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Alaska State Legislature

House
P.0. BOX V
State Capitol
Official Business Juneau, Alaska 99811
COMMITTEE ON STATE AFFAIRS
March 11, 1988
TO: Community and Regional Affairs Committee
FROM: Repres~tkti”“”Fran Ulmer, Chair
House State/ Affairs
RE: HB 538 "An Act relating to the Alaska Municipal
Bond Bank Authority; and providing for an effective

date. 1l

House Bill 538 extends the authority of the Alaska Municipal
Bond Bank.

Section 1

State Aid payable to a municipality which 1is in default on any
bonds held by the Bond Bank shall be paid directly to the Bond
Bank.

Section 2

AS 44.85.410(3)(E) allows the Alaska Bond Bank to purchase an
obligation of a municipality secured by a special assessment or
lease.

Background

According to Perry Davis, Executive Director of the Municipal
Bond Bank Authority, the proposed amendment 1is 1in response to
suggestions that the scope of the Bond Bank be broadened to
include bonds for special assessments and other governmental
purposes. Current law only allows the purchase of general
obligation and revenue bonds.



Special assessment bond financing refers to situations where the
bonds are paid by the property being benefitted. For example, if
a special service district wishes to build a new fire station and

does not want to burden all taxpayers with that debt, the Bend
Bank could provide financing for this purpose. Special
assessment bond issues tend to be small in amount and the Bond

Bank would be a means to finance such debt.

Financing would also be available for equipment leasing. For
instance, some communities, currently finance equipment at
interest rates between 9 and 15 percent. The Bond Bank could

finance such debt at a lower interest rate.



John NuvcenA Co. Incorporated 210 Main Slree! Suite UOI Telephone 907.586.1630
NUVESN Investment Bankers Juneau. Alaska 93801 007.586.1708

February 18, 1988

Fran Ulmer

Chairman

State Affairs Committee
P.0. Box V, C-102
Juneau, AK 99811

RE: Alaska Municipal Bond Bank legislation

Dear Fran,

Last year the Alaska Municipal Bond Bank decided to be more pro-active
and had a survey done among the communitees to see what new programs they

could offer. Two programs were identified.

One program was to have an equipment leasing program to have cc nmunities
finance their equipment purchases if they so decided through the Alaska

Municipal Bond Bank. We found communities were currently financing
equipment at an interest rate of 9 to 15% under current market
conditions. The Alaska Municipal Bond Bank could perform this function

rt approximately 7%.

Another program that was desired by the communities was the ability to
finance special service districts or as limited improvement districts. A
special service district is one where a district wants to have, let's
say, a Tfire station and do not want to burden all of the taxpayers of a
municipality with that responsibility. This would give the
municipalities the ability to finance, over a twenty-year period, a new
fire station if the voters approved it in the district. A limited
improvement district is a financing for a one time improvement such as
streets in a subdivision if the taxpayers in the district are willing to
pay for it. They vote for the improvements and the LID cost is attached
to the property payments and is paid off over time.

Because the legislation was late in arriving in the Governor®"s office and
because this subject is not of high political content the bill was not
moved. This bill has the unanimous support of the Alaska Municipal Bond
Bank Board and all municipalities. It gives them an additional tool to
help meet their obligations. I know of no opposition to this bill,

There 1is no fiscal note to the bill for this calendar year because the
Alaska Municipal Bond Bank already has adequate reserves. We expect a $7
million program of each type if this legislation can be passed.

The legislation has two parts. The first is to allow for the offset of
municipal aid for any default on municipal debt through the Alaska
Municipal Bond Bank fcr the new programs. These programs are permissive

and if they want the advantage of the Alaska Municipal Bond Bank, there
is a small price to pay.
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Section 2 of the bill allows the Alaska Municipal Bond Bank to purchase
"any other obligation of a municipality.” Current legislation only
allows for general obligation bonds and revenue bond. Leases and Limited
improvement district bonds do not fit this definition. By passing this

language, the Alaska Municipal Bond Bank would be allowed to purchase the
new obligations.

I would like your committee to consider sponsoring this legislation.

Yours truly,



Cmms 601 WEST FIFTH AV
SUITE 430

ANCHORAGE . ALASKA 99501

BOARD MEMBERS: (907) 274-7356
DAVID HOFFMAN
WINTHROP T. HOVEY EXECUTIVE DIRECTOR:
HUGH MALONE -
PERRY T. DAVIS

MICHAEL 8. SALAZAR

ALASKA MUNICIPAL BOND BANK AUTHORITY

March 3, 1988

Mr. Dennis Burns

House Stare Affairs Committee
P.O. Box V

Juneau, Alaska 99801

Dear Dennis:

Enclosed is a brief description from Eric Wohlforth
on the bill you are considering regarding the Bond Bank,

The Board of Directors authorized the adoption
of this new legislation, but of course retains full
céonl’grol and authority over any 3onds issued bv the Bond
ank.

Sincerely

Perry T. Davis
Executive Director

PTD/kdn
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Municipal Bond Bank Authority
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Re: Alaska Municipal Bond Bank Proposed Legislation
(Our File 3742/0001)

Dear Perry

You have asked for my comments on Proposed Legisla
tion to expand the purposes of the Bond Bank to purchase any
obligations of a municipality for a governmental or municipal
purpose. The same proposed bill al-c provides that State Aid
payable to a municipality which is in default on any bonds held
by the Bond Bank be paid directly to the Bond Bank.

The legislative changes proposed are in response to
the suggestion that the purpose of the Bond Bank be broadened
beyond general obligation bonds and revenue bonds to include
bonds for special assessments and other governmental purposes.
Special assessment bond financing where the bonds are paid by
the property benefitted are a customary vehicle for raising
funds for limited area purposes in other states. It seems
appropriate that the Bond Bank®"s purposes be extended to permit
it to purchase such bonds to assist small municipal financings.
Special assessment bond issues tend to be small in amount and
the Bond Bank would be an efficient vehicle for providing

market access for such debt. Other kinds of financings would
be available through the Bond Bank such as municipal tax incre—
ment and equipment lease Tfinancing. Broadening the purposes of

the Bond Bank to permit all governmental or municipal purpose
financing would assist the 3ond Bank in meeting its legislative
mandate of providing assistance to Alaska municipalities to
lower interest rates and improve market access.

Verv trulv vours”

Eric E. Wohlforth

A200300
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ALASKA MUNICIPAL BOND BANK AUTHORITY

March 10, 1988

Dennis J. Burns

House State Affairs Committee
P.0. Box V

State Capitol

Juneau, Alaska 99811

Dear Mr. Burns:

Regarding your question on electrical generation purpose,
other that diesel-powered generation. As | understand,
the Alaska Power Authority did not want the Bond Bank
crossing over 1into its area of operation, they did not
mind our doing small diesel generation projects.

Sincerely

Perry T. Davis
Executive Director



Revenue Bonds. Revenue bonds are
bond3 payable from money earned by
charging the user3 of a particular
facility or service. Examples of
facilities or services financed might
include water or sewer service
3y3tems, electrical utilities, or
public buildings that may be sup-
ported from leases or other income.

General Obligation Bonds. General
obligation bonds are sometimes re-
ferred to as G.O. bonds. G.O. bonds
are bonds issued by a local govern-
ment with assurance that they will
be repaid by money received from
local taxes. The bond is a general
obligation of the entire city. The
full faith and credit of the city are
pledged to pay back the principal and
interest. "™AS 29.47.190 requires vo-
ter authorization before G.O. bonds
may be issued.

Before entering into the bonding
process, the city must employ the
professional help of bond council (a
bond attorney familiar with bonding
practices).

The Alaska Muncipal Bond Bank

In addition to the traditional market
for municipal bonds, there has been
established an Alaska Municipal Bond
Bank. The purpose of the bond bank

Bond
Sales $
ALASKA
CITIES
Bond

$ Repayment $

AMBBA

is to act as a financial backer far
smaller Alaskan cities which wish to
market bond3. The bond bank sells
it3 own bonds on the national money
market and then uses the proceeds of
the sale to purchase the bonds of
Alaskan cities. Because the bond
bank is able to receive a bond rating
better than most small municipal-
ities, it can borrow money at a lower
interest rate, then pass the savings
on to Alaskan cities.

L* Bond
$ Sales $

NATIONAL
BOND
MARKET



The Bond Bank

General Information

The Bond Bank was established to assist small
Alaska communities that would otherwise have
difficulty financing capital improvement projects
such as schools, sewer systems or public
buildings.

It was created because small communities are
at adisadvantage in the financial markets. They
have low bond ratings; few on Wall Street know
anything about their financial condition. Perhaps
they never borrowed before and have no bond
rating.

The Bond Bank is a public corporation created
by State law. It has a legal existence indepen-
dent of and separate from the State and the full
faith and credit of the State is not pledged to
secure bonds issued by the Bond Bank; how-
ever, the State has pledged its moral obligation
to the maintenance of a debt service reserve for
the majority of the Bond Bank’s bonds.

Operations

Generally the Bank sells its bonds on the
national bond market. It uses the proceeds of
the sales to purchase the bonds of Alaska
cities. The Bond Bank typically collects several
bond issues and consolidates them into a
single issue which itsells to the national mar-
ket. This reduces the costs of issuance allocable
to each city participating in the bond issue.

Because the Bank has received "A" ratings from
the two major bond rating services, itis able to
borrow money at lower interest rates than most
of Alaska’s cities. This low interest rate is
passed through to the cities.

As cities pay annual principal and semiannual
interest to the Bank to liquidate their debt, the
Bank uses these same principal and interest
payments to liquidate its debt to its bondholders.

Bonds issued by the Bond Bank are obligations
of the Authority and payable only from revenues
or funds from the Authority.

Organization

The powers of the Bank are vested inthe Direc-
tors. The membership of the Bank consists of
five Directors: three appointed by the Governor,
the Commissioner of Revenue and the Commis-
sioner of Community and Regional Affairs. The
three appointees serve four-year terms and
must be qualified voting residents of the State.

The Directors elect one of their members as
chairman and also elect a secretary and
treasurer who need not be Directors. Action
may be taken and motions and resolutions
adopted by the Bank at any meeting by the
affirmative vote of at least three Directors
except that no decision to approve an applica-
tion for a loan shall be made unless at least two
of the three public members vote to approve.

The Board of Directors operates in accordance
with the Bond Bank Act (AS 44.85), its published
regulations and its by-laws.

The Directors appoint an Executive Director to
manage the business of the Bank.

The Board of Directors
The Bank’s membership is as follows:

Glenda Rhodes—Chairman, Term expires
July 15,1989. Ms. Rhodes is a long-time resi-
dent of Alaska, a CPA and Managing Partner
of Laventhol & Horwath. She is past presi-
dent of the Alaska Society of CPAs and
served two terms as Alaska's elected
member of the Governing Council of the
American Institute of CPAs.

Winthrop T. Hovey—Vice Chairman, Term
expires July 15.1990. Mr. Hovey is currently
Vice-Chairman of Carr-Gottstein Properties.
Inc. and Chief Financial Officer of Carr-
Gottstein Co., Inc. He has resided in Alaska
since 1974. Prior to arriving in Alaska. Mr.
Hovey was employed with Beneficial Standard
Corporation in Los Angeles for 25 years.

Michael B. Salazar—Term expired July 15.
1987, however, he continues to serve until he
is reappointed or replaced by the Governor.
Mr. Salazar is a lifetime resident 1, Alaska,



an owner of businesses in Ketchikan, and
has served on several boards and commis-
sions. including President of the Ketchikan
Chamber of Commerce.

Hugh Malone—Commissioner of Revenue,
ex-officio Director. Mr. Malone was appointed
Commissioner on December 1,1986. He
previously has been the Vice-Chairman cf
the Alaska Permanent Fund Corporation, the
Speakerof the House and Chairman of the
Finance Committee in the Alaska State
House of Representatives. He has been a
resident of the State since 1958.

David G. Hoffman—Commissioner of Com-
munity and Regional Affairs, ex-officio Direc-
tor. Mr. Hoffman has worked as a manager
and economic analyst for rural organizations
and businesses throughout Alaska and Arctic
Canaaa since 1973. He worked as an Admin-
istrative Assistant to the Legislature in 1978
and 1979. He was co-founder and first Execu-
tive Director of the Bering Sea Fishermen's
Association. From 1983 through 1986 he was
co-owner of the management consulting firm
D&D Associates Inc.

Management

The Bank has one employee: its Executive
Director.

Perry T. Davis—Executive Director. Mr. Davis
was aDpointed by the Directors effective January
*3.1983 and since that date also served as secre-
tary and treasurer of the Bank. Prior to his
appointment he was an Investment Consultant.
He hoids Il bachelor's degree inaccounting and
;rom 1962-1973 was with Palomar Financial as
Executive Financial Vice-President.

Rather than employ staff, the Bank contracts in
me private sector for a wide range of profes-
".lonai .ervioes. The Executive Director coordi-
nates the activities of these professionals to
einiuoe cond counsel, financial advisors,
seer.voters, accountants, auditors, fund
trustees and clerical support.

As a matter of policy, bond sale proceeds and
municipal debt service payments flow directly
between oanking institutions. No funds, other
man the small operating account, are physi-
cally handled by Bank personnel.

Bonds are sold by either competitive bid or
negotiated sale depending on market condi-
tions and the objectives of the sale.

The Bond Bank contracts with outside profes-
sionals to provide various functions of expertise.

Financial Advisor

*Shearson Lehman Brothers Inc.
Foster & Marshall Division

Provides loan analysis service, including
recommendations as to adequacy of loan appli-
cations. considering credit worthiness, projected
capability to repay, and overall effect a proposed
ican will have on the credit of the Bond Bank.
Assists in preparation of the Official State-
ments, recommendations as to type and timing
of bond sales, negotiations with underwriters
and assistance with investment of various funds.

Bond Counsel
Wohlforth. Flint & Gruening

°rovides for the preparation of proceedings for
the authorization, sale, issuance and delivery of
Bond Bank bonds. Prepares series resolutions,
notice of sale, assists in preparation of the
Official Statement, renders necessary opinions
as required, and provides other general legal
services required by the Bond Bank.

Trustee/Paying Agent
Rainier National Bank

Acts as custodian of the bond proceeds and
supervises their investment uses for the purpose
scecified in the bond resolutions. The trustee
sversees Debt Service Reserve Funds and
maintenance of certain coveraqge ratios
mcuired in the contract with the bondholders.
As caving agent, makes all necessary interest
and ormcioal payments to the bondholders.
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At this time, we are unable to determine the extent of participation
by communities in this new authority. The Board of Directors of the Bond
Bank has not approved issuance of any bonds under these guidelines. At

the time tnat the Board reviews issuance of bonds, it will include costs

related to the issuance of bonds under these new definitions.

In the event that bonds are issued under this authority, such costs

would be paid by program receipts.



Alaska £>tate ffiegtalature

- Stalpgjghap\i/tol
House ofRepresentatives Juneau, Alaska 99611

(907) 4654833

Committee on

Community & Regional Affairs

March 28, 1988

TO: Rep. Henry Springer, Chairman HCRA
FROM: David C. Harrison, P.A., HCRA /
Subject: HB 538 "An Act relating to the Alaska Municipal

Bond Bank Authority; and providing for an effective date.
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Review on H3 538
COMMENTS :

Section 1. AS 44.85.170(b) as amended provides state aid
to a municipality which 1is in default on any bonds held by
the bond bank shall be paid directly to the bond bank. The
deletion of the following [GENERAL OBLIGATION] & [OF THE
MUNICIPALITY] clears the way for amendment 1in Sec. 2. AS
44.85.410(3) 1lines 10, 11, page 2, allowing the Alaska Bond
Bank to purchase an obligation of a municipality served by a
special assessment or lease.

The addition of special assessment and lease opens other
opportunities for the Alaska Municipal Bond Bank Authority
to provide services to municipalities within Alaska.

Some testimony indicate that financing would also be
available for equipment leasing.

Sec. Effective date indicated under AS 01.10.070(c).
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Alaska “tate legislature
House of Representatives Ju%%%é%m

Community & Regional AJ fairs

March 24, 1988

TO: Rep. Henry Springer, Chairman HCRA

FROM: David C. Harrison, P. A., HCRA

Subject: HB 539 "An Act relating to the assumption of
education powers by a newly incorporated
borough.1l
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BILL REVIEW:

Section AS 29.05.140 is amended by adding a new subsection
to read:

(e) Before the assumption of education powers the
school board of the school district of a newly 1incorporated
borough shall adopt a plan providing for the merger of
school districts existing within the area of the new
borough, together with a timetable for the transition.

COMMENTS: Re: lines 11 to 15. The question of a school
board adopting a planof merger before the assumption of 1its
education powers 1is raised?

Provisions of AS 29.05.140 regarding transition, states that
powers and duties exercised by cities and service areas are
succeeded to by a newly incorporated municipality continue
to be exercised by cities and service areas until the new
municipality assumes the powers and functions, which may not
exceed two years after the date of incorporation.
Ordinances, rules, resolutions, procedures, and orders in
effect before the transfer remain in effect until superseded
by the action of thenew municipality.

COMMENTS Re: lines 15 to 17. (e) The plan may be adopted
only after consulting with the school board of each district
that will be merged into the new borough school district.

Again, may a borough school board exercise any power or
authority before assumption of its education powers? In
AS 29.05.140(b) Before the assumption, the new municipality
shall give written notice of 1its assumption of rights,
powers, duties, assets, and liabilities under this section
and AS 29.05.130 to the city or service area concerned.

mwiK— —n  hiiibii



Municipal officials shall consult with the officials of the
city or service area concerned and arrange an orderly
transfer.

COMMENTS Re: 1lines 17 to 20 (e) The plan must identify all
changes in curriculum and graduation and teacher training
requirements expected to be made by the new borough school
district upon assumption of the education power.

It takes years to develop curriculum for a school district
as well as providing for graduation requirements. Teacher
training requirements should be provided based wupon an

assessment of instructional needs per current laws. It is
not possible for a school board to act upon such things
until it has assumed education powers. It would be prudent

for a school board to proceed in these areas as it gains
wisdom and experience in dealing with school matters.

COMMENTS Re: lines 20 to 22 (e) All funds of a former
school district shall be retained for use in the area of
that district for one year after the new borough assumes the
education power.

Under AS 14.17.210 requires state aid to newly established
district schools be given until the expiration of a complete
fiscal year after the date on which the school becomes a
city or borough school district. An uninterrupted funding
is assured during the transition period.

Additional general information on statutes regarding
education are listed.

AS 14.14.070 provides within seven days after certification
of the results of each regular school election, the school
board shall meet and elect one of its members as president,
one as clerk, and, if necessary, one as treasurer.

Section of current law AS 14.14.090 indicate other duties a
school board shall provide - for convenience, two are listed
here--(2) provide an educational program for each school age
child who is a resident of the district and (7) establish
procedures for the review and selection of all textbooks and
instructional materials before they ..re introduced into the
school curriculum.

AS 14.14.100 pertains to bylaws and administrative rules
required to be in writing and formally adopted at regular
school board meetings.

AS 14.12.035 provides that a borough school district board
may establish advisory school boards, and by regulation
shall prescribe their manner of selection, organisation,
powers, and duties.



AS 14.12.010(2), each organised borough is a borough school
district.”

AS 14.12.020(b), each borough or city school district shall
be operated on a district-wide basis under the management
and control of a school board.

Under municipal law Sec. 29.35.160, each borough constitutes
a borough school district and establishes, maintains, and
operates a system of public schools on an areawide basis;
and as provided in AS 14.14.060, which ©provides <certain

relation-ships between the borough school district and the

borough.

Section 14.14.100 pertains to bylaws and administrative
rules required to be in writing and formally adopted at
regular school board meetings.

Section 14.14.110 relates to cooperation with othex*
districts when necessary to provide more efficient or more
economical educational services, a district may cooperate or
the department may require a district to cooperate with
other districts, etc.

AS 14.12.035 A borough school district board may establish
advisory school boards, and by regulation shall prescribe
their manner of selection, organization, powers and duties.






PUBLIC LAW 100-379 [S. 25271: August 4.1988

WORKER ADJUSTMENT AND RETRAINING
NOTIFICATION ACT

For a Related Legislative Report, see Conference Report
(H.Rept. 100-576, title VI, subtitle E) for P.L. 100-___, the
Omnibus Trade and Competitiveness Act 0f19S8, in the Octo-
ber US.C.C. & AN. pamphlet (No. 7) Legislative History
Section.

An Act to roquiro advanco notification of plant doting* and mail layoff*, and for othar purpotos.

Be it enacted by the Senate and House of Representatives of th<
United States of America in Congress assembled,

SECTION 1 SHORT TITLE; TABLE OF CONTENTS.

(@) short Title.—This Act may be cited as the “Worker Adjust
ment and Retraining Notification Act".
(b) Table of Contents.—The table of contents is as follows
Sec. 1 Short title. ) o
Sec. 2 Definitions; exclusions from definition of loss of employment
Sec. 3. Notice required before plant closings and mess layoffs.
Sec. 4 Exemptions.
Sec. 5. Administration and enforcement of requirements.
Sec. 6. Procedures in addition to other rights of employees
Sec. 7, Procedures encour: where not required.
Sec. 8 Authority to prescribe regulations.
Sec. 9. Effect on other lawns. ) ) B
Sec. 10 Report on employment and international competitiveness.
Sec. 11 Effective date.
SEC. 2 DEFINITIONS; EXCLUSIONS FROM DEFINITION OF LOSS OF
EMPLOYMENT.

(a) Definitions.—As used in this Act—
(D the term "employer" means any business enterprise that
employs—
(A) 100 or more employees, excluding part-time employ-
ees; or
(B) 100 or more employees who in the aggregate work at
least 4.U00 hours per -week (exclusive of hours of overtime);
(2) the term "plant closing” means the permanent or tem-
porary shutdown of a single site of employment, or one or more
facilities or operating units within a single site of employment,
if the shutdown results in an employment, loss at the single site
of employment during any 30-day period for 50 or more employ-
ees excluding any part-time employees;
(3) the term "mass layoff’ means a reduction in force which—
(A) is not the result of a plant closing; and
(B) results in an employment loss at the single site of
employment during any 30-day period for—
(iXI) at least 33 percent of the employees (excluding
any part-time employees); and
(IIR at least 50 employees (excluding any part-time
employees); or
(ii? at least 500 employees (excluding any part-iime
employees);

(4) the term "representative” means an exclusive representa-
tive of employees within the meaning of section 9(a) or 8(f) of
the National Labor Relations Act (29 U.S.C. 159(a), 158(f)) or
section 2 of the Railway Labor Act (45 U.S.C. 152);

102 STAT. 890
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(5) the term "affected employees” means employees who may
reasonably be expected to experience an employment loss as a
consequence of a proposed plant closing or mass layoff by their
employer;

(6) subject to subsection (b), the term "employment loss"
means (A) an employment termination, other than a discharge
for cause, voluntary departure, or retirement, (B) a layoff
exceeding 6 months, or (C) a reduction in hours of work of more
than 50 percent during each month of any 6-month period;

(7) the term “unit of local government” means any general
purpose political subdivision of a State which has the power to
levy taxes and spend funds, as well as general corporate and
police powers; and

(8) the term "part-time employee” means an employee who is
employed for an average of fewer than 20 hours per week or
who has been employed for fewer than 6 of the 12 months
preceding the date on which notice is required.

(b) Exclusions From Definition of Employment Loss.—(1) In the
case of a sale of part or all of an employer's business, the seller shall
be responsible for providing notice for any plant closing or mass
layoff in accordance with section 3 of this Act, up to and including
the effective date of the sale. After the effective date of the sale of
part or all of an employer’s business, the purchaser shall be respon-
sible for providing notice for any plant closing or mass layoff in
accordance with section 3 of this Act. Notwithstanding any other
provision of this Act, any person who is an employee of the seller
(other than a part-time employee) as of the effective date of the sale
shall be considered an employee of the purchaser immediately after
the effective date of the sale.

(2) Notwithstanding subsection (aX6), an employee may not be
considered to have experienced an employment loss if the closing or
layoff is the result of the relocation or consolidation of part or all of
the employer’s business and, prior to the closing or layoff—

A) the emplover offers to transfer the employee to a different
site of employment within a reasonable commuting distance
with no more than a 6-month break in employment; or

(B) the employer offers to transfer the employee to any other
site of employment regardless of distance with no more than a
6-month break in employment, and the employee accepts within
30 days of the offer or of the closing or layoff, whichever is later.

SEC. 3. NOTICE REQUIRED BEFORE PLANT CLOSINCS AND MASS LAYOFFS.

(a) Notice to Employees, State Dislocated Worker Units, and

Local Governments.—AN employer shall not order a plant closing
or mass layoff until the end of a 60-day period after the employer
serves written notice ofsuch an order—

(D) to each representative of the affected employees as of the
time of the notice or, if there is no such representative at that
time, to each affected employee; and

(2) to the State dislocated worker unit (designated or created
under title Il of the Job Training Partnership Act) and the
chief elected official of the unit of local government within
which such closing or layoff is to occur.

If there is more than one such unit, the unit of local government
which the employer shall notify is the unit of local government to
which the employer pays the highest taxes for the year preceding
the year for which the determination is made.
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(b) Reduction of Notification Period.—1) An employer may
order the shutdown of a single site of employment before the
conclusion of the 60-day period if as of the time that notice would
have been required the employer was actively seeking capital or
business which, if obtamed, would have enabled the employer to
avoid or postpone the shutdown and the employer reasonably and
in good faith believed that giving the notice required would
have precluded the employer from obtaining the needed capital or
business.

(2XA) An employer may order a plant closing or mass layoff before
the conclusion of the 60-day period if the closing or mass layoff is
caused by business circumstances that were not reasonably foresee-
able as of the time that notice would have been require '

(B) No notice under this Act shall be required if the plant closing
or mass layoff is due to any form of natural disaster, such as a flood,
earthquake, or the drought currently ravaging the farmlands of the
United States.

(3 An employer relying on this subsection shall give as much
notice as is practicable and at that time shall give a brief statement
of the basis for reducing the notification period.

(€) Extension of Layoff Period.—A layoff of more than 6 months
which, at its outset, was announced to be a layoff of 6 months or less,
shall be treated as an employment loss under this Act unless—

(1) the extension beyond 6 months is caused by business
circumstances (including unforeseeable changes in price or cost)
not reasonably foreseeable at the time of the initial layoff; and

(2) notice is given at the time it becomes reasonably foresee-
able that the extension beyond 6 months will be required.

(d) Determinations With Respect to Employment L0SS.—For
purposes of this section, in determining whether a plant closing or
mass layoff has occurred or will occur, employment losses for 2 or
more groups at a single site of employment, each of which is less
than the minimum number of employees specified in section 2(a) (2
or (3) but which in the aggregate exceed that minimum number, an
which occur within a... "™O-day period shall be considered to be a
plant closing or mass la>v  nless the employer demonstrates that
the employment losses are tue result of separate and distinct actions
and causes and are not an attempt by the employer to evade the
requirements of this Act.

SEC. 4 EXEMPTIONS.

This Act shall not apply to a plant closing or mass layoff if—
(1) the closing is of a temporary facility or the closing or layoff
is the result of the completion of a particular project or under-
taking, and the affected employees were hired with the under-
standim]; that their employment was limited to the duration of
the facility or the project or undertaking; or
(2) the closing or layoff constitutes a strike or constitutes a
lockout not intended to evade the requirements of this Act.
Nothing in this Act shall require an employer to serve written
notice pursuant to section 3(a) of this Act when permanently
replacing a person who is deemed to be an economic striker
under the National Labor Relations Act: Provided, That nothing
in this Act shall be deemed to validate or invalidate any judicial
or administrative ruling relating to the hiring of permanent
replacements for economic strikers under the National Labor
Relations Act.
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SEC. 5 ADMINISTRATION AND ENFORCEMENT OF REQUIREMENTS.

(@) Civil Actions Against Employers.—(1) Any employer who
orders a plant closing or mass layoff in violation of section 3 of this
Act shall be liable to each aggrieved employee who suffers an
employment loss as a result of such closing or layoff for—

(A) back pay for each day of violation at a rate of compensa-
tion not less than the higher of—

(i) the average regular rate received by such employee
during the last 3 years of the employee's employment; or
(ii) the final regular rate received by such employee; and

(B) benefits under an employee benefit plan described in
section 3t3) of the Employee Retirement Income Security Act of
1974 (29 U.S.C. 1002(3)), including the cost of medical expenses
incurred during the employment loss which would have been
covered under an employee benefit plan if the employment loss
had not occurred.

Such liability shall be calculated for the period of the violation, up
ro a maximum of 60 days, but in no event for more than one-half the
number of days the employee was employed by the employer.

(2) The amount for which an employer is liable under paragraph
(1) shall be reduced by—

(A) any wages paid by the employer to the employee for the
period of the violation;

(B) any voluntary and unconditional payment by the em-
ployer to the employee that is not required by any legal obliga-
tion; and

(C) any payment by the employer to a third party or trustee
(such as premiums for health benefits or payments to a defined
contribution pension plan) on behalf of and attributable to the
employee for the period of the violation.

In addition, any liability incurred under paragraph (1) with respect
to a defined benefit pension plan may be reduced by crediting the
employee with service for all purposes under such a plan for the
period of the violation.

(3 Any employer who violates the provisions of section 3 with
respect to a unit of local government shall be subject to a civil
penalty of not more than $500 for each day of such violation, except
that such penalty shall not apply if the employer pays to each
aggrieved employee the amount for which the employer is liable to
that employee within 3 weeks from the date the employer orders the
shutdown or layoff.

(4) If an employer which has violated this Act proves to the
satisfaction of the court that the act or omission that violated this
Act was in good faith and that the employer had reasonable grounds
for believing that the act or omission was not , violation of this Act
the court may, in its discretion, reduce the amount of the liability or
penalty provided for in this section.

(5) A person seeking to enforce such liability, including a rep-
resentative of employees or a unit of local government aggrieved
under paragraph (1) or (3), may sue either for such person or for
other persons similarly situated, or both, in any district court of the
United States for any district in which the violation is alleged to
have occurred, or in which the employer transacts business

(6) In any such suit, the court, in its discretion, may allow the
prevailing party a reasonable attorney's fee as part of the costs.
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(7)  For purposes of this subsection, the term, "aggrieved em-
ployee"™ means an employee who has worked for the employer
ordering the plant closing or mass layoff and who, as a result of the
failure by the employer to comply with section 3, did not receive
timely notice either directly or through his or her representative as
required by section 3.

(b)  Exclusivity of Remedies.—The remedies provided for in this
section shall be the exclusive remedies for any violation of this Act.
Under this Act, a Federal court shall not have authority to enjoin a
plant closing or mass layoff.

SEC. 6. PROCEDURES IN ADDITION TO OTHER RIGHTS OF EMPLOYEES.

The rights and remedies provided to employees by this Act are in
addition to, and not in lieu of, any other contractual or statutory
rights and remedies of the employees, and are not intended to alter
or affect such rights and remedies, except that the period of notifica-
tion required by this Act shall run concurrently with any period of
notification required by contract or by any other statute.

SEC. 7. PROCEDURES ENCOURAGED WHERE 10T REQUIRED.

It is the sense of Congress that an employer who is not required to
comply with the notice requirements of section 3 should, to the
extent possible, provide notice to its employees about a proposal to
close a plant or permanently reduce its workforce.

SEC. 8. AUTHORITY TO PRESCRIBE REGULATIONS.

(@) The Secretary of Labor shall prescribe such regulations as may
be necessaiy to carry out this Act. Such regulations shall, at a
minimum, include interpretative regulations describing the meth-
ods by which employers may provide for appropriate service of
notice as required by this Act.

(b) The mailing of notice to an employee’s last known address or
inclusion of notice in the employee's paycheck will be considered
acceptable methods for fulfillment of the employer’s obligation to
give notice to each affected employee under this Act.

SEC. 9. EFFECT ON OTHER LAWS.

The giving of notice pursuant to this Act, if done in good faith
compliance with this Act, shall not constitute a violation of the
National Labor Relations Act or the Railway Labor Act.

SEC. 10. REPORT ON EMPLOYMENT AND INTERNATIONAL COMPETITIVE-
NESS.

Two years after the date of enactment of this Act the Comptroller
General shall submit to the Committee on Small Business of both
the House and Senate, the Committee on Labor and Human Re-
sources, and the Committee on Education and Labor a report
containing a detailed and objective analysis of the effect of this Act
on employers (especially small- and medium-sized businesses), the
economy (international competitiveness), and employees (in terms of
levels and conditions of employment). The Comptroller General
shall assess both costs and benefits, including the effect on
productivity, competitiveness, unemployment rates and compensa-
tion, and worker retraining and readjustment.
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SEC. 11 EFFECTIVE DATE.

This Act shall take effect on the date which is 6 months after the
date of enactment of this Act, except that the authority of the
Secretary of Labor under section 8 is effective upon enactment.

[Became law without Presidential signature August 4, 1988.]
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WASHINGTON - Pre5|dent R".agan today vetoed a the export ofAlaskan ail.

proposed- restrictionson:

message formally notifying the House and the Senate themostrecento p pos i tion .

that he was rejecting the 1,000-page measure. n "It iswith sincere regret that today | must disapprovp
The leader of House Democrats predicted his chain- and return ... the Omnibus Trade and Competitiveness

ber would vote to override the veto, but his Senate coun- Act of 1988, "Reagan 3 message said-

terpart said such action there appeared doubtful . In his message, Reagan argued that companles "need
Reagan 3 veto, announced by his spokesman, turned: flexibility in announcing layoffs or closings in order to Reagan 3 veto of the 1. OOO—page bill appeared likely to

in part on a provision requiring thatworkers be given no- survive._times ofeconomic stress. e m be sustained in the Senate, although perhaps by a narrow

tice of planned plant closings. “1 support voluntarily giving workers or communities margin. The House, where the trade bill has wider sup-
Spokesman Marlin Fitzwater said Reagan would sign as much advance warning as possible when a layoffor port, was expected to take up the veto immediately after

, our economic growth,”Reagan said
" eThe president also contended that the bill would “push
us in the direction of protectionisn.
"Closing our borders isnot the solution to opening for-
eign markets, ” he said.

Speaker Jim Wright, meetlng with reporters at the
White House before the president signed his veto mes-
Ssage predicted the chamber will override the president.
“fe think this bill ought to be passed. If, inthe fi-
v nal analysis, we cannot muster the votes iii the Senate,
we will pass the strongest, most effective trade bill that
yOL(Jj can, but that WI|| take time,””the Texas Democrat
sai
Senate Majority Leader Robert Byrd, D-W.V., ac—
knowledged that "the probabilities are””the president 3
veto will be sustained in the Senate.
But he warned that itwill be “éxtremely difficult” *for
a new bill to wend itsway through the chamber 3 com—
plex procedures before itsscheduled Oct. 8 adjournment.
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5-2116A

Cramer
3/29/88

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to notification of employees when an
employer makes a substantial change 1in a business
activity or when a governmental -entity contracts
certain activities to a private entity."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:,

* Section 1. LEGISLATIVE FINDINGS. (a) The legislature finds that
employment is vitally important to an individual®s economic well-being and
self-respect. Employees invest their skills and efforts in their employ—
er"s activity and have a vital stake in the employer®s continued operation
and their continued employment. When their employment 1is terminated due to
the termination, transfer of ownership, or relocation of the business or
governmentalactivity, the employees suffer heavy economic and personal
losses.

(b) The 1 ;gislature further Tfinds that when an employer <closes or
relocates, particularly if the employer employs a large number of employees
in a locality or within an industry, it is difficult, and sometimes impos—
sible, for the former employees to find comparable employment with another
employer. When an employer closes or vrelocates or when employees are
terminated because of a transfer of ownership, long-time employees lose the
seniority, benefits, and unaccrued pension credits they have earned during
their many years of service. Employment offering comparable wages and
benefits 1is unavailable to many, and some older employees will be unable to
find alternative employment.

(c) The legislature determines that employers should be required to

-1-
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1j notify their employees of anticipated substantial changes in business

2 activity so that the employees can prepare for the future.

3 * Sec. 2. AS 23.10 is amended by adding new sections to read:

4 ARTICLE 7. EMPLOYMENT CLOSURE, RELOCATION, OR TRANSFER.

5 Sec. 23.10.450. RIGHT TO NOTICE. (a) Except as provided in (b)

6 of this section, an employer who expects to make a substantial change

! in business activity shall give each employee written notice of the

8 anticipated change at least 60 days before the date of change. An

91 employer who Tfails to give timely notice 1is liable to an employee for

10 severance pay 1in the amount of one month"s pay.

n (b) Ah employer 1is not liable for severance pay under this

12 section to an employee if

13 D) the employee is covered by an express contract provid-—

14 ing for severance pay 1in an amount equal to or greater than that

15 required by AS 23.10.450 - 23.10.470; or

16{ 2 the predecessor or successor employer offers the em—

1 ployee employment that provides wages and benefits that are substan-—

18 tially similar to those that the employee received before the substan-—

9 tial change in the business activity.

Zh Sec. 23.10.460. GOVERNMENTAL LIABILITY. () A governmental

2 entity that ceases to employ employees to perform an activity and

ZZQ contracts with one or more private entities to have all or a substan-

23 tial portion of the activity performed by the private entities shall
notify employees whose employment is affected by the <cessation as
required of employers under AS 23.10.450. The governmental entity is

Zei liable to employees for failure to give timely notice as provided in

27# that section.

np} (b) In this section, "governmental entity" means the state, a

b

- municipality, a political subdivision of the state, the University of

-2-
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1 Alaska, or the Alaska Railroad, and includes an administrative unit of
2 the state, municipality, political subdivision, wuniversity, or rail—
3 road.
4 Sec. 23.10.470. DEFINITIONS. In AS 23.10.450 - 23.10.470
5 (D) "employee"™ means an individual employed by an employer
6 or a governmental entity;
! (2) "employer" includes an individual, partnership, asso—
8 ciation, corporation, business trust, or other nongovernmental entity
9 . ;
that employs eight or more persons;
10 o . "
3) one month®"s pay means theaverage monthly compen—
u sation paid to an employee by an employer based on the amount of
12 compensation received by the employee during the preceding 12 months;
13 4) "predecessor employer”™ means an employer who has trans—
14 . . i
ferred the ownership of a business or a part of a business to another;
15 . . .
(5) "relocation"™ of a business or part of a business means
16 . i .
removal of all or substantially all operations of the business, a
17 L .. L
separate facility or branch, or a distinct divisionor department of a
18 . i i -
businessto a location at least 60 miles away from the original loca—
1 i
9 tion;
20 l " = - = = = "
(6) substantial change 1in a business activity" means the
21 i . . . i i
relocation, termination, or transfer of ownership in a business or a
22 part of a business;
23 i
! ) "successor employer”™ means an employer to whom the
24& ownership of a business ora part of a business has been transferred;
l (8) "termination"” of a business or part of a business means
26 that all or substantially all operations of the business, a separate
27 L L L .
facility or branch, or a distinct division or department of a business
28 i . i
cease and that the business or part of the business 1is permanently
29

closed;
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11 9 "transfer of ownership” of a business or par
business includes a transfer of ownership in a business, a separate
facility or branch, or a distinct division or department of a busi—
ness, including sale of stock, a sale of assets, a foreclosure or
other Tform of repossession by creditors, a gift, a devise, or any

other means of transfer of ownership.
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Alaska i ate iCegBlature

House of Representatives Sureau, Alaska 99811

(907) 4654833

Community & Regional Affali

April 8, 1988
TO: Henry Springer, Chairman HCRA
FR.OM: David C. Harrison, P.A., HCRA

SUBJECT: CSHB 542 "An Act relating to employer obligations
when an employer makes a substantial change in a
business activity or when a governmental entity
contracts certain activities to a private entity."
(Sponsor: H. Labor and Commerce Committee)

o x e iQIQx Ao x xR KKK KK KK KKK Ko K ox v x Kk oxowowswew e koewew e kkkkkk kK k

REVIEW:

Section 1. (a) Findings by the legislature concerning he
welbeing of employees within Alaska 1is the thrust of this
bill. It is recognized that the part of the employees wel —
being 1is assured when he/she is notified in a timely manner

of a <change in his/her employment status either with a
private or government employer.

Additional findings indicate employee conditions and status
change when an employer:
1. closes; 2. relocates; 3 terminates;
4. transfers; and/or 5. leases the
business activity.

That long-time employees lose seniority, benefits,
unaccrued pension credits and in some instances older
employees are unable to find alternative employment.

Therefore, the legislature determines that employers should
be required to notify their employees of anticipated sub—
stantial changes in business activity so that the employee
can prepare Tfor the future.

ARTICLE 7. EMPLOYMENT CLOSURE, RELOCATION, OR TRANSFER.
Sec. 23.10.450 RIGHT TO NOTICE

COMMENTS: Under proposed bill, an employer shall give

60 days prior notice of substantial changes affecting

employee®s employment.

Penalty of employer®s failure to notify an employee of
substantial change in employment is liable for one



month's severance pay.

Exception to penalty based upon favorable condition for the
employee per contracts or successor employer offers employee
employment that provides wages and benefits that are
substantially similar to those that the employee received
before substantial change in the business activity.

Sec. 23.10.460 GOVERNMENTAL LIABILITY

Government liability 1is somewhat the same as the private
business sector but conditions for notice requirements are
somewhat different. If a governmental entity chooses con-—
tracts and/or leases or conveys government property that
would alter an employee®s employment status a prior 60 day

notice of such would be 1in order. Appropriate penalties
for failure to provide a prior 60 day notice to an employee
would be required - severance pay in the amount of one

month®"s pay is indicated.

(b) Governmental entities are spelled out as the state; a
municipality; a political subdivision of the state; a school
district, including a regional educational attendance area;
the Universirty of Alaska; the Alaska Railroad; and an
administrative unit of the state, municipality, political
subdivision, university, or railroad.

Sec. 23.10.470 provides for definitions in AS 23.10.450 -
23.10.470 as herein stated.

Sec.3 This Act does not modify or terminate the terms of a
collective barganing agreement in existence on the effective
date of this Act.

Note: It would seem that an effective date clause would
have been spelled out after Sec. 3, of this bill!



HOUSE COMMITTEE REPORT

@
Date referred: 3/17/88 FURTHER REFERRALS: C&RA
Judiciary
Finance
DATE
The Labor & Commerce Committee has considered HB 542
it "—1ILL

"An Act relating to employer obligations when an employer makes a
substantial change in a business activity or when a governmental entity
contracts certain activities to a private entity."

RECOMMENDS : R \

[*>0 replace with (LS 2 [
cK] a new title

] the same title

[ 1 attached amendment(s)
do pass
do not pass
no recommendation
individual recommendations

additional referral to the Committee

ADOPTS: [ 1 letter of intent

ATTACHES NEW FISCAL NOTE(s):

[ 1 fiscal impact [ 1 same as previous fiscal note
[ 2ero fiscal note published
[ 1 zero with analysis [ 1 same as previous zero fiscal

note published

Chairman's signat/ire



TABLE A-

OP THE EMPLOYERS CLASSIFIED IN PRIVATE INDUSTRY, WHO ARE SUBJECT TO ALASKA'S UNEMPLOYMENT

INSURANCE LAWS, 54% REPORTED 0 TO 3 EMPLOYEES DURING THE PAY PERIOD THAT INCLUDED THE 12TH
OF SEPTEMBER, 1987.

TABLE A STATEWIDE
EMPLOYERS BY SIZE CLASS
SEPTEMBER 1987

SIZE CLASS 0-3 4-9 10-19 20-49 50-99 100-249 250-499 500-999 1000+
NUMBER OF EMPLOYERS 7,084 3,259 1,385 -> 806 164 46 14 7
PERCENTAGE 54.42 25.04 10.64 6.19 1.94 1.26 .35 .11 .05

60/1 £ fryl/'**
TABLE B:

APPROXIMATELY 13% OF ALL EMPLOYEES REPORTED BY EMPLOYERS CLASSIFIED IN PRIVATE INDUSTRY, WHO
ARE SUBJECT TO ALASKA'S UNEMPLOYMENT INSURANCE LAWS, WERE ON THE PAYROLL OF EMPLOYERS WHO
COUNTED 4 TO 9 PERSONS DURING THE PAYROLL PERIOD THAT INCLUDED THE 12TH OF SEPTEMBER, 1987.

TABLE B STATEWIDE
EMPLOYEES BY SIZE CLASS
SEPTEMBER 1987

SIZE CLASS 0-3 4-9 10-19 / 20-4° 50-99 100-249 250-499 500-999 1000+
EMPLOYEE COUNTS 8,536 1?,186 18,671 [23,743 17,745 25,059 16 ,369 9,519 11,496
PERCENTAGE 5.68 2.76 12.42 * 15.80 11.80 16.67 10.89 .33 7.65

70 70 rC" e~jobyyecsS

S5n/r2n

TOTAL
13,017
100.00

TOTAL
150,324

100.00
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May, 1988
Copies of minutes listed below were originally included
in this file. The minutes are available on the STAIRS
database CMPR. In order to save space copies of minutes

have not been left in the files.
Mary Van Nimwegen
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CONTACTSi*************************************************************
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Date referred: 3/28/88 FURTHER REFERRALS: Labor & Commerce
Finance
APR-8
DATE:
Community and
The Regional Affairs Committee has considered HB 550

"An Act authorizing the Department of Community and Regional Affairs to
modify the terms of its mortgage loans; and providing for an effective
date."

RECOMMENDS:

[ 1 replace with [ 1 the same title

[ 1 attached amendment(s) [ 1 anew title

do pass
do not pass
no recommendation

individual recommendations

additional referral to the Committee
ADOPTS: [ ] letter of intent
ATTACHES NEW FISCAL NOTE(s):
[ 1 fiscal impact [ 3 same as previous fiscal note
zero fiscal note published
[ 1 zero with analysis [ ] same as previous zero fiscal

note published

SIGNING DO PASS: SIGNING OTHER

L

Herr/ton»

Co Il 1 1*5

Cufv



HOUSE COMMUNITY & REGIONAL AFFAIRS

DA\TE. Fri. April 8, 1988

SIGN-IN

NAME (PLS PRINT) &

Official BturiMm

ooy

Subject of meeting:
SB 335 am Approp: Prior Year PF Dividend Approp®s
SB 336 Computation of Permanent Fund Dividends

*HB 550 C&RA Actions related ro Mortgage Loans

*HB 475 Tax Assessments of Undeveloped Land

DO YOU WANT

PHONE REPRESENTING TO TESTIFY?
LN7ro ]
iy
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STATE OF ALASKA
1988 LEGISLATIVE SESSION

REDIET.

FISCAL NOTE

BILLVERSION:hb sso
PUBLISHDATE :.

RevisionDate:
Title : "An act..DCRA. .modify terms or..
mortgage loans..effective date."

Sponsor: Rules Committee
Requestor :

Agency Affectede Community & Regional Af1.
. Housing_Assistance

Components e . ~

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING -0- -0- -0-

CAPITAL

REVENUE

FUNDING: (Thousands ofDollars)

GENERAL FUND _0- -0- _0-
FEDERAL FUNDS

OTHER

TOTAL -u- _0- _0-

POSITIONS:

FULL-TIME -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS (Attach a separate page ifnecessary)

Prepared by : 2#Deputy Director

FY 91 FY 92 FY 93

Phone: 465"475<

Division: Municipal & Regional Assistance

n,o. 4/4/88

Approvedby CommissionerA"AnN-
Agency: Community & Regional* Affairs

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office ofManagement and Budget
Impacted Agency(ies)

Date:

page— + of
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<IN STEVE COWPER, GOVERNOR

&

REFT. OF COMMUNITY & REGIONAL AFFAIRS O PO.BOXB
JUNEAU. ALASKA 99811-2100

PHONE: (907) 465-4700

o %49 E. 36THAVENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302
PHONE: (%07) 563-1073

0O FF 11 CE O0F T H E COoOMMIS S 1 O0ONER

April 4, 1988

POSITION PAPER

RE: House Bill 550

SPONSOR: Rules Committee by request of the House Members of the
Joint Committee on Economic Recovery.

Program Effects:

This bill would allow the department, under the Housing
Assistance Loan Program, to modify loan terms, such as the
interest rate and maturity date, when a borrower is
experiencing financial distress. This authority already exists

in other State assisted housing loan programs SO0 this
legislation would make this program consistent with these other
State housing loan programs.

Comments:
This bill would correct an inconsistency between the provisions

of the Housing Assistance Loan Program and other State housing
loan programs, such as those offered by the Alaska Housing

Finance Corporation. This would give the Housing Assistance
Loan Program more options when assisting a distressed borrower
to maintain his or her home and credit rating. It would help

reduce the maintenance, legal, and resale <costs that the
Housing Assistance Loan Program experiences every time it
cannot save a loan and has to accept the security, such as the
real property, rather than repayment of the loan amount.

The Housing Assistance Loan Fund has currently about 1400
outstanding loans. 0Of these, 45 are in foreclosure, and
another 100 are delinquent in payments. of these
delinquencies, the department estimates between one third and
one half would be able to take advantage of the loan
modification provisions proposed by this legislation.

21-P1LH



April 4, 1988
Page Two

The Housing Assistance Loan program has considered the
financial impact on the Housing Assistance Revolving Loan Fund
(HARLF) due to the resultant reduction 1in the average 1interest
rate the portfolio earns brought about by lowering the interest

rate <charged to the borrowers. This loss in income, when
averaged over the total portfolio, will not impact the 1loan
fund. In addition the department feels that any loss 1in 1income

due to the reduction in interest income may be offset by
reducing the number of non-performing Jloans by turning them

into performing loans. When a borrower goes 1into default and
does not make the required loan payments, the HARLF receives no
income from that loan. If the department can 1immediately work

with that borrower and renegotiate loan terms which are
acceptable to the State and the borrower, the State will suffer
a smaller reduction in inccme than 1if it becomes necessary to
go to foreclosure and liquidate the security.

The department strongly supports this legislation. It is in
the best interests of both the state and the borrowers under
this program to implement this statutory change.
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Alaska “tate ffiegtalaturk
House of Representatives jﬁ%

. (907) 4654833
Committee on

Community & Regional Affairs
April 4, 1988
Rep. Henry Springer, Chariman HCRA
David C. Harrison, P. A., HCRA

SUBJECT: HB 550 "An Act authorizing the Department of
Community and Regional Affairs to modify the terms
of its mortgage loans; and providing for an
effective date.” (H Rules Committee by request)

Rk S *****#**************&*- ESE R o o o S b Ik************'*

Section 1. Findings by the legislature indicate a need to
provide some relief to the distressed real estate market.

It is deemed in the interest of the property owners as well
as the state to provide reduced interest rates.

Sec. 2 AS 44..47 as amended relates to modification of
the interest on Jloans under AS 44.47.360 - 44.47.560 -
please see attached statutues for your references.

Intent of this bill is that DCRA may by loan modification,
reschedule principal payments or reduce 1interest rates or
both, if the department finds it creates conditions that the
loan would pay to maturity and induce the borrower to remain
in active management and ownership of the property and the
loan modification would be in the best financial interest of
the department and the state; and <considered prudent by
private lending standards taking into account the Tfinancial
circumstances of the borrower and other costly alternatives
such as foreclosure.

IT this bill passes, it would provide <conditions for
rescheduling of the borrower®s repayment of principal under
conditions herein which is not intended to affect the
obligation of the borrower to repay the principal amount on
the mortgage.

Provides that the department (DCRA) may reduce the interest
payable on a mortgage if the modification contains an
interest rate opener clause whereby if the interest rate is
reduced the borrower and the department shall renegotiate
the rate of interest on the mortgage within five years of
the date of an interest rate reduction approved by the
department. . Also* to specify the date the parties are to
renegotiate the rate of interest per conditions <contained
herein and to incorporate a call feature reserving DCRA the



right to demand repayment of the entire principal amount due
if the borrower and DCRA are unable to conclude renegotia—
tion of the rate of interest.

Conditions are placed on DCRA under the date call feature of
this bill.

The interest rate reduction approved by DCRA under this
section cancels the borrower®s obligation to pay the amont
due that 1is attributable to the difference between the
original 1interest rate and the interest rate reduction for
the period of the rate reduction. Benefit is accrued to the
borrower because of reduced interest rate as negotiated.

Renegotiated interest rate may not exceedthe original
interest rate <charged on the mortgage.

Regulations prescribing terms, conditions and procedures
applicable to loan modification must be made by DCRA.

Effective date of this bill is July 1, 1988.
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MEMORANDUM February 29, 1988

SUBJECT: Authority to restructure mortgage loans
(Work order 5-2012)

TO: Representative Steve Frptfik
ATTN: Rick Solie

FROM: Jack Chenowet
Legislative

You have asked for a review of the ability of the state
agencies that manage residential mortgage lending programs
to restructure those loans under current law.

The sources of the principal residential mortgage loan pro—
grams are:

-- loans made under one of the various housing assis—
tance programs by the Alaska Housing Finance Corporation
under authority of AS 18.56; 1/

-- loans made from the Housing Assistance Loan Fund and
the Homeownership Assistance Funds by the Division of Hous—
ing Assistance of the Department of Community and Regional
Affairs under the authority of AS 44.47.360 - 44.47.560. 2/

Though their total numbers are significantly below the
numbers of loans made by each of the entities mentioned
above, loans for residential purposes may also be made by

— the Alaska Permanent Fund Corporation;

— the commissioner of revenue, acting in the capacity
of treasurer of the state®"s retirement systems for the pen—
sion fund surpluses of the Public Employment Retirement Sys—
tem and the Teachers®™ Retirement System.

"Restructuring of mortgage loans" 1is usually understood to
mean at least one of the following:



Representative Stev” Frank
Page 2
February 29, 1988

-- forbearance arrangements or agreements, authorizing
the borrower to reduce or suspend regular mortgage payments
for a stated period; or,

-- modification of the terms of a mortgage, including
-- reduction of payments of principal
-- without affecting the total debt obliga—
tion of the mortgagor on the mortgage loan; or
— accompanied by a concomitant reduction 1in
the total debt obligation of the mortgagor on the
mortgage loan;
— vreduction of the interest payment payable on
the loan; or
-- delay or postponement of the due date of the
mortgage obligation.

Alaska Housing Finance Corporation mortgage loans:

The Alaska Housing Finance Corporation enjoys wide latitude
as to how it may address delinquent loans and those that may

become delinquent. In the enumeration of the general powers
of the corporation, AS 18.56.090(11) provides that the
corporation may, "for its . . . corporate purposes":

consent to the modification of the rate of interest,
time of payment of any installment of principal or
interest, or any other terms, of the mortgage Iloan,
mortgage loan commitment, construction loan, temporary
loan, contract or agreement of any kind to which the
corporation is a party;

While this statutory language sets no limits, there are some
practical constraints.

AHFC principally finances 1its programs through the uie of
bond proceeds. AS 18.56.110 generally prescribes limita—
tions applicable to the bonds and notes of the corporation.
AS 18.56.110(Ff)(3) authorizes the corporation to '"covenant
as to the use and disposition of any and all payments of
principal and interest received by the corporation on mort—
gage loans . .. or other investments held by the corpora-—
tion." Under AS 18.56.120,

The pledge of assets or revenue of the corporation to
the paymenc of the principal or interest on any
obligations of the agency 1is valid and binding from the
time the pledge is made and the assets or revenue are



Representative Steve Frank
Page 3
February 29, 1988

immediately subject to the lien of the pledge without
physical delivery or further act..............

So it is to the covenants that support the underlying bond
issues rather than to provisions of state law that one must
look to determine whether AHFC®s various mortgage loan pro—
grams peimit restructuring of outstanding loans. One must
also consider the agreements bet 7een AHFC and, on the one
hand, agreements entered into with the Federal National
Mortgage Association (and similar entities) covering sales
of mortgages and loans and, on the other hand, agreements
with the corporation®s own mortgage seller/servicers. Each
of these groups of agreements may include provisions
limiting the corporation®s flexibility in responding to de—
faults and potential defaults by the borrowers.

These agreements notwithstanding, AHFC does authorize loan
modifications under certain circumstances. The corpo—
ration®"s seller/servicer manual identifies those as limited
to instances in which the mortgagor®s income has been
permanently affected by accident or illness, or in which the
mortgagor®"s income has been reduced or eliminated altogether
for a temporary period and which has not recovered
sufficiently to maintain the current mortgage. The
corporation will also consider a modification "if the servi-—
cer [of the mortgage] feels that changing the terms of the
mortgage would not only cure [a] present delinquency but
also prevent future delinquencies.”"™ AHFC must give prior
approval and "will consider . . . reamortizing the debt to
include the delinquent payments or extending the term of the
loan by the number of past due installments."” AHFC Seller/
Servicer Manual sec. 9002.06.

In summary, current state law generally appears to provide
sufficient latitude for the Alaska Housing Finance Corpora—
tion to modify loans and loan provisions for loans that are
delinquent or may become delinquent. Legislative initia—
tives to amend the law to redefine or extend AHFC"s authori—
ty need to be concerned with possible claims against impair—
ment of contracts entered into by the corporation, particu—
larly with bond underwriters, federal government agencies
that purchase the mortgages, and the corporation®s seller/
servicers.

Department of Community and Regional Affairs mortgage loans:
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State law applicable to management of the department®s mort—
gage loan programs does not specifically provide the depart—
ment latitude to restructure repayment of principal and in—
terest on its loans. The department®s own regulations are
also silent on the point.

The department has asserted to you that it may not reduce
interest payable. Its assertion seems to be borne out by
the following:

-- the 1interest rate payable by a borrower under
the rural owner-occupied housing program is, by statute
(AS 44.47.410(b)), tied to the rate based on the most
recent AHFC bond sale;

-- the 1interest rate payable by a borrower under
the rural non-owner-occupied housing program is set by
statute (AS 44.47.520(b)) as an amount not to exceed
10% percent; the department advertises that the rate is
10% percent;

-- the interest rate payable by a borrower under
the homeownership assistance housing program, the
interest-subsidy assistance program, directs by statute
(AS 44.47.382(b)) that, for qualifying borrowers, the
subsidy allowable shall be sufficient to reduce the
actual interest rate paid on the mortgage to six per—
cent.

The net effect of the three statutes cited suggests that the
department is without discretion to adjust or reduce inter—
est payable by a borrower under any of the three programs.

The department has Iso represented to you that, while it

may adjust payments of principal on outstanding housing pro—
gram loans, its authority to adjust the payments is limited
to modifying current principal payments without reducing the
mortgagor®"s total debt obligation under the mortgage loan.

In other words, the department believes that it may reduce
monthly payments, but the reductions correspondingly serve

to extend the repayment obligation to an additional period;
the department may not cancel or forgive a portion of the
borrower®s 1indebtedness.

The source of the department®s mortgage lending activity 1is
the housing assistance loan fund. That fund is established
by statute (AS 44.47.380) and was, by a 1983 amendment, made
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a revolving loan fund. 3/ A revolving loan fund is common—
ly thought of, and in ATaska legislation has been nearly
universally treated, as a fund that is continually expended
and replenished, from which withdrawals are made as loans
but with a corresponding obligation to repay the fund in
order to keep it intact. Kkl Legislative appropriations for
state revolving loan funds are typically treated as non—
lapsing appropriations, and any repayments of principal on
loans purchased or originated with these appropriations
should be deposited into the fund and made available fronm
the fund for subsequent expenditure.

In my judgment, the department®"s representation to you seems
to be fully consistent with its duty to maintain the integ—
rity of the housing assistance loan fund as a revolving
fund. A reduction in principal payments accompanied by a
cancellation of a portion of a borrower®"s indebtedness would
compromise the fund balance and the ability of the agency to
use the fund balance as a source of loans in subsequent
years.

Investments of the Alaska Permanent Fund Corporation:

Under authority granted in AS 37.13.120(g)(16), the corpora—
tion may invest in

notes secured by mortgages granting a first lien on
commercial or residential real estate improved by
completed buildings [subject to specific mortgage
insurance requirements];

Like the Alaska Housing Finance Corporation, the Alaska Per—
manent Fund Corporation enjoys broad authority to manage

investments. The corporation is authorized to "enter into
and enforce all contracts necessary, convenient, or desira-—
ble for purposes of the corporation.” (AS 37.13.120(F)).

The residential mortgages purchased by the corporation as
investments become assets of the corporation subject to the
corporation®s general asset management policies.

Since the Permanent Fund Corporation regularly receives
income from sources other than those that support the
mortgage lending activities of AHFC or the Housing
Assistance Division, it is not constrained by the same
considerations that circumscribe loan management practices
of those two entities. Within the broad authority of the
statutes directing its activities, the Permanent Fund



