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Alaska State Legislature
H o u s e

P.O. B O X  V  

S t a t e  C a p i t o l  

J u n e a u ,  A l a s k a  9 9 8 1 1

C O M M I T T E E  O N  S T A T E  A F F A I R S  

M a r c h  11, 1988

TO:

FROM:

RE:

C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

R e p r e s ^ t k t i ^ ^ F r a n  Ulmer, C h a i r  
H o u s e  State/ A f f a i r s

H B  538 " A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  M u n i c i p a l  
B o n d  B a n k  A u t h o r i t y ;  a n d  p r o v i d i n g  for a n  e f f e c t i v e  
d a t e . 11

H o u s e  B i l l  538 e x t e n d s  t h e  a u t h o r i t y  o f  t h e  A l a s k a  M u n i c i p a l  
B o n d  Bank.

S e c t i o n  1

S t a t e  A i d  p a y a b l e  t o  a m u n i c i p a l i t y  w h i c h  is in d e f a u l t  o n  a n y  
b o n d s  h e l d  b y  t h e  B o n d  B a n k  s h a l l  b e  p a i d  d i r e c t l y  t o  t h e  B o n d  
Bank.

S e c t i o n  2

A S  4 4 . 8 5 . 4 1 0 ( 3 ) (E) a l l o w s  t h e  A l a s k a  B o n d  B a n k  t o  p u r c h a s e  a n  
o b l i g a t i o n  o f  a m u n i c i p a l i t y  s e c u r e d  b y  a s p e c i a l  a s s e s s m e n t  o r  
lease.

B a c k g r o u n d

A c c o r d i n g  t o  P e r r y  Davis, E x e c u t i v e  D i r e c t o r  o f  t h e  M u n i c i p a l  
B o n d  B a n k  A u t h o r i t y ,  t h e  p r o p o s e d  a m e n d m e n t  is in r e s p o n s e  to  
s u g g e s t i o n s  t h a t  t h e  s c o p e  o f  t h e  B o n d  B a n k  b e  b r o a d e n e d  to 
i n c l u d e  b o n d s  f o r  s p e c i a l  a s s e s s m e n t s  a n d  o t h e r  g o v e r n m e n t a l  
p u r p o s e s .  C u r r e n t  l a w  o n l y  a l l o w s  t h e  p u r c h a s e  o f  g e n e r a l  
o b l i g a t i o n  a n d  r e v e n u e  bonds.



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

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



N U V E S N
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F e b r u a r y  18, 1 9 8 8

F r a n  U l m e r  

C h a i r m a n

S t a t e  A f f a i r s  C o m m i t t e e  

P . O .  B ox V, C - 1 0 2  

J u n e a u ,  AK  9 9 8 1 1

RE: A l a s k a  M u n i c i p a l  B o n d  B a n k  l e g i s l a t i o n

D e a r  F r a n ,

L a s t  y e a r  t h e  A l a s k a  M u n i c i p a l  B o n d  B a n k  d e c i d e d  t o  b e  m o r e  p r o - a c t i v e  

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

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

O n e  p r o g r a m  w a s  t o  h a v e  a n  e q u i p m e n t  l e a s i n g  p r o g r a m  t o  h a v e  cc n m u n i t i e s  

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

M u n i c i p a l  B o n d  B a nk. W e  f o u n d  c o m m u n i t i e s  w e r e  c u r r e n t l y  f i n a n c i n g  

e q u i p m e n t  a t  a n  i n t e r e s t  r a t e  of 9 to  15 %  u n d e r  c u r r e n t  m a r k e t  

c o n d i t i o n s .  T h e  A l a s k a  M u n i c i p a l  B o n d  B a n k  c o u l d  p e r f o r m  t h i s  f u n c t i o n  

rt  a p p r o x i m a t e l y  7%.

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

f i n a n c e  s p e c i a l  s e r v i c e  d i s t r i c t s  or as l i m i t e d  i m p r o v e m e n t  d i s t r i c t s .  A 

s p e c i a l  s e r v i c e  d i s t r i c t  is o n e  w h e r e  a d i s t r i c t  w a n t s  to h a v e ,  l e t ' s  

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

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

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

f i r e  s t a t i o n  if t he v o t e r s  a p p r o v e d  it in t h e  d i s t r i c t .  A  l i m i t e d  

i m p r o v e m e n t  d i s t r i c t  is a f i n a n c i n g  f or a o n e  t i m e  i m p r o v e m e n t  s u c h  as 

s t r e e t s  in a s u b d i v i s i o n  if t he t a x p a y e r s  in  t h e  d i s t r i c t  a r e  w i l l i n g  to 

p a y  f or it. T h e y  v o t e  f or t he i m p r o v e m e n t s  a n d  t h e  L I D  c o s t  is a t t a c h e d  

to  t h e  p r o p e r t y  p a y m e n t s  a n d  is p a i d  o f f  o v e r  time.

B e c a u s e  t he l e g i s l a t i o n  w a s  l a t e  in a r r i v i n g  in t h e  G o v e r n o r ' s  o f f i c e  a n d  

b e c a u s e  t h i s  s u b j e c t  is n o t  of  h i g h  p o l i t i c a l  c o n t e n t  t h e  b i l l  w a s  n o t  

m o v e d .  T h i s  b i l l  h a s  th e  u n a n i m o u s  s u p p o r t  of  t h e  A l a s k a  M u n i c i p a l  B o n d  

B a n k  B o a r d  a n d  a l l  m u n i c i p a l i t i e s .  It g i v e s  t h e m  a n  a d d i t i o n a l  t o o l  to 

h e l p  m e e t  t h e i r  o b l i g a t i o n s .  I k n o w  of n o  o p p o s i t i o n  to  t h i s  bill,

T h e r e  is n o  f i s c a l  n o t e  to t h e  b i l l  for t h i s  c a l e n d a r  y e a r  b e c a u s e  t h e  

A l a s k a  M u n i c i p a l  B o n d  B a n k  a l r e a d y  h as a d e q u a t e  r e s e r v e s .  W e  e x p e c t  a $7 

m i l l i o n  p r o g r a m  of e a c h  t y p e  if t h i s  l e g i s l a t i o n  c a n  be p a s s e d .

T h e  l e g i s l a t i o n  h as t w o  p a r t s .  T h e  f i r s t  is t o  a l l o w  f or the o f f s e t  of 

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

M u n i c i p a l  B o n d  B a n k  fcr the n e w  p r o g r a m s .  T h e s e  p r o g r a m s  a r e  p e r m i s s i v e  

a n d  if t h e y  w a n t  t he a d v a n t a g e  of t h e  A l a s k a  M u n i c i p a l  B o n d  Bank, t h e r e  

is a s m a l l  p r i c e  to pay.



N U V E E N

S e c t i o n  2 o f  t h e  b i l l  a l l o w s  t h e  A l a s k a  M u n i c i p a l  B o n d  B a n k  to p u r c h a s e  

" a n y  o t h e r  o b l i g a t i o n  of a m u n i c i p a l i t y . '  C u r r e n t  l e g i s l a t i o n  o n l y  

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

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

l a n g u a g e ,  t h e  A l a s k a  M u n i c i p a l  B o n d  B a n k  w o u l d  b e  a l l o w e d  t o  p u r c h a s e  t he 

n e w  o b l i g a t i o n s .

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

Y o u r s  t r u l y ,



CHAIRMAN:GLENDA RHODES
SUITE 430 

A N C H O R A G E .  ALASKA 99501 
(907) 274-7356

601 W E S T  FIFTH A V

B O A R D  M E M B E R S :  
DAVID HOFFMAN

W INTHROP T. HOVEY 

HUGH MALONE EX E C U T I V E  DIRECTOR:
PERRY T. DAVIS

MICHAEL 8. SALAZAR

A L A S K A  M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y

Mr. Dennis Burns
House Stare A f f a i r s  Committee
P.O. Box V
Juneau, Alaska 99801 

Dear Dennis:

Enclosed i s  a b r i e f  d e sc r ip t io n  from Eric Wohlforth 
on the b i l l  you are con s id er in g  regarding the Bond Bank,

The Board of  D irectors  authorized  the adoption 
of  t h i s  new l e g i s l a t i o n ,  but o f  course  r e ta in s  f u l l  
con tro l  and authority over any 3onds i s su ed  bv the Bond 
Bank.

March 3, 1988

S in cere ly

Perry T. Davis 
Executive Director

PTD/kdn
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Re: A l a s k a  M u n i c i p a l  B o n d  B a n k  P r o p o s e d  L e g i s l a t i o n
(Our F i l e  3 7 4 2 / 0 0 0 1 )

Y o u  h a v e  a s k e d  f o r  m y  c o m m e n t s  o n  P r o p o s e d  L e g i s l a
t i o n  to e x p a n d  the p u r p o s e s  o f  the B o n d  B a n k  to p u r c h a s e  a n y  
o b l i g a t i o n s  of  a m u n i c i p a l i t y  f o r  a g o v e r n m e n t a l  or  m u n i c i p a l  
p u r p o s e .  T h e  sa m e  p r o p o s e d  b i l l  al-c p r o v i d e s  t h a t  S t a t e  A i d  
p a y a b l e  t o  a m u n i c i p a l i t y  w h i c h  is in  d e f a u l t  o n  a n y  b o n d s  h e l d  
b y  t h e  B o n d  B a n k  b e  p a i d  d i r e c t l y  to t h e  B o n d  Bank.

T h e  l e g i s l a t i v e  c h a n g e s  p r o p o s e d  are i n  r e s p o n s e  to
t h e  s u g g e s t i o n  t h a t  t h e  p u r p o s e  o f  t h e  B o n d  B a n k  b e  b r o a d e n e d  
b e y o n d  g e n e r a l  o b l i g a t i o n  b o n d s  a n d  r e v e n u e  b o n d s  to i n c l u d e  
b o n d s  f o r  s p e c i a l  a s s e s s m e n t s  a n d  o t h e r  g o v e r n m e n t a l  p u r p o s e s .  
S p e c i a l  a s s e s s m e n t  b o n d  f i n a n c i n g  w h e r e  t h e  b o n d s  are p a i d  b y  
t h e  p r o p e r t y  b e n e f i t t e d  a r e  a c u s t o m a r y  v e h i c l e  f o r  r a i s i n g  
f u n d s  f o r  l i m i t e d  a r e a  p u r p o s e s  i n  o t h e r  states. It s e ems 
a p p r o p r i a t e  t h a t  t h e  B o n d  B a n k ' s  p u r p o s e s  b e  e x t e n d e d  to p e r m i t  
i t  to p u r c h a s e  s u c h  b o n d s  to a s s i s t  s m a l l  m u n i c i p a l  f i n a n c i n g s .  
S p e c i a l  a s s e s s m e n t  b o n d  i s s u e s  t e n d  to b e  s m a l l  i n  a m o u n t  a n d  
t h e  B o n d  B a n k  w o u l d  b e  an e f f i c i e n t  v e h i c l e  for p r o v i d i n g  
m a r k e t  a c c e s s  for s u c h  debt. O t h e r  k i n d s  of  f i n a n c i n g s  w o u l d  
b e  a v a i l a b l e  t h r o u g h  the B o n d  B a n k  s u c h  as m u n i c i p a l  t a x  i n c r e­
m e n t  a n d  e q u i p m e n t  l ease f i n a n c i n g .  B r o a d e n i n g  t h e  p u r p o s e s  o f  
t he B o n d  B a n k  to p e r m i t  all g o v e r n m e n t a l  or m u n i c i p a l  p u r p o s e  
f i n a n c i n g  w o u l d  a s s i s t  the 3 o n d  B a n k  in m e e t i n g  its l e g i s l a t i v e  
m a n d a t e  o f  p r o v i d i n g  a s s i s t a n c e  to A l a s k a  m u n i c i p a l i t i e s  to 
l o w e r  i n t e r e s t  r a t e s  and i m p r o v e  m a r k e t  access.

Mr. P e r r y  T. D a v i s  
E x e c u t i v e  D i r e c t o r  
M u n i c i p a l  B o n d  B a n k  A u t h o r i t y

D e a r  P e r r y

V e r v  t r u l v  v o u r s ^

E r i c  E. W o h l f o r t h

A 2 0 0 3 0 0
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BOARD M EM BERS: 
OAVID HOFFMAN

W1NTHROP T . HOVEY 
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EXECUTIVE DIRECTOR:
PERRY T. DAVISM ICHAEL B. SALAZAR

A L A S K A  M U N I C I P A L  B O N D  B A N K  A U T H O R I T Y

M a r c h  10, 1988

D e n n i s  J. B u r n s
H o u s e  S t a t e  A f f a i r s  C o m m i t t e e
P . O .  B o x  V
S t a t e  C a p i t o l

J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  Mr. B u r n s :

R e g a r d i n g  y o u r  q u e s t i o n  o n  e l e c t r i c a l  g e n e r a t i o n  p u r p o s e ,  
o t h e r  t h a t  d i e s e l - p o w e r e d  g e n e r a t i o n .  A s  I u n d e r s t a n d ,  
t h e  A l a s k a  P o w e r  A u t h o r i t y  d i d  n o t  w a n t  t h e  B o n d  B a n k  
c r o s s i n g  o v e r  i n t o  its a r e a  o f  o p e r a t i o n ,  t h e y  d i d  n o t  
m i n d  o u r  d o i n g  s m a l l  d i e s e l  g e n e r a t i o n  p r o j e c t s .

S i n c e r e l y

P e r r y  T. D a v i s  
E x e c u t i v e  D i r e c t o r



Revenue Bonds. Revenue bonds are 
bond3 payable from  money earned by 
charging the user3 of a particular 
fa c ility  or service. Examples o f 
fa c ilitie s  or services financed might 
include water or sewer service 
3y3tems, electrical utilitie s, or 
public buildings that may be sup­
ported from  leases or other income.

General O bligation Bonds. General 
obligation bonds are sometimes re­
ferred to as G.O. bonds. G.O. bonds 
are bonds issued by a local govern­
m ent w ith  assurance that they w ill 
be repaid by money received from 
local taxes. The bond is a general 
obligation o f the entire c ity. The 
fu ll fa ith  and credit o f 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 c ity  must employ the 
professional help of bond council (a 
bond attorney fam iliar 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 o f the bond bank

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 o f 
Alaskan cities. Because the bond 
bank is able to receive a bond rating 
better than most small m unicipal­
ities, it  can borrow money at a lower 
interest rate, then pass the savings 
on to Alaskan cities.

Bond 
Sales $

A LA S K A
CITIES AM BBA

L* Bond 
$ Sales $

N A TIO N A L
BOND

M A R K E T

Bond 
$ Repayment $



■

T h e  B o n d  B a n k

General Information

T h e  B on d B a n k  w a s  e s t a b l i s h e d  to a s s i s t  sm a l l  
A l a s k a  c o m m u n i t i e s  t h a t  w oul d  o t h e r w i s e  ha ve  
diff iculty f in anc in g  cap i ta l  improve ment  pro je c t s  
s u c h  a s  s c h o o l s ,  s e w e r  s y s t e m s  o r  publ ic  
bu i l d ings .

It w a s  c r e a t e d  b e c a u s e  sm a l l  c o m m u n i t i e s  a r e  
a t  a  d i s a d v a n t a g e  in t h e  f i nanc ia l  m a rk e ts .  They 
h a v e  low b o n d  r a t i n g s ;  few on  Wall S t r e e t  k no w  
any th in g  a b o u t  t he i r  f inancia l  condi t ion .  P e r h a p s  
th ey  ne ve r  b o r r o w e d  b e f o r e  a n d  h a v e  no  b o n d  
ra t ing .

T h e  Bo nd B a n k  i s a  pub l ic  c o r p o r a t i o n  c r e a t e d  
by S t a t e  law. It h a s  a  legal  e x i s t e n c e  i n d e p e n ­
d e n t  of  a n d  s e p a r a t e  f rom t h e  S t a t e  a n d  t h e  full 
fai th  a n d  c r e d i t  o f  t h e  S t a t e  is no t  p l e d g e d  to  
s e c u r e  b o n d s  i s s u e d  by t h e  B ond  Bank;  h o w ­
ever, th e  S t a t e  h a s  p l e d g e d  its mora l  ob l i g a t i o n  
to t h e  m a i n t e n a n c e  of  a  d e b t  se rv ic e  re se rv e  for 
t h e  ma jo r i t y  of  t h e  Bo nd B a n k ’s  b o n d s .

Operations

G e n e ra l l y  t h e  B a n k  s e l l s  its b o n d s  o n  the  
n a t i o n a l  b o n d  m a r k e t .  It u s e s  t h e  p r o c e e d s  of 
t h e  s a l e s  to  p u r c h a s e  t h e  b o n d s  of  A la s k a  
c i t i es .  T h e  B o n d  B an k  typ ica l ly  c o l l e c t s  severa l  
b o n d  i s s u e s  a n d  c o n s o l i d a t e s  t h e m  into a  
s i n g l e  i s s u e  w h i c h  it s e l l s  to  t h e  n a t io n a l  m a r ­
ket.  This  r e d u c e s  th e  c o s t s  o f  i s s u a n c e  a l l o cab le  
to  e a c h  c i ty  p a r t i c i p a t i n g  in t h e  b o n d  i ss ue .

B e c a u s e  th e  B a n k  h a s  rece iv ed  "A" ra t i n g s  f rom 
t h e  tw o m a j o r  b o n d  ra t ing  s e rv ic e s ,  it is a b l e  to 
bo r r ow  m o n e y  a t  lower  in t e r e s t  r a t e s  t h a n  m o s t  
of  A l a s k a ’s  c i t i e s .  This  low in t e r e s t  r a te  is 
p a s s e d  t h r o u g h  to th e  c i t i es .

As c i t i e s  p ay  a n n u a l  p r inc ipa l  a n d  s e m i a n n u a l  
in te re s t  to t h e  B a n k  to l iq u id a te  thei r  d e b t ,  t h e  
B ank u s e s  t h e s e  s a m e  pr inc ipa l  a n d  in te r e s t  
p a y m e n t s  to l iqu ida te  its d e b t  to its bon dh olde rs .

B o n d s  i s s u e d  by th e  B on d Ba nk  a re  o b l i g a t i o n s  
of  t h e  Autho r i t y  a n d  p a y a b l e  only from r e v e n u e s  
or  f u n d s  f rom t h e  Authori ty.

Organization

T h e  p o w e r s  of  t h e  B an k  a re  v e s t e d  in t h e  Di rec ­
tors.  T h e  m e m b e r s h i p  of th e  B ank c o n s i s t s  of  
five Di rec tors :  th r ee  a p p o i n t e d  by t h e  Governor ,  
t h e  C o m m i s s i o n e r  of  R e v e n u e  a n d  t h e  C o m m i s ­
s i o n e r  of  C o m m u n i t y  a n d  R egi ona l  Affairs.  T h e  
th r e e  a p p o i n t e e s  s e r v e  four -year  t e r m s  a n d  
m u s t  b e  q ua l i f ie d  vo t ing  r e s i d e n t s  of  th e  S t a t e .

T h e  D irec to rs  e le c t  o n e  of the ir  m e m b e r s  a s  
c h a i r m a n  a n d  a l s o  e l e c t  a  s e c r e t a r y  a n d  
t r e a s u r e r  w h o  n e e d  n o t  be  Di rec tors .  Act ion  
m a y  b e  t a k e n  a n d  m o t i o n s  a n d  r e s o l u t i o n s  
a d o p t e d  by t h e  B ank  a t  any  m e e t i n g  by t h e  
a f f i rm at ive  vo t e  of a t  l e a s t  th r e e  Di rec tors 
e x c e p t  t h a t  n o  d e c i s i o n  to ap p r o v e  a n  a p p l i c a ­
t ion for  a  l oan  sha l l  b e  m a d e  u n l e s s  a t  l e a s t  tw o  
of t h e  t h r e e  publ ic  m e m b e r s  vo t e  to approve .

T h e  B oa rd  of  Di rec tors  o p e r a t e s  in a c c o r d a n c e  
wi th  t h e  B o n d  B ank Act (AS 44.85), its p u b l i s h e d  
r e g u l a t i o n s  a n d  its by-laws.

T h e  D ir ec to rs  a p p o i n t  an  Exe cut ive  Direc tor  to 
m a n a g e  th e  b u s i n e s s  of  t h e  Bank.

The Board of Directors

T h e  B a n k ’s  m e m b e r s h i p  is a s  fol lows:

G l e n d a  R h o d e s — C h a i r m a n ,  Term e x p i r e s  
J u ly  15,1989.  Ms. R h o d e s  is a  long - t ime  res i ­
d e n t  of  A la sk a ,  a  CPA a n d  M a n a g i n g  P a r t n e r  
of  Laventhol  & H or w a th .  S h e  is p a s t  p r e s i ­
d e n t  of  t h e  A l a s k a  S o c i e t y  of CPAs a n d  
s e r v e d  t w o  t e r m s  a s  A la ska ' s  e l e c t e d  
m e m b e r  of  t h e  Go ve rn in g  Co un ci l  of  t he  
A m e r i c a n  In s t i tu te  of  CPAs.

W in th r o p  T. Hovey—Vice C h a i r m a n ,  Term 
e x p i r e s  J u l y  15.1990.  Mr. Hovey is cu r r en t l y  
V ic e -C h a i r m a n  of C a r r -G o t t s te in  P ro p e r t ie s .  
Inc. a n d  Chie f  F in anc i a l  Of f icer  o f  Carr- 
G o t t s t e i n  Co., Inc. He  h a s  r e s i d e d  in A l a s k a  
s i n c e  1974. Prior to arr iving in A la sk a .  Mr. 
Hovey w a s  em plo yed  with Benef icial  S t a n d a r d  
C o r p o r a t i o n  in Los A n g e l e s  for 25  ye ar s .

M ich ae l  B. S a l a z a r —Term e xpi red  Ju ly  15. 
1987, however ,  h e  c o n t i n u e s  to s e rv e  unti l  he  
is r e a p p o i n t e d  or  r e p l a c e d  by t h e  Governor .  
Mr. S a l a z a r  is  a l i fe t ime r e s i d e n t  l , A la sk a ,
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a n  o w n e r  of  b u s i n e s s e s  in Ketch ik an ,  an d  
h a s  se rv e d  o n  seve ra l  b o a r d s  a n d  c o m m i s ­
s i ons .  inc lu d in g  P r e s i d e n t  of t h e  Ketch ikan  
C h a m b e r  of C o m m e r c e .

H u g h  M a l o n e — C o m m i s s i o n e r  of  Revenue ,  
ex-officio Director.  Mr. M a l o n e  w a s  a p p o i n t e d  
C o m m i s s i o n e r  on  D e c e m b e r  1,1986.  He  
prev ious ly  h a s  b e e n  t h e  V ic e- C h ai rm an  cf  
th e  A la s k a  P e r m a n e n t  F u n d  C o rpo ra t i on ,  th e  
S p e a k e r o f  t h e  H o u s e  a n d  C h a i r m a n  of the  
F i n a n c e  C o m m i t t e e  in t h e  A l a s k a  S t a t e  
H o u s e  of  R e p r e s e n t a t i v e s .  He  h a s  b e e n  a 
r e s i d e n t  of  t h e  S t a t e  s i n c e  1958.

David G. H o f f m a n — C o m m i s s i o n e r  of  C o m ­
m u n i ty  a n d  R e g io n a l  Affairs,  ex-officio Di rec­
tor. Mr. H o f f m a n  h a s  w o r k e d  a s  a  m a n a g e r  
a n d  e c o n o m i c  a n a l y s t  for  rural  o r g a n i z a t i o n s  
a n d  b u s i n e s s e s  t h r o u g h o u t  A la s k a  a n d  Arctic 
C a n a a a  s i n c e  1973. He  w o r k e d  a s  a n  A d m in ­
i s t ra t ive  A s s i s t a n t  to  t h e  Le g is l a tu re  in 1978 
a n d  1979. He  w a s  c o - f o u n d e r  a n d  first  E x e c u ­
tive Di rec tor  of  th e  Ber ing  S e a  F i s h e r m e n ' s  
A s s o c i a t i o n .  F rom  1983 th r o u g h  1986 h e  w a s  
c o - o w n e r  of  the  m a n a g e m e n t  c o n s u l t i n g  firm 
D&D A s s o c i a t e s  Inc.

M a n a g e m e n t

The  Ba nk h a s  o n e  e m p l o y e e :  i ts  Execut ive  
Director.

Perry T. D a v is — Execut i ve  Director .  Mr. Davis 
was  aDpoin ted  by the  Directors  e f fec t ive  J a n u a r y  
•3.1983 a n d  s i n c e  th a t  d a t e  a l s o  s e r v e d  a s  s e c r e ­
tary a n d  t r e a s u r e r  of  t h e  Bank.  Pr ior  to h i s  
a p p o i n t m e n t  h e  w a s  a n  I n v e s t m e n t  C o n s u l t a n t .  
He h o i d s  r. b a c h e l o r ' s  d e g r e e  in a c c o u n t i n g  a n d  
; rom 1962-1973 w a s  with P a l o m a r  F in a n c ia l  a s  
Executive  F in an c ia l  V ic e -P re s id en t .

R a th e r  th a n  e m p l o y  s ta ff ,  t h e  Ba nk  c o n t r a c t s  in 
m e  pr iva te  s e c t o r  for a  w i d e  r a n g e  of p rofes -  
' .lonai . e rv ioes .  The E x ecu t iv e  Di rec tor  c o o r d i ­
n a t e s  the ac t iv i t i e s  of  t h e s e  p r o f e s s i o n a l s  to 
• iniuoe c o n d  c o u n s e l ,  f i nanc ia l  adv is o rs ,  
s e e r . v o te rs ,  a c c o u n t a n t s ,  a ud i to r s ,  fund  

t r u s t e e s  a n d  c ler ica l  s u p p o r t .

As a  m a t t e r  of policy,  b o n d  s a l e  p r o c e e d s  a n d  
m un ic ip a l  d e b t  s e r v i c e  p a y m e n t s  flow di rec t ly 
b e t w e e n  o a n k i n g  i n s t i tu t io n s .  No funds ,  o t h e r  
m a n  t h e  sm a l l  o p e r a t i n g  a c c o u n t ,  a r e  phy s i ­
cal ly h a n d l e d  by B an k  p e r s o n n e l .

B o n d s  a r e  s o l d  by e i t h e r  c o m p e t i t i v e  bid or  
n e g o t i a t e d  s a l e  d e p e n d i n g  o n  m a rk e t  c o n d i ­
t io n s  a n d  the  o b j e c t i v e s  of  t h e  sa le .

The  B ond  B a n k  c o n t r a c t s  wi th o u t s i d e  p r o f e s ­
s i o n a l s  to provide  va r io us  f u nc t io ns  of  expert ise .

F i n a n c i a l  A d v i s o r

•Shearson  L e h m a n  B r o th e r s  Inc.
F o s t e r  & M arsh a l l  Division

Pr ov id es  loa n  a n a l y s i s  se rv ice ,  inc lud in g  
r e c o m m e n d a t i o n s  a s  to a d e q u a c y  of loan  ap p l i ­
ca t ions .  c o n s id e r in g  credi t  w or th in es s ,  p ro jected  
capabi l i t y  to repay,  a n d  overall  e f fec t  a  p ro p o s e d  
ican  will h a v e  o n  th e  c r ed i t  of  the  Bo nd Bank.  
A s s i s t s  in p r e p a r a t i o n  of t h e  Official  S t a t e ­
m e n t s ,  r e c o m m e n d a t i o n s  a s  to type  a n d  t iming  
of  b o n d  s a l e s ,  n e g o t i a t i o n s  wi th  u n d e rw r i t e rs  
a nd  a s s i s t a n c e  with in v e s t m e n t  of various  funds .

B o n d  C o u n s e l

Wohlfor th .  Flint  & Gr u e n in g

° r o v i d e s  for t h e  p r e p a r a t i o n  of  p r o c e e d i n g s  for 
the  a u th o r iz a t i o n ,  sa le ,  i s s u a n c e  a n d  de livery of 
Bond Ba nk  b o n d s .  P r e p a r e s  s e r i e s  r e so lu t ions ,  
n o t i c e  of  sa le,  a s s i s t s  in p r e p a r a t i o n  of  the  
Official  S t a t e m e n t ,  r e n d e r s  n e c e s s a r y  o p i n i o n s  
a s  requi red ,  a n d  p ro v id e s  o t h e r  g e n e r a l  legal  
s e r v i c e s  r equ i re d  by th e  Bo nd  Bank.

T r u s t e e / P a y i n g  A g e n t

R a in ie r  N a t i o n a l  Ba nk

Acts  a s  c u s t o d i a n  of th e  b o n d  p r o c e e d s  a nd  
s u p e r v i s e s  their  i n v e s tm e n t  u s e s  for th e  p u r p o s e  
s c e c i f i e d  in the  b o n d  re s o l u t i o n s .  The t r u s t e e  
s v e r s e e s  Debt  S e rv ic e  R e s e r v e  F u n d s  a n d  
m a i n t e n a n c e  of  c e r ta in  c o v e r a q e  ra t i o s  
m c u i r e d  in the  c o n t r a c t  with th e  b o n d h o ld e r s .
As c a v in g  a g e n t ,  m a k e s  all n e c e s s a r y  in te re s t  
and  o rm c io a l  p a y m e n t s  to t he  b o n d h o l d e r s .
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A t  t h i s  t im e ,  we a re  u n a b le  t o  d e te rm in e  th e  e x t e n t  o f  p a r t i c i p a t i o n  

by c o m m u n it ie s  i n  t h i s  new a u t h o r i t y .  The Board o f  D i r e c t o r s  o f  th e  Bond 

Bank has n o t  app roved  is s u a n c e  o f  any bonds u n d e r  th e s e  g u i d e l i n e s .  A t  

th e  t im e  t n a t  th e  Board  re v ie w s  is s u a n c e  o f  bonds , i t  w i l l  i n c l u d e  c o s t s  

r e l a t e d  to  th e  is s u a n c e  o f  bonds u n d e r  th e s e  new d e f i n i t i o n s .

In  th e  e v e n t  t h a t  bonds a re  is s u e d  u n d e r  t h i s  a u t h o r i t y ,  such c o s t s  

w ou ld  be p a id  by p rog ram  r e c e i p t s .
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T O :  R e p .  H e n r y  S p r i n g e r ,  C h a i r m a n  H C R A

F R O M :  D a v i d  C. H a r r i s o n ,  P . A . ,  H C R A  /

S u b j e c t :  H B  5 3 8  " A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  M u n i c i p a l  
B o n d  B a n k  A u t h o r i t y ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e .

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

R e v i e w  o n  H 3  5 3 8  

C O M M E N T S :

S e c t i o n  1. A S  4 4 . 8 5 . 1 7 0 ( b )  as a m e n d e d  p r o v i d e s  s t a t e  a i d  
t o  a m u n i c i p a l i t y  w h i c h  is i n  d e f a u l t  o n  a n y  b o n d s  h e l d  b y  
t h e  b o n d  b a n k  s h a l l  b e  p a i d  d i r e c t l y  to t h e  b o n d  b a n k .  T h e  
d e l e t i o n  o f  t h e  f o l l o w i n g  [ G E N E R A L  O B L I G A T I O N ]  & [OF T H E  
M U N I C I P A L I T Y ]  c l e a r s  t h e  w a y  f o r  a m e n d m e n t  i n  Se c .  2. A S  

4 4 . 8 5 . 4 1 0 ( 3 )  l i n e s  10, 11, p a g e  2, a l l o w i n g  t h e  A l a s k a  B o n d  
B a n k  to p u r c h a s e  a n  o b l i g a t i o n  o f  a m u n i c i p a l i t y  s e r v e d  b y  a 

s p e c i a l  a s s e s s m e n t  o r  l e a s e .

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

o p p o r t u n i t i e s  f o r  the A l a s k a  M u n i c i p a l  B o n d  B a n k  A u t h o r i t y  
t o  p r o v i d e  s e r v i c e s  to m u n i c i p a l i t i e s  w i t h i n  A l a s k a .

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

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

Sec. E f f e c t i v e  d a t e  i n d i c a t e d  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .





FILE CONTENTS Dt R e fe r re d

DESCRIPTION
Subject

D i s t r i b u t e d ,  a l l  f i l e s L t r )  = M a s te r ,  B ackup, N ext Com. F i l e



T ry y .rT T r f^y ^y r .r-  - y - r*m F  * ,)«•.•—> - • -

R F P N

B I L L  P R E P A R A T I O N / A C T I O N *

Bi l l  # t f &  S 3 9  D a t e  R e f e r r e d :  z / t ' / e  Out:

Title: ; , C 3 4 c t , - n < ^ > £ c - t - r )  /•/ _____________________

Spo n s o r :    r e f e r r a l s :  v ̂  r   ̂ 3

C O N T A C T S :

Nan.e

y  F ' f ' y  t-‘ P ____ •’/ y t

\ i \ I i

* * * * * * * * * * * * *

CS:

rC / X a a Z^L<,

•-1 ' ^ L v ^  h . v i t L L a ^ t o - J

pHONt- 3 7 : 7 7  

: 3 - f :

•i A W A Y

^ i ? 3  'MF. 3 ’3 L % ' ?

:med

■■ -.' a■,' a ,.
I O U R  c a l l

r l.EAEt CALL

'- 'G N tD

iu St:' Yu li

‘.VAC lb 
r J SEE YO U

:*

_
• • w». i

M EETINGS:********
'' ' A  • -

D a t e _____________ Act

   * , ,
u  t h ' C ' i ?

> / >  /  '/ Y y ' .: , /■

' V  / K

M  /  9 q  \a&
- v # 2

* S e e  o t h e r  s i d  C O N T A C . T X T



1.

2.

No.

F i l e  C o n t e n t s  

H B  539 - A s s u m p t i o n  o f  E d u c a t i o n  P o w e r s

D e s c r i p t i o n

B i l l  - H B  539

B i l l  R e v i e w  - H a r r i s o n

H B 5 3 9 .F IL
3/29/88



T H I S  D O C U M E N T  
H A S  B E E N  R E P H O T O G R A P H E D  

T O  A S S U R E  L E G I B I L I T Y



1.

2.

N o.

F i l e  C o n t e n t s  

H B  539 - A s s u m p t i o n  o f  E d u c a t i o n  P o w e r s

D e s c r i p t i o n

B i l l  - H B  539

B i l l  R e v i e w  - H a r r i s o n

H B 5 3 9 .F IL
3/29/88



-■Vs VI

House o f Representatives
C o m m i t t e e  o n  

C o m m u n i t y  &  R e g i o n a l  A J ' f a i r s

Alaska ^tate legislature
( I D  s

Pouch V 
Stale Capitol 

Juneau, Alaska 99811 
(907) 465-4833

M a r c h  24, 19 8 8

TO:

FROM:

Rep. H e n r y  S p r i n g e r ,  C h a i r m a n  H C R A  

D a v i d  C. H a r r i s o n ,  P. A., H C R A

S u b j e c t :  H B  539 "An A c t  r e l a t i n g  to t h e  a s s u m p t i o n  of
e d u c a t i o n  p o w e r s  b y  a n e w l y  i n c o r p o r a t e d  
b o r o u g h .11

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  

B I L L  R E V I E W :

S e c t i o n  A S  2 9 . 0 5 . 1 4 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  
to read:

(e) B e f o r e  the a s s u m p t i o n  o f  e d u c a t i o n  p o w e r s  the 
s c h o o l  b o a r d  o f  the s c h o o l  d i s t r i c t  o f  a n e w l y  i n c o r p o r a t e d  
b o r o u g h  s h a l l  a d o p t  a p l a n  p r o v i d i n g  for the m e r g e r  of
s c h o o l  d i s t r i c t s  e x i s t i n g  w i t h i n  the a r e a  o f  the n e w  
b o r o u g h ,  t o g e t h e r  w i t h  a t i m e t a b l e  for the t r a n s i t i o n .

C O M M E N T S :  Re: l i n e s  11 to 15. T h e  q u e s t i o n  o f  a s c h o o l
b o a r d  a d o p t i n g  a p l a n  o f  m e r g e r  b e f o r e  the a s s u m p t i o n  o f  its
e d u c a t i o n  p o w e r s  is r a i s e d ?

P r o v i s i o n s  o f  A S  2 9 . 0 5 . 1 4 0  r e g a r d i n g  t r a n s i t i o n ,  s t a t e s  t h a t  
p o w e r s  a n d  d u t i e s  e x e r c i s e d  b y  c i t i e s  a n d  s e r v i c e  a r e a s  a r e  
s u c c e e d e d  to b y  a n e w l y  i n c o r p o r a t e d  m u n i c i p a l i t y  c o n t i n u e  
to b e  e x e r c i s e d  b y  c i t i e s  a n d  s e r v i c e  a r e a s  u n t i l  the n e w  
m u n i c i p a l i t y  a s s u m e s  the p o w e r s  a n d  f u n c t i o n s ,  w h i c h  m a y  n o t  
e x c e e d  two y e a r s  a f t e r  the d a t e  o f  i n c o r p o r a t i o n .  
O r d i n a n c e s ,  r u l e s ,  r e s o l u t i o n s ,  p r o c e d u r e s ,  a n d  o r d e r s  in 
e f f e c t  b e f o r e  the t r a n s f e r  r e m a i n  in e f f e c t  u n t i l  s u p e r s e d e d  
b y  the a c t i o n  o f  the n e w  m u n i c i p a l i t y .

C O M M E N T S  Re: l ines 15 to 17. (e) T h e  p l a n  m a y  b e  a d o p t e d
o n l y  a f t e r  c o n s u l t i n g  w i t h  the s c h o o l  b o a r d  o f  e a c h  d i s t r i c t  
t h a t  w i l l  b e  m e r g e d  in t o  the n e w  b o r o u g h  s c h o o l  d i s t r i c t .

A g a i n ,  m a y  a b o r o u g h  s c h o o l  b o a r d  e x e r c i s e  a n y  p o w e r  or 
a u t h o r i t y  b e f o r e  a s s u m p t i o n  o f  its e d u c a t i o n  p o w e r s ?  In 
A S  2 9 . 0 5 . 1 4 0 ( b )  B e f o r e  the a s s u m p t i o n ,  the n e w  m u n i c i p a l i t y  
s h a l l  g i v e  w r i t t e n  n o t i c e  o f  its a s s u m p t i o n  o f  r i g h t s ,  
p o w e r s ,  d u t i e s ,  a s s ets, a n d  l i a b i l i t i e s  u n d e r  t h i s  s e c t i o n  
a n d  A S  2 9 . 0 5 . 1 3 0  to the c i t y  or s e r v i c e  a r e a  c o n c e r n e d .
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M u n i c i p a l  o f f i c i a l s  s h a l l  c o n s u l t  w i t h  the o f f i c i a l s  of  the 
c i t y  or s e r v i c e  a r e a  c o n c e r n e d  a n d  a r r a n g e  an o r d e r l y  
transfer.

C O M M E N T S  Re: l i nes 17 to 20 (e) T h e  p l a n  m u s t  i d e n t i f y  all 
c h a n g e s  in c u r r i c u l u m  a n d  g r a d u a t i o n  a n d  t e a c h e r  t r a i n i n g  
r e q u i r e m e n t s  e x p e c t e d  to be  m a d e  b y  the n e w  b o r o u g h  s c h o o l  
d i s t r i c t  u p o n  a s s u m p t i o n  o f  the e d u c a t i o n  power.

It takes y e a r s  to d e v e l o p  c u r r i c u l u m  f o r  a s c h o o l  d i s t r i c t  
as w e l l  as p r o v i d i n g  f o r  g r a d u a t i o n  r e q u i r e m e n t s .  T e a c h e r  
t r a i n i n g  r e q u i r e m e n t s  s h o u l d  be  p r o v i d e d  b a s e d  u p o n  an 
a s s e s s m e n t  o f  i n s t r u c t i o n a l  n e e d s  p e r  c u r r e n t  laws. It is 
n o t  p o s s i b l e  for a s c h o o l  b o a r d  to a c t  u p o n  s u c h  things 
u n t i l  it h a s  a s s u m e d  e d u c a t i o n  p o w e r s .  It w o u l d  b e  p r u d e n t  
for a s c h o o l  b o a r d  to p r o c e e d  in t h e s e  a r e a s  as it g a i n s  
w i s d o m  a n d  e x p e r i e n c e  in d e a l i n g  w i t h  s c h o o l  m a t t e r s .

C O M M E N T S  Re: l i n e s  20 to 22 (e) A l l  f u nds o f  a f o r m e r
s c h o o l  d i s t r i c t  s h a l l  b e  r e t a i n e d  for u s e  in the a r e a  of 
that d i s t r i c t  for one y e a r  a f t e r  the n e w  b o r o u g h  a s s u m e s  the 
e d u c a t i o n  power.

U n d e r  A S  1 4 . 1 7 . 2 1 0  r e q u i r e s  s t a t e  a i d  to n e w l y  e s t a b l i s h e d  
d i s t r i c t  s c h o o l s  b e  g i v e n  u n t i l  the e x p i r a t i o n  of  a c o m p l e t e  
f i s c a l  y e a r  a f t e r  the d a t e  on  w h i c h  the s c h o o l  b e c o m e s  a 
c i t y  or b o r o u g h  s c h o o l  d i s t r i c t .  A n  u n i n t e r r u p t e d  f u n d i n g  
is a s s u r e d  d u r i n g  the t r a n s i t i o n  period.

A d d i t i o n a l  g e n e r a l  i n f o r m a t i o n  o n  s t a t u t e s  r e g a r d i n g  
e d u c a t i o n  are listed.

A S  1 4 . 1 4 . 0 7 0  p r o v i d e s  w i t h i n  s e v e n  days a f t e r  c e r t i f i c a t i o n  
o f  the r e s u l t s  o f  e a c h  r e g u l a r  s c h o o l  e l e c t i o n ,  the s c h o o l  
b o a r d  s h a l l  m e e t  a n d  e l e c t  one o f  its m e m b e r s  as p r e s i d e n t ,  
one as clerk, and, if n e c e s s a r y ,  one as t r e a s u r e r .

S e c t i o n  o f  c u r r e n t  law A S  1 4 . 1 4 . 0 9 0  i n d i c a t e  o t h e r  d u t i e s  a 
s c h o o l  b o a r d  s h a l l  p r o v i d e  - for c o n v e n i e n c e ,  two are l i s t e d  
h e r e - - (2) p r o v i d e  a n  e d u c a t i o n a l  p r o g r a m  for e a c h  s c h o o l  age 
c h i l d  w h o  is a r e s i d e n t  of the d i s t r i c t  a n d  (7) e s t a b l i s h  
p r o c e d u r e s  f o r  the r e v i e w  a n d  s e l e c t i o n  o f  all t e x t b o o k s  and 
i n s t r u c t i o n a l  m a t e r i a l s  b e f o r e  t h e y  ..re i n t r o d u c e d  into the 
s c h o o l  c u r r i c u l u m .

A S  1 4 . 1 4 . 1 0 0  p e r t a i n s  to b y l a w s  a n d  a d m i n i s t r a t i v e  r u l e s  
r e q u i r e d  to b e  in  w r i t i n g  a n d  f o r m a l l y  a d o p t e d  at r e g u l a r  
s c h o o l  b o a r d  m e e t i n g s .

A S  1 4 . 1 2 . 0 3 5  p r o v i d e s  th a t  a b o r o u g h  s c h o o l  d i s t r i c t  b o a r d  
m a y  e s t a b l i s h  a d v i s o r y  s c h o o l  b o a r d s ,  a n d  b y  r e g u l a t i o n  
s h a l l  p r e s c r i b e  t h e i r  m a n n e r  of  s e l e c t i o n ,  o r g a n i s a t i o n ,  
p o w e r s , a n d  d u t i e s .



A S  1 4 . 1 2 . 0 1 0 ( 2 ) ,  e a c h  o r g a n i s e d  b o r o u g h  is a b o r o u g h  s c h o o l  
d i s t r i c t ."

A S  1 4 . 1 2 . 0 2 0 ( b ) ,  e a c h  b o r o u g h  or c i t y  s c h o o l  d i s t r i c t  s h a l l  
be o p e r a t e d  o n  a d i s t r i c t - w i d e  b a s i s  u n d e r  the m a n a g e m e n t  
a n d  c o n t r o l  of a s c h o o l  board.

U n d e r  m u n i c i p a l  l a w  Sec. 2 9 . 3 5 . 1 6 0 ,  e a c h  b o r o u g h  c o n s t i t u t e s  
a b o r o u g h  s c h o o l  d i s t r i c t  a n d  e s t a b l i s h e s ,  m a i n t a i n s ,  a n d  
o p e r a t e s  a s y s t e m  o f  p u b l i c  s c h o o l s  on a n  a r e a w i d e  b a s i s ;  
a n d  as p r o v i d e d  in A S  14. 1 4 . 0 6 0 ,  w h i c h  p r o v i d e s  c e r t a i n  
r e l a t i o n - s h i p s  b e t w e e n  the b o r o u g h  s c h o o l  d i s t r i c t  a n d  the 
b o r o u g h .

S e c t i o n  1 4 . 1 4 . 1 0 0  p e r t a i n s  to b y l a w s  and a d m i n i s t r a t i v e  
r u l e s  r e q u i r e d  to be in w r i t i n g  a n d  f o r m a l l y  a d o p t e d  at 
r e g u l a r  s c h o o l  b o a r d  m e e t i n g s .

S e c t i o n  1 4 . 1 4 . 1 1 0  r e l a t e s  to c o o p e r a t i o n  w i t h  othex* 
d i s t r i c t s  w h e n  n e c e s s a r y  to p r o v i d e  m o r e  e f f i c i e n t  o r  m o r e  
e c o n o m i c a l  e d u c a t i o n a l  servi c e s ,  a d i s t r i c t  m a y  c o o p e r a t e  or 
the d e p a r t m e n t  m a y  r e q u i r e  a d i s t r i c t  to c o o p e r a t e  w i t h  
o t h e r  d i s t r i c t s ,  etc.

A S  1 4 . 1 2 . 0 3 5  A  b o r o u g h  s c h o o l  d i s t r i c t  b o a r d  m a y  e s t a b l i s h  
a d v i s o r y  s c h o o l  b o a r d s ,  a n d  b y  r e g u l a t i o n  s h a l l  p r e s c r i b e  
t h e i r  m a n n e r  o f  s e l e c t i o n ,  o r g a n i z a t i o n ,  p o w e r s  a n d  duties.





W O R K E R  A D J U S T M E N T  A N D  R E T RAINING 
NOTIFICATION A C T

For a Related Legislative Report, see Conference Report
(H.Rept. 100-576, title VI, subtitle E) fo r  P.L. 100-___ , the
Omnibus Trade and Competitiveness Act o f 19S8, in the Octo­
ber U.S.C.C. & A.N. pamphlet (No. 7) Legislative History 
Section.

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

Be it enacted by the Senate and House o f Representatives o f  th< 
United States o f America in Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) S h o rt T it le .—This Act may be cited as the “Worker Adjust 
ment and Retraining Notification Act".

(b) Tab le  o f Contents.—The table of contents is as follows 
Sec. 1. Short title.
Sec. 2. Definitions; exclusions from definition of loss of employment 
Sec. 3. Notice required before plant closings and mass layoffs.
Sec. 4. Exemptions.
Sec. 5. Administration and enforcement of requirements.
Sec. 6. Procedures in addition to other rights of employees.
Sec. 7, Procedures encouraged where not required.
Sec. 8. Authority to prescribe regulations.
Sec. 9. Effect on other laws.
Sec. 10. Report on employment and international competitiveness.
Sec. 11. Effective date.
SEC. 2. DEFINITIONS; EXCLUSIONS FROM DEFINITION OF LOSS OF 

EMPLOYMENT.

(a) D efin ition s.—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 a t the single site of 

employment during any 30-day period for—
(iXI) a t least 33 percent of the employees (excluding 

any part-time employees); and 
(II) a t least 50 employees (excluding any part-time 

employees); or 
(ii) a t 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);

P U B L I C  L A W  100-379 [S. 25271: August 4.1988
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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) E x c l u s io n s  F ro m  D e f in it io n  o f  E m p l o y m e n t  Lo s s .— (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) N o t ic e  t o  E m p l o y e e s , S t a t e  D islo c a ted  W o r k e r  U n it s , a n d  
Lo c a l  G o v e r n m e n t s .— 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 of such an order—

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

(2) to the State dislocated worker unit (designated or created 
under title III 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.

102 STAT. 891
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(b) R e d u c t io n  o f  N o t if ic a t io n  P er io d .—(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 a t that time shall give a brief statement 
of the basis for reducing the notification period.

(c) E x t e n s io n  o f  L a y o f f  P e r io d .— A layoff of more than 6 months 
which, a t 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 a t 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) D e t e r m in a t io n s  W it h  R e sp e c t  to  E m p l o y m e n t  Loss.—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 tha t minimum number, and 
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
standing 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.

(а) C iv il  A c t io n s  A g a in s t  E m p l o y e r s .— (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 a t a rate of compensa­
tion not less than the higher of—

(i) the average regular ra te  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 (I) 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

(б) 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) E x c l u s iv it y  o f  R e m e d ie s .—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 IOT 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.

(a) The Secretary of Labor shall prescribe such regulations as may 
be necessaiy to carry out this Act. Such regulations shall, a t 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 w ithout P residential signature August 4, 1988.]
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By T O M  R A U M
t h e  a s s o c i a t e d  p r e s s  v '  " "  • closings arid layoffs" and shorn of proposed restrictions on ' do,” Reagan said. : • ■

W A S HINGTON - President R'.agan today vetoed a the export of Alaskan oil. ;■•••. The president said he *
major...............
gress

message formally notifying the House and the Senate the most recent o p p o s i t i o n . • , our economic growth,” Reagan said
that he was rejecting the 1,000-page measure.  ̂ "It is with sincere regret that today I must disapprovp ' • The president also contended that the bill would “push

The leader of House Democrats predicted his chain- and return ... the Omnibus Trade and Competitiveness us in the direction of protectionism. • -
ber would vote to override the veto, but his Senate coun- Act of 1988,’? Reagan’s message said. , - "Closing our borders is not the solution to opening for-
terpart said such action there appeared doubtful. • • : In his message, Reagan argued that companies'need eign markets,” he said. ; ■y >

Reagan’s veto, announced by his spokesman, turned: flexibility in announcing layoffs or closings in order to Reagan’s veto of the 1.000-page bill appeared likely to 
in part on a provision requiring that workers be given no- survive.times of economic stress. • •'' ■ be sustained in the Senate, although perhaps by a narrow
tice of planned plant closings. - “I 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 layoff or port, was expected to take up the veto immediately after

.*•> : - f* •- -tt *
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receiving it today. .
Speaker Jim Wright, meeting with reporters at the 

. White House before the president signed his veto mes- 5 sage, predicted the chamber will override the president.
“We think this bill ought to be passed.If, in the fi- 

v nal analysis, we cannot muster the votes iii the Senate, 
we will pass the strongest, most effective trade bill that 
you can, but that will take time,” the Texas Democrat 
said., "

Senate Majority Leader Robert Byrd, D-W.V., ac­
knowledged that "the probabilities are” the president’s 
veto will be sustained in the Senate. ....

But he warned that it will be “extremely difficult” for 
a new bill to wend its way through the chamber’s com­
plex procedures before its scheduled Oct. 8 adjournment.
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B Y  T H E  L A B O R  A N D
IN T H E  H O U S E  C O M M E R C E  C O M M I T T E E

H O U S E  B I L L  NO.

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

F I F T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to n o t i f i c a t i o n  o f  e m p l o y e e s  w h e n  an

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

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

c e r t a i n  a c t i v i t i e s  to a p r i v a t e  e n t i t y . "

BE IT E N A C T E D  BY  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:,

* S e c t i o n  1. L E G I S L A T I V E  F I N D I N G S .  (a) T h e  l e g i s l a t u r e  f i n d s  that

e m p l o y m e n t  is v i t a l l y  i m p o r t a n t  to a n  i n d i v i d u a l ' s  e c o n o m i c  w e l l - b e i n g  and 

s e l f - r e s p e c t .  E m p l o y e e s  i n v e s t  t h e i r  s k i l l s  a n d  e f f o r t s  in t h e i r  e m p l o y­

er's a c t i v i t y  a n d  h a v e  a v i t a l  s t a k e  in the e m p l o y e r ' s  c o n t i n u e d  o p e r a t i o n  

a n d  t h e i r  c o n t i n u e d  e m p l o y m e n t .  W h e n  t h e i r  e m p l o y m e n t  is t e r m i n a t e d  due to 

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

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

l o s s e s .

(b) The 1 ;gislature f u r t h e r  f i n d s  that w h e n  an e m p l o y e r  c l o s e s  or

r e l o c a t e s ,  p a r t i c u l a r l y  if the e m p l o y e r  e m p l o y s  a l a r g e  n u m b e r  of e m p l o y e e s  

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

sible, for the f o r m e r  e m p l o y e e s  to f i n d  c o m p a r a b l e  e m p l o y m e n t  w i t h  a n o t h e r  

e m p l o y e r .  W h e n  an e m p l o y e r  c l o s e s  or r e l o c a t e s  or w h e n  e m p l o y e e s  are 

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

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

t h e i r  m a n y  y e a r s  o f  service. E m p l o y m e n t  o f f e r i n g  c o m p a r a b l e  w a g e s  and 

b e n e f i t s  is u n a v a i l a b l e  to many, a n d  s o m e  o l d e r  e m p l o y e e s  w i l l  be  u n a b l e  to 

find a l t e r n a t i v e  e m p l o y m e n t .

(c) The l e g i s l a t u r e  d e t e r m i n e s  that e m p l o y e r s  s h o u l d  be r e q u i r e d  to

-1-
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1j n o t i f y  t h e i r  e m p l o y e e s  of a n t i c i p a t e d  s u b s t a n t i a l  c h a n g e s  in b u s i n e s s  

a c t i v i t y  so t h a t  the e m p l o y e e s  can p r e p a r e  for the future.

* Sec. 2. A S  23.10 is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

A R T I C L E  7. E M P L O Y M E N T  C L O S U R E ,  R E L O C A T I O N ,  OR  T R A N S F E R .

Sec. 2 3 . 1 0 . 4 5 0 .  R I G H T  TO  N O T I C E .  (a) E x c e p t  as p r o v i d e d  in (b) 

of this section, a n  e m p l o y e r  w h o  e x p e c t s  to m a k e  a s u b s t a n t i a l  c h a n g e  

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

a n t i c i p a t e d  c h a n g e  at l east 60 days b e f o r e  the d a t e  of  c h a nge. An  

e m p l o y e r  w h o  fails to g i v e  t i m e l y  n o t i c e  is l i a b l e  to an e m p l o y e e  for 

s e v e r a n c e  p a y  in the a m o u n t  o f  one m o n t h ' s  pay. 

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

s e c t i o n  to an e m p l o y e e  if

(1) the e m p l o y e e  is c o v e r e d  b y  an e x p r e s s  c o n t r a c t  p r o v i d­

ing f o r  s e v e r a n c e  p a y  in an a m o u n t  e q u a l  to or g r e a t e r  th a n  that 

r e q u i r e d  b y  AS  2 3 . 1 0 . 4 5 0  - 2 3 . 1 0 . 4 7 0 ;  or

(2) the p r e d e c e s s o r  or s u c c e s s o r  e m p l o y e r  o f f e r s  the e m­

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

ti a l l y  s i m i l a r  to t h o s e  th a t  the e m p l o y e e  r e c e i v e d  b e f o r e  the s u b s t a n­

tial c h a n g e  in the b u s i n e s s  activ i t y .

Sec. 23. 1 0 . 4 6 0 .  G O V E R N M E N T A L  L I A B I L I T Y .  (a) A  g o v e r n m e n t a l

e n t i t y  that c e a s e s  to e m p l o y  e m p l o y e e s  to p e r f o r m  a n  a c t i v i t y  and
(!

22
c o n t r a c t s  w i t h  one or m o r e  p r i v a t e  e n t i t i e s  to h a v e  all or a s u b s t a n -  

23 tial p o r t i o n  of the a c t i v i t y  p e r f o r m e d  b y  the p r i v a t e  e n t i t i e s  shall

n o t i f y  e m p l o y e e s  w h o s e  e m p l o y m e n t  is a f f e c t e d  by  the c e s s a t i o n  as 

r e q u i r e d  of e m p l o y e r s  u n d e r  A S  2 3 . 1 0 . 4 5 0 .  The g o v e r n m e n t a l  e n t i t y  is

2

3

4

5

6

7

8 

9 i

10

11

12

13

14

15

16 j
I

171!

18

19

20 it

21

l i a b l e  to e m p l o y e e s  f o r  f a i l u r e  to g i v e  t i m e l y  n o t i c e  as p r o v i d e d  in26 ji
l!

27j! that section.
h

np |
j! (b) In this s e ction, " g o v e r n m e n t a l  e n t i t y "  m e a n s  the state, a
| J

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

- 2 -
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1

2
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4
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6
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9
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11

12
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14

15

16

17

18

19

20 I!

21 

22 

23 i

24 1
l!

1
26

27

28 

29

A l a s k a ,  or the A l a s k a  R a i l r o a d ,  a n d  i n c l u d e s  an a d m i n i s t r a t i v e  u n i t  of 

the state, m u n i c i p a l i t y ,  p o l i t i c a l  s u b d i v i s i o n ,  u n i v e r s i t y ,  or r a i l­

road.

Sec. 2 3 . 1 0 . 4 7 0 .  D E F I N I T I O N S .  In A S  2 3 . 1 0 . 4 5 0  - 2 3 . 1 0 . 4 7 0

(1) " e m p l o y e e "  m e a n s  an  i n d i v i d u a l  e m p l o y e d  b y  an e m p l o y e r  

o r  a g o v e r n m e n t a l  entity;

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

cia t i o n ,  c o r p o r a t i o n ,  b u s i n e s s  trust, or o t h e r  n o n g o v e r n m e n t a l  e n t i t y

t h a t  e m p l o y s  e i g h t  or m o r e  p e r s o n s ;

(3) "o n e  m o n t h ' s  p a y "  m e a n s  the a v e r a g e  m o n t h l y  c o m p e n­

s a t i o n  p a i d  to an e m p l o y e e  b y  an  e m p l o y e r  b a s e d  on  the a m o u n t  of

c o m p e n s a t i o n  r e c e i v e d  b y  the e m p l o y e e  d u r i n g  the p r e c e d i n g  12 m o n t h s ;

(4) " p r e d e c e s s o r  e m p l o y e r "  m e a n s  an  e m p l o y e r  w h o  h a s  t r a n s­

f e r r e d  t h e  o w n e r s h i p  o f  a b u s i n e s s  or a p a r t  of  a b u s i n e s s  to another;

(5) " r e l o c a t i o n "  of a b u s i n e s s  or p a r t  of a b u s i n e s s  m e a n s  

r e m o v a l  o f  a l l  or s u b s t a n t i a l l y  all o p e r a t i o n s  of  the b u s i n e s s ,  a 

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

b u s i n e s s  to a l o c a t i o n  at l e a s t  60 m i l e s  a w a y  f r o m  the o r i g i n a l  l o c a­

tion;

(6) " s u b s t a n t i a l  c h a n g e  in a b u s i n e s s  a c t i v i t y "  m e a n s  the 

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

p a r t  of a b u s i n e s s ;

(7) " s u c c e s s o r  e m p l o y e r "  m e a n s  an e m p l o y e r  to w h o m  the

o w n e r s h i p  of a b u s i n e s s  or a p a r t  of  a b u s i n e s s  h a s  b e e n  t r a n s f e r r e d ;

(8) " t e r m i n a t i o n "  of a b u s i n e s s  or p a r t  of a b u s i n e s s  m e a n s  

t h a t  all or s u b s t a n t i a l l y  all o p e r a t i o n s  of the b u s i n e s s ,  a s e p a r a t e  

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

c e a s e  a n d  th a t  the b u s i n e s s  or p a r t  of the b u s i n e s s  is p e r m a n e n t l y  

c l o s e d ;

-3-
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11I (9) " t r a n s f e r  of  o w n e r s h i p "  of  a b u s i n e s s  or p a r t  of a 

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

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

n e s s ,  i n c l u d i n g  s a l e  o f  stock, a sa l e  o f  a s s ets, a f o r e c l o s u r e  or 

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

o t h e r  m e a n s  of  t r a n s f e r  o f  o w n e r s h i p .

- 4 -



S u b j e c t  o f  m e e t i n g :

*HB 542 Severance Pay When Business/Govt Changes 

HB-381 7\pprop: FY 90~Tlev Ŝharing/School Aid
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Alaska i ’tate iOeglBlature
House o f Representatives

C o m m i t t e e  o n  

C o m m u n i t y  &  R e g i o n a l  A f f a i r s

C S H 6 s y *  C Jf Q

Pouch V 
Slate Capitol 

Juneau, Alaska 99811 
(907) 465-4833

A p r i l  8, 1988

TO: H e n r y  S p r i n g e r ,  C h a i r m a n  H C R A

FR.0M: D a v i d  C. H a r r i s o n ,  P.A., H C R A

S U B J E C T :  C S H B  542 "An Act r e l a t i n g  to e m p l o y e r  o b l i g a t i o n s  
w h e n  an e m p l o y e r  m a k e s  a s u b s t a n t i a l  c h a n g e  i n  a 
b u s i n e s s  a c t i v i t y  or w h e n  a g o v e r n m e n t a l  e n t i t y  
c o n t r a c t s  c e r t a i n  a c t i v i t i e s  to a p r i v a t e  e n t i t y . "  
(Sponsor: H. 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 )

•k *  *  *  i< i< *  -k *  *  *  *  -k k  k-kkk  *  *  k  k  *  'k k  k  k  k  k  *  k  *  -,V *  *  k  k  *  *  *  *  *  *  ','r *  k  *  *  *  *  k k  k  k  k  k  k  k  k  k

R E V I E W :
S e c t i o n  1. (a) F i n d i n g s  b y  the l e g i s l a t u r e  c o n c e r n i n g  h e
w e l b e i n g  of e m p l o y e e s  w i t h i n  A l a s k a  is the t h r u s t  o f  this 
bill. It is r e c o g n i z e d  th a t  the p a r t  o f  the e m p l o y e e s ' w e l­
b e i n g  is a s s u r e d  w h e n  h e / s h e  is n o t i f i e d  in a t i m e l y  m a n n e r  
o f  a c h a n g e  in h i s / h e r  e m p l o y m e n t  sta t u s  e i t h e r  w i t h  a 
p r i v a t e  or g o v e r n m e n t  employer.

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

1. closes; 2. r e l o c a t e s ;  3 t e r m i n a t e s ;
4. t r a n s f e r s ;  a n d / o r  5. l e a s e s  the 

b u s i n e s s  a c t i v i t y .

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

T h e r e f o r e ,  the l e g i s l a t u r e  d e t e r m i n e s  t h a t  e m p l o y e r s  s h o u l d  
b e  r e q u i r e d  to n o t i f y  t h e i r  e m p l o y e e s  of  a n t i c i p a t e d  s u b­
s t a n t i a l  c h a n g e s  in b u s i n e s s  a c t i v i t y  so t h a t  the e m p l o y e e  
c a n  p r e p a r e  for the future.

A R T I C L E  7. E M P L O Y M E N T  C LOSURE, R E L O C A T I O N ,  O R  T R A N S F E R .

Sec. 2 3 . 1 0 . 4 5 0  R I G H T  T O  N O T I C E

C O M M E N T S :  U n d e r  p r o p o s e d  bill, an  e m p l o y e r  s h a l l  g i v e
60 days p r i o r  n o t i c e  o f  s u b s t a n t i a l  c h a n g e s  a f f e c t i n g  
e m p l o y e e 's e m p l o y m e n t .

P e n a l t y  o f  e m p l o y e r ' s  f a i l u r e  to n o t i f y  an  e m p l o y e e  of 
s u b s t a n t i a l  c h a n g e  in e m p l o y m e n t  is l i a b l e  for one



m o n t h ' s  s e v e r a n c e  p a y .

E x c e p t i o n  to p e n a l t y  b a s e d  u p o n  f a v o r a b l e  c o n d i t i o n  for the 
e m p l o y e e  p e r  c o n t r a c t s  or s u c c e s s o r  e m p l o y e r  o f f e r s  e m p l o y e e  
e m p l o y m e n t  th a t  p r o v i d e s  w a g e s  a n d  b e n e f i t s  th a t  are 
s u b s t a n t i a l l y  s i m i l a r  to t h o s e  th a t  the e m p l o y e e  r e c e i v e d  
b e f o r e  s u b s t a n t i a l  c h a n g e  in the b u s i n e s s  a c t i v i t y .

Sec. 2 3 . 1 0 . 4 6 0  G O V E R N M E N T A L  L I A B I L I T Y

G o v e r n m e n t  l i a b i l i t y  is s o m e w h a t  the s a m e  as the p r i v a t e  
b u s i n e s s  s e c t o r  b u t  c o n d i t i o n s  for n o t i c e  r e q u i r e m e n t s  are 
s o m e w h a t  d i f f e r e n t .  If a g o v e r n m e n t a l  e n t i t y  c h o o s e s  c o n­
tr a c t s  a n d / o r  l e a s e s  or c o n v e y s  g o v e r n m e n t  p r o p e r t y  that 
w o u l d  a l t e r  an e m p l o y e e ' s  e m p l o y m e n t  s t a t u s  a p r i o r  60 d a y  
n o t i c e  of  su c h  w o u l d  be in order. A p p r o p r i a t e  p e n a l t i e s  
f o r  f a i l u r e  to p r o v i d e  a p r i o r  60 d a y  n o t i c e  to an e m p l o y e e  
w o u l d  be  r e q u i r e d  - s e v e r a n c e  p a y  in the a m o u n t  o f  one 
m o n t h ' s  p a y  is i n d i c a t e d .

(b) G o v e r n m e n t a l  e n t i t i e s  are s p e l l e d  o u t  as the state; a 
m u n i c i p a l i t y ;  a p o l i t i c a l  s u b d i v i s i o n  o f  t h e  state; a s c h o o l  
d i s t r i c t ,  i n c l u d i n g  a r e g i o n a l  e d u c a t i o n a l  a t t e n d a n c e  area; 
t h e  U n i v e r s i r t y  o f  A l a ska; the A l a s k a  R a i l r o a d ;  a n d  an 
a d m i n i s t r a t i v e  u n i t  o f  the state, m u n i c i p a l i t y ,  p o l i t i c a l  
s u b d i v i s i o n ,  u n i v e r s i t y ,  or r a i l r o a d .

Sec. 2 3 . 1 0 . 4 7 0  p r o v i d e s  for d e f i n i t i o n s  in AS  2 3 . 1 0 . 4 5 0  - 
2 3 . 1 0 . 4 7 0  as h e r e i n  stated.

S e c . 3 T h i s  A c t  does n o t  m o d i f y  or t e r m i n a t e  the t e r m s  o f  a 
c o l l e c t i v e  b a r g a n i n g  a g r e e m e n t  in e x i s t e n c e  on the e f f e c t i v e  
d a t e  o f  this Act.

N o t e :  It w o u l d  s e e m  that an e f f e c t i v e  d a t e  c l a u s e  w o u l d
h a v e  b e e n  s p e l l e d  out a f t e r  Sec. 3, o f  this bill!
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TABLE A-
OP THE EMPLOYERS C L A S S IF IE D  IN  PRIV ATE INDUSTRY, WHO ARE SU BJECT TO A LA SK A 'S UNEMPLOYMENT 
INSURANCE LAWS, 54% REPORTED 0 TO 3 EMPLOYEES DURING THE PAY PERIO D  THAT INCLUDED THE 12TH 
OF SEPTEM BER, 1 9 8 7 .

5 ^ / ' 2 ^

TABLE A

S IZ E  CLASS 
NUMBER OF EMPLOYERS 

PERCENTAGE

STATEWIDE 
EMPLOYERS BY S IZ E  CLASS 

SEPTEMBER 1 9 8 7
0 - 3  

7 , 0 8 4  
5 4 . 4 2

4 - 9
3 , 2 5 9
2 5 . 0 4

10-19 
1 , 3 8 5  
1 0 . 6 4

2 0 - 4 9  
-> 8 0 6  

6 . 1 9

5 0 - 9 9 1 0 0 - 2 4 9  
1 6 4  

1 . 2 6

2 5 0 - 4 9 9
46

. 3 5

5 0 0 - 9 9 9  
14 

. 1 11 .9 4  

60 / 1  £  fry1 / ' * *

TABLE B:
APPROXIMATELY 13% OF ALL EMPLOYEES REPORTED BY EMPLOYERS C L A S S IF IE D  IN  PR IV A TE INDU STRY, WHO 
ARE SU BJECT TO A LA SK A 'S UNEMPLOYMENT INSURANCE LAWS, WERE ON THE PAYROLL OF EMPLOYERS WHO 
COUNTED 4 TO 9 PERSONS DURING THE PAYROLL PERIO D THAT INCLUDED THE 12TH OF SEPTEM BER, 1 9 8 7 .

1 0 0 0 +  
7

.0 5

TABLE B

S IZ E  CLASS 
EMPLOYEE COUNTS 

PERCENTAGE

0 - 3
8 , 5 3 6

5 . 6 8

4 - 9  
1 9 ,1 8 6  
1 2 . 7 6

STATEWIDE 
EMPLOYEES BY S IZ E  CLASS 

SEPTEMBER 1 9 8 7  
1 0 - 1 9  / 2 0 - 4 °  5 0 - 9 9  1 0 0 - 2 4 9

1 8 , 6 7 1  [ 2 3 , 7 4 3  1 7 , 7 4 5  2 5 , 0 5 9
1 2 . 4 2  * 1 5 . 8 0  1 1 . 8 0  1 6 . 6 7

2 5 0 - 4 9 9  
16 ,369 

1 0 . 8 9

5 0 0 - 9 9 9  
9 , 5 1  9 

6 . 3  3

I 0 0 0 +  
1 1 , 4 9 6  

7 . 6 5

7 O  7o r C "' e~j>b>yec.S

TOTAL
1 3 , 0 1 7
100.00

TOTAL
1 5 0 , 3 2 4
100.00



December 27, 1987

Honorable H. A. Boucher 
Alaska House of Representatives 
PO Box 111038 
Anchorage Aft 99511

Dear Representative Boucher,

By now, I am sure you are aware of me December 11 closure of First 
Interstate Bank of Alaska. As an employee of First Interstate at the time of 
closing, several issues are of great concern to me. I would appreciate your 
help in looking into these matters, and will supply you with all the facts that 
are available to me.
As a state chartered bank, First Interstate was closed by the State Banking 
Commission and FDIC was appointed receiver of the bank. As such, FDIC is 
now administrator of the employees’ 40 IK retirement plan. Approximately 
150 employees are participants in the plan which is with Mutual of New 
York. FDIC has advised us that before any disbursements can be made, they 
must first review the plan, which may take up to 90 days. They will then 
turn it over to IRS for review. All of this may take up to one year. Until this 
process is complete, employees will not have access to their funds.
During this time, many employees have lost their jobs. Some have been 
offered temporary employment (60 to 90 days) with the acquiring bank. As 
a result, it is imperative that we have access to our money as soon as 
possible. Without jobs, many of us will need those funds just to meet every 
day living expenses. Considering the current economic conditions in Alaska, 
can the state afford the additional burden of more homes being foreclosed 
upon?
Another issue I would like to address is accrued vacation pay. According to 
FDIC, final pay to employes of a failed bank is regulated under Alaska State 
Stature 06.05.470 (t) (2). Subsequently, employees were paid for any 
vacation time which was accrued in the three months prior to the failure. 
Under those provisions, I was paid $395.70. I am still owed $1863.59 for 
accrued vacation pay. Although at some time we will be given the



opportunity to file a claim on these unpaid earnings, consensus is our 
chances of receiving further compensation are not good.
The former employees of First Interstate Bank are facing extremely 
unsettling times. While depositors have suffered no losses in this takeover, 
employees, on the other hand, do stand to sustain substantial losses, both 
through non-payment of earned vacation pay and unavailability of 40IK 
funds. Any pressure that you can exert as an elected official upon the FDIC 
and the IRS to speed up the release of the 40 IK fund, and upon the State of 
Alaska Banking Commission to reimburse the employees for lost vacation 
pay would be greatly appreciated.
I anxiously await your response.

PO Box 105038 
Anchorage AK 99510
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R E F T .  O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S

O F F I C E  O F  T H E  C O M M I S S I O N E R

A p r i l  4, 1988

# 3  S S b

STEVE COWPER, GOVERNOR

□ P.O. BOX B
JUNEAU. ALASKA 99811-2100 
PHONE: (907) 465-4700

□ 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302 
PHONE: (907) 563-1073

P O S I T I O N  P A P E R

RE: H o u s e  Bill 550

S P O N S O R :  R u l e s  C o m m i t t e e  by r e q u e s t  of the H o u s e  M e m b e r s  of the 
J o i n t  C o m m i t t e e  on E c o n o m i c  R e c o v e r y .

P r o g r a m  E f fects:

T h i s  bill w o u l d  a l l o w  the d e p a r t m e n t ,  u n d e r  the H o u s i n g  
A s s i s t a n c e  Loan P r ogram, to m o d i f y  loan terms, s u c h  as the 
i n t e r e s t  rate and m a t u r i t y  d a te, w h e n  a b o r r o w e r  is 
e x p e r i e n c i n g  f i n a n c i a l  d i s t r e s s .  T h i s  a u t h o r i t y  a l r e a d y  e x i s t s  
in o ther S t a t e  a s s i s t e d  h o u s i n g  lo a n  p r o g r a m s  so t h i s  
l e g i s l a t i o n  w o u l d  m a k e  this p r o g r a m  c o n s i s t e n t  w i t h  t h e s e  o t h e r  
S t a t e  h o u s i n g  l o a n  p r o g r a m s .

C o m m e n t s :

T h i s  bill w o u l d  c o r r e c t  an i n c o n s i s t e n c y  b e t w e e n  the p r o v i s i o n s  
of the H o u s i n g  A s s i s t a n c e  L o a n  P r o g r a m  and o t h e r  S t a t e  h o u s i n g  
loan p r o g r a m s ,  s u c h  as t h o s e  o f f e r e d  by the A l a s k a  H o u s i n g  
F i n a n c e  C o r p o r a t i o n .  T h i s  w o u l d  g i v e  the H o u s i n g  A s s i s t a n c e  
L o a n  P r o g r a m  m o r e  o p t i o n s  w h e n  a s s i s t i n g  a d i s t r e s s e d  b o r r o w e r  
to m a i n t a i n  his or her h o m e  and c r e d i t  r a t ing. It w o u l d  h e l p  
r e d u c e  the m a i n t e n a n c e ,  legal, a n d  r e s a l e  c o s t s  t h a t  the 
H o u s i n g  A s s i s t a n c e  L o a n  P r o g r a m  e x p e r i e n c e s  e v e r y  t i m e  it 
c a n n o t  save a lo a n  and has to a c c e p t  the s e c u r i t y ,  s u c h  as t h e  
real p r o p e r t y ,  r a t h e r  than r e p a y m e n t  of the lo a n  a m o u n t .

T h e  H o u s i n g  A s s i s t a n c e  L o a n  F u n d  has c u r r e n t l y  a b o u t  14 0 0  
o u t s t a n d i n g  loans. Of these, 45 are in f o r e c l o s u r e ,  a n d  
a n o t h e r  100 are d e l i n q u e n t  in p a y m e n t s .  Of t h e s e  
d e l i n q u e n c i e s ,  the d e p a r t m e n t  e s t i m a t e s  b e t w e e n  o n e  t h i r d  a n d  
one h a l f  w o u l d  be a b l e  to t a k e  a d v a n t a g e  of the l o a n  
m o d i f i c a t i o n  p r o v i s i o n s  p r o p o s e d  by th i s  l e g i s l a t i o n .
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T h e  H o u s i n g  A s s i s t a n c e  L o a n  p r o g r a m  h a s  c o n s i d e r e d  the 
f i n a n c i a l  impact on the H o u s i n g  A s s i s t a n c e  R e v o l v i n g  L o a n  F u n d  
(H A R L F ) due to the r e s u l t a n t  r e d u c t i o n  in the a v e r a g e  i n t e r e s t  
ra t e  the p o r t f o l i o  e a r n s  b r o u g h t  a b o u t  by l o w e r i n g  the i n t e r e s t  
rate c h a r g e d  to the b o r r o w e r s .  T h i s  l o s s  in i n c o m e ,  w h e n  
a v e r a g e d  over the t o t a l  p o r t f o l i o ,  w i l l  not i m p a c t  t h e  lo a n  
fund. In a d d i t i o n  the d e p a r t m e n t  f e e l s  th a t  a n y  l o s s  in i n c o m e  
due to the r e d u c t i o n  in i n t e r e s t  i n c o m e  m a y  be o f f s e t  b y  
r e d u c i n g  the n u m b e r  of n o n - p e r f o r m i n g  l o a n s  by  t u r n i n g  t h e m  
in t o  p e r f o r m i n g  loans. W h e n  a b o r r o w e r  g o e s  i n t o  d e f a u l t  and 
d o e s  not m a k e  the r e q u i r e d  l o a n  p a y m e n t s ,  the H A R L F  r e c e i v e s  no 
i n c o m e  f r o m  that loan. If the d e p a r t m e n t  c a n  i m m e d i a t e l y  w o r k  
w i t h  that b o r r o w e r  and r e n e g o t i a t e  lo a n  t e r m s  w h i c h  are 
a c c e p t a b l e  to the S t a t e  and the b o r r o w e r ,  the S t a t e  w i l l  s u f f e r  
a s m a l l e r  r e d u c t i o n  in i n c c m e  t h a n  if it b e c o m e s  n e c e s s a r y  to 
go to f o r e c l o s u r e  and l i q u i d a t e  the s e c u r i t y .

T h e  d e p a r t m e n t  s t r o n g l y  s u p p o r t s  this l e g i s l a t i o n .  It is in 
the b e s t  i n t e r e s t s  of b o t h  the s t a t e  and the b o r r o w e r s  u n d e r  
t h i s  p r o g r a m  to i m p l e m e n t  t h i s  s t a t u t o r y  c h a n g e .
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Rep. H e n r y  S p r i n g e r ,  C h a r i m a n  H C R A

D a v i d  C. H a r r i s o n ,  P. A., H C R A

S U B J E C T :  H B  550 "An A c t  a u t h o r i z i n g  the D e p a r t m e n t  o f
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  to m o d i f y  the t e r m s  
o f  its m o r t g a g e  loans; a n d  p r o v i d i n g  for an 
e f f e c t i v e  d a t e . "  (H R u l e s  C o m m i t t e e  by  r e q u e s t )

* * * * * *  * * * * * # * * * * * * * * * * * * * * & *■ *** * * * * * * * * *  Ik************'*

S e c t i o n  1. F i n d i n g s  b y  the l e g i s l a t u r e  i n d i c a t e  a n e e d  to 
p r o v i d e  s o m e  r e l i e f  to the d i s t r e s s e d  r e a l  e s t a t e  m a r k e t .
It is d e e m e d  in the i n t e r e s t  o f  t h e  p r o p e r t y  o w n e r s  as w e l l  
as the s t a t e  to p r o v i d e  r e d u c e d  i n t e r e s t  rates.

Sec. 2 A S  4 4 . . 4 7  as a m e n d e d  r e l a t e s  to m o d i f i c a t i o n  o f  
the i n t e r e s t  on loans u n d e r  A S  4 4 . 4 7 . 3 6 0  - 4 4 . 4 7 . 5 6 0  -
p l e a s e  see a t t a c h e d  s t a t u t u e s  f o r  y o u r  r e f e r e n c e s .

I n t e n t  o f  this b i l l  is th a t  D C R A  m a y  b y  l o a n  m o d i f i c a t i o n ,  
r e s c h e d u l e  p r i n c i p a l  p a y m e n t s  or r e d u c e  i n t e r e s t  r a t e s  or 
bo th, if the d e p a r t m e n t  f i n d s  it c r e a t e s  c o n d i t i o n s  t h a t  the 
l o a n  w o u l d  p a y  to m a t u r i t y  a n d  i n d u c e  the b o r r o w e r  to r e m a i n  
in a c t i v e  m a n a g e m e n t  a n d  o w n e r s h i p  o f  t h e  p r o p e r t y  a n d  the 
l o a n  m o d i f i c a t i o n  w o u l d  b e  in the b e s t  f i n a n c i a l  i n t e r e s t  o f  
the d e p a r t m e n t  a n d  t h e  state; a n d  c o n s i d e r e d  p r u d e n t  b y  
p r i v a t e  l e n d i n g  s t a n d a r d s  t a k i n g  i n t o  a c c o u n t  the f i n a n c i a l  
c i r c u m s t a n c e s  of the b o r r o w e r  a n d  o t h e r  c o s t l y  a l t e r n a t i v e s  
s u c h  as f o r e c l o s u r e .

If this b i l l  p a s s e s ,  it w o u l d  p r o v i d e  c o n d i t i o n s  f o r  
r e s c h e d u l i n g  of  the b o r r o w e r ' s  r e p a y m e n t  o f  p r i n c i p a l  u n d e r  
c o n d i t i o n s  h e r e i n  w h i c h  is n o t  i n t e n d e d  to a f f e c t  the 
o b l i g a t i o n  o f  the b o r r o w e r  to r e p a y  the p r i n c i p a l  a m o u n t  on 
the m o r t g a g e .

P r o v i d e s  t h a t  the d e p a r t m e n t  (DCRA) m a y  r e d u c e  the i n t e r e s t  
p a y a b l e  o n  a m o r t g a g e  if the m o d i f i c a t i o n  c o n t a i n s  a n  
i n t e r e s t  r a t e  o p e n e r  c l a u s e  w h e r e b y  i f  the i n t e r e s t  r a t e  is 
r e d u c e d  t h e  b o r r o w e r  a n d  t h e  d e p a r t m e n t  s h a l l  r e n e g o t i a t e  
the r a t e  o f  i n t e r e s t  o n  the m o r t g a g e  w i t h i n  f i v e  y e a r s  o f  
the d a t e  o f  an  i n t e r e s t  r a t e  r e d u c t i o n  a p p r o v e d  b y  t h e  
d e p a r t m e n t . . Also* to s p e c i f y  t h e  d a t e  ‘the p a r t i e s  a r e  to 
r e n e g o t i a t e  the r a t e  o f  i n t e r e s t  p e r  c o n d i t i o n s  c o n t a i n e d  
h e r e i n  a n d  to i n c o r p o r a t e  a c a l l  f e a t u r e  r e s e r v i n g  D C R A  the

Alaska ^tate ffiegtalaturE



r i g h t  to d e m a n d  r e p a y m e n t  o f  the e n t i r e  p r i n c i p a l  a m o u n t  due 
i f  the b o r r o w e r  a n d  D C R A  a r e  u n a b l e  to c o n c l u d e  r e n e g o t i a­
ti o n  o f  the r a t e  of i n t e r e s t .

C o n d i t i o n s  are p l a c e d  o n  D C R A  u n d e r  the d a t e  c a l l  f e a t u r e  of 
th i s  b i ll.

T h e  i n t e r e s t  r a t e  r e d u c t i o n  a p p r o v e d  b y  D C R A  u n d e r  this
s e c t i o n  c a n c e l s  the b o r r o w e r ' s  o b l i g a t i o n  to p a y  the a m o n t  
d u e  t h a t  is a t t r i b u t a b l e  to the d i f f e r e n c e  b e t w e e n  the
o r i g i n a l  i n t e r e s t  r a t e  a n d  the i n t e r e s t  r a t e  r e d u c t i o n  for 
the p e r i o d  of the r a t e  r e d u c t i o n .  B e n e f i t  is a c c r u e d  to the 
b o r r o w e r  b e c a u s e  o f  r e d u c e d  i n t e r e s t  r a t e  as n e g o t i a t e d .

R e n e g o t i a t e d  i n t e r e s t  r a t e  m a y  n o t  e x c e e d  the o r i g i n a l
i n t e r e s t  r a t e  c h a r g e d  o n  the m o r t g a g e .

R e g u l a t i o n s  p r e s c r i b i n g  terms, c o n d i t i o n s  a n d  p r o c e d u r e s  
a p p l i c a b l e  to l o a n  m o d i f i c a t i o n  m u s t  b e  m a d e  b y  DCRA.

E f f e c t i v e  da t e  o f  this b i l l  is J u l y  1, 1988.
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SUBJECT:

TO:

FROM:

A u t h o r i t y  to r e s t r u c t u r e  m o r t g a g e  loans 
(Work o r d e r  5-2012)

R e p r e s e n t a t i v e  S t e v e  Frptfik 
ATTN: R i c k  S o l i e

J a c k  C h e n o w e t  
L e g i s l a t i v e

Y o u  h a v e  a s k e d  for a r e v i e w  o f  the a b i l i t y  of  the s t a t e  
a g e n c i e s  t h a t  m a n a g e  r e s i d e n t i a l  m o r t g a g e  l e n d i n g  p r o g r a m s  
to r e s t r u c t u r e  t h o s e  l oans u n d e r  c u r r e n t  law.

T h e  s o u r c e s  of the p r i n c i p a l  r e s i d e n t i a l  m o r t g a g e  l o a n  p r o­
gra m s  are:

-- l o ans m a d e  u n d e r  o n e  o f  the v a r i o u s  h o u s i n g  a s s i s­
ta n c e  p r o g r a m s  b y  the A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  
u n d e r  a u t h o r i t y  of AS 18.56; ]_/

-- l o ans m a d e  f r o m  the H o u s i n g  A s s i s t a n c e  L o a n  F u n d  a n d  
the H o m e o w n e r s h i p  A s s i s t a n c e  F u n d s  b y  the D i v i s i o n  o f  H o u s­
ing A s s i s t a n c e  of the D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  
A f f a i r s  u n d e r  the a u t h o r i t y  of A S  4 4 . 4 7 . 3 6 0  - 4 4 . 4 7 . 5 6 0 .  2/

T h o u g h  t h e i r  t o t a l  n u m b e r s  are s i g n i f i c a n t l y  b e l o w  the 
n u m b e r s  o f  loans m a d e  b y  e a c h  of the e n t i t i e s  m e n t i o n e d  
above, l oans for r e s i d e n t i a l  p u r p o s e s  m a y  al s o  b e  m a d e  b y

—  the A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n ;

—  the c o m m i s s i o n e r  of rev e n u e ,  a c t i n g  in the c a p a c i t y  
of  t r e a s u r e r  of the s t a t e ' s  r e t i r e m e n t  s y s t e m s  for the p e n­
sion  f u n d  s u r p l u s e s  of  the P u b l i c  E m p l o y m e n t  R e t i r e m e n t  S y s­
t e m  a n d  t h e  T e a c h e r s '  R e t i r e m e n t  System.

" R e s t r u c t u r i n g  of m o r t g a g e  l o a n s "  is u s u a l l y  u n d e r s t o o d  to 
m e a n  at l e a s t  one of  the f o l l o w i n g :
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-- f o r b e a r a n c e  a r r a n g e m e n t s  or a g r e e m e n t s ,  a u t h o r i z i n g  
the b o r r o w e r  to r e d u c e  or s u s p e n d  r e g u l a r  m o r t g a g e  p a y m e n t s  
for a s t a t e d  p e r i o d ;  or,

-- m o d i f i c a t i o n  of  the t e rms of  a m o r t g a g e ,  i n c l u d i n g  
-- r e d u c t i o n  of  p a y m e n t s  of p r i n c i p a l

-- w i t h o u t  a f f e c t i n g  the t o t a l  debt o b l i g a­
t i o n  of  the m o r t g a g o r  on  the m o r t g a g e  loan; or

—  a c c o m p a n i e d  b y  a c o n c o m i t a n t  r e d u c t i o n  in 
the t o t a l  d e b t  o b l i g a t i o n  of  the m o r t g a g o r  on the 
m o r t g a g e  loan;
—  r e d u c t i o n  of the i n t e r e s t  p a y m e n t  p a y a b l e  o n  

the loan; or
-- d e l a y  or p o s t p o n e m e n t  of the due da t e  o f  the 

m o r t g a g e  o b l i g a t i o n .

A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  m o r t g a g e  l o a n s :

T h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  e n j o y s  w i d e  l a t i t u d e  
as to h o w  it m a y  a d d r e s s  d e l i n q u e n t  loans a n d  t h o s e  that m a y  
b e c o m e  d e l i n q u e n t .  In the e n u m e r a t i o n  of the g e n e r a l  p o w e r s  
of t h e  c o r p o r a t i o n ,  A S  1 8 . 5 6 . 0 9 0 ( 1 1 )  p r o v i d e s  that the 
c o r p o r a t i o n  may, " f o r  its . . . c o r p o r a t e  p u r p o s e s " :

c o n s e n t  to the m o d i f i c a t i o n  o f  the r a t e  of interest, 
t i m e  o f  p a y m e n t  of a n y  i n s t a l l m e n t  of p r i n c i p a l  or 
i n t e r e s t ,  or a n y  o t h e r  terms, of the m o r t g a g e  loan, 
m o r t g a g e  l o a n  c o m m i t m e n t ,  c o n s t r u c t i o n  loan, t e m p o r a r y  
loan, c o n t r a c t  o r  a g r e e m e n t  of  a n y  k i n d  to w h i c h  the 
c o r p o r a t i o n  is a party;

W h i l e  th i s  s t a t u t o r y  l a n g u a g e  sets n o  limits, t here are some 
p r a c t i c a l  c o n s t r a i n t s .

A H F C  p r i n c i p a l l y  f i n a n c e s  its p r o g r a m s  t h r o u g h  the u i e  of  
b o n d  p r o c e e d s .  A S  1 8 . 5 6 . 1 1 0  g e n e r a l l y  p r e s c r i b e s  l i m i t a­
tions a p p l i c a b l e  to the b o n d s  a n d  n o t e s  of the c o r p o r a t i o n .  
A S  1 8 . 5 6 . 1 1 0 ( f ) ( 3 )  a u t h o r i z e s  the c o r p o r a t i o n  to " c o v e n a n t  
as to the u s e  a n d  d i s p o s i t i o n  o f  a n y  a n d  a l l  p a y m e n t s  of 
p r i n c i p a l  a n d  i n t e r e s t  r e c e i v e d  b y  the c o r p o r a t i o n  o n  m o r t­
ga g e  l o a n s  . . .  or o t h e r  i n v e s t m e n t s  h e l d  b y  the c o r p o r a­
tio n . "  U n d e r  A S  18.56.120,

T h e  p l e d g e  o f  a s s e t s  or r e v e n u e  of the c o r p o r a t i o n  to 
the p a y m e n c  of the p r i n c i p a l  or i n t e r e s t  o n  any 
o b l i g a t i o n s  of the a g e n c y  is v a l i d  and b i n d i n g  f r o m  the 
t i m e  the p l e d g e  is m a d e  a n d  the a s s e t s  or r e v e n u e  are
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i m m e d i a t e l y  s u b j e c t  to the l i e n  o f  the p l e d g e  w i t h o u t  
p h y s i c a l  d e l i v e r y  or f u r t h e r  a c t ..............

So it is to the c o v e n a n t s  t h a t  s u p p o r t  the u n d e r l y i n g  b o n d  
i s s u e s  r a t h e r  t h a n  to p r o v i s i o n s  of s t a t e  l a w  t h a t  one m u s t  
l o o k  to d e t e r m i n e  w h e t h e r  A H F C 's v a r i o u s  m o r t g a g e  l o a n  p r o­
grams p e i m i t  r e s t r u c t u r i n g  o f  o u t s t a n d i n g  loans. O n e  m u s t  
a l s o  c o n s i d e r  the a g r e e m e n t s  bet 7e e n  A H F C  and, on  t h e  o n e  
hand, a g r e e m e n t s  e n t e r e d  in t o  w i t h  the F e d e r a l  N a t i o n a l  
M o r t g a g e  A s s o c i a t i o n  (and s i m i l a r  e n t i t i e s )  c o v e r i n g  s a l e s  
of  m o r t g a g e s  a n d  loans and, o n  the o t h e r  hand, a g r e e m e n t s  
w i t h  the c o r p o r a t i o n ' s  o w n  m o r t g a g e  s e l l e r / s e r v i c e r s . E a c h  
of  t h e s e  g r o u p s  of a g r e e m e n t s  m a y  i n c l u d e  p r o v i s i o n s  
l i m i t i n g  t h e  c o r p o r a t i o n ' s  f l e x i b i l i t y  in r e s p o n d i n g  to d e­
fa u l t s  a n d  p o t e n t i a l  d e f a u l t s  b y  the b o r r o w e r s .

T h e s e  a g r e e m e n t s  n o t w i t h s t a n d i n g ,  A H F C  does a u t h o r i z e  l o a n  
m o d i f i c a t i o n s  u n d e r  c e r t a i n  c i r c u m s t a n c e s .  T h e  c o r p o­
r a t i o n ' s  s e l l e r / s e r v i c e r  m a n u a l  i d e n t i f i e s  t h o s e  as l i m i t e d  
to i n s t a n c e s  in w h i c h  the m o r t g a g o r ' s  i n c o m e  h a s  b e e n  
p e r m a n e n t l y  a f f e c t e d  b y  a c c i d e n t  or i l l n e s s ,  or i n  w h i c h  the 
m o r t g a g o r ' s  i n c o m e  h a s  b e e n  r e d u c e d  or e l i m i n a t e d  a l t o g e t h e r  
for a t e m p o r a r y  p e r i o d  a n d  w h i c h  h a s  n o t  r e c o v e r e d  
s u f f i c i e n t l y  to m a i n t a i n  the c u r r e n t  m o r t g a g e .  The 
c o r p o r a t i o n  w i l l  al s o  c o n s i d e r  a m o d i f i c a t i o n  "if the s e r v i­
cer [of t h e  m o r t g a g e ]  f e e l s  th a t  c h a n g i n g  the t e rms o f  the 
m o r t g a g e  w o u l d  n o t  o n l y  c u r e  [a] p r e s e n t  d e l i n q u e n c y  b u t  
al s o  p r e v e n t  f u t u r e  d e l i n q u e n c i e s . "  A H F C  m u s t  g i v e  p r i o r  
a p p r o v a l  a n d  " w i l l  c o n s i d e r  . . . r e a m o r t i z i n g  the debt to 
i n c l u d e  the d e l i n q u e n t  p a y m e n t s  or e x t e n d i n g  the t e r m  o f  the 
loan b y  the n u m b e r  o f  p a s t  due i n s t a l l m e n t s . "  A H F C  Sell e r /  
S e r v i c e r  M a n u a l  sec. 9002.06.

In s u mmary, c u r r e n t  s t a t e  l a w  g e n e r a l l y  a p p e a r s  to p r o v i d e  
s u f f i c i e n t  l a t i t u d e  for the A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a­
tio n  to m o d i f y  loans a n d  l o a n  p r o v i s i o n s  f o r  l oans th a t  a r e  
d e l i n q u e n t  or m a y  b e c o m e  d e l i n q u e n t .  L e g i s l a t i v e  i n i t i a­
tives to a m e n d  the l a w  to r e d e f i n e  or e x t e n d  A H F C ' s  a u t h o r i­
ty n e e d  to b e  c o n c e r n e d  w i t h  p o s s i b l e  c l a i m s  a g a i n s t  i m p a i r­
m e n t  o f  c o n t r a c t s  e n t e r e d  into b y  the c o r p o r a t i o n ,  p a r t i c u­
la r l y  w i t h  b o n d  u n d e r w r i t e r s ,  f e d e r a l  g o v e r n m e n t  a g e n c i e s  
that p u r c h a s e  the m o r t g a g e s ,  a n d  the c o r p o r a t i o n ' s  s e l ler/ 
s e r vicers.

Department of Community and Regional Affairs mortgage loans:
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S t a t e  l a w  a p p l i c a b l e  to m a n a g e m e n t  o f  the d e p a r t m e n t ' s  m o r t ­
ga g e  l o a n  p r o g r a m s  does n o t  s p e c i f i c a l l y  p r o v i d e  the d e p a r t­
m e n t  l a t i t u d e  to r e s t r u c t u r e  r e p a y m e n t  of p r i n c i p a l  a n d  i n­
te r e s t  on  its loans. T h e  d e p a r t m e n t ' s  o w n  r e g u l a t i o n s  a r e  
al s o  s i l e n t  on t h e  point.

T h e  d e p a r t m e n t  h a s  a s s e r t e d  to y o u  th a t  it m a y  n o t  r e d u c e  
i n t e r e s t  p a y a b l e .  Its a s s e r t i o n  s e ems to b e  b o r n e  out by  
the f o l l o w i n g :

-- the i n t e r e s t  r a t e  p a y a b l e  b y  a b o r r o w e r  u n d e r  
t he r u r a l  o w n e r - o c c u p i e d  h o u s i n g  p r o g r a m  is, b y  s t a t u t e  
(AS 4 4 . 4 7 . 4 1 0 ( b ) ) ,  t i e d  to the r a t e  b a s e d  o n  the m o s t  
r e c e n t  A H F C  b o n d  sale;

-- the i n t e r e s t  r a t e  p a y a b l e  b y  a b o r r o w e r  u n d e r  
the r u r a l  n o n - o w n e r - o c c u p i e d  h o u s i n g  p r o g r a m  is set b y  
s t a t u t e  (AS 4 4 . 4 7 . 5 2 0 ( b ) )  as an a m o u n t  n o t  to e x c e e d  
10% p e r c e n t ;  the d e p a r t m e n t  a d v e r t i s e s  th a t  the r a t e  is 
10% p e r c e n t ;

-- t h e  i n t e r e s t  r a t e  p a y a b l e  b y  a b o r r o w e r  u n d e r  
the h o m e o w n e r s h i p  a s s i s t a n c e  h o u s i n g  p r o g r a m ,  the 
i n t e r e s t - s u b s i d y  a s s i s t a n c e  p r o g r a m ,  d i r e c t s  b y  s t a t u t e  
(AS 4 4 . 4 7 . 3 8 2 ( b ) )  that, for q u a l i f y i n g  b o r r o w e r s ,  the 
s u b s i d y  a l l o w a b l e  s h a l l  b e  s u f f i c i e n t  to r e d u c e  the 
a c t u a l  i n t e r e s t  r a t e  p a i d  on  the m o r t g a g e  to s i x  p e r­
cent.

T h e  n e t  e f f e c t  o f  the t h ree s t a t u t e s  c i t e d  s u g g e s t s  that the 
d e p a r t m e n t  is w i t h o u t  d i s c r e t i o n  to a d j u s t  o r  r e d u c e  i n t e r­
est p a y a b l e  b y  a b o r r o w e r  u n d e r  a n y  o f  the t h r e e  p r o g r a m s .

T h e  d e p a r t m e n t  h a s  Iso r e p r e s e n t e d  to y o u  that, w h i l e  it 
m a y  a d j u s t  p a y m e n t s  o f  p r i n c i p a l  o n  o u t s t a n d i n g  h o u s i n g  p r o ­
g r a m  loans, its a u t h o r i t y  to a d j u s t  the p a y m e n t s  is l i m i t e d  
to m o d i f y i n g  c u r r e n t  p r i n c i p a l  p a y m e n t s  w i t h o u t  r e d u c i n g  the 
m o r t g a g o r ' s  t o t a l  de b t  o b l i g a t i o n  u n d e r  the m o r t g a g e  loan.
I n  o t h e r  wo r d s ,  the d e p a r t m e n t  b e l i e v e s  th a t  it m a y  r e d u c e  
m o n t h l y  p a y m e n t s ,  b u t  the r e d u c t i o n s  c o r r e s p o n d i n g l y  s e r v e  
to e x t e n d  the r e p a y m e n t  o b l i g a t i o n  to a n  a d d i t i o n a l  p e r i o d ;  
the d e p a r t m e n t  m a y  n o t  c a n c e l  or f o r g i v e  a p o r t i o n  o f  the 
b o r r o w e r ' s  i n d e b t e d n e s s .

T h e  s o u r c e  of  the d e p a r t m e n t ' s  m o r t g a g e  l e n d i n g  a c t i v i t y  is 
the h o u s i n g  a s s i s t a n c e  loan fund. T h a t  f u n d  is e s t a b l i s h e d  
by  s t a t u t e  (AS 4 4 . 4 7 . 3 8 0 )  a n d  was, b y  a 1983 a m e n d m e n t ,  m a d e
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a r e v o l v i n g  l o a n  fund. 3/ A  r e v o l v i n g  l o a n  f u n d  is c o m m o n­
ly t h o u g h t  of, a n d  in A T a s k a  l e g i s l a t i o n  h a s  b e e n  n e a r l y  
u n i v e r s a l l y  t reated, as a f u n d  th a t  is c o n t i n u a l l y  e x p e n d e d  
a n d  r e p l e n i s h e d ,  f r o m  w h i c h  w i t h d r a w a l s  a r e  m a d e  as loans 
b u t  w i t h  a c o r r e s p o n d i n g  o b l i g a t i o n  to r e p a y  the f u n d  in 
o r d e r  to k e e p  it intact. k_l L e g i s l a t i v e  a p p r o p r i a t i o n s  for 
s t a t e  r e v o l v i n g  l o a n  f u n d s  a r e  t y p i c a l l y  t r e a t e d  as n o n­
l a p s i n g  a p p r o p r i a t i o n s , a n d  a n y  r e p a y m e n t s  o f  p r i n c i p a l  o n  
loans p u r c h a s e d  or o r i g i n a t e d  w i t h  t h e s e  a p p r o p r i a t i o n s  
s h o u l d  b e  d e p o s i t e d  i n t o  the f u n d  a n d  m a d e  a v a i l a b l e  f r o m  
the f u n d  f o r  s u b s e q u e n t  e x p e n d i t u r e .

I n  m y  j u d g m e n t ,  the d e p a r t m e n t ' s  r e p r e s e n t a t i o n  to y o u  seems 
to b e  f u l l y  c o n s i s t e n t  w i t h  its d u t y  to m a i n t a i n  the i n t e g­
r i t y  o f  t h e  h o u s i n g  a s s i s t a n c e  l o a n  f u n d  as a r e v o l v i n g  
fund. A  r e d u c t i o n  in p r i n c i p a l  p a y m e n t s  a c c o m p a n i e d  b y  a 
c a n c e l l a t i o n  of a p o r t i o n  of a b o r r o w e r ' s  i n d e b t e d n e s s  w o u l d  
c o m p r o m i s e  the f u n d  b a l a n c e  a n d  the a b i l i t y  of the a g e n c y  to 
u s e  t h e  f u n d  b a l a n c e  as a s o u r c e  o f  l o a n s  i n  s u b s e q u e n t  
y e a r s .

I n v e s t m e n t s  of the A l a s k a  P e r m a n e n t  F u n d  C o r p o r a t i o n :

U n d e r  a u t h o r i t y  g r a n t e d  i n  A S  3 7 . 1 3 . 1 2 0 ( g ) (16), the c o r p o r a­
ti o n  m a y  i n v e s t  in

n o t e s  s e c u r e d  b y  m o r t g a g e s  g r a n t i n g  a f i r s t  l i e n  on 
c o m m e r c i a l  or r e s i d e n t i a l  r e a l  e s t a t e  i m p r o v e d  b y  
c o m p l e t e d  b u i l d i n g s  [ s ubject to s p e c i f i c  m o r t g a g e  
i n s u r a n c e  r e q u i r e m e n t s ] ;

L i k e  the A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n ,  the A l a s k a  P e r­
m a n e n t  F u n d  C o r p o r a t i o n  e n j o y s  b r o a d  a u t h o r i t y  to m a n a g e  
i n v e s t m e n t s .  T h e  c o r p o r a t i o n  is a u t h o r i z e d  to " e n t e r  into 
a n d  e n f o r c e  all c o n t r a c t s  n e c e s s a r y ,  c o n v e n i e n t ,  or d e s i r a­
b l e  f o r  p u r p o s e s  o f  the c o r p o r a t i o n . "  (AS 3 7 . 1 3 . 1 2 0 ( f ) ) .
T h e  r e s i d e n t i a l  m o r t g a g e s  p u r c h a s e d  b y  the c o r p o r a t i o n  as 
i n v e s t m e n t s  b e c o m e  a s s e t s  of the c o r p o r a t i o n  s u b j e c t  to the 
c o r p o r a t i o n ' s  g e n e r a l  a s s e t  m a n a g e m e n t  p o l i c i e s .

S i n c e  t h e  P e r m a n e n t  F u n d  C o r p o r a t i o n  r e g u l a r l y  r e c e i v e s  
i n c o m e  f r o m  s o u r c e s  o t h e r  th a n  t h o s e  t h a t  s u p p o r t  the 
m o r t g a g e  l e n d i n g  a c t i v i t i e s  of  A H F C  or the H o u s i n g  
A s s i s t a n c e  D i v i s i o n ,  it is n o t  c o n s t r a i n e d  b y  the same 
c o n s i d e r a t i o n s  that c i r c u m s c r i b e  l o a n  m a n a g e m e n t  p r a c t i c e s  
o f  t h o s e  two e n t i t i e s . W i t h i n  the b r o a d  a u t h o r i t y  of the 
s t a t u t e s  d i r e c t i n g  its a c t i v i t i e s ,  the P e r m a n e n t  F u n d


