets in the fund to establish capital reserve 

funds to secure bonds issued in connection with the financing 

of multifamily housing projects. Provides that a capital reserve 

fund established to secure such bonds is not subject to the current 

statutory limit of $10 million under AS 44.88.105(a).

The Fund was established in AIDA last session to set up a temporary 

program to finance new multi-family housing projects in the state. 
(See Sec. 69, Ch. 113, SLA 1982.)

Amends Sec. 69(f), Ch. 113, SLA 1982 establishing the Multifamily 

Housing Loan Account. Currently, money in the account may only be 
used to purchase loans for multifamily housing projects. The bill 

would allow use of funds in the account to originate as well as 

purchase loans. Adds: "The authority may not use proceeds from
the sale of bonds of the authority to finance secondary loans for 

multifamily housing." Eliminates current provision which prohibits 
AIDA from depositing proceeds of bond sales into the Multifamily 

Housing Loan Account.

Provides for an immediate effective date.

Introduced April 14 and referred to Labor 4 Commerce and Finance.

SENATE B ILL MO. 2 5 4 , by Senators Josephson and V. Fischer.

Changes interest rates on loans made by the Alaska Industrial 
Development Authority (A.I.D.A.) from the Small Enterprise 

Loan Account that are guaranteed by the federal government 

(such as S.B.A., the National Marine Fisheries Service, and 
the Farmer's Home Administration).

Currently the rate on loans purchased by A.I.D.A. with money in the 

Small Enterprise Loan Account that is not from the proceeds of a 
bond sale is equal to the mast recent index of Aa Corporate bond 

yield averages as published by Moody's Investors Service. Under 
the bill, rates on these l.ans would be equal to "the lesser
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(2) AS 1 6 .10 .310(a)( 1 ) (U) or (C) I f  the t o t a l  o, the loans r c c -w  : i till# Act    l o r  which a mortgage loan tins not been p re v io u s ly  purchased

Chapter 111

7 ).y I In* borrower uiulef All 16.10.630 - 16.10,720 and AS 16.10. l|0(; i)(  I ) (It) «'t ■ •>, (lie A laska  Housing •■‘ in,nice C o rp o ra t io n .

4 '
3j!((!) tluCf/ not cxcoimI $100,000. I; • S i c  69. tltll.TI KAMil.V IlllllSitn: !*«(> J  UlM'iJ. (.1) 111 Ad,111 ion I,.• 1 * i In* f fm l-

.1 * See. 6 i .  A borrower who re ce iv e s  n lonn under AS 16.10 .?  0 be fo re  tlu .. digs .mil .lee ; l . i  r a t io n s  In AS 6A.fiA.OIO, the l e g i s l a t u r e  f i n d s ,  determines.

n
y . f fe e i  Ive date  o f  th in  Act may re c e iv e  n lo/in under

(1) AS 16.10 .310(a)(1)(H) o r  (C) n f l e r  the e f f e c t i v e  da te  o f  lli li 

Art II I lie t o t a l  o f  the loans re ce iv e d  by the borrower unilur AS 16,10.110 

I n l i n e  the e f f e c t i v e  date  o f  t h i s  Act and AS 16 . 1 0 . 3 101a) (1) (II) o r  (0) nftn

id
*, V'-I.irei) that

/

(I
i'll lu> .1 fe e t  Ive date  o f  t h i s  Act does not exceed $100,000|
Sioi, (2) AS 16 .10 .310(a)(1)(A) u f t e r  the e f f e c t i v e  date o f  t i l l s  Ail I l f

!,ii i lo  t o t a l  o f  the loans re ce iv ed  under AS 16.10.310 h e fu rc  the e f f e c t i v e  Mil■ J i

(I) t l ic re  e x i s t s  in  Che s t a te  a s e r io u s  ohortay.e o f  decen t ,  s a fe ,  

mil sa n ita ry  inul1 1 fa m l ly  >o»lng u n i t s ,  and th a t  t h i s  shortage Is In im ica l  to  

' j the sa fe ty ,  h e a l th ,  w e l fa re ,  and p ro s p e r i t y  o f  the r e s id e n t s  o f  the 

i'l*a the sound growth o f  communities In the s t n t c i  and 

(?) it is

s ta te  arid

:i*/;•••! Act and AS 16. 10. ?,10(;i) (1) (A) a f t e r  the e f f e c t i v e  date cif I Ii i  fi Art

P
imt exceed $.100,000. 

n ! 4 S ec ,  66. N o tw lihn ta nd lng  AS 16.10.120(1) and aeon. 66 and b'j «if lid*

..A« i tin* t o t a l  o f  a l l  Ioann that  n borrower rece ive f l  under (1) AS I6.10.6i0*

j 6. 10 . /20i (?)  AS 16.10.310 be fo re  the e f f e c t i v e  d a le  o f  t h i s  Act i and <"

A!. 16,10.310 a f t e r  the e f f e c t i v e  date o f  th in  Act , may not cm red  $300.0°'

* S e c .  67. in  aecii .  66 - 66 o f  th in  Act a lonn to  nn ansoc l . i l  e oC 4 

0 borrower Ia ronoIdored to  be n loan to  the borrow er .  I»* t i l l  i f lection f

.... Inc.- nf a hnrtnwet" ll/lfi l l ic  fl-imc meaning, se t  out under AS I6 .I0 .1M I '  

J'lj ' Sec i 611. I f  a newly const ru c tcd  owner-ofcup led  t r i p l e x  ol f  riilT * |1 J t 1

)> , I ' lpbi ed lie I we i n  the e f f e c t i v e  date  o f  l i l t s  Act and October I, 10116, and ' ^

i iecessary  to  g iv e  the A laska  In d u s t r ia l  Development 

P la in ly  the power to  p ro v id e  a means for f in a n c in g  a d d i t io n a l  m o l t i fa m i ly  

mini; pro ject  s In the n t a t c .

(Ii)

■ .f

lit •nidi I Ion to the purponcs s p e c i f i e d  In AS 66.88.070, the purpose 

t t In* mi h(»t i t  y In to promote, deve lop ,  and m a in ta in  an adequate supply  of

v i* i i i ,  n a le ,  and s a n i t a r y  mtil 11 faml 1 y housing p ro jec tn  dur ing  r linen o f

•' ri.i|*e o f  am h prt>)ee»r. In the <tntc, by p ro v id in g  va r ious

and f a c i l i t a t i n g  the f  Inane I ig

•* Hi*.

(*•) In a d d i t io n  to  the powers c o n fe r re d  on the a u th o r i t y  under AS 66.-  

• flljA and l l a  other powers, the a u t h o r i t y  has the fo l lo w in g  poweryj

( I)  (it m.tkf* I Nil II ii ami *o p a r t i c i p a t e  In the  making of  loans In 

'Jam I Ion with  other l i ' t idrtn,  l l ic  A laska S t a le  Mousing Author u y ,  or .i

me.ins of f Inane- 

:g o f  inul 11 faml 1 y housing p ro ject  s In I lie

J i i . r l p l e x  or (m ir -p lcK  >« n U p . lh t f  f o r  f  l imnr I I1|J '"HllT "'*• p r o v i s io n s  ,’ * , ' b l p . l l . y  ,.( ,.he s l u t s  to  a n s la i  lo  tin f  1 unite log ot mult I la m l ly  housing" - . .  ■ . . I.   L ' l . .n n ,n  i l l , !• . ,
,,r AS III, ' ,6 .U'DMr.i•• I 

I gage loan lo t  a H J

.■.pedal nx, r I gage loan purchase program o f  the A laska Housing f in a n c e  l'"l(
I
d u n  (AS IH, V i .O 'I . l l , I lie I n te re s t  r a l e  dule'.mlued uinh 

1(1) and (6) s h a l l  app ly  l o  I ho f i r s t  SlOfi.dOO o f  a im>rlgs| 

iiol l o  I In; f i r s t  $160,000 o f  a mortgage loon fo r  s f o m - p l c x .  In th in  • *■ 

"newly cons 11 net e,| Owner-occupied t r i p l e x  or f o i i r - p i " x "  sr.»i)n an owsrl 

u ie i i p i i i l  I r l p l e x  hi l o u r -p le i ,  (l ist In tint occup ied  b e fo re  the e f f e c t i v e .* 1

-20- CCSSII (,l,6
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(.’ ) l o  own a mu 11 11 ami I y housing p ro je c t  w ith  sponsors, develop,*! a ,

e is .  or o i l ie r  pen,mu, in l o  own a i i iot l ir .m il  Iy housing  p ro je c t  a lone, for

I o|"i’ie of in• I n l ,l in in g  a s e c u r i t y  In teres t  In thst mol I I fsml I y housing  
*• • r .

(1) r., Ilorruw i«on,y( t<> Issue Its  humlx, and In |irnvl, le s e e u r l l y
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, b : : :  ■—  - — —  *• *    *
> j irn  |oct.n, except l l i n t  Clio a u th o r i t y  may net Issue liondn fo r  (l ie const metI

Ii j r in . in c  1 nj' f o r  .1 miiU Ifaml 1 y hounlng p ro je c t  un less  the hnnils o re .  In tin*

< • p t ■ 11<■ 11 o f  the A u t h o r i t y ,  adequa te ly  secured hy ;i l e t t e r  o f  r r e i l t t  o r  eipif

*j l i: i i l  n e c u r l t y i
'•t C <) t o  moke loans and to  p a r t i c i p a t e  In the m ik ing  o f  loons ft •

lie procceda o f  tax-exempt bonds fo r  a nm lt l  rmnl ly  houalnp, p ro je e t  ot lnl«e

i
a tcs  determined or agreed to  liy the . . . i ch o r l ly i

O )  to  a c q u l r ? ,  n r l l ,  j r  o th erw ise  d isp o se  o f  an In terest  In <

■il t I f  sin 11 y housing  p ro jee t  an reccanary  o r  appropr lot •• to  p ro v id e  I In in,-I

IIi l o r  the Housing p r o j e c t  i
I IItI to  en te r  Into  agreements w ith  respect l r  a mi 111 faml I y hum 

p r o je c t  on terms and c o n d i t io n s  that  the a u th o r i t y  coon Idors advisable.

I! ( ? )  t o  aGfl lnt p r i v a t e  l e n d e r s ,  t he  Al a ska  S t a t e  Item:, t tip, AullmtV
in,I rami clp.'l I i t. lett of  t he  s t a r e  t o  make Ioann t o  I i n . one  I lie c o s t s  ol null!

I m l l y  lions hip, p r o | e e l s i
(8) to  use the mil 111 fflinl I y tiiionlnp, Soaiia s e c u r i t y  luitd to pro-

|a loan loss  re se rv e  fo r  loans purchased hy I I i m i l l  11 faml I y hnusinp, lei 

. icemiul o f  the e n te r p r i s e  development fund.

j  fd) W llh  re sp ec t  to  the Issuance ot hnnda I o f in a n c e  one or mure n.s 

j i l . im lly lions I op, p r o j e c t s ,  In order l o  f a d  111 a 1.0 l i t ’ f I mine I tip <»f a mull If 

, , |jhiiitn I np, p ro je c t  the a u t h o r i t y  may waive ur m od ify ,  as It cunnl i le r i i  appri; 

.lllld pi udenl , the re ip i l  rcnicnl n of AH /*/», llfl .0 9 0 ( e ) , f i ’t . IIH. I ri ri ( d l , and fi,i.*i‘ 

j (e| 'the ' ir t iv ln lo io l  o f  AS M .H f l ,  J03( f )  tin not, app ly  to c a p i t a l  te« 

?’u|(undii es I ah I lulled to  secure  hoods I tinned in  f in a n c e  one nr mure mull If i

Jo ‘j,hoi||i I up. pro jeel a .
II ■ c f  > A mo 11 I faml I y lions I up, loan  aeenunl Is • si  ah 11 shod h i the enli"  

in J, leve l  op'iuuit I mill o l  the a u t h o r i t y  (AH M . till, I 5 i ), fo i ls  I >t I I np, o f  muliey 

f i  jo ll ier  a   I s of the e n tu rp r ls u  ileve lo|iinenl fund 'ha t  I lie a i i t l i o r l i y  'h'p'

*

!>

14

t!i

hi

|A

15 
J't
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Pll.ipl el I I I
■:hi i l .  Ilowevei', tlu- a u t l iu r l t y  may nut d e p o s i t  proceeds Irom I lie s a le  ol 

mils of l l i c  a u t l iu r l t y  Into the m u lt l f a m l ly  housing loan account.  The n.n 11 i - 

cully hiHislnp, loan account u l ia l l  l.c used o n ly  to  purchase loans fur  m u lt i -  

rally hour.hip, p r o j e c t s .  Notw ithstand ing  the p r o v i s io n s  o f  AS M . 8 8 , 1 i i ( i l ) , 

lean pot chain'd hy l l i c  a u t l iu r l t y  f o r  the m u l t l f a m l l y  luninhip, loan account

(I) may not lie fo r  a term lonp.er than 30 years  from the da le  I he 
■in Is made i

(?) s h a l l  he secured hy a mortgage or u t l ie r  s e c u r i t y  Instrument In 

mi mu-r the a u th o r i t y  determines Is f e a s ib l e  to assure  t im e ly  rupayiueiit 

I,*i t loan ap.reenient entered Into with  l l ic  hotrowerj the im Mp.vip.l' or othei

hi 11 y Insi ruinctil c o n s t l t u te u  a f i r s t  l io n  aga ins t  |.he mo 11 11 anil I y hour, h i

•Jed, execpt that II nuiy he uuliord lnatci l  hy the a u l l l o r l l y  to a loan nta.le 

' t e d l y  or i n d i r e c l l y  with  the proceeds o f  a s a le  ol howls hy the toil hot 11 v, 

Alaska S t . ite  Ihms I up, A u t h o r i t y ,  o r  a m u n ic ip a l i t y  o f  the s ta te  dur ing tin 

•i when I lie hi.ill from these proceeds lu out s ta n d in g ,  and may l.e snhoi ilin-il •
•     that re f  In jures  the o r i g in a l  loan, I f  l l ic  a m h o r l l y  cons iders  ii

- . I al c I o do ‘H. i
. i) s h a l l  p rov i de  l o r  a s chedu l e  o f  payment s  ol p r in c i p a l  and

• test t h a t  hi s a t i s f a c t o r y  to the a u t h o r i t y ,  and that may h ic ltu le ,  w l ihonl

■ I ta l ia n ,  d e f e r r a l s  nr re ilucl lulls o f  ..aymeiits, v a r l a h la  payments, h a l l o o

’■•illtl, tili.irhi,". In e ip i l i y  a pp reo lac ltm ,  and o th e r  arrangi'montm

I A) s h a l l  he In the form and c o n ta in  the terms and p ro v is io n s  w ith  

■ el l o  liiioirnnci.', r e p t i l t s ,  al I o r a l  Ions , payment o f  taxes and .isscssnuuii s , 

' i l l  r e se rves ,  de l inq u en cy  chnrgen, d e fa u l t  remedlen, a c c e le r . i l  Ion ol 

o i l y ,  secondary I le u s ,  anil utlier m a i le rs  au the a u l l i u r l l y  preset Ihes ,

<r) The h i l e r e s !  r a le  mi a loan for  one or  more mu 11 I faml I y lloiis ln.’ 

• c s  I In meed  from t he proceiuls o f  tax-exempt hoods ur  expected hy Ho 
i h y  i(< ae l In.meed from (.he p r o C c d s  o f  tax-exeii 'p l houds may he ii ,

■'I II lower r a t e ,  an the a u t h o r i t y  con sh l c rn  n p p t o p r l a l e ,  than the m  i
-31- CC.'iSII fifih



iii.il funds .in do f iiicil In AS 44.88.15900, ultli rofi|»*«-L in ili.il loan.

(|i) The multlfumlly housing loans security fund Is established In the

I r i i  t p t  o r  1 1 1

a u t h o r i t y .  The m u l t l f am l l y  hous ing loans s e c u r i t y  fund c o n s i s t s  o f  money an/ 
' a s s e t s  a p p r o p r i a t e d  or t r a n s l c r r c d  t o I t ,  Llic income produced from I ls l i m n  

blliiont* nnd h o ld in g s ,  And d e p o s i t s  t l int t he n u t h o r i t y  may make from repayment!
1"lilfjf mult i f . im l ly  housing loans  purchased hy the m u l t l f a m l ly  housing loan accou"

I
/•if the e n t e r p r i s e  development fund. The purpose o f  the m ill ’ fa m i ly  liouilni

i
o loans s e c u r i t y  fund i s  to  p rov ide  a loan loss  re serve  fo r  the en terpr ise i
« development fund fo r  m u lt l f n m l ly  housing loans made hy the a u t h o r i t y  from lie 

u> imilt Ifaml ly  housing  loan account o f  the e n t e r p r i s e  development fund. The
I

"  >ni 11 1 faint 1 y housing loans s e c u r i t y  fund i s  not a general a s s e t  of the.
I

H l i u t h o r l t y  and may not be pledged or  committed in any uay except to  provlih i
I I
JI iii.n lo ss  re serve  fo r  t lie e n te r p r i s e  development fund fo r  m u l t l f a m l ly  hu'Hlu I
Ioann made by the a u t h o r i t y  from the m u l t l f a m l ly  housing loan account of tl.<

P *e n t e r p r i s e  development fund. The a u th o r i t y  may .1
(1) e s t a l l l a h  separa te  accounts  In the m u l t l f a m l ly  housing lo.m »

s e c u r i t y  fund l o r  m u l t l f a m l l y  housing  loans ,  an i l  f in d s  a p p ro p r ia te ,  and s-  ̂

•siah I lul l  o th e r  accounts  that  I t  co n s id e rs  a p p r o p r ia te i

(2) h o ld  and Invest money and o th er  a sse ts  o f  I lie inul L 1 faml ly 

housing loans aecu r l l .y  fund at c o m p e t i t iv e  n a t io n a l  market ra tes  In the !>;•

if Investment s d e s c r ib e d  In AS 3 7 .10 .070(a) . j

(I) I f  a m u l t l f a m l l y  housing loan  from the m u l t l f a m l ly  housing I'"' 

account of the e n t e r p r i s e  development fond o f  the a u th o r i t y  Is not full/

lire p a id ,  In c lu d in g  acc ru ed  I n t e r e s t ,  and Is not f u l l y  sal tu f te d  a f t e r  ilir ,

.enforcement ° f  any s e c u r i t y  th a t  the au t .h or l iy  has acqu ired  under < I ) < •') ' i
i •
j ih l f i  a e t l I o n ,  the o.i'cciit. Ive d i r e c t o r  o f  the .ml hur l  l y  s h a l l  c e r t i f y  the I ^

j}rega o i l  ng the loan In w r i t i n g .  Upon the c e r t i f i c a t i o n  an amount equal f" ' j

Imp i ld  h .i lance , accrued I n t e r e s t ,  and co s ts  a t t r i b u t a b le  in  l li.n loan • j

ie pa id  (mm the i m i l l l f a m l ly  hulls tug loans s e c u r i t y  fund to  the e i i terp i l"

-32- CKliflrt fiOli
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•. Inpmtuit I mill o f  the a u th o r i t y ,  o r  I f  the ba lance  In the u .u lL l f .m l l ;  

lag loans se c u r i t y  fund i s  le ss  Ihun the amount of the unpaid balance,  

mid in t e r e s t ,  and co s ts  a t t r i b u t a b le  to  the loan, the remain ing balance  

•he m u lt l f a m l ly  housing loans s e c u r i t y  fund s h a l l  be p a id  to  the c n i e r p r l s  

lapmenl: fund o f  the a u t h o r i t y .  The a u th o r i t y  s h a l l  c o n s id e r  a loan f u l l y  

barged fo r  purposes o f  ( j )  o f  t h i s  s e c t io n  upon payment from the m u lt l -  

.1/ housing loans s e c u r i t y  fund to  the e n te rp r is e  development fund under 

•i subsect ion .

()) Not l a t e r  than AD days a f t e r  a l l  m l t l f n m l l y  housing  loans (hat 

been made from the m u lt l f a m l ly  housing luan account o f  the e n te rp r i s e  

topmenl fund o f  the a u t h o r i t y  have been d is ch arg ed ,  o r  cons id ered  to  he

• burped under (I) o f  t h i s  s e c t io n ,  any halnnco remain ing In the m u lt l -

’. I y housing loans s e c u r i t y  fund s h a l l  he t r a n s fe r r e d  hy I In- a u th o r i t y  Lo 

•iale general fund.

1*1 In Phi j; sect l u l l ,

(1) "author 11y"  means the A laska I n d u s t r ia l  Development A u th o r i ty ;

(2) "m utt l fam lIy  bousing  p r o je c t "  means a s p e c i f i c  b u i ld in g ,  

lure, work, or Improvement o f  f i v e  or more d w e l l in g  u n i t s ,  nr a group <>f

•i b u i ld in g s ,  s t r u c tu r e s ,  works, or Improvements, the primary purpose of  

k Is to p rov ide  re n ta l  d w e l l in g  accommodations anil which q u a l i f i e s  for  

•impl l i o n i s i n g  under sec ,  101 o f  the In terna l  Revenue Code o f  1B54, as 

'• d f 'b  II..S.0 .  see .  103), or sec .  11(h) o f  the N a t iona l  Mousing Act o l  

. is amended, nnd which Is o r i g i n a l l y  f in anced  be fo re  January I, 1984; 

"•family housing p r o j e c t "  Inc ludes  l l ic  n cq u lu l t  lou ,  count ruc i  ion ,  oi 

• 111 «LImt o f  land, bu i ld ing,a ,  and Improvements fo r  re n t ' l l  d w e l l in g s ,

'a i lo n s ,  and n lh e i  f a c i l i t i e s  that may lie In c id e n ta l  in nppui'lcnanl to  

I dwe ll ing  aeeoni'iii'da t Ions ,

* hrr, 70# Notwithstanding AS 44.47,4(0 as amended by see. si of th is

i’ l l  her.snber ' I ,  1987, i he Interest  r i l e  on a luan under AS A A.A/,

-11- CC.S.'ill (dill



jfititi - 6 3.6 7. 560 (or (t) r u ra l  lo u s in g  th at  (a nor nnnoiuliirinliip, IioiikIn»» I-.

IgM aiiii i l i io c ' -q u a r te re  |i?ru^nti And (2) nonrrnfurmlnp, housing is  ••qnnl to

I ti«* lot u r e a l  r a te ,  no determined under AS 18.56 .098(g)(1) -  (6). on n 

jjinit I c,i| .• In/m purchased under AS 1 8 . 5 6 .0 8 ( a )  from ti le  proceeds of the most 

|ni i p p l l r a h l o  Issue uf tnxah lo  hends b e fo re  the o r i g in a t i o n  n i purch.iu 

|fif the iimrCgnge lonn fo r  the nonconforming housing,. The d i v i s i o n  o f  housli.* 

In ii •! 1 u I .uire tn the Department o f  Community niid Heglonn' A f f a i r s  may not ism. 

» It commitment for  n loan untl.T th in  s e c t i o n  a f t e r  September I, 1982,

** | 4 ' ie r .  71. Ifotwl l l is tu e ' l i ip ,  AS 66.67.520(b) as enacted (n nee. 69 o f  thli

<0 i\< i , m i l  i  1 January 1, I M ' ,  the In te rn a l  ra te  on a loan fo r  non-owner 

(h i  up I rd housing  under <8 66.67.520 Is n ine and o n e -h a l f  p e rce n t .  The 

d i v i s i o n  o f  housing  i i .n ls tn n c e  In the Department of Common 11y and Kegloiia 

[ A f fa i r s  may not ln .u e  a .'ominltmont fo r  a loan under t h i s  s u c t io n  a fter  

|iejil ember I, 1982.

See. 72. The f u l  lu k la g  lawn are re p ea le d :  AS 0 1 . 1 0 .0 10(h) and fill

jAS Hi. 1 0 .320(c) and (g ) .  16. 10 .337(c) ,  >6 10 .362(h), 16.10.650 - 16.10.1/

AS 18.56.010 - I d . 56.070) AS 18.55.360' AS 18.56.100(e) - (k ) i  AS 2/.0/i 

AS 2 7 .0 9 .0 6 0 ( 0 ' i AS 37.11.100) AS 66 25.030 - 66.25.038) AS 66 .33 .320-  

m  .31,1801 AS (6.67.320 - 66.67.150.

* See . 73. S ee t ln i l  69 o f  t h i s  Act Is repea led .

* Sec .  The repea l  o f  AS 18.56.100(e) - (k) In see. /2 o f  11*13 A.' 

[does not I n v a l id a te  housing development fund notes Issued under AS 18.36.:

((e) - (k) he fo re  the e f f e c t i v e  date o f  11* tn A ct .

* S e t .  75. S'-cl lull 73 o f  th in  Act takes e f f e c t  nil the day a f t e r  He 

JHl r.i iv:fee <>f funds hy the A laska Industrial Development A u th o r i ty  to I•*•*

;,'!poni i i l  f l l l l i l  Is  |S|de under nee. 69(J) o f  th in  A c t ,  o r ,  I f  th e re  a ie  no I 

7 'jfiva I I all II- I I I  make I lie l ia u s fe r ,  o il the  O ls t day i l f lp t '  III I III! 111 I faml I /

?i*I• • »»••• • l i i t  h/ivif i i.nlo f t tun I hi* mu I f I f«imI I y honri I nj* lo/iu .irroiii il ol ‘

; h * m» • »l»i I :»«• Io|>mcn( fund ol' the Al.v.lui I m h n t r  1 nI lh;v<'lopim'Hi Autk<«i:

am

Chapter I I I• y  ill sell a i /i’ll nr are consldeied lo he discharged under sec. 69(1) uf ililn 
I.

♦ See. 76. Sect Inns 21 - 23 nnd 2fl - 30 of thin Act take effect on the 

iir uf approval hy the voters of the state of a ronr.cttiiClnn.il amendment to 

a l. IX, see. 8 uf the  Const I tut ion uf (he State uf Alaska to allow the stale 

i contract ilchi fur housing loans fur veterans.

* 'cc. //. Section 11 of this Act takes effect January 1, 1981.

• Sec. 78. Sections 1 - 20. 26 - 27, 32 - 72. and 76 of this Act lake 

• lint limned I a tel y In accordance with AS 01.10.070(c).
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®  C O M M I T T E E  R E P C ^ T

S E N A T E

4/1A/33 FURTHER: Finance

D a t e :   In ^2-
M r.  P r e s i d e n t :

T h e  C o m m i t t e e  on  h a s  had  SI

I v i U t i u r  t o  t h e  i . ' u l f c i c n m i l  v  h o u c - in p ,  l o a r  n r o t . r . r  ' *. f  t h e  
‘. t a s k * !  i n u u s c r i a !  i l t v r a o p r i i e n u  .Au £ h o r i t * r ; .m. i  e ?  . F r e e .

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

[j^/] do  p a s s  [ ] d o n o t p a s s

[ ] do  p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )
[ ] same t i t l e

[ ] r e p l a c e  w i t h  CS  f o r ___________________   [ ] new t i t l e

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

f ] AND a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ] New F i s c a l  N o t e

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

[ ] r e f e r r e d  t o  t h e ____________________________________________ C o m m i t t e e
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CHAIRMAN
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R i c h a r d  A. Lyon ,  Commiss ioner  

D a te :  5/ n / f t b
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SB 253: An A c t  r e l a t i n g  t o  l oans  made o r  pur chased  by t h e  A laska 
I n d u s t r i a l  Deve lopment  A u t h o r i t y .

T h i s  b i l l  makes t e c h n i c a l ,  amendments t o  CH 113, SLA 1982, which  
e s t a b l i s h e d  a m u l t i - f a m i l y  h ou s ing  program in  t h e  A laska I n d u s ­
t r i a l  Development A u t h o r i t y .  The c u r r e n t  s t a t u t e  p r o v i d e s  a 
"sunse t"  da te  o f  January  1, 1984 f o r  t h e  A u t h o r i t y ' s  i n v o l v e m e n t  
i n  m u l t i - f a m i l y  h ou s ing .  SB' 253 does away w i t h  t h i s  "sunse t"  
p r o v i s i o n  and a l l o w s  t h e  A u t h o r i t y  t o  c o n t i n u e  t o  De i n v o l v e d  
i n  m u l t i - f a m i l y  hous ing  as long  as t h e  U .S .  T r e a s u r y  r u l e s  
p e r m i t .  In e s s e n c e ,  as long  as m u l t i - f a m i l y  p r o j e c t s  can be 
f i n a n c e d  tax  exempt,  t h e  A u t h o r i t y  may c o n t i n u e  t o  do so .

A d d i t i o n a l l y ,  t h e  b i l l  makes o t h e r  changes  w h i ch ,  among o t h e r  
t h i n g s ,  a l l o w  t h e  use  o f  t h e  m u l t i - f a m i l y  hous ing  loan  s e c u r i t y  
fund  f o r  c a p i t a l  r e s e r v e  fund  u s e s ;  remove, t h e  $10 m i l l i o n  
c e i l i n g  on m u t l i - f a m i l y  hous ing  p r o j e c t s  and make c l e a r  t h a t  
t h e  fund  may be used as a loan  l o s s  r e s e r v e .

Based upon CH 113 t h e  A u t h o r i t y  has imp"emented a m u l t i - f a m i l y  
program. The  o r i g i n a l  l e g i s l a t i o n  i s  in  need o f  " t e c h n i c a l "  o r  
" c l e a n -u p "  amendments t o  make i t  work.  W ithou t  t h e  passage o f  
t h i s  b i l l  t h e  program w i l l  c e a s e  on Jan ua ry  1 , 1984. A s e c t i o n a l  
a n a l y s i s  i s  a t t a c h e d .

Th e  board o f  d i r e c t o r s  o f  t h e  A laska I n d u s t r i a l  Deve lopment 
A u t h o r i t y  and t h e  A d m i n i s t r a t i o n  recommend approva l  o f  t h i s  
measure  as d r a f t e d .
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S p o n s o r :  Josephson/Fischer
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SB 253

Sectional Analysis of Multi-Family Legislation

Section 1 : Thi s  a d d i t i o n a l  lang u a g e  w i l l  enable the A u t h o r i t y  to use

the m u l t i - f a m i l y  h o u s i n g  loan security fund for capital r e s e r v e  fund 

purposes. C a p i t a l  r e s e r v e  funds are n o r m a l l y  equal to one ye a r s  average 

a nnual debt service.

Section 2 : Th i s  r e v i s e d  la n g  lage r e m o v e s  the $10 m i l l i o n  limit on

capital r e s e r v e  funds for m u l t i - f a m i l y  h o u s i n g  projects. T h e  original 

$10 m i l lion li m i t  was b a s e d  upon the same limit being i m p o s e d  by the 

f e d eral tax code.

S e c tion 1 0 3(b)(6) of the f e d e r a l  tax code is the " small issue exemption" 

that allows the A u t h o r i t y  to issue tax fr e e  i n d u s t r i a l  d e v e l o p m e n t  bonds 

for business financing, up to a limit of $10 m i l l i o n  per project.

Mos t  of the A u t h o r i t y ' s  a c t i v i t i e s  are ba s e d  on this p o r tion of the tax 

code. The m u l t i - f a m i l y  program, however, is based on S e c t i o n  103(b)(4) 

of the tax code, and no $10 m i l l i o n  l i m i t  is a p p l i e d  in this case. 

Hence, this m o d i f i c a t i o n  w o u l d  allow the A u t h o r i t y  the o p p o r tunity of 

t a king a d v a n t a g e  of the greater f l e x i b i l i t y  of this s e c t i o n  of the 

federal tax code.

S ection 3 ( f ) : Th i s  makes tech n i c a l  c o r r e c t i o n s  to a l l o w  the A u t h o r i t y  to

utilize the r e s e r v e  fund for bond issues and also pro h i b i t s  bond proceeds

to be used for seco n d a r y  debt.

\

S e c tion 4 ( h ) : T h i s  once a g a i n  restates that the m u l t i - f a m i l y  h o u s i n g

loan security fu n d  may be used to p r o v i d e  funds for c a p i t a l  reserve 

purposes and al s o  used for a loan less reserve.

Section 5 ( 2 ) : Thi s  r e m o v e s  the J a n u a r y  1, 1984 sunset p r o v i s i o n  and

a llows the m u l t i - f a m i l y  h o u s i n g  to be an o n g o i n g  program.
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SB 254: An A c t  r e l a t i n g  t o  t h e  i n t e r e s t  
I n d u s t r i a l  Deve lopment  A u t h o r i t y

rate purchased by the Alaska

S e n a t e  B i l l  254 p roposes  amendments t o  AS 4 4 . 8 8 . 1 5 9 ( c )  wh i ch  d e a l s  w i t h  
t h e  s e t t i n g  o f  i n t e r e s t  r a t e s  f o r  t h e  pur chase  o f  SBA l oan s  by t h e  A u t h o r -
i t  , The  c u r r e n t  law mandates t h a t  t h i s  r a t e  be equal  t o  Moody's Aa
c o r p o r a t e  bond y i e l d .  The  n e c e s s i t y  f o r  a change i s  due t o  t h e  f a c t  
t h a t  t h e  SBA p l a c e s  an i n t e r e s t  r a t e  cap based upon t h e  prime r a t e  and,
w i t h  t h e  d r a m a t i c  f a l l  in  t h e  prime r a t e  o v e r  t h e  pas t  s i x  months,  we
a r e  a p p ro a ch in g  t h e  c e i l i n g . i

T h e  Moody's r a t e  i s  what i s  r e f e  red  t o  as a "mellow" r a t e  in  t h a t  i t  does 
n o t  move e i t h e r  up or  down as f a s t  as prime.  Fo r  example,  when prime was 
a t  20%, Moody's was a t  15.5%. However,  as prime f e l l  Moody 's ,  b e in g  a 
"mellow" r a t e ,  d id  no t  f a l l  as f a s t  and c u r r e n t l y  s ta n d s  a t  11.8% w h i l e  
prime i s  a t  10.5%.

T h i s  l e g i s l a t i o n  i s  i n ten d e d  t o  g i v e  t h e  A u t h o r i t y  a l i m i t e d  f l e x i b i l i t y  
i n  s e t t i n g  t h e  i n t e r e s t  r a t e  and a t  t h e  same t im e  p r e s e r v i n g  t h e  i n t e g r i t y  
o f  t h e  program by s e t t i n g  t h e  r a t e  a t  t h e  l e s s e r  of  prime or  Moody's Aa 
w i t h  a 10% f l o o r .

Th e  b i l l ,  as d r a f t e d ,  has a t e c h n i c a l  f law  in  t h a t  i t  may be c o n s t r u e d  t o  
mean t h a t ,  i f  prime f a l l s  be low 10%, no loans  c o u ld  be made. T h i s  i s  n o t  
t h e  i n t e n t  and a su gg es ted  amendment i s  a t t a c h e d  making i t  c l e a r  t h a t  i f  
prime f a l l s  be low 10% t h e  loan  r a t e  w i l l  be 10%.

* S e c .  2. AS 4 4 . 8 8 . 1 9 5 ( c )  i s  amended t o  read:

( c )  The  i n t e r e s t  r a t e  on a loan pur chased  
w i t h  money in  t h e  smal l  e n t e r p r i s e  loan  a c c o u n t  
t h e  p ro cee d s  o f  t h e  s a l e  o f  a s e r i e s  o f  bonds 
( 1 )  t h e  p r e v a i l i n g  pr/me r a t e  adopted  by t n e  U n i t e d  S t a t e s  
B u s in e s s  A d m i n i s t r a t i o n ,  o r  (2 )  [EQUAL TO ]  t h e  most r e c e n t  index  
o f  Aa c o r p o r a t e  bonJ y i e l d  ave rages  as p u b l i s h e d  by Moody's 
I n v e s t o r s  S e r v i c e .  However ,  i f  t h e  i n t e r e s t  r a t e  e s t a b l i s h e d

by t h e  a u t h o r i t y  
t h a t  i s  no t  from 
i s  t h e  l e s s e r  o f  

Smal 1

in a c c o r d a n c e  w i th  t h i s  
t h e  i n t e r e s t  r a t e  on t h e

s u b s e c t i o n  would be l e s s  than  10 p e r c e n t ,  
loan  i s H o  p e r c e n t .

Our reason  f o r  s u g g e s t i n g  su ch  an amendment i s  t h a t  i t  i s  p o s s i b l e  t h a t  
someone might c o n s t r u e  t h e  e x i s t i n g  language t o  be i n t e r p r e t e d  t o  mean 
t h a t  on ce  t h e  l e s s o r  o f  1 o r  2 f e l l  below 10% no loans  c o u l d  be made. 
Our s u g g e s t e d  a l t e r n a t i v e  would h o p e f u l l y  c l a r i f y  any su ch  a m b ig u i t y .

The  board o f  d i r e c t o r s  o f  t h e  Alaska I n d u s t r i a l  Deve lopm ent  A u t h o r i t y  
and t h e  A d m i n i s t r a t i o n  recommend approval  o f  t h i s  measure w i th  t h e  
su g g e s t e d  amendment.

R i c h a r d  A. Lyon ,  Com m iss ioner  

Da te :  _  _______________

BW/vlG8-2 
52483A



STATE  OF ALASKA 
F I S C A L  NOTE Revision Date 1983

REQUEST
B i 1 1 / R e s o l u t i o n  No . :  S . 1 ^ 2 5 4
T i t l e :A laska Industrial Devlpmt. A u t h o r i ty

S p o n s o r :  Josephson/Fischer________________

R e q u e s t o r : _________________________________

I I .  F I S C A L  D E TA I L
A g e n c y  A f f e c t e d :  Commerce & Economic D^vlpm 

Program C a t e g o r y  A f f e c t e d  d e v e l o p m e n t  
BRU, Program o f  S u b p r o g r a m ^ ) A f f e c t e d :  
Alaska Industrial Development Authority

EXPENDITURES/REVENUES: ( T h o u sa n d s  o f  D o l l a r s )

CAPITAL

REVENUE

r UNDING: ( T h o u sa n d s  o f  D o l l  a r s )

POSIT IONS:  
FULL-T IME" 
PART-TIME 
TEMPORARY

I I I .  SOURCE OF FUNDS TO O F F S E T  F I S C A L  IMPACT OF B I L L :

FY 83 FY 84 FY 85 FY 86 FY 87 FY 88
OPERATING 1

100 PERSONAL SERV ICES 1
200 TRAVEL 1
300 CONTRACTUAL 1
400 COMMODITIES 1
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS,  E TC

TOTAL OPERATING 0 O O 0 0

GENERAL FUND
FEDERAL  FUNDS
OTHER ( S p e c i f y  S o u r c e ) 0 0 0 0 6

NONE

IV. ANALYSIS :  A t t a c h  a s e p a r a t e  page f o r  any A n a l y s i s

P r e p a r e d  By: Bertram L. Wagnon, Executive D i r e c t o r ^

D i v i s i o n :  Alaska Industrial Development Authority

A p proved  by C o m m is s i o n e r :  R i ch a rd  A. Lvon_______
D e p a r tm e n t :  Commerce and E conom ic  Development

Phone: 274-1651 

Date: a /19/83

D ate

D i s t r i b u t i o n :
O r i g i n a l  t o  L e g i s l a t i v e  F i n a n c e
Copy  t o  O f f i c e  o f  Management and Budge t  ( f o r  L e g i s l a t u r e  i n t r o d u c e d  b i l l s )
Copy t o  D ep a r tm en t  ( f o r  G o v e r n o r  i n t r o d u c e d  b i l l s )
Copy t o  S p o n so r
Copy  t o  R e q u e s t o r  ( i f  d i f f e r e n t  f rom  S p o n s o r )  3/R/R3



SB 254

Sectional Analysis of SBA Bill

Section 1 ; This section deletes the refe r e n c e  to a project, as defined 

in AS 44.88.220. This dele t i o n  is requested to ensure that there is no 

d ifficulty wi t h  the A u t h o r i t y  p u r chasing the SBA guaranteed portion of 

w o r king capital and inventory loans. Presently, it could possibly be 

interpreted that the A u t h o r i t y  is prohibited from buying these loans 

because of the project d e s c r iption of AS 44.88.220(6).

Section 2 : Th i s  section is an effort to resolve the dif f i c u l t y  of

differential rates being applied to the same loan program. P resently the 

maximum rate allowed by the U.S. Small Business A dministration (SBA) on 

loans guaranteed by them is the p r e vailing prime rate plus: 2-1/4% if

the loan is less than seven years; or 2 -3/4% if the loan is longer than 

seven years. The present AI D A  "buy rate" for the SBA guaranteed portion 

is M o o d y’s Aa c o rporate index - in essence, AID A  is loaning funds to the 

banks at this rate. The bank may then add 1-1/2% to this rate for loans 

under $100,000, or 1% to this rate for loans over $100,000. Generally, 

there has not been a problem, but with two different rates, particularly 

one being a "short term" rate (SBA/Prime) and one being a "long term" 

rate (AIDA/Moody ’ s Aa) the potential exists for the rates to be such that 

AIDA effectively cannot buy these loans. For instance, the present 

(mid-March) rates are: Prime = 10.5%; M o o dy's Aa = 12.4%. For a loan of

less than 7 years, the SBA ceiling is 1 2 . 7 5 %  (10.50% + 2.25%). AIDA will 

"buy" this loan (i.e. provide funds to the bank) at 12.4%, and allow the 

bank to charge 1 to 1-1/2% in excess of the 12.4%. Since the SBA ceiling 

is lower, it w i l l  be the e f fective rate. So the bank would o loan

funds to the borrower at 12.75%, and get funds from AIDA at This

spread is i n a dequate to induce the bank to sell SBA loans to This

does not mea n  that a bank will not make an SBA loan based upot, other

source of funds, however it does s i g n ificantly lessen the possibility 

that a bank will make an SBA loan (the SBA estimates that AIDA purchases 

70% of all new SBA guaranteed loans in Alaska).

A  simple way to e l iminate this problem would be to tie the A I D A  rates to 

prime. H o w ever this could create a s i tuation where a borrower was 

confronted with rates in excess of 20% (prime exceeded 20% during 1980 

and 1981, and peaked at 17% d u r i n g  1982). Section 2 re p r e s e n t s  a 

compromise. It sets the AI D A  buy rate at the lesser of prime, or hoody's 

Aa, with a 10% floor. This should a l l o w  A I D A  to "stay in the SBA 

business" even if M o o d y ' s  Aa exceeds prime, as in the example, but still 

protects the borrower from the egregious rates that could result from 

being strictly tied to prime. T h e  rati o n a l  for the 10% floor is that if 

rates drop be l o w  10%, A I D A  as s i s t a n c e  should not be needed.

Suggested amendment for S.B. 254 is: (see attached page.)



*Sec. 2. AS 44.88.159(c) is amended to read:

(c) The interest rate on a loan purchased by the authority w i t h  

money in the small enterprise loan account that is not from the proceeds 

of the sale of a series of bonds is the lesser of (1) the prevailing prime 

rate adopted by the United States Small Business Administration, or (2) 

[EQUAL TO] the most recent index of Aa corporate bond yield averages as 

published by Moody's Investors Service. However, if the interest rate 

established in accordance wi t h  this subsection would be less than 10 

percent, the interest rate on the loan is 10 p e r c e n t .

Our reason for suggesting such an amendment is that it is possible 

that someone might construe the existing language to be interpreted to 

mean that once the lesser of 1 or 2 fell b e l o w  10% no loans could be made. 

Our suggested alternative would hopefully clarify any such ambiguity.
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A L A S K A  I N D U S T R I A L  D E V E L O P M E N T  A U T H O R I T Y

\ B H ' O H I S E Q

APR 2  5 19B3
April 19, 1983 yosepHson,

Th e  Honorable Joe Josephson 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Senator Josephson:

We recently received a copy of Senate Bill No. 253 which a m o n g  other 
things would extend the life of our multi-family program. T h e  Authority 
supports this legislation and would appreciate the opportunity to testify on 
its behalf at the appropriate committee hearing.

We have also received a copy of Senate Bill No. 254 which deals with 
interest rates of the Authority. We support the intent of this bill, but 
would like to offer a technical amendment which would read as follows:

*Sec. 2. A S  44.88.159(c) is amended to read:

(c) T h e  interest rate on a loan purchased by the authority with 
money in the small enterprise loan account that is not from the proceeds 
of the sale of a series of bonds is the lesser of (1) the prevailing prime 
rate adopted by the United States Small business Administration, or (2) 
[ E Q U A L  TO] the most recent index of Aa  corporate bond yield averages 
as published b y  Moody's .Investors Service. However, if the interest rate 
established in accordance with this subsection would be less than 10 
percent, the interest rate on the loan is 10 percent.

O u r  reason for suggesting such an amendment is that it is possible 
that someone might construe the existing language to be interpreted to 
mean that once the lessor of 1 or 2 fell below 10% no loans could be made. 
Our suggested alternative would hopefully clarifv any such ambiguity.

Senate Bill No. 252 which would transfer $15,U00,000 from the 
Authority's "Multi-Family Housing Loan Security Fund" to the "Low Cost 
and Low Income Multiple Family Housing Development Fund" in the 
Department of Community t Regional Affairs is an interesting piece of 
legislation which we are reviewing.



The Honorable Joe Josephson 
April 19, 1983 
Page 2

Sincere ly ,

Bertram L. Wagno 
Executive Director

BLVV :mkr

cc: Commissioner Richard Lyon, Dept, of Commerce
John Rubini, A ssistant A ttorney General, Dept, of Law

a
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A L A S K A  IN DU ST RI AL D E V E L O P M E N T  A U T H O R I T Y

1577 "C" STREET • SUITE 304 □ A N C H O R A G E ,  AL A S K A  99501-5177 □ (907) 274-1651

M a r c h  7, 1984

S e n a t o r  R i c h a r a  1. Eliason, C h a i r m a n  

S e n a t e  L abor & C o m m e r c e  C o m m i t t e e  

A l a s k a  S tate L e g i s l a t u r e  

P o u c h  V

June a u ,  A l a s k a  9 9 8 1 1  

RE: Se n a t e  Bil l  254

Dear S e n a t o r  Eliason:

W e  w o u l d  like to a g a i n  o f f e r  o u r  s u p p o r t  for S.B. 254, a b i l l  w h i c h  w o u l d  

a m e n d  the rate c h a r g e d  bo r r o w e r s  on f e d e r a l l y  g u a r a n t e e d  l o a n s  p u r c h a s e d  by 

the A u t h o r i t y .  T h e  A u t h o r i t y  b e l i e v e s  this is a goo d  bill, w h i c h  w i l l  c o r r e c t  

a p r o b l e m  that ha s a r i s e n  from time to time, as e x p l a i n e d  in the a t t a c h e d  

s e c t i o n a l  a n a l y s i s  ( A t t a c h m e n t A). We  do h a v e  a m i n o r  a m e n d m e n t  t h a t  we w o u l d  

like the c o m m i t t e e  to co nsider. T h i s  a m e n d m e n t ,  sh o w n  in A t t a c h m e n t  B, w o u l d  

not c ha n g e  the int e n t  of the bill, but would, in o u r  op i n i o n ,  add 

cl a r i f i c a t i o n .

T h e  ef f e ct  of this bill w o u l d  be to r e d u c e  our p u r c h a s e  rate on SBA loans 

fro m the p r e s e n t  l2.8% to 11%. T h e  A u t h o r i t y  feels this is a r e s p o n s i b l e  
p i e c e  of l e g i s l a t i o n  in that we only p u r c h a s e  the U.S. C o v e r n m e n t  g u a r a n t e e d  

p o r t i o n  and the y i e l d  s h o u l d  r e f l e c t  the risk as w e l l  as mov e  w i t h  the mark e t ,  

w h i c h  it does under S.B. 254.

W e  h a v e  beer, i n f o r m e d  that S e n a t o r  P e t t y j o h n  w i l l  be o f f e r i n g  an

a m e n d m e  it to S.B. 254 tha t  w o u l d  m a n d a t e  that a l l  a p p l i c a n t s  for A I D A

f i n a n c i n g  m u s t  be r e s i d e n t s of the S t a te  for at l east one y e a r  b e f o r e  an 

a p p l i c a t i o n  c ould be made. S t a t u t e  c h a n g e s  ot this n a t u r e  h a v e  been s u g g e s t e d  

p r e v i o u s l y  a n d  now, as then, w e  op p o se  s u c h  changes.

Our o p p o s i t i o n  is based u po n  iwo m a j o r  c o n s i d e r a t i o n s .  First, a n y  type 

of d u r a t i o n a l  r e s i d e nc y  r e q u i r e m e n t  a l w a y s  s eems to r a i s e c o n s t i t u t i o n a l  

questions, a n d  we w o u l d  not w a n t  the A u t h o r i t y ' s  o p e r a t i o n s  i m p e d e d  b e c a u s e  of

a c ou r t  ba t t l e  over such an issue.



S e n a t o r  R i c h a r d  E l i a s o n
M a r c h  7 ,  1 9 8 4
P a g e  2

Second, and m u c h  m o r e  i m p o r t a n t  in our view, r e s t r i c t i o n s  of this n a t u r e  

a p p e a r  to run  c o u n t e r  to the r a t i o n a l e  for the e xi s t e n c e  of A IDA. T h e

l e g i s l a t i v e  f i n d i n g s  and p o l i c i e s  d i r e c t i n g  A I D A  s p e a k  to suc h  f a c to r s  as 

d e c r e a s i n g  u n e m p l o y m e n t  by  "the e s t a b l i s h m e n t  an d e x p a n s i o n  of indust r ia l ,

m a n u f a c t u r i n g ,  a n d  b u s i n e s s  e n t e r p r i s e s  in Alas k a .  . In our min d  it is

c l e a r  that the A u t h o r i t y ' s  m i s s i o n  is to bot h  e x p a n d  e x i s t i n g  b u s i n e s s e s  an d

a t t r a c t  n e w  b u s i n e s s e s , b o t h  of w h i c h  s ho u l d  h e l p  to i n c r e a s e  e m p l oy m e n t .  It

is true that in s t i m u l a t i n g  n e w  b u s i n e s s  v e n t u r e s  in Alas ka ,  the b u s i n e s s  

i n v o l v e d  m a y  not h a v e  b e e n  in A l a s k a  for a full year p rior to ap p l i c a t i o n .  

B u t  p l e a s e  note  that th e  p r o j e c t  i t s e l f  m u s t  be in Alaska, h e n c e  the n e w  

e c o n o m i c  a c t i v i t y  w i l l  take p l a c e  in our State, r e g a r d l e s s  of w h e r e  the owners 

come from. F u r ther, s i n c e  m o s t  of our f i n a n c i n g  is of a l o n g  term nature, a n y

n e w - t o - A l a s k a  b u s i n e s s  p e o p l e  m us t  be w i l l i n g  to m a k e  a l o n g  term c o m m i t m e n t

to d o i n g  b u s i n e s s  in the State.

In point of fact, m o s t  of our a p p l i c a n t s  could eas i ly  m e e t  the one year 

r e s i d e n c y  r e q u i r e m e n t .  H o w ever, there are e x c e p t i o n s  a n d  w e  see n o t h i n g  to

g a i n  by e x c l u d i n g  this n e w  s o u r c e  of e c o n o m i c  a c t i v i t y  and jobs. Inde e d ,  even  

if this doe s  i n c r e a s e  the l e v e l  of c o m p e t i t i o n  in an industry, w e  b e l i e v e  that 

is a f a v o r a b l e  d e v e l o p m e n t  in a c o m p e t i t i v e  e c o n o m y  such as ours.

T o  s u m m a r iz e ,  the A u t h o r i t y  stronglj s u pp o r t s  S.B. 254, h o w e v e r  w e  do 

b e l i e v e  that the c l a r i f y i n g  a m e n d m e n t  we h a v e  su g g e s t e d  sh ou l d  be adopted. 

F u r ther, w e  op p o s e  the I m p o s i t i o n  of any r e s i d e n c y  r e q ui r e m e n t ,  s ince we 

b e l i e v e  it w o u l d  be c o u n t e r  to the p u r p o s e  of AIDA.

T h a n k yo u  for the c h a n c e  to comment.

S i n c e r e l y

B e r t r a m  L. W a g n o n  

E x e c u t i v e  D i r e c c o r

BLW:RE:mr
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ATTACHMENT A

SECTIONAL ANALYSIS OF SB254

S e c t i o n  1 ; Thi s  s e c t i o n  d e l e t e s  the r e f e r e n c e  to a project, as d e f i n e d  in AS 

^ 3 . 8 8 . 2 2 0 .  T h i s  d e l e t i o n  is r e q u e s t e d  to e n s u r e  that there is no d i f f i c u l t y  

w i t h  the A u t h o r i t y  p u r c h a s i n g  the SBA g u a r a n t e e d  p o r t i o n  of w o r k i n g  c a p i ta l  

a n d  i n v e n t o r y  loans. resently, it c o u l d  p o s s i b l y  be i n t e r p r e t e d  that the

A u t h o r i t y  is p r o h i b i  J f r o m  b u y i n g  t he s e  l o a n s  b e c a u s e  of the proj e c t  
d e s c r i p t i o n  of AS 4 4 . 8 8 . 2 2 0  (6).

S e c t i o n  2 : T h i s  s e c t i o n  is an eff o r t  to r e s o l v e  the d i f f i c u l t y  of

d i f f e r e n t i a l  r a t e s  b e i n g  a p p l i e d  to the same l o a n  program. P r e s e n t l y  the
m a x i m u m  rate a l l o w e d  by the U.S. S mall B u s i n e s s  A d m i n i s t r a t i o n  (SBA) o n  l oans 

g u a r a n t e e d  by them is the p r e v a i l i n g  p rime r ate plus: 2 1 / 4 %  if the l o a n  is

less than s even years; or 2 3 /4 %  if Lhe l o a n  is l o n g e r  t han s e v e n  years. T h e  

p r e s e n t  A I D A  "buy rate" for the S B A  g u a r a n t e e d  p o r t i o n  is M o o d y ' s  Aa c o r p o r a t e

i n d e x  - in essence, A I D A  is l o a n i n g  funds to the b a n k s  at this rate. T h e  bank

muy then ad d  1 1 / 2 %  to this rate for loans u n d e r  $ 1 00,000, or 1% to this rate 

for l oans over $100,000. G e n e r a l l y ,  there ha s  n o t  been a problem, but with 

two d i f f e r e n t  rates, p a r t i c u l a r l y  one b e i n g  a "s h o r t  term": raL e  ( S U A /P r i m e )

a n d  one b e in g  a "long term" rate ( A I D A / U o o d y 's Aa) the p o t e n t i u l  e x i s t s  for

the rates to be such  that A I D A  e f f e c t i v e l y  c a n n o t  buy these loans. For

Instance, the present (mid-March) r at e s  are: P r i m e  = 10.5%: M o o d y ' s  A a  =

12.4%. For  a l o a n  of less than 7 years, the SB A c e i l i n g  is 12.75% (10. 5 0 % +

2.25%). A I D A  wil l  "buy" this loa n  (i.e. p r o v i d e  funds to the bank) at 12.4%,

and a l l o w  the bank to c h a r g e  1 to 1 1 / 2 %  in e x c e s s  of the 12.4%. S i n c e  Lhe

SBA c e i l i n g  is lower, it w i l l  be the e f f e c t i v e  rate. So the bank w o u l d  have

to loan funds to the bo r r o w e r  at 1 2 . 7 5 %  and get funds f r o m  A I D A  ut 12.4%.

T h i s  spread is i n a d e q u a t e  to induce the bank to sel l  SBA l oans to AIDA. T h i s  

does not m e a n  that a bank wil l  not m a k e  an S B A  loan based upo n  s ome o L h er

s o u r e e  of funds, h o w e v e r  iL d oes s i g n i f i c a n t l y  l e s s e n  the p o s s i b i l i t y  that a 

bank will  m a k e  an S B A  l o a n  (the S B A  e s t i m a t e s  that A I D A  p u r c h a se s  70% ot a l l  

n e w  SB A  g u a r a n t e e d  l oans in Alaska).

A  s i m p l e  way  Lo e l i m i n a t e  this p r o b l e m  w o u l d  be Lo tie Lhe A I D A  rates Lo

prime. H o w e v e r  t h ' 1 could cr e a t e  a s i t u a t i o n  w h e r e  a b o r r o w e r  w a s  c o n f r o n t e d

w i L h  rates in exce. of 20% (prime e x c e e d e d  20% d u r i n g  1980 and 198.1., and

p eaked at 17% d u r i n g  1982). S e c t i o n  2 r e p r e s e n t s  a c o m p r o m is e .  It s e t s  the 

A I D A  buy rate at the le s se r  of prime, or M o o d y ' s  Aa, w i t h  a 10% floor. T his 

should a l l o w  A i D A  to "stay in the SBA bus i n e s s "  e v e n  if M o o d y ' s  Aa e x c e e d s  

prime, as in the e x a mple, but sLill pr o t e c t s  Lhe b o r r o w e r  f r o m  the e g r e g i o u s  

rates that could result from b e i n g  s t r i c t l y  Lied to prime. Th e  r a L i o n a l  for 

the 10% f l o o r  is that if rates d rop b e lo w  10%, A I D A  a s s i s t a n c e  s h o u l d  n o L  be 

needed.



ATTACHMENT B

SUGGESTED AMENDMENT FUR SB254 

*Sec. 2. A S  4 4 . 8 8 . 1 5 9 ( c )  is a m e n d e d  to read:

(c) T h e  i nt e r e s t  rate on a l o a n  p u r c h a s e d  by the a u t h o r i t y  w i t h  m o n e y  in 

the s m a l l  e n t e r p r i s e  l o a n  a c c o u n t  that is not fro m  the p r o ce e d s  of the s ale of 

a series ot bonds is the l es s e r  of (1) the p r e v a i l i n g  p r im e  rate a d o p t e d  by 

the U n i t e d  States S mall B u s i n e s s  A dm i n i s t r a t i o n ,  or (2) I E Q U A L  TOJ the mos t  

recent index of Aa c o r p o r a t e  b o n d  y i el d  a v e r a g e s  as p u b l i s h e d  by M o o d y ' s  

I n v e s t o r s  Service. However, it the i nt e r e s t  rate e s t a b l i s h e d  in a c c o r d a n c e  

w i t h  this s u b s e c t i o n  w o u l d  ba les s  than 1U percent, the i n t erest rat e  on the 

l o a n  is 1U percent.

Our re a s o n  for s u g g e s t i n g  s u c h  an a m e n d m e n t  is that it is p o s s i b l e  that 

s o m e o n e  might c o n s t r u e  the e x i s t i n g  l a n g u a g e  to be i nt e r p r e t e d  to m e a n  that 

onc e the lesser of 1 or 2 fell b e l o w  10% no l o a ns  could be made. Our 

s u g g e s t e d  a l t e r n a t i v e  w o u l d  h o p e f u l l y  c l a r i f y  any s uch ambiguity.



' V

SB 254: An Act relating to the interest rate purchased by the Alaska 

Industrial Development Authority

Set.ate Bill 254 proposes amendments to AS 44.88.159(c) which deals with 

the setting of interest rates for the purchase of SBA loans by the Author-

mandates that this rate be equal to Moody's Aa

The necessity for a change is due to the fact 

interest rate cap based upon the prime rate and,

in the prime rate over the past six months, we

ity. The current law 

corporate bond yield, 

that the SBA places an 

with the dramatic fall

are approaching the ceiling.

The foody's rate is what is referred to as a "mellow" rate in that it does 

not move either up or down as fast as prime. For example, when prime was 

at 20%, Moody's was at 15.5%. However, as prime fell Moody's, being a 

"mellow" rate, did not fall as fast and currently stands at 11.8% while 

prime is at 10.5%.

This legislation is intended to give the Authority a limited flexibility 

in setting the interest rate and at the same time preserving the integrity 

of the program by setting the rate at the lesser of prime or Moody's Aa 
with a 10% floor.

The bill, as drafted, has a technical flaw in that it may be construed to 

mean that, if prime falls below 10%, no loans could be made. This is not 

the intent and a suggested amendment is attached making it clear that if 
prime falls below 10% the loan rate will be 10%.

*Sec. 2. AS 44.88.195(c) is amended to read:

(c) The interest rate on a loan purchased by the authority 

with money in the small enterprise loan account that is not from 

the proceeds of the sale of a series of bonds is the lesser of

(1) the prevailing prime rate adopted by the United States Small 

Business Administration, or (2) [EQUAL TO] the most recent index 

of Aa corporate bond y i e l d  averages as published by Moody's 
Investors Service. However, if the interest rate established 

in accordance with 

the
this subsection would be less than 10 percent,

interest rate on the loan Is 10 percent.

Our reason for suggesting such an amendment is that it is possible that 

someone might construe the existing language to be interpreted to mean 

that once the lessor of 1 or 2 fell below 10% no loans could be made. 

Our suggested alternative would hopefully clarify any such ambiguity.

The board of directors 

and the Administration 

suggested amendment.

of the Alaska Industrial Development Authority 

recommend approval of this measure with the

Richard A. Lyon, Coiniiwss>ionci" 

^ t e :  ______________

BW/vlG8-2 
52483A ■



SB 254

S e c t i o n a l  A n a l y s i s  o f  SBA B i l l

Section 1 : This section deletes the reference to a project, as defined
in AS 44.88.220. This deletion is requested to ensure that there is no 
difficulty with the Authority purchasing the SBA guaranteed portion of 
working capital and inventory loans. Presently, it could possibly be 
interpreted that the Authority is prohibited from buying these loans 
because of the project description of AS 44.88.220(6).

Section 2 : This section is an effort to resolve the difficulty of
differential rates being applied to the same loan program. Presently the 
maximum rate allowed by the U.S. Small Business Administration (SBA) on
loans guaranteed by them is the prevailing prime rate plus: 2-1/4% if
the loan is less than seven years; or 2-3/4% if the loan is longer than
seven years. The present AIDA "buy rate" for the SBA guaranteed portion 
is Moody's Aa corporate index - in essence, AIDA is loaning funds to the 
banks at this rate. The bank may then add 1-1/2% to this rate for loans 
under $100,000, or 1% to this rate for loans over $100,000. Generally, 
there has not been a problem, but with two different rates, particularly 
one being a "short term" rate (SBA/Prime) and one being a "long term" 
rate (AIDA/Moody's Aa) the potential exists for the rates to be such that 
AIDA effectively cannot buy these loans. For instance, the present
(mid-March) rates are: Prime = 10.5%; Moody's Aa = 12.4%. For a loan of
less than 7 years, the SBA ceiling is 12.75% (10.50% + 2.25%). AIDA will 
"buy" this Iran (i.e. provide funds to the bank) at 12.4%, and allow the 
bank to charge 1 to 1-1/2% in excess of the 12.4%. Since the SBA ceiling 
is lower, it will be the effective rate. So the bank would have to loan 
funds to the borrower ->.t 12.75%, and get funds from AIDA at 12.4%. This 
spread is inadequate to induce the bank to sell SBA loans to AIDA. This 
does not mean that a bank will not make an SBA loan based upon some other 
source of funds, however it does significantly lessen the possibility
that a bank will make an SBA loan (the SBA estimates that AIDA purchases
70% of all new SBA guaranteed loans in Alaska).

A simple way to eliminate this problem would be to tie the AIDA rates to
prime. However this could create a situation where a borrower was
confronted with rates in excess of 20% (prime exceeded 20% during 1980 
and 1981, and peaked at 17% during 1982). Section 2 represents a
compromise. It sets the /VIDA buy rate at the lesser of prime, or Moody's
Aa, with a 10% floor. This should allow AIDA to "stay in the SBA 
business" even if Moody's Aa exceeds prime, as in the example, but still 
protects the borrower from the egregious rates that could result from 
being strictly tied to prime. The rational for the 10% floor is that if 
rates drop below 10%, AIDA assistance should not be needed.

Suggested amendment for S.B. 254 is: (see attached page)



(c) The interest rate on a loan purchased by the authority with 
money in the small enterprise loan account that is not from the proceeds 
of the sale of a series of bonds is the lesser of (1) the prevailing prime 
rate adopted by the United States Small Business Administration, or (2)
[EQUAL TO] the most recent index of Aa corporate bond yield averages as
published by Moody's Investors Service. However, if the interest rate 
established in accordance with this subsection would be less than 10 
percent, the interest rate on the loan is 10 percent.

Our reason for suggesting such an amendment is that it is possible
that someone might construe the existing language to be interpreted to 
mean that once the lesser of 1 or 2 fell below 10% no loans could be made. 
Our suggested alternative would hopefully clarify any such ambiguity.
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A L A S K A  I N D U S T R I A L  D E V E L O P M E N T  A U T H O R I T Y

1577 "C" S T R E E T  • SUITE 304 □ A N C H O R A G E ,  A L A S K A  99501-5177 □ (907) 274-1651

January 30, 1984

Senator Rick Halford 
Alaska State Legislature 
Pouch V
Juneau, Alaska 99811 

Dear Senator Halford:

As you may recall, this fall a hearing was held by a subcommittee on 
loans and there was considerable discussion on assistance to the small 
borrowers.

Our SBA purchase program has been active in this area and a bill is 
pending in the legislature which would perhaps be of assistance to some 
Alaskans. We support the intent of this bill, but would like to offer a 
technical amendment which would read as follows:

*Sec. 2. AS 44.88.159(c) is amended to read:

(c) The interest rote on a loan purchased by the authority with 

money in the small enterprise loan account that is not from the proceeds 
of the sale of a series of bonds is the lesser of (1) the prevailing prime 
rate adopted by the United States Small Business Administration, or (2) 
[KQUAL TO] the most recent index of Aa corporate bond yield averages as 
published by Moody's Investors Service. However, if the Interest rate 
established in accordance with this subsection would be less than 10 
percent, the interest rate on the loan is 10 percent.

Our reason for suggesting such an amendment is that it is possible 
that someone might construe the existing language to be interpreted to 
mean that once the lessor of 1 or 2 fell below 10% no loans could be 
made. Our suggested alternative would hopefully clarify any such 
ambiguity.



S e n a t o r  H a l f o r d
J a n u a r y  3 0 ,  1 9 8 4
P a g e  2

The^ffect^£ff^fKlB^lll'3w u T 3 ^ e ^ t o ^ e d u c F ' o u F r̂ ^ f c h a ^ ?,i'rate^6nf̂ B A <Pc‘ 
loans :.from ’the ’present 12.7% to 11%. The Authority feels this is a 
responsible piece of legislation in that we only purchase the U.S. 
Government guaranteed portion and the yield should reflect the risk as 
well as move with the market which it does under S.B. 254.

If I can answer any questions please advise.

Sincerely,

— —
Bertram L. Wagnon 
Executive Director

BLW:mr
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A I D A  B o a r d  o f  D i r e c t o r s ^ v i e e t i n g  
F e b r u a r y  2 5 ,  19>J3 -  M i n u t e s  
P a g e  5

V i c e  C h a i r m a n  H a r p e r  a s k e d  i f  t h e r e  w e r e  a n y  q u e s t i o n s  o r  
c o m m e n t s  a n d  t h e r e  w e r e  n o n e .

D e p u t y  C o m m i s s i o n e r  T e r r y  E l d e r  e n t e r e d  t h e  m e e t i n g  a t  t h i s  t i m e .

V i c e  C h a i r m a n  H a r p e r  t h e n  r e q u e s t e d  a r o l l  c a l l  v o t e .

U p o n  r o l l  c a l l  v o t e :  M a r k  L e w i s  -  y e s ,  R o b e r t  H e a t h  -  y e s ,  L e e
C o f f m a n  -  y e s ,  T e r r y  E l d e r  -  y e s ,  a n d  w i t h  M i c h a e l  H a r p e r  a b ­
s t a i n i n g  f r o m  v o t i n g .

7 .  D I R E C T O R  R E P O R T S  / C O M M E N T S

A .  O u t s t a n d i n g  E l i g i b i l i t y  R e s o l u t i o n s / B o n d  S a l e / S B A  R e p o r t s

E x e c u t i v e  D i r e c t o r  W a g n o n  r e v i e w e d  t h e  s u m m a r y  o f  e l i g i b i l i t y  r e s o ­
l u t i o n s .  H e  s a i d  t h e y  a r e  i s s u e d  b a s i c a l l y  t o  d e t e r m i n e  w h e t h e r  t h e  
A u t h o r i t y  f e e l s ,  o n  a p r e l i m i n a r y  b a s i s ,  t h e y  q u a l i f y  f o r  t a x - e x e m p t  
f i n a n c i n g .  M r .  W a g n o n  s t a t e d  t h a t  a p p r o x i m a t e l y  50% o f  t h e  e l i g i ­
b i l i t y  r e s o l u t i o n s  b e c o m e  r e a l i t y .

M r .  W a g n o n  r e v i e w e d  t h e  b o n d  s a l e  r e p o r t  w i t h  t h e  B o a r d .  H e  
s a i d  t h e  A u t h o r i t y  a n t i c i p a t e s  h a v i n g  a n o t h e r  b o n d  s a l e  p e r h a p s  
in  A p r i l .

T h e  E x e c u t i v e  D i r e c t o r  s u m m a r i z e d  t h e  S B A  r e p o r t .  M r .  W a g n o n  
s a i d  t h a t  s t a t u t e s  m a n d a t e  t h a t  o n  t h e  S B A  p r o g r a m ,  t h e  A u t h o r i t y ' s  
b u y  r a t e  i s  M o o d y ' s  A A  I n d e x .  M r .  W a g n o n  s a i d  t h a t ,  " S B A  p l a c e s  
a c a p  o n  t h e i r  r a t e ,  b u t  t h e  c a p  i s  n o t  b a s e d  o f f  o f  M o o d y ' s  i t ' s  
b a s e d  o f f  o f  p r i m e .  T h e  c a p  r e a d s  a s  f o l l o w s :  t e r n  o f  s e v e n  y e a r s
o r  l e s s  -  p r i m e  p l u s  2%, t e r m  o f  g r e a t e r  t h a n  s e v e n  y e a r s  -  p r i m e  
p l u s  ? 3 / 4 .  R i g h t  n o w  w e ' r e  r u n n i n g  a p r i m e  o f  11% a s  o f  y e s t e r ­
d a y ,  a n d  i f  y o u  a d d  2 3/ 4  t o  t h a t  y o u ' r e  a t  1 3 . 7 5 .  M o o d y ' s  A A  
i s  r u n n i n g  a t  1 2 . 6  a s  o f  l a s t  w e e k  a n d  I a d d  m y  1 t o  t h a t  a n d  i t ' s  
1 3 . 6 .  S o  o n  t h e  o v e r  s e v e n s  I 'm  O K ,  o n  t h e  u n d e r  w e  h a v e  a m i n o r  
t i l t .  I u n d e r s t a n d  p r i m e  i s  m o v i n g  a t  1 0 J ,  i f  t h a t ' s  t h e  c a s e  w e  c o u l d  
h a v e  a p r o b l e m ;  a n d  t h e  o n l y  r e m e d y  I s e e  i f  i t  c o n t i n u e s  t o  s t a y  o u t  
o f  w h a c k  w i l l  b e  l e g i s l a t i o n .  W e ' v e  d o n e  s o m e  r e s e a r c h  a n d  w o r k e d  
o n  i t .  I ' v e  m e t  w i t h  F r a n k  C o x ,  a t  S B A ,  t o  g e t  h i s  o p i n i o n .  W e ' v e  
r u n  s o m e  g r a p h s  o f  M o o d y ' s  v e r s u s  p r i m e  t o  s e e  h o w  f a r  t h e y  f a l l  
o u t  o f  s y n c  a n d  w h e n .  T h e  o b v i o u s  a n s w e r  i s  t o  d u m p  M o o d y ' s  
a n d  t i e  i t  t o  p r i m e .  T h a t  m a y  b e  t h e  a p p r o p r i a t e  t h i n g  t o  d o ,  b u t  
t h e  M o o d y ' s  r a t e  d o e s  h a v e  a n  i n t e r e s t i n g  c h a r a c t e r i s t i c ,  i t ' s  a 
m e l l o w  r a t e .  W h e n  p r i m e  w a s  a t  2 1 ,  M o o d y ' s  w a s  a t  1 5-J -  w h i c h  i s  
k i n d  o f  n i c e  i n  t h a t  m a y b e  w h e n  t i m e s  a r e  b a d  t h a t ' s  w h e n  w e ' r e  
( A I D A )  s u p p o s e d  t o  b e  h e l p i n g  p e o p i e  o u t .  Y e t  o n e  o f  t h e  o t h e r  
c h a r a c t e r i s t i c s  o f  t h e  M o o d y  r a t e  i s  t h a t  i t  i s  a  3 0 - y e a r  r a t e  a n d  
n o w  t h a t  p r i m e ' s  a t  11,  M o o d y ' s  i s  n o t  d r o p p i n g  d o w n  f a s t  -  a n d  i t ' s  
n o w  1 2 . 6 .  B y  m e l l o w  I m e a n  i t  d o e s n ' t  m o v e  a s  f a s t  a n d  i t  k i n d  o f  
s t a y s  i n  a m o r e  m i d d l e  b a n d .  I f  t h e  p r o b l e m  c o n t i n u e s ,  r e s t



IAS44.88.159 DOCUMENT^ 1 OF 1 PAGE = 1 OF 2
CHAPTER = 44.88 
SECTION = 44.88.158 
TITLE * 44 

IEADINGS TITLE 44.
STATE GOVERNMENT.
CHAPTER 08.
ALASKA INDUSTRIAL DEVELOPMENT AUTHORITY.
ARTICLE 3.
FINANCIAL PROVISIONS.

CITATION SEC. 44.88.158.
CATCH LINE

SMALL ENTERPRISE LOAN ACCOUNT.
'EXT (A) A SMALL ENTERPRISE LOAN ACCOUNT IS ESTABLISHED IN THE

ENTERPRISE DEVELOPMENT FUND. THE ACCOUNT MAY BE COMPOSED OF 
MONEY OR ASSETS APPROPRIATED OR TRANSFERRED TO THE AUTHORITY, 
INTEREST ON INVESTMENTS AND LOANS OF THE SMALL ENTERPRISE LOAN 
ACCOUNT, THE UNPLEDGED INCOME OF THE ENTERPRISE DEVELOPMENT FUND, 
AND OTHER MONEY OR ASSETS DEPOSITED IN IT BY THE AUTHORITY.

(B) THE AUTHORITY MAY USE MONEY IN THE SMALL ENTERPRISE LOAN
ACCOUNT TO PURCHASE THE GUARANTEED PORTION OF A LOAN MADE BY A
PRIVATE FINANCIAL INSTITUTION AFTER JUNE 30, 1981, TO A SMALL 
ENTERPRISE TO PAY THE COST OF A PROJECT, AS DEFINED IN AS
44.88.220, IF THE LOAN IS GUARANTEED BY THE UNITED STATES OR AN
AGENCY OR INSTRUMENTALITY OF THE UNITED STATES, INCLUDING, BUT 
NOT LIMITED TO, THE SMALL BUSINESS ADMINISTRATION, THE NATIONAL 
MARINE FISHERIES SERVICE, AND THE FARMERS HOME ADMINISTRATION.

<C) THE AUTHORITY MAY PURCHASE LOANS ORIGINATED BY THE 
ALASKA RURAL REHABILITATION CORPORATION WHICH ARE MADE TO

11S44.88.158 DOCUMENT« 1 OF
AGRICULTURAL ENTERPRISES. LOANS 
MAY BE SECURED BY SUBSTITUTE COLI 
DOES 
FOR

IISTQRY

FROM
THAT
(SEC

PAGE ~ 2 OF 2
PURCHASED UNDER THIS SUBSECTION 
.ATERAL IF THE AMOUNT OF THE LOAN 

NOT EXCEED 75 PERCENT OF THE VALUE OF THE TOTAL COLLATERAL 
HE LOAN. LOANS MAY BE PURCHASED UNDER THIS SUBSECTION ONLY 
MONEY APPROPRIATED TO THE SMALL ENTERPRISE LOAN ACCOUNT FOR 
PURPOSE.
65 CH 106 SLA 1980; AM SEC. 40 CH 115 SLA 1981)

«)601 * END OF DOCUMENTS IN LIST -- ENTER RETURN OR ANOTHER COMMAND.
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c

"An Act relating to Presumptions under 

the Alaska Workers' Compensation Act."

C o n t a c t A l/ P ' L< McCl intock 

/ '465-2790

0
D a t e  March 2 8 , 1984

This bill attempts to broaden the rebuttable presumption for firefighters and 

police officers by adding the specific language that disability or death of a 

firefighter from heart or lung disease or disability or death of a police

officer from heart disease arises out of and in the course of employment if the

person has been continuously employed in the job class for three years or more.

Existing language in the Act provides coverage for occupational diseases arising 

out of and in the couro* of employment. The definition of injury under AS 

23.30.265(13) includes "occupational disease or infection which arises naturally 

out of the employment or which naturally or unavoidably results from an a cc i­

dental injury" as coming within the provisions of the Act.

Under the provisions of AS 23.30.120 it is already presumed, in absence of 

substantial evidence to the contrary, that a claim comes within the provisions 

of the Act provided that sufficient notice of the claim has been given; that the

injury was not proximately caused by intoxication or by the employee being under

the influence of non-prescribed drugs; and the injury was not the result of the 

employee's willful intent to injure or kill himself or another.

The provisions of AS 23.30.105 specify the time periods for an employee to file 

a claim as: 1) two years after the employee has knowledge of the nature of his

disability and its relation to his employment and after disablement; and 2) one

yea r afte~ death. The Act further provides that in case of a latent defect, the

employee has full right to claim as determined by the Board, time limitations

notwithstanding.

The Department acknowledges the hazards connected 'ith these particular o c c u­

pations; however, we feel chat the present language of the Act fully protects 

them for occupational injury or disease claims. If it can be shown that a 

problem does exist under Alaska's current law and that legislation is needed to 

protect the specific job classes of firemen and policemen, we  would support such 
legislation.

APPROVED:

Jim Robison 

Conn*, i ssioner
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T i t l e  "An Act relating to Presumptions under the C o n t a c t :  j. L. McClintock
Alaska Workers' Compensation Act."

Bill N o .  Senate Bill 262 D a t e  April 25, 1983

The Department questions the need for legislation that sets a certain group of 

employees apart from other employees, particularly when existing language in the 
Act provides coverage for occupational diseases arising out of and in the course 
of  employment.

The definition of injury under AS 23.30.265(13) includes "occupational disease or 

infection which arises naturally out of the employment or which naturally or unav oi d­
ably results from an accidental injury" as coming within the provisions of the Act.

Under the provisions of AS 23.30.120, it is already presumed, in absence of sub­

stantial evidence to the contrary, *!iit a claim comes within the provisions of the 

Act provided that sufficient notic- of the claim has been given; that the injury 

was not proximately caused by intoxication or by the employee being under the influ­

ence of non-prescribed druas; and the injury was not the result of the employee's 

willful intent to injure or kill himself or another. Does enactment of this bill 
mean the provisions in Section 120 do not apply to this certain class of employees 

or are the new provisions in addition to the existing presumption? The language in 
Subsection (c) of the proposed bill is confusing as to which disease relates to 

which job class, i.e., lung disease and its relationship to policy officers or em e r­

gency medical service providers.

The Department recommends that further research be done to identify the problems 
under the Alaska Act that this legislation is attempting to resolve. Ii it is 

clearly shown that legislation is needed for this particular class of employees, a 

review of other states' legislation should be undertaken. Also, the Division of 

Insurance should be requested to obtain a cost analysis from NCCI.

Approved by:

Jtni Robison, Commissioner 

Department of Labor
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Alaska Health Project
417 West Eighth Avenue —  P. 0. Box 10-1037, Anchorage, Alaska 99510 —  (907)276-2864

M a r c h  28, 1984

TO: S e n a t e  L a b o r  an d  C o m m e r c e  C o m m i t t e e

FROM: D a v i d  W i g g l e s w o r t h

O c c u p a t i o n a l / E n v i r o n m e n t a l  H ea l t h  S p e c i a l i s t

S U B J E C T  RE: T e s t i m o n y  in S u p p o r t  o f  2nd S p o n s o r  S u b s t i t u t e  for Senate

B ill No. 262, A n  A c t  Re l a t i n g  T o  P r e s u m p t i o n  U n d e r  the Alaska 

Workers' C o m p e n s a t i o n  Act.

A l a s k a  H e a l t h  P r o j e c t  a p p r e c i a t e s  the o p p o r t u n i t y  to t e s t i fy  in supp o r t  of 

S B  262 ~ - a bill w h i c h  will  g i v e  f i r e f i g h t e r s  an d  p o l i c e  o f f i c e r s  the m e a n s  

to r e c e i v e  the c o m p e n s a t i o n  t h a t  they ju s t l y  deserve.

O v e r  1 0 0 , 0 0 0  w o r k e r s  d i e  a n n u a l l y  from o c c u p a t i o n a l  diseases. Yet, n a t i o n a l l y  

a n d  in Alas ka ,  worke r s '  c o m p e n s a t i o n  laws h a v e  g r o s s l y  n e g l e c t e d  this i m p o r t a n t  

issue. In 1980, the U.S. D e p a r t m e n t  of L a b o r  r e p o r t e d  that o n l y  10 p e r c e n t  o f  

i n j u r y  c o m p e n s a t i o n  c a s e s  w e r e  c o n t e s t e d  by insurers, w h i l e  a m uc h  higher 

p e r c e n t a g e  o f  d i s e a s e  c as e s  w e r e  contested. Fo r  e x a mple, 78 p e r c e n t  of all 

r e s p i r a t o r y  d i s e a s e  c a s e s  w e r e  c o n t e s t e d  in 1980. O f  these, o v e r  75 p e r c e n t  

e n d e d  in a c o m p r o m i s e . ^

C l e a r l y ,  the m a i n  q u e s t i o n  in m o s t  injury c a s e s  is d e t e r m i n i n g  the ex t en t  o f  the 

d i s a b i l i t y  an d  n o t  the v a l i d i t y  of the claim. W h i l e  in cases involving 

o c c u p a t i o n a l  d i s ease, the f u n d a m e n t a l  q u e s t i o n  is w h e t h e r  such an illness is 

j o b - r e l a t e d  a n d  u l t i m a t e l y  w h e t h e r  o c c u p a t i o n a l  i l l n e s s  exists.

I a m  n o t  s u g g e s t i n g  tha t  h u n a n  d i s e a s e  stems o n l y  from the w o rkplace. However,

I a m  d r a w i n g  a t t e n t i o n  to the f act that r e s e a r c h  is n o w  i n d i c a t i ng  that w o r k p l a c e s  

a r e  a f f e c t i n g  the p r o l i f e r a t i o n  o f  d i s e a s e  in ou r  society. T he  q u e s t i o n  not 

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

w h i c h  s h o u l d  be, is g i v e n  the f ac t  that d i s e a s e  and i l l n e s s  ex i s t s  in o u r  

society, to w h a t  e x t e n t  d o e s  the e v id e n c e  i n d i c a t e  that c e r t a i n  o c c u p a t i o n s  

a n d  job c o n d i t i o n s  a c t u a l l y  e x a c e r b a t e  and p o s s i b l y  c a u s e  the w i d e  range of 

d i s e a s e  f o u n d  in o u r  g e n e r a l  p o p u l a t i o n ?

In the c a s e  o f  f i r e f i g h t e r s  a n d  p o l i c e  o f f i c e r s , e v i d e n c e  c l e a r l y  i n d icates that 

the o n s e t  o f  c o m m o n  d i s e a s e s  to the lung a n d  h e a r t  ar e  g r e a t l y  e n h a n c ed  (and 

p o s s i b l y  caused) b y  the r e q u i r e m e n t s  of t h e i r  jobs. T h e  stres se s  and stra i ns  

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

( t e m p er a t u r e  e x t r e m e s ) , trauma, burns, e x p o s u r e  to t o x ic  s u b s t a n c e s are all 

p r e d i s p o s i n g  fact o r s  in the c a u s a t i o n  of  s e v e r al  c a r d i a c  d i s o r d e r s  and lung 

d i s e a s e s .  F o r  example:

0
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S t r e s s : T h e  h u m a n  b o d y ' s  r e a c t i o n  to st r e s s  r e s u l t s  in seve r a l b i o c h e m i c a l

c h a n g e s  t h a t  p u t  a s tr a i n  o n  the h e a r t  thu s  p r o m o t i n g  c o r o n a r y  thrombosis, 

a r t e r i o s c l e r o s i s ,  an d  h y p e r t e n s i o n .  T h e s e  c h a n g e s  include:

* The release of hormones which affect the rate of 
metabolism,

* i n c r e a s e  in b l o o d  pr e s s u r e ,

* i n c r e a s e  in the p r o d u c t i o n  o f  b l o o d  sugar;

* increase in pulse rate to provide an increased 
blood supply to cardiac and striated muscles,

* increase in cholesterol and fatty acids in the body.^

D o c u m e n t e d  e v i d e n c e  c o n c l u d e s  t h a t  h y p e r t e n s i o n ,  c o r o n a r y  thrombosis, the 

a n g i n a l  syndrome, an d  m a n i f e s t a t i o n s  of a c c e l e r a t e d  a t h e r o m a t u s  c h a n g e s  are

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

o c c u p a t i o n s . 3 Moreover, r es e a r c h  a t t e s t s  to th e  fact t h a t  a r t e r i o s c l e r o s i s  

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

e x p o s e d  to st r e s s  a n d  strain than in the p o p u l a t i o n  a c  l a r g e . " 4 Th e  reports 

i n d i c a t e  t h a t  the a c c e l e r a t i o n  o f  h e a r t  d i s e a s e  is not u n c o m m o n  in o c c u p a t i o n s  

s uch as f i r e f i g h t i n g  b e c a u s e  of " e x p o s u r e  to h a z a r d o u s  p h y s i c a l  t a s k s . "5

T e m p e r a t u r e / E n v i r o n m e n t a l  Condi t i o n s : ® The s t r e s s  c a u s e d  b y  c old t e m p e r a t u r e s  

a l s o  e f f e c t s  the tissue of the b ody. E x p o s u r e  to the c o l d  causes:

* el e v a t e d  pu l s e  rate,

* i n c r e a s e d  b l o o d  p r e ss u r e ,

* vasosp as m s .

C o n t i n u o u s  e xp o s u r e  t o  co l d  has b e e n  k n o w n  e x p e r i m e n t a l l y  

to cause:

* p e r s i s t e n t  h y p e rt e n s i o n ,

* c a r d i a c  h y p er t r o p h y ,

* c a r d i o v a s c u l a r  h v a l i n o si s ,

* n e o p h r o s c l e r o s i s  (hardening o f  th e  k i d n e y ) .

E x p o s u r e  to e x c e s s i v e  h e a t  can r e s u l t  in a v a r i e t y  o f  p h y s i o l o g i c a l  effects. 

P r i n c i p a l l y ,  e x p o s u r e  to hea t p u t s  g r e a t  s t r a i n  o n  the c a r d i o v a s c u l a r  system.

In c o n j u n c t i o n  w ith p e r s o n a l  p r o t e c t i v e  e q u i p m e n t  (weighing up to 50 pounds) 

p h y s i c a l  w o r k  m a y  b e c o m e  next to i m p o s s i b le .  P e r s o n s  w i t h  p r e - e x i s t i n g  h eart 

d i s e a s e  are e s p e c i a l l y  at risk.

T o x i c  F u m e s / H a z a r d o u s  M a t e r i a l s : E v i d e n c e  i n d i c a t e s  tha t e x po s u r e  to toxic fumes

a n d  v a p o r s  c a n  res u l t  in h eart d i s e a s e  and i r r e v e r s i b l e  p u l m o n a r y  c h a n g e s  such as 

e m p h y s e m a  a n d  fibrosis. T h e d e c o m p o s i t i o n  o f  " e v er y d a y "  p l a s t i c  (VC,PVC) can 

r e l e a s e  a v a r i e t y  of t o x i c g a s e s  s u c h  as c a r b o n  m o n o x i d e ,  phosgene, h y d r o g e n  

cyanide, a n d  h y dr o g e n  chloride. In m a r y  i n s t a n c e s ,  the p h y s i o l o g i c a l  effe ct s  o f  

t h e s e  g a s es  d o  not fully a pp e a r  u n t i l  seve r a l  h o u r s  a f t e r  exposure.
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F o r  example, the c o r r o s i v e  a c t i o n  o f  h y d r o g e n  c h l oride i n h a l a t i o n  is oft.>n 

d e l a y e d  as m u c h  as 12 to 24 h ours a f t e r  e x p o s u r e . 7 Ph o s g e n e  gas has a 

l a t e n c y  p e r i o d  o f  5 to 12 hours. E x p o s u r e  to p h o s g e n e  c a n  cause r espiratory 

t r a c t  i r r i t a t i o n s  and in some inst a n ce s ,  p u l m o n a r y  edema. C h r o n i c  exposure 

to p h o s g e n e  c a n  c ause e m p hy s e m a  a n d  f i b r o s i s . 13

E x p o s u r e  to p l a s t i c  fumes have a l s o  b e e n  k n o w n  to cause a h e a r t  d i s o r d e r  called 

p r e m a t u r e  v e n t r i c u l a r  beat. (This is e s p e c i a l l y  serious for f i r e f ighters w ith 

p r e - e x i s t i n g  c o r o n a r y  a r t e r y  d i s e a s e ^ ) . P r e m a t u r e  v e n t r i c ul a r  b e a t  can lead 

to sud d e n  d e a t h  syndrome.

C l e a r l y ,  toxic fumes fro m  b u r n i n g  pla st i c s ,  are o n l y  a few  of the m a n y  toxic 

g a s e s  to w h i c h  f i r ef i g h t e r s  arid p o l i c e  are e x p o s e d  to a t ' a  fire. Some of the 

h a z a r d o u s  m a t e r i a l s  to w h i c h  f i r e f i g h t e r s  an d  p o l i c e  o f f i c e r s  m a y  b e  exposed 

to in the A n c h o r a g e  a re a  are: p e s t i c i d e s ,  solvents, PCBs, adhesives, resins,

p a i n t s ,  laquers, jet fuel, o x i d i z e r s ,  reactants, explosives, and flammables.

V i r t u a l l y  e v e r y  b u s i n e s s  and hom e  in A n c h o r a g e  and F a i r b a n k s  u t i l iz e s  hazardous 

a n d / o r  t o x i c  m aterials, which, w h e n  e x p o s e d  to the heat o f  a fire, decompose 

i n t o  n o x i o u s  a n d  toxic g a s es  w h i c h  c o u l d  c a u s e  l ung d a m a g e  if inhaled. 

F u r t h e r m o r e ,  the i rr i t a t i n g  p r o p e r t i e s  of m a n y  o f  these g a s e s  o n  the throat 

l e a d s  to the p r o d u c t i o n  of e x c e s s i v e  mucous. Infections thrive on mucous, so 

t h a t  c h r o n i c  i r ri t a t i o n  "may e a s i l y  lead to in creased s u s c e p t i b i l i t y  to 

r e s p i r a t o r y  i n f e c t i o n s . 10

W h a t  ef f e c t  has job c o n d i t i o ns  a n d  job r e q u i r e m e n t s  had o n  the lungs and 

h e a r t s  of f i r e f i g h t e r s  a n d  po l i c e  o f f i c e r s ?  A r e v i e w  of some a v a i l a b l e  

e p i d e m i o l o g i c a l  studies d at i n g  b a c k  to the 195 0 ' s  reveal som e  g r i s l y  statistics:

* In 1950, a study b y  the U.S. D e p a r t m e n t o f  Health 

E d u c a t i o n  and W e l f a r e  i n v e st i g a t e d  the m o r t a l i t y  

r ates for Cc.*-diovascular d i s e a s e  suffered b y  male 

f i r e f ig h t e r s  c o m p a r e d  to m a l e s  in all occupations.

T h e  r e s ul t s  i n d i c a t e d  that for every 158 fir e f i gh t e r s  

w h o  d i e d  of C.V.D. 100 m a l e s  in all o ther oc c u p a t i o n s  

d i e d  of similar p r o b l e m s . 11

* F r o m  1940 - 1980, the I n s t i t u t e  for C a n c e r  and B lood 

R e s e a r c h  studied 1 ,5 5 7  d e a t h  c e r t i f ic a t e s  o f  active 

and reti r ed  f i r e f i g h t e r s  c o n c l u d e d  that f i r e f i g h t e r s  

face a 1 to 3 c h a n c e  of d y i n g  Frorn cancer versus a

1 to 5 ch a n c e  a m o n g  the g e n e r a l  p o p u l a t i o n . 12

* In 198i, o c c u p a t i o n a l  d i s e a s e  caused 404 fire f i g h t e r s 

to retire or c h a n g e  jobs, the m o s t  com.,'•on d i s e a s e  being 

h e a r t  d i s e a s e . 13

* In 1981, the m o r t a l i t y  rates for firefighter.; was 58 deaths

p e r  100, 0 0 0  c o m p a r e d  to 12 d e a t h s  per 1 0 0 , 0 0 0  for al l  U.S. 

industry. That's f i v e  times the national average'.1 **

0



m  ©
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  

M a r c h  28, 1984 

P a g e  4

* A m o n g  f i r e f i g h t e r  d e a t h s  f r o m  o c c u p a t i o n a l  disease, 60 

p e r c e n t  r e s u l t e d  fro m  h e a r t  disease, 33 p e r c e n t  fro m  

l u n g  cancer, and  4 p e r c e n t  fro m  lung d i s e a s e . 15

* T h e  N a t i o n a l  I n s t i t u t e  for O c c u p a t i o n a l  Safety and 

H e a l t h  (NIOSH) h a s  p e r f o r m e d  a se r i es  o f  studies o n  

h i g h  st r e ss  o c c u p a t i o n s  such as p o l i c e  officers. T h e  

f i r s t  s t u dy  wa s  p e r f o r m e d  in 1972 w h i c h  tr i g g e r e d "a 

b r o a d e r  l o n g - t e r m  study u n d e r t a k e n  in c o o p e r a t i o n  w i t h  

the P o l i c e  F o u n d a t i o n  and the I n t e r n a t i o n a l  C o n f e r e n c e
of  P o l i c e  A s s o c i a t i o n s . " ^

* A t e n - y e a r  s tudy (1965-1975) p e r f o r m e d  b y  the C a l i f o r n i a

D e p a r t m e n t  of L a b o r  r e v e a l e d  tha t 78 p e r c e n t  of f i r e f ig h t e r

f a t a l i t i e s  in C a l i f o r n i a  w e r e  a t t r i b u t a b l e  to c a r d i o v a s c u l a r  

s t r a i n  o r  d i s ease. Of note, the C a l i f o r n i a  L a b o r  C o d e

' e s t a b l i s h e s  for f i r e f i g h t e r s  the d i s p u t a b l e  p r e s u m p t i o n s  

that hernia, h e a r t  trouble, an d  p h e u m o n i a  a rise o u t  o f  and 

in the co u r s e  of e m p l o y m e n t . 17

* T h i r t y - e i g h t  (38) o t h e r  sta t e s  h a v e  a d o p t e d  l e g i s l a t i o n  

a f f o r d i n g  p r o t e c t i o n  to f i r e f i g h t e r s  s u f f e r i n g  f rom d i s e a s e  

of the h e a r t  and l ung o u t  o f  and in the co u r s e  of e m p l oy m e n t .

In the final a nalysis, the d e b a t e  c o n c e r n i n g  p r e s u m p t i v e  o c c u p a t i o n a l  d i s e a s e  

l e g i s l a t i o n  is o n l y  just b eg i n n i n g .  The d i f f i c u l t y  o f  r e la t i n g  a d i s e a s e  to a 

p a r t i c u l a r  p r o f e s s i o n  w i l l  not a l l o w  for a q u i c k  and ea s y  r e s o l u t i o n  of this 

debate. In the m e a n t i m e ,  however, d e c i s i o n s  in all workers' c o m p e n s a t i o n

c a s e s  i n v o l v i n g  inj u r y or  illness, or both, m u s t  be b a s e d  on a n  e v a l u a t i o n  of

the best a v a i l a b l e  information. G i v e n  the facts, it stands to r e a s o n  that 

f i r e f i g h t e r s  a.d p o l i c e  o f f i c e r s  should no lon g e r  h e a r  the burd e n  o f  p r o v i n g  

that d i s e a s e s  to their h e ar t  and lungs are o c c u p a t i o n a l l y  related. T h e  fact 

that these d i sease- ca n  attack w h i l e  they a r e  o f f  d u t y  should not p r e c l u d e  

t h e m  from r e c e i v i n g  c o m p e n sa t i o n .  U ndeniably, p o l i c e  o f f i c e r s  an d  f i r e f i g h t e r s  

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

and c a u s e d a m a g e  to the l ungs a n d  d i s o r d e r s  in the heart.

A l a s k a  H e a l t h  P r o j e c t  u r ge s  vhe S e n a t e  L a bo r  a n d C o m m e r c e  C o m m i t t e e  to su p p o r t  

2.id SSSB 262 and a d v o c a t e  its c a p i d  adoption.

i)
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De a r  S e n a t o r  J o s e p h s o n :

I ha v e  r e c e n t l y  r e c e i v e d  a c o p y  of S p o n s o r  S u b s t i t u t e  for 
S e n a t e  Bi l l  No. 262 w h i c h  is an a m e n d m e n t  to §.120 of the A l a s k a  
W o r k e r s '  C o m p e n s a t i o n  Act. I a m  w r i t i n g  to y o u  b e c a u s e  y o u  are 
a c o - s p o n s o r  o f  the Bill.

As y o u  know, the A l a s k a  W o r k e r s '  C o m p e n s a t i o n  Act has a 
r e b u t t a b l e  p r e s u m p t i o n  th a t  a c l a i m  is c o m p e n s a b l e .  H o w e v e r ,  
u n d e r  s e v e r a l  A l a s k a  S u p e r e m e  C o u r t  d e c i s i o n s  i n t e r p r e t i n g  the 
Act, the p r e s u m p t i o n  d o e s  not a r i s e  u n t i l  the e m p l o y e e  c o m e s  
f o r w a r d  w i t h  s o m e  e v i d e n c e  r e f l e c t i n g  that the i n j u r y  or 
d i s e a s e  is s o m e h o w  c o n n e c t e d  w i t h  his e m p l o y m e n t .  U n der n o r m a l  
c i r c u m s t a n c e s ,  t h a t  e v i d e n c e  is p r e s e n t e d  t h r o u g h  a m e d i c a l  
r e p o r t  by a t r e a t i n g  p h y s i c i a n .

Your a m e n d m e n t  to §.120 of the A c t  is a p p a r e n t l y  i n t e n d e d  to 
a l l o w  a narjrow s e g m e n t  of the w o r k  f o r c e  to o b t a i n  the b e n e f i t s  
of the p r e s u m p t i o n  of c o m p e n s a b i l i t y  w i t h o u t  p r e s e n t i n g  a n y  
e v i d e n c e  of w o r k  r e l a t i o n s h i p  if the d i s a b i l i t y  or d e a t h  a r i s e s  
f r o m  h e a r t  or lung d i s e a s e .  The a m e n d m e n t  is a p p a r e n t l y  
d e s i g n e d  w i t h  the a s s u m p t i o n  t h a t  f i r e f i g h t e r s  and p o l i c e m e n  
s u f f e r  w o r k - r e l a t e d  h e a r t  a t t a c k s  m o r e  o f t e n  t h a n  the g e n e r a l  
p o p u l a t i o n  and that f i r e f i g h t e r s  s u f f e r  w o r k - r e l a t e d  lung 
d i s e a s e s  m o r e  o f t e n  t h a n  the g e n e r a l  p u b l i c .  T h e r e  m a y  be 
s t a t i s t i c s  to s u p p o r t  t hese c o n c l u s i o n s  and I t r ust that 
c o m m i t t e e s  e v a l u a t i n g  this a m e n d m e n t  w i l l  be a f f o r d e d  the 

o p p o r t u n i t y  to r e v i e w  t h ose s t a t i s t i c s .

The a m e n d m e n t  a l s o  s e e m s  to a s s u m e  that h e a r t  d i s e a s e  is 
c a u s e d  by stress. I c a n  t hink of no o t h e r  r e a s o n  to g r a n t  this

b e n e f i t  to p o l i c e  o f f i c e r s  w h o  a r e  g e n e r a l l y  t h o u g h t  to be 
e m p l o y e d  in a h i g h  s t r e s s  job. H o w e v e r ,  t h e r e  is a d e b a t e  in
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the m e d i c a l  c o m m u n i t y  as to w h e t h e r  or not s t r e s s  a g g r a v a t e s  or 
c a u s e s  a t h e r o s c l e r o s i s .  In fact, I a m  p r e s e n t l y  h a n d l i n g  a c a s e  
in w h i c h  a l o c a l  i n t e r n i s t  a n d  two S e a t t l e  c a r d i o l o g i s t s  ha v e  
t e s t i f i e d  that e m p l o y m e n t  s t r e s s  is not a r e c o g n i z e d  risk f a c t o r  
in the d e v e l o p m e n t  o f  a t h e r o s c l e r o s i s .  I r e a l i z e  t h a t  t here a r e  
t h o s e  w h o  ho l d  o p p o s i n g  views. Ho w e v e r ,  the p u r p o s e  of this 
le t t e r  is not to d e b a t e  the c a u s e  of h e a r t  d i s e a s e .  R a t h e r ,  I 
q u e s t i o n  the a d v i s a b i l i t y  of g r a n t i n g  a s p e c i a l  p r i v i l e d g e  to a 
n a r r o w  c l a s s  of w o r k e r s  b a s e d  u p o n  an a s s u m p t i o n  w i t h  r e g a r d  to 
m e d i c a l  s c i e n c e  that is not n e c e s s a r i l y  a c c u r a t e .

M o r e o v e r ,  I q u e s t i o n  the g e n e r a l  lack of w i s d o m  in g r a n t i n g  
s p e c i a l  b e n e f i t s  to a n a r r o w  c l a s s  of w o r k e r s  s u c h  as f i r e m e n  or 
p o l i c e m e n .  As c i t i z e n s ,  w e  a l l  v a l u e  the c o n t r i b u t i o n s  o f  our 
p o l i c e m e n  and f i r e m e n ,  but we a l s o  v a l u e  p u b l i c  s e r v a n t s  in m a n y  
o t h e r  h i g h - s t r e s s  o c c u p a t i o n s  su c h  as t e a c h e r s ,  judges, d o c t o r s ,  
and air t r a f f i c  c o n t r o l l e r s .

In c o n c l u s i o n ,  I w o u l d  lii^e to ur g e  the S e n a t e  to s o l i c i t  
c o m m e n t s  fr o m  e x p e r t s  in the f i e l d  of lung and h e a r t  d i s e a s e  a n d  
the e f f e c t s  of e n v i r o n m e n t a l  f a c t o r s  f a c e d  by f i r e m e n  a n d  
p o l i c e m e n  w i t h  r e g a r d  to t h o s e  d i s e a s e s .  T h e r e  a r e  c e r t a i n l y  
s p e c i a l i s t s  w i t h i n  A l a s k a  w h o  are f a m i l i a r  w i t h  t h e s e  i s s u e s  a n d  
c o u l d  p r o v i d e  y o u  u s e f u l  i n f o r m a t i o n  in e v a l u a t i n g  the w i s d o m  of 
C S S B  262.

In o r d e r  to i n s u r e  that th i s  l e t t e r  is g i v e n  fair 
c o n s i d e r a t i o n ,  I fe e l  c o m p e l l e d  to c o n c l u d e  by a s s u r i n g  y o u  t h a t  
I h a v e  n o t  w r i t t e n  at the r e q u e s t  or o n  b e h a l f  o f  a n y  c l i e n t ,  
but m e r e l y  as an i n t e r e s t e d  c i t i z e n .

V e r y  t r u l y  y o u r s

F A U L K N E R ,  Q A N F I E L D ,  
D O O G A N  & H O L M E S

By:

R J W :ce

cc: S e n a t e  Labor & C o m m e r c e  C o m m i t t e e
S e n a t e  J u d i c i a r y  C o m m i t t e e
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D e a r  Mike:

I a m  p l e a s e d  to p r o v i d e  y o u  c o m m e n t s  on the p r o p o s e d  l e g i s l a t i o n  for 

an act a m e n d i n g  the wo r k e r s '  c o m p e n s a t i o n  act to e s t a b l i s h  c e r t a i n  

h a z a r d s  of fire f i g h t e r s  and p e a c e  o f f i c e r s  as w o r k  r e l a t e d  and to 

e s t a b l i s h  that d i s a b i l i t y  b e n e f i t s  c o m m e n c e  o n  the first da y  time is 

lost as a r e s u l t  o f  w o r k  r e l a t e d  d i s a b i l i t y .

T his m e a s u r e  d e a l s  w i t h  two s e p a r a t e  sub j e c ts :  the first, is

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

are a r i s i n g  out o f  the w o r k  o f  fire f i g h t e r s  an d  p e a c e  o f ficers. 

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

for short d i s a b i l i t i e s .

P R E S U M P T I O N S  F O R  F I R E F I G H T E R S  A N D  P E A C E  O F F I C E R S :  •

T h e r e  are three s e r i o u s  p r o b l e m s  w i t h  this p r o p r o s a l .

First, the l a n g u a g e  as d r a f t e d  c r e a t e s  b o t h  a c o n c l u s i v e  and a 

r e b u t t a b l e  p r e s u m p t i o n  for the same thing.

At on e  point, the l e g i s l a t i o n  says a "work r e l a t e d  injury shall be 

c o n e l u s i v e l y  c o n s t r u e d  to i n c l u de  an y  r e s p i r a t o r y  ..." T h e n  later, 

the l e g i s l a t i o n  p r o v i d e s  "such d i s e a s e s  or i l l n e s s e s  are d e e m e d  to 

a r i s e  out o f  and in the c o u r s e  of e m p l o y m e n t  .in the a b s e n c e  of 

e v i d e n c e  to the c o n t r a r y ."

A c o n c l u s i v e  p r e s u m p t i o n  is on e  that ca n n o t  be r e b u t t e d  by o t h e r  

e v i d e n c e .  On the o t h e r  hand, it w o u l d  a p p e a r  from the later 

p a r a g r a p h ,  that e v i d e n c e  ca n  be p r e s e n t e d  to s h o w  that the d i s e a s e  

was not w o r k  related. 4
As a m a t t e r  o f  l e g i s l a t i v e  c l a r i t y ,  it sh o u l d  e i t h e r  be a r e b u t t a b l e  

p r e s u m p t i o n  or a c o n c l u s i v e  p r e s u m p t i o n ,  but c e r t a i n l y  not left 

amb i g u o u s .

The second p r o b l e m  d e a l s w i t h  the "a f t e r  r e t i r e m e n t "  d e t e r m i n a t i o n  

of the d i s e a s e.

U n f o r t u n a t e l y ,  e ve r y  p e r s o n  w h o  p a s s e s  on, d o e s  so b e c a u s e  of 

c a r d i o v a s a c u l a r , p u l m o n a r y  or r e s p i r a t o r y  d i s e a s e . Thus, it can be
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e x p e c t e d  tha t  w i t h o u t  a n y  d i f f e u l t l y ,  a r e t i r e d  -peace o f f i c e r  c a n  

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

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

f act that h e  w a s  a p o l i c e  o f f i c e r  or a fire f i g h t e r  and c o n v e r t  the 

w o r k e r s '  c o m p e n s a t i o n  s y s t e m  i nto a v ery l u c r a t i v e  r e t i r e m e n t  

s y s t e m.  S i n c e  the p r e s e n c e  of: c a r d i o v a s a c u l a r  p u l m o n a r y  o r

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

e v e n  r e b u t t a b l y  p r e s u m e d  to be as a r e s u l t  o f  h i s  w ork, t h er e  are 

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

f ire f i g h t e r  f r o m  c o l l e c t i n g  w o r k e r s '  c o m p e n s a t i o n  i n s u r a nc e .

T h e  t hird p r o b l e m  d e a l s  w i t h  the v e r y  n o t i o n  o f  p r e s u m p t i o n s  in the 

w o r k e r s '  c o m p e n s a t i o n  system.

S i m i l a r  l e g i s l a t i o n  w a s  a d o p t e d  in M i c h i g a n  se v e r a l  y e a r s  a g o  and 

a l s o  c u r r e n t l y  e x i s t s  in the F e d e r a l  B l a c k  L u n g  Law. In t h e s e  

st a t u t e s , c o n d i t i o n s  w h i c h  ar e t y p i c a l l y  a t t r i b u t a b l e  to o l d e r  

p e r s o n s  o r  p e r s o n s  w h o  smoke, h a v e  b e e n  g i v e n  p r e s u m p t i v e  w o r k  

r e l a t e d  s t a t u s  c r e a t i n g  a d e l u g e  o f  c l a i m s  a g a i n s t  the w o r k e r s '  

c o m p e n s a t i o n  s y s t e m  at g reat e x p e n s e  to the em p l o y e r .  A  r e v i e w  of 

b o t h  the B l a c k  L u n g  a n d  M i c h i g a n  W o rk e r s '  - C o m p e n s a t i o n  I»aws w i l l  

r e v e a l  that t hey b e c a m e  p e n s i o n  funds for r e t i r e d  w o r k e r s  w h i c h  

g r e a t l y  a b u s e d  the system.

It is m y  be l i e f ,  tha t  the l a n g u a g e  o f  the c u r r e n t  laws are b r o a d  

e n o u g h ;  and, in fact, it ha s b e e n  so i n t e r p r e t e d  by the W o r k e r s '  

C o m p e n s a t i o n  Board, to i n c l u d e  a n y  for m  of o c c u p a t i o n a l  d i s e a s e  

w h i c h  is d e m o n s t r a b l y  w o r k  r e l ated. W h e n  t here is s a t i s f a c t o r y  

e v i d e n c e  tha t  the d i s e a s e  e x i s t s  and tha t  the d i s e a s e  w a s  c a u s e d  by 

w o r k  h a z a r d s ,  it c r e a t e s  a l e g i t i m a t e  d i s a b i l i t y  u n d e r  the law. In 

short, f i r e f i g h t e r s  and p e a c e  o f f i c e r s  w h o  do s u f f e r  w o r k  r e l a t e d  

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

e x i s t i n g  laws, to be c o m p e n s a t e d ,  and t here is r e a l l y  no

d e m o n s t r a b l e  n eed to e x t e n d  that w i t h  p r e s u m p t i o n s .

The W o r k e r s '  C o m p e n s a t i o n  L a w  a l r e a d y  r e q u i r e s  o n l y  m i n i m a l  p r o o f  by 

a w o r k e r .  P r o o f  o f  the e x i s t a n c e  o f  the p h y s i c a l  d i s a b i l i t y  and,

m i n i m a l  e v i d e n c e  that it is w o r k  r e l a t e d .  U pon these s h owings, the 

b u r d e n  o f  p r o o f  a l r e a d y  is t r a n s f e r r e d  to the e m p l o y e r .  It is 

m a k i n g  the e m p l o y e r ' s  b u r d e n  i m p o s s i b l e  by c r e a t i n g  c o n c l u s i v e  ov

e v e n  r e b u t t a b l e  p r e s u m p t i o n s ,  and it c r e a t e s  u n n e c e s s a r y  cost 

b u r d e n s  on an a l r e a d y  c o s t l y  system.

T H R E E  D A Y  W A I T  PERIOD:

ft

The s e c o n d  i ssue d e a l s  w i t h  a three da y  w a i t  perio d .  U n d e r  c u r r e n t  

law, the t h r e e day w a i t  p e r i o d  is e l i m i n a t e d  if the d i s a b i l i t y  goes 

b e y o n d  28 days. In oth^.. words, if it is a short p er i o d  of

d i s a b i l i t y ,  the e m p l o y e e  is u n c o m p e n s a t e d  for the first three days. 

T h i s  c o n c e p t  h a s  b e e n  w r i t t e n  into a l m o s t  e v e r y  Workers' 

C o m p e n s a t i o n  La w  m d  w a s  d e s i g n e d  as a m e a n s  of precluding- e m p l o y e e s  

f r o m  u s i n g  i n s i g n i f i c a n t  i n j u r i e s  as a w a y  o f  r e c e i v i n g  one or two 

d ays t i m e - o f f  w i t h  pay. On the o t h e r  hand, if the i n ju r y  is severe 

e n o u g h  that it r e q u i r e s  m o r e  than 28 d a y s  o f  d i s a b i l i t y ,  then it is 

r e g a r d e d  that the first three day s  ought to be p aid by the workers' 

c o m p e n s a t i o n  system.



T h e r e  is a b s o l u t e l y  no j u s t i f i c a t i o n  for c a r v i n g  out a s p e c i a l  

t r e a t m e n t  for firefighter*: or p e a c e  officers.

On b a l a n c e ,  Mike, I find this p r o p o s a l  to be h i g h l y  d i s c r i m a t o r y  in 

that it s i ng l e s  out two sin g l e  c l a s s e s  of w o r k e r s  for s p e ci a l  

t r e a t m e n t  u n d e r  the l a w  w i t h  n o  a p p a r e n t  j u s t i f i c a t i o n ;  and, also, 

it is a very c o s t l y  v e n t u r e  for the m u n i c i p a l i t i e s  w h i c h  are a l r e a d y  

s u b j e c t  to h i g h  b u r d e n s  for t h e i r  w o r k e r s'  c o m p e n s a t i o n  o b l i g a t i o n .  

1 w o u l d  u r g e  you to not a d v a n c e  this proposal.-

Y o u r s  c o rd i a l l y ,

R i c n a r d  iiiocK 

Pres ident

R B / k r l
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D e a r  Jan:

W h e n  I r e c e i v e d  y o u r  l a t e s t  l e t t e r  o f  A p r i l  20, 1983 
r e g a r d i n g  t h e  F i r e  F i g h t e r s  H e a r t  & L u n g  L e g i s l a t i o n  
p r o p o s a l ,  I c o n t a c t e d  the D e p a r t m e n t  of L a b o r  to
d i s c u s s  the i s s u e  w i t h  them. I h a v e  a l s o  a s k e d  m y
s t a f f  to do  s o m e  r e s e a r c h  o n  w h a t  h a s  h a p p e n e d  i n " o t h e r  
s t a t e s  w i t h  t h i s  t y p e  of l e g i s l a t i o n .

At  t h e  s a m e  time, S e n a t o r  J o s e p h s o n  h a s  i n t r o d u c e d  S e n a t e  
E i l l  262 w h i c h  a d d r e s s e s  t h i s  i s s u e  s p e c i f i c a l l y  and a 
h e a r i n g  is s c h e d u l e d  o n  uhe l e g i s l a t i o n  t o m o r r o w ,  A p r i l  
26.

P a u l a  T e r r e l ,  on m y  staff, h a s  t a l k e d  w i t h  S e n a t o r  
E l i a s o n ' s  s t a f f  o n  t h i s  l e g i s l a t i o n  a n d  a l s o  w i t h  J a c k i e  
M c L L n t o c k ,  D i r e c t o r  of  the W o r k e r s  C o m p e n s a t i o n  D i v i s i o n  
of t h e  D e p a r t m e n t  of L a b o r .  I t h i n k  it is g e n e r a l l y  b e l i e v e d
t h a t  c o v e r a g e  s h o u l d  be a v a i l a b l e  to f i r e f i g h t e r s  for h e a r t
and l u n g  d i s e a s e .  S o m e  q u e s t i o n s  h a v e  a r i s e n  as to t h e  
a p p l i c a b i l i t y  of e x i s t i n g  s t a t u t e s  and as to w h e t h e r  or 
n o t  p o l i c e  a n d  e m e r g e n c y  s e r v i c e s  p e r s o n n e l  s h o u l d  be 
c o v e r e d  as w e l l .  I t h i n k  t h a t  t h e  D e p a r t m e n t  of L a b o r  
w i l l  r e q u e s t  t h a t  m o r e  t i m e  be g i v e n  for t h e m  t o  w o r k  
w i t h  t h e  D i v i s i o n  of I n s u r a n c e  a n d  to  d o  s o m e  r e s e a r c h  
i n t o  the p r o b l e m .

F o r  m y s e l f ,  I can a n t i c i p a t e  m y s e l f  s p o n s o r i n g  s u c h  
l e g i s l a t i o n  on t h e  H o u s e  s i d e  and t h e  o n l y  r e a s o n  t h a t  
t h i s  h a s  n o t  y e t  h a p p e n e d  is t h a t  I r e a l l y  b e l i e v e  it 
in e v e r y o n e ' s  i n t e r e s t  to i n t r o d u c e  l e g i s l a t i o n  w h i c h  
h a s  a l r e a d y  b e e n  c a r e f u l l y  l o o k e d  at, n o t  o n l y  by the 
g r o u p s  t h a t  it w o u l d  i m n c t  but b y  the A d m i n i s t r a t i o n .



W h a t  I p r o p o s e  is thac. w e  see w h a t  h a p p e n s  c u r i n g  the 
h e a r i n g  and t h e n  I w i l l  w o r k  w i t h  S e n a t o r  J o s e p h s o n ' s  
s t a f f  a n d  wTi t h  t h e  D i v i s i o n  of W o r k e r s '  C o m p e n s a t i o n  
and w i t h  y o u  a n d  t h o s e  y o u  r e p r e s e n t  to  p u t  in a b i l l  
o n  t h e  H o u s e  s i d e  w h i c h  h a s  all t h e  k i n k s  i r o n e d  out. 
It is p o s s i b l e ,  o n  the o t h e r  h a n d ,  t h a t  S B  262 w i l l  
g o  t h r o u g h  c o m m i t t e e  h e a r i n g s  w i t h  a v e r s i o n  w h i c h  
w i l l  b e  s a t i s f a c t o r y  t o  all c o n c e r n e d  and, if t h a t  is 
t he c a s e ,  t h e n  w e  m i g h t  j u s t  w a i t  f o r  it  t o  c o m e  o v e r  
to t h e  H o u s e  side.

In a n y  event, I w a n t e d  t o  let y o u  k n o w  t h a t  I a m  s t i l l  
i n t e r e s t e d  in  t h i s  l e g i s l a t i o n  a n d  w i s h  t o  c o n t i n u e  
to w o r k  w i t h  y o u  and t h e  r e p r e s e n t a t i v e s  of t h e  fi r e  
f i g h t e r s  t o  p r o d u c e  the b e s t  p o s s i b l e  l e g i s l a t i o n .

S i n c e r e l y ,

M i k e  S z y m a n s K r  
S t a t e  R e p r e s e n t a t i v e

cu: J a c k i e  M c L i n t o c k , D i v i s i o n  o f  W o r k e r s

C o m p e n s a t i o n
D o n e K o c h , ' '  • D i v i s i o n  of I n s u r a n c e  
S e n a t o r  J o e  J o s e p h s o n  
S e n a t o r  D i c k  E l i a s o n


