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We th e  u n d e r s ig n e d  r e q u e s t th e  G o v e rn o r and th o  L e g is la t u r e  
t o  make an a p p r o p r i a t i o n  o f $ 3 5 0 ,0 0 0 t o  th e  A la s k a  Power 
A u t h o r i t y  Loan p ro g ram s t o  a l lo w  t h e  e l e c t r i f i c a t i o n  o f th e  
H o l l i s  a re a . The a re a  1b c u r r e n t l y  w i t h o u t c e n t r a l s t a t i o n  
p o w e r , w h ic h  i s  s e r io u s  h a r d s h ip  up on th e  r e s id e n t s .  T h is  i s  
n o t a r e q u e s t f o r  a g r a n t .  I t  i s  a r e q u e s t t h a t  t h e  lo a n  
p ro g ra m s c r e a te d  b y t h e  L e g is la t u r e ,  s p e c i f i c a l l y  f o r  t h i s  
t y p e  p r o j e c t  be m o d e s t ly  fu n d e d  t o  a l lo w  c o n s t r u c t i o n  o f t h i s  
b a s ic  u t i l i t y  s e r v i c e .  The lo a n  w o u ld  be r e p a id  p lu s  
i n t e r e s t  t o  t h e  S ta te  o f  A la s k a . An a p p r o p r ia t i o n  i s  needed 
t h i s  y e a r t o  a l lo w  c o n s t r u c t i o n  d u r in g  1 9 8 9 . T h is  p r o j e c t  iB  
in c lu d e d  i n  t h e  APA ’ s FY90 lo a n s  b u d g e t .

Thank you fo r  your co n sid era tio n .

Earns. , M f l i s s a  . Phone
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We th e  u n d e r s ig n e d  re q u e s t t h e  G o v e rn o r and t h e  L e g is la t u r e  
t o  s a k e an a p p r o p r ia t i o n  o f  $ 3 5 0 , 0 0 0  t o  th e  A la s k a  Power 
A u t h o r i t y  Loan p ro g ram s t o  a l lo w  th e  e l e c t r i f i c a t i o n  o f  th e  
H o l l i s  a r e a . The a re a  i s  c u r r e n t l y  w i t h o u t c e n t r a l s t a t i o n  
p ow e r, w h ic h  i s  s e r io u s  h a r d s h ip  up on t h e  r e s i d e n t s .  T h iB  i s  
n o t a r e q u e s t f o r  a g r a n t . I t  i s  a r e q u e s t t h a t  t h e  lo a n  
p ro g ram s c r e a te d  b y th e  L e g is la t u r e ,  s p e c i f i o a l i y  f o r  t h i s  
ty p e  p r o j e c t  be m o d e s t ly  fu n d e d  t o  a l lo w  c o n s t r u c t i o n  o f t h i s  
b a s ic  u t i l i t y  s e r v ic e . The lo a n  w o u ld  be r e p a id  p lu s  
' i n t e r e s t  t o  t h e  S ta te  o f A la s k a . An a p p r o p r i a t i o n  i s  ne ede d 
t h i s  y e a r t o  a l lo w  c o n s t r u c t io n  d u r in g  1 9 8 9 .  T h is  p r o j e c t  i s  
in c lu d e d  i n  t h e  APA ’ s F Y 9 0  Loans b u d g e t ,

T han k you f o r  y o u r c o n s id e r a t io n .

Ef tm  A d d re s s . P hone
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Wo th e  u n d e r s ig n e d  r e q u e s t t h o  G o v e rn o r and t h e  L e g i s l a t u r e  
t o  make an a p p r o p r i a t i o n  o f $ 3 5 0 ,0 0 0 t o  t h e  A la s k a  Pow e r 
A u t h o r i t y  Loan p ro g ra m s t o  u l lo w  t h e  e l e c t r i f i c a t i o n  o f  t h e  
H o l l i s  a re a . The a re a  i s  c u r r e n t l y  w i t h o u t c e n t r a l s t a t i o n  
p o w e r , w h ic h  i s  s e r io u s  h a r d s h ip  u p o n th e  r e s id e n t s .  T h is  i s  
n o t a r e q u e s t f o r  a g r a n t .  I t  i s  a r e q u e s t t h a t  t h e  lo a n  
p ro g ra m s c r e a te d  b y  t h e  L e g is la t u r e ,  B p e c i f i o e l l y  f o r  t h i s  
t y p e  p r o j e c t  be r . o d e s t ly  fu n d e d  t o  a l lo w  c o n s t r u c t i o n  o f  t h i s  
b a s ia  u t i l i t y  s e r v i c e .  The lo a n  w o u ld  be r e p a id  p lu s  
I n t e r e s t  t o  t h e  S ta te  o f  A la s k a . An a p p r o p r ia t i o n  i s  ne ede d 
t h i s  y e a r t o  a l l o w  c o n s t r u c t io n  d u r in g  1 9 8 9 . T h is  p r o j e c t  1b 
in c lu d e d  i n  t h s  A P A 's FY90 Loans b u d g e t .

Thank you fo r  your con sid era tion .
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A laska  S t a t e  L eg is la tu re
3111 C Street, Suite 150 During Session:
Anchorage, Alaska 99503 P.O. Box V

(907) 561 2038 Juneau, Alaska 99811
(907) 465 4993

Senator Drue Pearce
District G  

M E M O R A N D U M

TO: S e n a t o r  D i c k  E l i a s o n , ^ C h a i r m a n
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

F R O M :  S e n a t o r  D r u e  P e a r c

RE: S B  2 4 9  " A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  I n d u s t r i a l
D e v e l o p m e n t  a n d  E x p o r t  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 . "

D A T E :  A p r i l  3, 1 9 8 9

I r e q u e s t  t h a t  y o u  s c h e d u l e  a h e a r i n g  f o r  S e n a t e  B i l l  2 4 9  
b e f o r e  t h e  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e .

T h e  p u r p o s e  o f  t h i s  l e g i s l a t i o n  ( a n d  i t s  c o m p a n i o n  b i l l  C S H B  
123) i s  t o  p r o m o t e  e m p l o y m e n t  t h r o u g h  r e s o u r c e  d e v e l o p m e n t  
p r o j e c t s  u s i n g  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  
A u t h o r i t y .

A t t a c h e d  is a p a c k e t  o f  i n f o r m a t i o n  o r i g i n a l l y  p r e p a r e d  b y  
A I D E A  t o  e x p l a i n  C S H B  123. S i n c e  t h e  t w o  b i l l s  a r e  i d e n t i c a l ,  

t h e  i n f o r m a t i o n  i s  e q u a l l y  r e l e v a n t  t o  S B  249.

I f  y o u  h a v e  q u e s t i o n s ,  y o u  m a y  f e e l  f r e e  t o  c a l l  me.

DP: j f



STATE OF ALASKA
1989 LEGISLATIVE SESSION

REQUEST:

BILL VERSION: _

PUBLISH DATE;.

SB 249

F I S C A L  N O T E

Revision Date: __

Title A I P E T

Agency Affected: Commerce & Econ. Dev,

BR U:_____________AI PE A_________________

Sponsor: _ 

Requester:

Senator Pearce

Senate Labor & Commerce
Components:

EXPENDITURES I REVENUES : (Thousands of Dollars)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 rY 94

P E R S O N A L  SERVICES

TRAVEL

C O N T R A C T U A L

SUPPLIES

EQUIPMENT

L A N D  & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

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

CAPITAL -0- -0- -0- -0- -0- i -0-

RE VE NUE i -0- -0- -0- -0- -0- ! -0-

FUNDING: (Thousands of dollars)

G E N E R A L  FU N D 1

FEDERAL F U N D S

OTHER 1

TOTAL -0- -0- -0- -0- -0- -0-

POSITIONS:

FULLTIME -0- -0- -0- -0- -0- -0-

PARTTIME ! 1
1

T E M P O R A R Y t '

ANALYSIS: (Attach a separate page if necessary.)

Existing staffing and budget of the Authority will be utilized to 

implement legislation. The primary focus of the Authority will shift 

from commercial/service sector financing to primary basic industries.

Prepared by: Bert Waqnon. Executive Director Phone: 279-1651

D i v i s i o n -  Alaska Industrial development & Export A u t h o r i t y n a t P -( fa 4/3/89

Approved by Commissioner: Larry Merculieffjf Commissioner Phone:____  465-2500

Agency: Department of Commerce & Economic Development Date: j j j ! ^

Distribution (by preparer):

Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget

impacted Agencydesi page 1 of _ L

mm0080p/040489b



O FFIC E  OF THE A TTO R N EY G EN ERAL

D E P A R T M E N T  O F  L A W

April 19, 1989

H o n o r a b l e  J a n  F a i k s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P. O .  B o x  V  
J u n e a u ,  A K  9 9 3 1 1

Re: SB 2 4 9  -- r e l a t i n g  to t h e
A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  
a n d  E x p o r t  Authority-

D e a r  S e n a t o r  F a i k s :

B e r t  W a g n o n ,  E x e c u t i v e  D i r e c t o r  o f  t h e  A l a s k a  I n d u s t r i ­
al  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  ( A I D E A ) , r e q u e s t e d  t h i s  o f ­
f i c e  to r e s p o n d  to y o u  r e g a r d i n g  t h e  m e a n i n g  o f  sec. 9 o f  S B  249. 
T h a t  s e c t i o n  p u r p o r t s  to p u t  b o n d h o l d e r s  o n  n o t i c e  t h a t  t h e  a u ­
t h o r i t y  h a s  a m o r a l  o b l i g a t i o n  to r e q u e s t  t h e  s t a t e  to a s s i s t  in 
t h e  r e p a y m e n t  o f  b o n d s  o f  A I D E A  o n l y  f o r  b o n d s  i s s u e d  b e f o r e  J a n ­
u a r y  1, 1 9 8 9 .  U n d e r  e x i s t i n g  l a w  b o n d h o l d e r s  a r e  g u a r a n t e e d  t h a t  
t h e  s t a t e  w i l l  c o n s i d e r  a p p r o p r i a t i n g  a m o u n t s  t o  t h e  a u t h o r i t y  i f  
t h e  b o n d  r e s e r v e  f u n d  b a l a n c e  d r o p s  t o  a l e v e l  t h a t  w o u l d  n o t  

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

T h e  a m e n d m e n t  s e t  o u t  i n  sec. 9 d o e s  n o t  c h a n g e  t h e  
e f f e c t  o f  t h e  r e c o g n i t i o n  o f  a m o r a l  o b l i g a t i o n  c o n v e y e d  b y  s t a t ­
u t e  to b o n d s  s o l d  b e f o r e  t h e  e f f e c t i v e  d a t e  o f  t h e  b i l l .  E x i s t ­
i n g  b o n d s  a r e  b a s e d  o n  c o n t r a c t s  m a d e  b e t w e e n  A I D E A  a n d  t h e  
b o n d h o l d e r s .  T h e  l e g i s l a t u r e  l a c k s  t h e  p o w e r  to e n a c t  a l a w  t h a t  
i m p a i r s  c o n t r a c t s .  A l a s k a  C o n s t ,  ar t .  I, 5 15. T h i s  c o n s t i t u ­
t i o n a l  l i m i t a t i o n  is i m p l e m e n t e d  b y  t h e  e n a c t m e n t  o f  A S  0 1 . 1 0 , -  
1 0 0 , w h i c h  p r o v i d e s  in p e r t i n e n t  p a r t :

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

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

STEVE C O W  PER, G O V E R N O R

REPL Y TO:

D  1031 W 4in AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501-1994 
PHONE: (907) 276-3550

□ 1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701-4679

P.O. BOX K— STATE CAPITOL 
JUNEAU. ALASKA 99811-0300 
PHONE: (907) 465-3600



Re: S B  2 4 9  -- r e  A I D E A

I t  is a l s o  w o r t h  n o t i n g  t h a t  t h e  s e c t i o n  d o e s  n o t  p r o ­
h i b i t  h o l d e r s  o f  f u t u r e  b o n d s  i s s u e d  b y  A I D E A  f r o m  s e e k i n g  r e l i e f  
f r o m  t h e  s t a t e  i n  t h e  e v e n t  o f  a d e f a u l t .  T h e r e  w o u l d  b e  a l l e g a ­
t i o n s  o f  d i r e  c o n s e q u e n c e s  t c  t h e  s t a t e ' s  c r e d i t  r a t i n g  i f  t h e  
s t a t e  f a i l s  to b a i l  o u t  t h e  a u t h o r i t y .  S e c t i o n  9 ij i n t e n d e d  to 
e n t i r e l y  d e l e t e  a n y  a s s u r a n c e  o f  a m o r a l  o b l i g a t i o n  to r e p a y  
A I D E A  b o n d h o l d e r s  f o r  b o n d s  i s s u e d  a f t e r  t h e  e f f e c t i v e  d a t e  o f  
t h e  b i l l .  T h i s  w a s  p r o p o s e d  b y  A I D E A  so t h a t  a b o n d h o l d e r  w o u l d  

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

b y  t h e  a s s e t s  o f  A I D E A .

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

S i n c e r e l y  y o u r s ,

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

By:
J-dmes L. B a l d w i n  

A s s i s t a n t  A t t o r n e y  G e n e r a l

J L B / p j  g

c.c: A r t h u r  H. P e t e r s o n
A s s i s t a n t  A t t o r n e y  G e n e r a l  
D e p a r t m e n t  o f  L a w  - J u n e a u

B e r t r a m  M, W a g n o n  

E x e c u t i v e  D i r e c t o r  
A I D E A  - A n c h o r a g e



ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

 Vr *  -------------------------------------------------------------

1577 "C" STREET • SUITE 304 • ANCHORAGE, ALASKA 99501-5177 • (907) 274-1651

April 20, 1989

The Honorable Jan Faiks 
Alaska State Legislature 
P.O. Box V
Juneau, Alaska. 99811

Thank you for furnishing me a copy of your proposed amendment to SB 249. 
My reading of the amendment is that its net effect would be a "wash" 
transaction for the Authority. An offer would be made to those borrowers 
who had loans at banks that were closed by the FDIC and whose loans were 
subsequently purchased by the Authority. Should this amendment become 
law, it would be my intention to draft a regulation that would provide 
for notification of each such impacted borrower and give the borrower a 
period of time (say, 3 months) to make their decision.

I have noted this amendment is retroactive to January 1, 1988, and you 
may wish to consider adding Federal Savings and Loan Insurance 
Corporation to cover closed S & L's and offer these borrowers the same 
option as FDIC closed banks.

If there is anything I can do please let me know.

Sincerely,

Dear

Bertram L. Wagnon 
Executive Director

BLW/ss



S E N A T E  B I L L  

2 4 9

" A n  A c t  R e l a t i n g  t o  t h e  A l a s k a  I n d u s t r i a l  

D e v e l o p m e n t  a n d  E x p o r t  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 . "
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A L A S K A  I N D U S T R I A L  

D E V E L O P M E N T  A N D  E X P O R T
A U T H O R I T Y



T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  

E x p o r t  A u t h o r i t y

P R O M O T E S  E M P L O Y M E N T  T H R O U G H  F I N A N C I N G

S i n c e  1 9 8 1 ,  A u t h o r i t y  F i n a n c i n g  h a s  r e s u l t e d  in a n  e s t i m a t e d  1 3 , 5 8 2  jobs 

a n d  8 0 4  projects w i t h  a  v a l u e  of $ 8 7 1 , 9 3 2 , 2 3 0 .

Employm ent 
per Region

Projects 
per Region

Dollar Value 
per Region

Northern 437 27 30,535,250

Interior 1,480 91 99,875,250

Southwest 788 41 52,095,250

Anchorage 7,178 422 458,710,805

Southcentral 1,804 135 97,815,500

Southeast 1,895 85 135,100,000

T o t a l 13,582 804 871,932,230



HOW WILL 
SENATE BILL 249 

FURTHER THE AUTHORITY'S 
EFFORTS IN  PROMOTING 

RESOURCE DEVELOPMENT ?



T h e  A u t h o r i t y  will b e  a b l e  to o w n ,  operate, o r  c o n s t r u c t  facilities 

solely,
by partnership, 
by joint venture,
or through other agreements with persons for shared 

ownership.

E x a m p l e :

T o  e n h a n c e  d e v e l o p m e n t  o f  t h e  B e l u g a  coal fields, a  

c o m m o n  t r a n s p o r t a t i o n  s y s t e m  accessible b y  all lease 

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

project. F i n a n c i n g  a n d / o r  partial o w n e r s h i p  w i t h  t h e  l e ase 

h o l d e r s  i n  this c o m m o n  s y s t e m  c o u l d  r e d u c e  t h e  costs o f  m o v i n g  

t h e  coal to t i d e w a t e r .

T h e  A u t h o r i t y  will b e  a b l e  to p r o v i d e  financial s u p p o r t  i n  t h e  f o r m  o f  

loans,
guarantees, 
equity investments.

E x a m p l e :

I n  r e f e r e n c e  to t h e  B e l u g a  C o a l  Fields, t h e  A u t h o r i t y  c o u l d  

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

interest in t h e  coal t r a n s p o r t a t i o n  s y s t e m  i n  c o n j u n c t i o n  w i t h  

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

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

e a c h  project will b e  different a n d  p r e s e n t  u n i q u e  p r o b l e m s  to 

o v e r c o m e .



I n  a d d i t i o n  to t h e s e  c u r r e n t  s t a t u t o r y  b o n d i n g  limitations:

The A u th o rity cannot issue bonds in  a to ta l amount over $400 m illio n 
du ring a 12 m onth period'.

The A u th o rity cannot issue bonds fo r a pa rticu la r pro ject w ith in  a 12 
m onth period over $50 m illio n .

P ro ject bonds over $6 m illio n requ ire location approval from  the c ity or 
borough where the pro ject w ill be located.

P ro ject bonds over $10 m illio n requ ire a pub lic hearing as w e ll as 
m un ic ipa l approval.

In  a ll cases, the A u th o rity m ust fin d  th a t;

The pro ject is econom ically advantageous to the S tate and 
pub lic welfare.

The pro ject app lican t is fin a n c ia lly responsible.

Increased demand on public u tilitie s  w ill be satisfied.

The pro ject w ill provide or re ta in employment reasonably 
re la ted to the am ount o f A u th o rity financing.

The pro ject is feasible enough to repay the bonds or loans.

The bond issuance w ill no t adversely affect the m a rke ta b ility o f 
other sta te bonds.

S e n a t e  Bill 2 4 9  p r o p o s e s  t h e  following:



T h e  A u t h o r i t y  c a n  i s s u e  b o n d s  u p  t o  $ 2 5  

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

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

t o  $ 1 0  m i l l i o n  c u r r e n t l y .

T h e  S t a t e ' s  m o r a l  o b l i g a t i o n  o n  a n y  f u t u r e  

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

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

o r i g i n a t o r  i s  i n c r e a s e d  f r o m  1 0 %  t o  2 0 % .

T h e  A u t h o r i t y  c a n  r e g u l a t e  c o n d i t i o n s  w h e r e  

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

p a r t i c i p a t i o n s  f r o m  a  f i n a n c i a l  i n s t i t u t i o n  a s  

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



T h e  A u t h o r i t y  will b o  ab l e  to utilize asse t s  in p u r s u i n g  t h e  p r o m o t i o n  o f  

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

The revolving fund is comprised o f two p rim a ry accounts: the Enterprise 
Development Account and the Economic Development Account. The Ente rprise 
Development account is u tilized fo r da ily operations and obligations o f the 
A u th o rity and the Economic Development Account is u tilized for major 
development projects like Red Dog. A ll accounts are independent and monies 
cannot be transfered between accounts.

T H E  R E V O L V I N G  F U N D

E c o n o m i c  D e v e l o p m e n t  A c c o u n t
Capital R e s e r v e  Account 

Sustaining Capital Account 

Operation & Ma in ten an ce Ac co unt 

Construction R e v e n u e  Account 

Project E c o n o m i c  D e v e l o p m e n t  Account

l l i l l l !  E n t e r p r i s e  D e v e l o p m e n t  A c c o u n t
Capital R e s e r v e  Account 

Business Assistance Ac c o u n t  

L o a n  Collection Account 

Investment Ac co unt

P r o p o s e d :  

"Pool" all t h e  n o n - p r o m i s e d  m o n i e s  o f  b o t h  m a j o r  a c c o u n t s  t o g e t h e r  to 

f u n c t i o n  a s  a  g e n e r a l  fund.



S e n a t e  Bill 2 4 9  p r o p o s e s  t h e  foll o w i n g  c h a n g e s  to t h e  A u t h o r i t y’s 

C o m m e r c i a l  B u s i n e s s  L o a n  P r o g r a m  to effectively m a r k e t  t h e  p r o g r a m  

to b a n k i n g  institutions.

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

7 0 %  t o  8 0 % .

T h e  g u a r a n t e e  w i l l  c o v e r  $ 1  m i l l i o n  o r  l e s s ,  a s  

o p p o s e d  t o  g u a r a n t e e i n g  a  l o a n  o f  $ 1  m i l l i o n  o r  l e s s .

T h e  A u t h o r i t y  i s  g i v e n  t h e  p o w e r  t o  p a y  l i q u i d a t i o n  

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

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

The changes proposed in this legislation will not require additional funding.



SECTIONAL ANALYSIS

Senate Bill 249 
"An Act Relating to the Alaska Industrial Development 

and Export Authority; and providing for an effective date"

DISCUSSION:

The purpose of this legislation is to further the Alaska Industrial 
Development and Export Authority's efforts in promoting employment through 
resource development projects. The Authority has historically functioned as 
a correspondent to Alaskan banks, financing real estate mortgages in the 
service sector of the economy. This legislation is an attempt to redirect 
the Authority's efforts to achieve the goal of increased employment through 
primary sector industrial development. This redirection is an attempt to 
create new jobs and promote population growth within the State. This in turn 
will provide assistance to the service sector which currently is suffering 
from a lack of demand.

The congressional changes to the tax code in 1986 significantly altered the 
type of projects that can be financed with the proceeds of tax-exempt bonds. 
The only projects currently eligible are manufacturing plants (through 
December 31, 1989) and certain facilities referred to as "exempt
facilities." Financing for airports, docks, and wharves is still available 
if the project is owned by a governmental entity. This change in the tax law 
has reduced the attractiveness and demand for Authority tax-exempt financing.

The definition of a development project in AS 44.88.900(9)(A) limits 
Authority ownership. The current definition stresses the primary resource 
industries, and accentuates transportation and infrastructure associated with 

those projects.

This legislation does not eliminate the essential framework whereby the 
Authority acts as a correspondent to Alaskan banks. The current banking 
situation has curtailed many of the existing banks correspondent 
relationships. It is critical that the Authority remain as an institute 
correspondent during these cifficult times.

Pursuant to its purpose, all provisions of the bill accomplish at least one 

of the following four objectives.

1. Increase efforts in promoting resource development projects.

2. Amend existing statutes to allow utilization of the Authority's 
assets In pursuing the promotion of development projects.

3. Conform existing statutes to the 1986 Tax Act.

4. Reorganize, refine, and consolidate statutes of the Authority.



.

Sectional Analysis
Page Two

Section 1. AS 44.88.010(a)(9):

Three changes are made in this section: two deletions of dated

language that is no longer applicable, and an addition allowing the 
Authority to participate in different types of ownership.

The deletions conform state law to the federal law changes made as 

a result of the 1986 Tax Reform Act.

The addition defines the necessary relationship possibilities 
between the Authority and other persons or entities. Each project 
will face unique problems, and flexibility is needed to address and 
overcome them. Without this flexibility, the Authority's 
effectiveness in promoting resource development projects will be 
limited.

Section 2. AS 44.88.010(c):

There are two changes in this section: the addition that sets
forth the Authority's scope of providing financial support for or 
with various persons or entities, and the deletion removes language 
that is unnecessary and could be viewed as applying only to exports.

Section 3. AS 44.88.060:

The two additions in this section establish the scope of the
revolving fund. The revolving fund is currently made up of two 
separate accounts: the Enterprise Development Account where loans
are originated and financed through banks, and the Economic
Development Account designated for major development projects. The
additions allow the Authority to create additional accounts within 
the unrestricted accounts of the revolving fund, and transfer
monies between accounts subject to bond-holder agreements. The 
investment powers are moved into the revolving fund, allowing it to 
function as the general fund and be invested in accordance with 

Title 37.

Section 4. AS 44.88.070:

The ‘addition in this section sets forth the Authority's scope of 
owning and operating development projects: solely or by
partnership, joint venture, or other agreement with another 
person. This definition is necessary as the projects contemplated 
will require the flexibility to deal with different forms of 

ownership and operation.



Sectional Analysis
Page Three

Section 5. AS 44.88.080(14):

The two additions in this seel.ion broaden and conform the 
Authority’s scope of powers with regard to development projects 
that are not standardized.

Section 6. AS 44.88.090(a):

The deletion in this section removes language that is unnecessary 

in this legislation as proposed.

Section 7. AS 44.88:

This addition creates a new section, 44.88.095, BONDING 
LIMITATIONS. It consolidates all the Authority's statutory 
limitations regarding the issuance of bonds into one section. The 
provisions do not change and are merely moved from another section 
with one exception; the Authority will have the ability to issue 
bonds up to $25 million as opposed to $10 million to assist in the 
financing or operation of a development project without prior 
legislative approval. Local approval is still required under this 
section.

Section 8. AS 44.88.105(a):

The deletion in this section eliminates the ceiling on bonds 
regarding the establishment of capital reserve funds. It also 
eliminates the state's moral obligation to supplement a capital 
reserve fund created after January 1, 1989 should it ever fall 
below the required amount.

With this elimination of moral obligation, bonds of the Authority 
issued after January 1, 1989, will stand on their own and do not 
contingently obligate the State in any form whatsoever. Si' 1981 
all bonds have had the benefit of the State's moral obligation. It 
is now appropriate that the Authority stand on its own financially 
with respect to future bond issues. Of course, the Authority's 
bonds that are already outstanding and were issued with the moral 
obligation will continue to have that benefit.

Section 9. AS 44.88.105(d):

This addition is in conjunction with the changes of section 8 and 
sets forth the date, January 1, 1989, after which no additional 

moral obligation bonds could be issued.



Sectional Analysis
Page Four

Section 10. AS 44.88.155(b):

The change in this section allows the Authority to establish 
accounts within the enterprise development account considered 
appropriate by the Authority.

Section 11. AS 44.88.155(c)

The deletion in this section i3 in conjunction with the changes in 
section 3, it simply move3 the investment powers into the revolving 
fund.

Section 12. AS 44.88.155(d):

There are two changes and one deletion in this section.

The first change allows the Authority to participate in the 
financing of projects that previously have been beyond the 
Authority's financial scope. Increasing the loan limit on a 
project from $10 million to $25 million will allow the Authority to 
participate in larger projects strictly as a correspondent. 
Several tourism-related projects have been beyond the $10 million
limit. This change would allow Authority participation in these
projects.

The second change requires that the principle amount cf a loan held 
by the originator be increased from 10% to 20% as long as the loan 
is outstanding. This would promote caution when banks contemplate 
selling their loans to the Authority. They will be responsible for
holding a more significant portion of the credit and hopefully act
accordingly.

The deletion will allow the Authority to become active in 
purchasing the guaranteed portion of federal SBA loans from banks. 
The revised investment statute, AS. 37.10.071, will permit the 
Authority to invest its funds in the guaranteed portion of federal 
SBA loans once the program restrictions are removed from statute. 
This flexibility is essential. The SBA modifies its program 
periodically, and casting the program in statute does not provide 
enough flexibility to maintain a market presence in these 

guarantees.

Section 13. AS 44.88.165:

The statute regarding loan delinquencies is repealed and 
reenacted. It allows the Authority to regulate conditions whereby 
it may discontinue purchase of loan participations from a financial 
institution because of excessive loan delinquencies. This revision 
is necessary to allow more financial institutions to participate in 

the authority's loan programs.



Sectional Analysl.3
Page Five

Section 14. AS 44.88.172(a):

The additions to thio flection eatabliah the Economic Development 
Account within the Revolving Fund. They aet forth the scope for 
which the Economic Development Account will be used.

The changes to the following three sections affect the Authority's commercial 
business loan guarantee program. These changes are necessary to make thin 
program more marketable to banking institutions.

Section 15. AS 44.88.535(b):

The guaranteed portion of the loan is increased from 70% to 80% 

Section 16. AS 44.88.545:

The guaranty will cover $1 million or less, as opposed to 
guaranteeing a loan of $1 million or less.

Section 17. AS 44.88,560:

The Authority is given the power to pr 
collateral securing loans that are guar/’ 
the Authority considers it to be in its

Section 18. AS 44.88.900(4):

This section clarifies the definiti of "development" project by 
referring to the resource deve.' ment oriented plants and 
facilities described in the defir. <:ion of "project," including 
transportation related facilities as set forth in section 19.

Section 19. AS 44.88.900(9):

There is one addition and deletion in this section. The addition 
includes certain transportation facilities in the definition of a 
project, while the deletion eliminates the obsolete language from 

the tax code prior to the 1986 Tax Reform Act.

Section 20. Repealed statutes:

AS 44.88.090(g), 44.88.160, 44.88.172(c), 44.88.175, and 44.88.176 
are reenacted in substantially the same form and placed in Section 

6, Bonding Limitations.

AS 44.88.090(i) is repealed to allow the Authority to issue bonds 

after January 1, 1990.

■on costs of 
..ikx.. program when 

.erest to do so.



Section Analysis
Page Six

AS 44.88.105(e) and (g) relate to the moral obligation provisions, 
that under this legislation, would terminate on January 1, 3989. 
The provisions of 44.88.105(e) duplicate those added by section 10, 

AS 44.88.155(d)(7)(A) of this legislation.

AS 44.88.157 creates a loan insurance account and permits the 
Authority to insure loan3 purchased under its general financing 
provisions. This section i3 unnecessary because it has not been 

used since its inception.

AS 44.88.159(c), 44.88.212(a), and 44.88.900(3) refer to AS
44.88.158, the small business enterprise loan account that is 
repealed under this legislation.

AS 44.88.158 provides authority that is already given in the 
investment powers (AS 37.10.071) in the revolving loan fund.

The deletion in section 10, page 8, line 10 will allow the 
Authority to become active once again in. purchasing the guaranteed 
portion of federal SBA loans from bank3. The revised investment 
statute, AS 37.1O.071, will permit the Authority to invest its 
funds in the guaranteed portion of federal SBA loans once the 
program restrictions are removed from statute. This flexibility is 
essential. The SBA modifies its program periodically, and casting 
the program i'\ statute does not provide enough flexibility to 
maintain a market presence in these guarantees.

AS 44.88.172(b) does not allow use of the Authority's assets for 
resource development projects and is repealed.

Section 21:

This section provides for an immediate effective date.



I n t r o d u c e d :  3 / 3 1 / 8 9
R e f e r r e d :  L a b o r  a n d  C o m m e r c e

a n d  F i n a n c e

6 - 1 1 4 3 A

1 I N  T H E  S E N A T E  B Y  P E A R C E

2  S E N A T E  B I L L  N O .  2 4 9

3  I N  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

4  S I X T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5  A  B I L L

6  F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  t h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t

7 a n d  E x p o r t  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

8  d a t e . "

9  B E  I T  E N A C T E D  B Y  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 :

1 0  *  S e c t i o n  1 .  A S  4 4 . 8 8 . 0 1 0 ( a ) ( 9 )  i s  a m e n d e d  t c  r e a d :

1 1  ( 9 )  t h e  a c h i e v e m e n t  o f  t h e  g o a l  o f  f u l l  e m p l o y m e n t ,  a n d  o f

1 2  e s t a b l i s h m e n t  a n d  c o n t i n u i n g  o p e r a t i o n  a n d  d e v e l o p m e n t  o f  i n d u s t r i a l ,

1 3  m a n u f a c t u r i n g ,  e x p o r t ,  s m a l l  b u s i n e s s ,  a n d  b u s i n e s s  e n t e r p r i s e s  i n  t h e

1 4  s t a t e  [ ,  I N C L U D I N G ,  W I T H O U T  L I M I T A T I O N ,  F A C I L I T I E S  F O R  T R A N S P O R T A T I O N ,

1 5  F A C I L I T I E S  F O R  P O L L U T I O N  C O N T R O L  A N D  W A S T E  D I S P O S A L ,  F A C I L I T I E S  F O R

1 6  T H E  L O C A L  F U R N I S H I N G  O F  G A S ,  F A C I L I T I E S  F O R  W A T E R ,  F A C I L I T I E S  F O R

1 7  I N D U S T R I A L  P A R K S ,  M A S S  C O M M U T I N G  V E H I C L E S ,  F A C I L I T I E S  F O R  L O C A L  D I S -

1 8  T R I C T  H E A T I N G  O R  C O O L I N G ,  P A R K I N G  F A C I L I T I E S ,  O R  A  S T O R A G E  O R  T R A I N I N G

1 9  F A C I L I T Y  R E L A T I N G  T O  A  P L A N T  O R  F A C I L I T Y , ]  w i l l  b e  a c c e l e r a t e d  a n d

2 0  f a c i l i t a t e d  b y  t h e  c r e a t i o n  o f  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  w i t h

2 1  p o w e r s  t o  i n c u r  d e b t ,  t o  o w n  a n d  o p e r a t e  f a c i l i t i e s ,  t o  e n t e r  i n t o

2 2  p a r t n e r s h i p ,  j o i n t  v e n t u r e ,  a n d  o t h e r  a g r e e m e n t s  w i t h  o t h e r  p e r s o n s

2 3  w i t . i  r e s p e c t  t o  t h e  o w n e r s h i p ,  o p e r a t i o n ,  o r  c o n s t r u c t i o n  o f  f a c i l -

2 4  i t i e s ,  a n d  t o  m a k e  a n d  i n s u r e  l o a n s  t o  f i n a n c e ,  a n d  t o  a s s i s t  p r i v a t e

2 5  l e n d e r s  t o  m a k e  l o a n s  t o  f i n a n c e ,  t h e  e s t a b l i s h m e n t ,  o p e r a t i o n ,  a n d

2 6  d e v e l o p m e n t  o f  i n d u s t r i a l ,  m a n u f a c t u r i n g ,  e x p o r t ,  s m a l l  b u s i n e s s ,  a n d

2 7  b u s i n e s s  e n t e r p r i s e s  [ ,  I N C L U D I N G ,  W I T H O U T  L I M I T A T I O N ,  F A C I L I T I E S  F O R

2 8  T R A N S P O R T A T I O N ,  F A C I L I T I E S  F O R  P O L L U T I O N  C O N T R O L  A N D  W A S T E  D I S P O S A L ,

2 9  F A C I L I T I E S  F O R  T H E  L O C A L  F U R N I S H I N G  O F  G A S ,  F A C I L I T I E S  F O R  W A T E R ,
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I F A C I L I T I E S  F O R  I N D U S T R I A L  P A R K S ,  M A S S  C O M M U T I N G  V E H I C L E S ,  F A C I L I T I E S

2 F O R  L O C A L  D I S T R I C T  H E A T I N G  O R  C O O L I N G ,  P A R K I N G  F A C I L I T I E S ,  O R  A  S T O R ­

3 A G E  O R  T R A I N I N G  F A C I L I T Y  R E L A T I N G  T O  A  P L A N T  O R  F A C I L I T Y ] ;

4 *  S e c .  2 .  A S  4 4 . 8 8 . 0 1 0 ( c )  i s  a m e n d e d  t o  r e a d :

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

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

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

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

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

1 0 e q u i t y  i n v e s t m e n t s ,  o r  o t h e r  m e t h o d s  p r o v i d e r  a  t h i s  c h a p t e r ,  f o r  o r

1 1 i n  c o o p e r a t i o n  w i t h ,  o r  t h r o u g h  j o i n t  v e n t u r e ,  p a r t n e r s h i p ,  o r  o t h e r

1 2 a g r e e m e n t s  w i t h ,  p u b l i c  [ F E D E R A L ,  S T A T E , ]  a n d  p r i v a t e  i n s t i t u t i o n s

1 3 [ F O R  T H E  P U R P O S E  O F  I N C R E A S I N G  T H E  E X P O R T  O F  A L A S K A  G O O D S ,  T A L E N T ,  R A W

1 4 M A T E R I A L S , A N D  S E R V I C E S ] .

1 5 *  S e c .  3 .  A S  4 4 . 8 8 . 0 6 0  i s  a m e n d e d  t o  r e a d :

1 6 S e c .  4 4 . 8 8 . 0 6 0 .  A L A S K A  I N D U S T R I A L  D E V E L O P M E N T  A N D  E X P O R T  A U T H ­

1 7 O R I T Y  R E V O L V I N G  F U N D .  T h e  A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t

1 8 A u t h o r i t y  r e v o l v i n g . f u n d  i s  e s t a b l i s h e d  i n  t h e  a u t h o r i t y .  T h e  r e v o l v ­

1 9 i n g  f u n d  c o n s i s t s  o f  a p p r o p r i a t i o n s  m a d e  t o  t h e  r e v o l v i n g  f u n d  b y  t h e

2 0 l e g i s l a t u r e ,  m o n e y  o r  o t h e r  a s s e t s  t r a n s f e r r e d  t o  t h e  r e v o l v i n g  f u n d

2 1 b y  t h e  a u t h o r i t y ,  a n d  u n r e s t r i c t e d  p a y m e n t s  o n  l o a n s  m a d e  o r  p u r c h a s e d

2 2 b y  t h e  a u t h o r i t y .  U n l e s s  o t h e r w i s e  e x p r e s s l y  s t a t e d ,  t h e  a c c o u n t s

2 3 c r e a t e d  i n  t h i s  c h a p t e r  a r e  a c c o u n t s  i n  t . i e  r e v o l v i n g  f u n d .  T h e

2 4 a u t h o r i t y  m a y  c r e a t e  a d d i t i o n a l  a c c o u n t s  e i t h e r  i n  t h e  r e v o l v i n g  f u n d

2 5 o r  o u t s i d e  t h e  r e v o l v i n g  f u n d .  S u b j e c  t o  a g r e e m e n t s  m a d e  w i t h  t h e

2 6 h o l d . r s  o f  t h e  a u t h o r i t y ' s  b o n d s  o r  w i t h  o ,  h e r  p e r s o n s ,  t h e  a u t h o r i t y

2 7 m a y  t r a n s f e r  a m o u n t s  i n  a n  a c c o u n t  i n  t h e  r e v o l v i n g  f u n d  t o  a n o t h e r

2 8 a c c o u n t  i n  t h e  r e v o l v i n g  f u n d .  A m o u n t s  d e p o s i t e d  i n  t h e  r e v o l v i n g

2 9 f u n d  m a y  b e  p l e d g e d  t o  t h e  p a y m e n t  o f  b o n d s  o f  t h e  a u t h o r i t y  o r  e x -
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1 p e n d e d  f o r  t h e  p u r p o s e s  o f  t h e  a u t h o r i t y  u n d e r  t h i s  c h a p t e r .  T h e

2  a u t h o r i t y  h a s  t h e  p o w e r s  a n d  r e s p o n s i b i l i t i e s  e s t a b l i s h e d  i n  A S  3 7 . -

3  1 0 . 0 7 1  w i t h  r e s p e c t  t o  t h e  i n v e s t m e n t  o f  a m o u n t s  h e l d  i n  r e v o l v i n g

A f u n d .

5  *  S e c .  A .  A S  A A . 8 a . 0 7 0 ( 2 )  i s  a m e n d e d  t o  r e a d :

6  ( 2 )  o w n i n g  a n d  o p e r a t i n g , e i t h e r  s o l e l y  o r  b y  p a r t n e r s h i p .

7  j o i n t  v e n t u r e ,  o r  o t h e r  a g r e e m e n t  w i t h  a n o t h e r  p e r s o n , t h e  e n t e r p r i s e s

8  a n d  o c h e r  f a c i l i t i e s  d e s c r i b e d  i n  A S  A A . 8 8 . 1 7 2 ;

9  *  S e c .  5 .  A S  A A . 8 8 . 0 8 0 ( 1 A ) i s  a m e n d e d  t o  r e a d :

1 0  ( 1 4 )  t o  a c q u i r e ,  m a n a g e ,  a n d  o p e r a t e  p r o j e c t s , a n d  t o  e n t e r

1 1  i n t o  a g r e e m e n t s  w i t h  o c h e r  p e r s o n s  f o r  s h a r e d  o w n e r s h i p ,  o p e r a t i o n ,  o r

1 2  c o n s t r u c t i o n  o f  p r o j e c c s ,  a s  t h e  a u t h o r i t y  c o n s i d e r s  n e c e s s a r y  o r

1 3  a p p r o p r i a t e  t o  s e r v e  a  p u b l i c  p u r p o s e  o r  t o  e x e r c i s e  i t s  p o w e r s  u n d e r

1 A  t h i s  c h a p t e r ;

1 5  *  S e c .  6 .  A S  A A . 8 8 . 0 9 0 ( a )  i s  a m e n d e d  t o  r e a d :

1 6  ( a )  T h e  [ S U B J E C T  T O  ( g )  O F  T H I S  S E C T I O N ,  T H E ]  a u t h o r i t y  m a y

1 7  b o r r o w  m o n e y  a n d  m a y  i s s u e  b o n d s ,  i n c l u d i n g  b u t  n o t  l i m i t e d  t o  b o n d s

1 8  o n  w h i c h  t h e  p r i n c i p a l  a n d  i n t e r e s t  a r e  p a y a b l e

1 9  ( 1 )  e x c l u s i v e l y  f r o m  t h e  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  m o n e y

2 0  d e r i v e d  f r o m  t h e  p r o j e c t  o r  d e v e l o p m e n t  p r o j e c t  f i n a n c e d  w i t h  t h e

2 1  p r o c e e d s  o f  t h e  b o n d s  o r  d e r i v e d  f r o m  t h e  e x p o r t e r  o r  e x p o r t i n g  t r a n s -

2 2  a c t i o n  f i n a n c e d ,  g u a r a n t e e d ,  o r  i n s u r e d  w i t h  t h e  p r o c e e d s  o f  t h e

2 3  b o n d s ;

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

2 5  d e r i v e d  f r o m  d e s i g n a t e d  p r o j e c t s  o r  d e v e l o p m e n t  p r o j e c t s  o r  o t h e r

2 6  s o u r c e s  w h e t h e r  o r  n o t  t h e y  a r e  f i n a n c e d ,  i n s u r e d ,  o r  g u a r a n t e e d  i n

2 7  w h o l e  o r  i n  p a r t  w i t h  t h e  p r o c e e d s  o f  t h e  b o n d s ;  o r

2 8  ( 3 )  f r o m  i a s  i n c o m e  a n d  r e c e i p t s  o r  o t h e r  a s s e t s  g e n e r a l l y ,

2 9  o r  a  d e s i g n a t e d  p a r t  o r  p a r t s  o f  t h e m .
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1 *  S e c .  7 .  A S  A A . 8  8  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

2  S e c .  A A . 8 8 . 0 9 5 .  B O N D I N C  L I M I T A T I O N S .  ( a )  T h e  a u t h o r i t y  m a y  n o t

3  i s s u e  b o n d s  i n  a  1 2 - m o n t h  p e r i o d  i n  a n  a m o u n t  t h a t  e x c e e d s

A $ A 0 0 , 0 0 0 , 0 0 0 .

:« ( b )  T h e  a u t h o r i t y  m a y  n o t  i s s u e  r e v e n u e  b o n d s ,  o t h e r  t h a n  r e -

6  f u n d i n g  b o n d s ,  t o  p u r c h a s e  a  l o a n  f o r  a  p r o j e c t  u n d e r  A S  A A . 8 8 . 1 5 5  -

7 A A . 8 8 . 1 5 9 ,  t o  a c q u i r e  a  d e v e l o p m e n t  p r o j e c t  o r  a n  i n t e r e s t  i n  a  d e v e l -

8  o p m e n t  p r o j e c t  u n d e r  A S  A A . 8 8 . 1 7 2  - A 4 . 8 8 . 1 7 7  o r  t o  p r o v i d e  m o n e y  t o

9  f i n a n c e ,  g u a r a n t e e ,  o r  i n s u r e  a n  e x p o r t i n g  t r a n s a c t i o n  u n d e r  A S  A A . -

1 0  8 8 . 3 0 0  - A A . 8 8 . 3 9 0  i n  a n  a m o u n t  g r e a t e r  t h a n  $ 5 0 , 0 0 0 , 0 0 0  d u r i n g  a n y

1 1  1 2 - m o n t h  p e r i o d  u n l e s s  t h e  i s s u a n c e  i s  i n c l u d e d  s e p a r a t e l y  i n  t h e

1 2  e s t i m a t e s  r e q u i r e d  i n  t h e  r e p o r t  o f  t h e  a u t h o r i t y  u n d e r  A S  A 4 . 8 8 . -

1 3  2 1 0 ( b )  a n d  u n l e s s  t h e  l e g i s l a t u r e ,  b y  l a w ,  a p p r o v e s  t h e  i s s u a n c e .

1 A  ( c )  B e f o r e  e n t e r i n g  i n t o  a  l e a s e  o r  o t h e r  a g r e e m e n t  u n d e r

1 5  A S  A A . 8 8 . 0 9 0 ( e )  r e g a r d i n g  a  p r o j e c t  f o r  w h i c h  t h e  a u t h o r i t y  a g r e e s  t o

1 6  i s s u e  b o n d s  i n  a n  a m o u n t  i n  e x c e s s  o f  $ 6 , 0 0 0 , 0 0 0 ,  t h e r e  m u s t  b e  f i l e d

1 7  w i t h  t h e  a u t h o r i t y  a  c e r t i f i e d  c o p y  o f  a  r e s o l u t i o n  o f  t h e  g o v e r n i n g

1 8  b o d y  o f  t h e  p o l i t i c a l  s u b d i v i s i o n  o f  t h e  s t a t e ,  i f  a n y ,  i n  w h i c h  t h e

1 9  p r o j e c t  i s  t o  b e  l o c a t e d ,  c o n s e n t i n g  t o  t h e  l o c a t i o n  o f  t h e  p r o j e c t .

2 0  T h e  c o n s e n t  n e e d  o n l y  r e f e r  t o  t h e  g e n e r a l  n a t u r e  o f  t h e  p r o j e c t

2 1  u l t i m a t e l y  t o  b e  a c q u i r e d ,  a s  s e t  o u t  i . .  j a  r e q u e s t  o f  t h e  p r o p o s e d

2 2  p r o j e c t  a p p l i c a n t .  B e f o r e  e n t e r i n g  i n t o  a  l e a s e  o r  o t h e r  a g r e e m e n t

2 3  u n d e r  A S  A A . 8 8 . 0 9 0 ( e )  r e g a r d i n g  a  p r o j e c t ,  t h e  a u t h o r i t y  s h a l l  f i n d ,

2 4  o n  t h e  b a s i s  o f  a l l  i n f o r m a t i o n  r e a s o n a b l y  a v a i l a b l e  t o  i t ,  t h a t

2 5  ( 1 )  t h e  p r o j e c t  a n d  i t s  d e v e l o p m e n t  u n d e r  t h i s  c h a p t e r  w i l l

2 6  b e  e c o n o m i c a l l y  a d v a n t a g e o u s  t o  t h e  s t a t e  a n d  t h e  g e n e r a l  p u b l i c

2 7  w e l f a r e  a n d  w i l l  c o n t r i b u t e  t o  t h e  e c o n o m i c  g r o w t h  o f  t h e  s t a t e ;

2 8  ( 2 )  t h e  p r o j e c t  a p p l i c a n t  i s  f i n a n c i a l l y  r e s p o n s i b l e ;

2 9  ( 3 )  p r o v i s i o n  t o  m e e t  i n c r e a s e d  d e m a n d  u p o n  p u b l i c  f a c i l i -

SB 2 4 9  -A- S B 0 2 4 9 a



' rfVT)?< 7 ^ ■  ?y?sr w  A^?^»y<:T^^rcg^3wro>y^jjjiiwM^»iMwjWMB(|wp

.

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

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

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

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

5 i t i c s  a n d  o t h e r  r e l e v a n t  f a c t o r s .

6  ( d )  B e f o r e  a d o p t i n g  a  r e s o l u t i o n  a p p r o v i n g  a  p r o j e c t  t o  b e

7 f i n a n c e d  u n d e r  A S  A A . B 8 . 1 7 2  f o r  w h i c h  b o n d s  m u s t  b e  i s s u e d ,  t h e  a u -

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

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

L O  ( c ) ( 1 )  - ( A )  o f  t h i r  s e c t i o n ,  a n d  a l s o  f i n d  t h a t

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

1 2  a n d  a b l e  t o  p r o d u c e  r e v e n u e  a d e q u a t e  t o  r e p a y  t h e  b o n d s  o r  l o a n s  w i t h

1 3  w h i c h  i t  i s  f i n a n c e d ;

1 A  ( 2 )  t h e  p r o j e c t  c o m p l i e s  w i t h  a p p l i c a b l e  l a w ;  a n d

1 5  ( 3 )  i s s u a n c e  o f  t h e  b o n d s  i s  n o t  e x p e c t e d  t o  a d v e r s e l y

1 6  a f f e c t  t h e  a b i l i t y  o f  t h e  s t a t e  o r  a n y  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

1 7  s t a t e  t o  m a r k e t  o t h e r  b o n d s .

1 8  ( e )  B e f o r e  e n t e r i n g  i n t o  a n  a g r e e m e n t  t o  f i n a n c e  o r  t o  d e v e l o p  r

1 9  p r o p o s e d  p r o j e c t  w i t h  a  c o s t  i n  e x c e s s  o f  $ 1 0 , 0 0 0 , 0 0 0  f i n a n c e d  u n d e r

2 0  A S  A A . 8 8 . 1 7 2  f o r  w h i c h  b o n d s  m u s t  b e  i s s u e d ,  t h e  a u t h o r i t y  s h a l l

2 1  o b t a i n  t h e  a p p r o v a l  o f  e a c h  R e g i o n a l  R e s o u r c e  A d v i s o r y  C o u n c i l

2 2  a p p o i n t e d  u n d e r  A S  A A . 8 8 . 1 7 A  o r  m u n i c i p a l i t y  i n  t h e  a r e a  i n  w h i c h  t h e

2 3  p r o p o s e d  p r o j e c t  i s  t o  b e  l o c a t e d .  A p p r o v a l  u n d e r  t h i s  s u b s e c t i o n

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

2 5  o r  o f  t h e  g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y .  B e f o r e  c o n s i d e r i n g  a

2 6  r e s o l u t i o n  r e g a r d i n g  t h e  a p p r o v a l  o r  r e j e c t i o n  o f  t h e  d e v e l o p m e n t  o r

2 7  f i n a n c i n g  o f  a  p r o p o s e d  p r o j e c t  u n d e r  t h i s  s u b s e c t i o n ,  a  R e g i o n a l

2 8  R e s o u r c e  A d v i s o r y  C o u n c i l  s h a l l  c o n d u c t  a  p u b l i c  h e a r i n g  i n  t h e

2 9  r e g i o n .  I f  a  p r o p o s e d  p r o j e c t  i s  l o c a t e d  i n  a  m u n i c i p a l i t y ,  t h e
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g o v e r n i n g  b o d y  o f  t h e  m u n i c i p a l i t y  s h a l l  c o n d u c t  a  h e a r i n g  o n  t h e

p r o p o s e d  p r o j e c t .

( f )  W i t h o u t  p r i o r  l e g i s l a t i v e  a p p r o v a l ,  t h e  a u t h o r i t y  m a y  n o t

i s s u e  b o n d s  i n  a n  a m o u n t  g r e a t e r  t h a n  $ 2 5 , 0 0 0 , 0 0 0  t o  a s s i s t  i n  t h e

f i n a n c i n g  o f  a  d e v e l o p m e n t  p r o j e c t  u n d e r  A S  A A . 8 8 . 1 7 2  - A A . 8 8 . 1 7 7 .

*  S e c .  8 .  A S  A A . 8 8 . 1 0 5 ( a )  i s  a m e n d e d  t o  r e a d :

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

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

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

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

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

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

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

e n h a n c e  t h e  m a r k e t a b i l i t y  o f  t h e  b o n d s  [ ,  A N D  I F  T H O S E  C O S T S  O F  A  

P R O J E C T ,  A S  D E F I N E D  I N  A S  A A . 8 8 . 9 0 0 ,  W H I C H  A R E  T O  B E  F I N A N C E D  W I T H  T H E  

P R O C E E D S  O F  T H E  B O N D S ,  D O  N O T  E X C E E D  $ 1 0 , 0 0 0 , 0 0 0 ] .  M o n e y  i n  a  c a p i t a l  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

A *  S e c .  9 .  A S  A A . 8 8 . 1 0 5 ( d )  i s  a m e n d e d  t o  r e a d :

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

6  s e c t i o n  o n  o r  b e f o r e  J a n u a r y  1 .  1 9 8 9 ,  t h e  [ T H E ]  c h a i r m a n  o f  t h e

7 a u t h o r i t y  s h a l l  a n n u a l l y ,  n o  l a t e r  t h a n  J a n u a r y  2 ,  c e r t i f y  i n  w r i t i n g

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

9  r e s t o r e  t h e  [ A ]  c a p i t a l  r e s e r v e  f u n d  t o  t h e  c a p i t a l  r e s e r v e  f u n d

1 0  r e q u i r e m e n t .  T h e  l e g i s l a t u r e  m a y  a p p r o p r i a t e  t o  t h e  a u t h o r i t y  t h e

1 1  a m o u n t  c e r t i f i e d  b y  t h e  c h a i r m a n  o f  t h e  a u t h o r i t y .  T h e  a u t h o r i t y

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

1 3  f i s c a l  y e a r  i n  t h e  p r o p e r  c a p i t a l  r e s e r v e  f u n d .  N o t h i n g  i n  t h i s

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

1 5  *  S e c .  1 0 .  A S  A A . 8 8 . 1 5 5 ( b )  i s  a m e n d e d  t o  r e a d :

1 6  ( b )  T h e  a u t h o r i t y  m a y  e s t a b l i s h  i n  t h e  e n t e r p r i s e  d e v e l o p -

1 7  m e n t  a c c o u n t  t h e  [ A  S M A L L  E N T E R P R I S E  L O A N  A C C O U N T ,  A  L O A N  I N S U R A N C E

1 8  A C C O U N T ,  A N D  O T H E R ]  a c c o u n t s  i t  c o n s i d e r s  a p p r o p r i a t e .

1 9  *  S e c .  1 1 .  A S  A A  3 8 . 1 5 5 ( c )  i s  a m e n d e d  t o  r e a d :

2 0  ( c )  M o n e y  a n d  o t h e r  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t

2 1  m a y  b e  u s e d  t o  s e c u r e  b o n d s  o f  t h e  a u t h o r i t y  i s s u e d  t o  f i n a n c e  t h e

2 2  p u r c h a s e  o f  l o a n s  f o r  p r o j e c t s  [ A N D  S H A L L  B E  H E L D  A N D  I N V E S T E D  B Y  T H E

2 3  A U T H O R I T Y  I N  A C C O R D A N C E  W I T H  A S  3 7 . 1 0 . 0 7 1 ]  o r  s h a l l  b e  u s e d  t o  p u r -

2 A  c h a s e  l o a n s  f o r  p r o j e c t s .

2 5  *  S e c .  1 2 .  A S  A A . 8 8 . 1 5 5 ( d )  i s  a m e n d e d  t o  r e a d

2 6  ( d )  A  l o a n  p u r c h a s e d  i n  w h o l e  o r  i n  p a r t  b y  t i i e  a u t h o r i t y  w i t h

2 7  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t  o r  w i t h  p r o c e e d s  o f  b o n d s

2 8  s e c u r e d  b y  a s s e t s  o f  t h e  e n t e r p r i s e  d e v e l o p m e n t  a c c o u n t ,  o t h e r  t h a n  a

2 9  l o a n  w h i c h  i s  f i n a n c e d  w i t h  t h e  p r o c e e d s  o f  b o n d s  o f  t h e  a u t h o r i t y  a n d
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s e c u r e d  o n l y  b y  a  p r o j e c t  a p p l i c a n t  o r  a  p r o j e c t ,

( 1 )  m a y  n o t  e x c e e d  $ 2 5 , 0 0 0 , 0 0 0

[ ( A )  $ 1 0 , 0 0 0 , 0 0 0 ;  O R

( B )  $ 5 0 0 , 0 0 0  I F  T H E  L O A N  I S  P U R C H A S E D  U N D E R  A S  A A . 8 8 . -

158];

( 2 )  m a y  n o t  e x c e e d  t h e  c o s t  o f  t h e  p r o j e c t  o r  7 5  p e r c e n t  o f  

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

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

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

( 3 )  m a y  n o t  b e  f o r  a  t e r m  l o n g e r  t h a n  t h r e e - q u a r t e r s  o f  t h e  

a u t h o r i t y ' s  e s t i m a t e  o f  t h e  l i f e  o f  t h e  p r o j e c t  o r  2 5  y e a r s  f r o m  t h e

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

( A )  s h a l l  c o n t a i n  c o m p l e t e  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s ­

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

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

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

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

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

t h e  a u t h o r i t y  p r e s c r i b e s ;

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

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

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

t h e  b o r r o w e r ;

( 7 )  m a y  n o t  b e  m a d e  u n l e s s

( A )  a t  l e a s t  2 0  [ 1 0 ]  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t

o f  t h e  l o a n  i s  r e t a i n e d  b y  t h e  o r i g i n a t o r  o f  t h e  l o a n  a s  l o n g  j i s

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

( B )  1 0 0  p e r c e n t  o f  t h e  p r i n c i p a l  a m o u n t  o f  t h e  l o a n  i s

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

2  ( 8 )  m u s t  h e

3 ( A )  [ A T  L E A S T  P A R T I A L L Y  C l I A R A N T E E D  B Y  T H E  U N I T E D

4  S T A T E S  O R  A N  A C E N C Y  O R  I N S T R U M E N T A L I T Y  O F  T H E  U N I T E D  S T A T E S ,

5  S U B J E C T  T O  T H E  P R O V I S I O N S  O F  A S  4 4 . 8 8 . 1 5 8 ;

6  (13)  ]  f i n a n c e d  f r o m  t h e  p r o c e e d s  o f  b o n d s ;  o r

7 ( B )  [ ( C ) ]  e x p e c t e d  b y  t h e  a u t h o r i t y  t o  b e  f i n a n c e d

8  f r o m  t h e  p r o c e e d s  o f  b o n d s .

9  *  S e c .  1 3 .  A S  4 4 . 8 8 . 1 6 5  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

1 0  S e c .  4 4 . 8 8 . 1 6 5 .  D E L I N Q U E N T  L O A N S .  T h e  a u t h o r i t y  s h a l l  a d o p t

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

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

1 3  s i v e  d e l i n q u e n c i e s  a m o n g  t h e  l o a n s  p r e v i o u s l y  p u r c h a s e d  b y  t h e  a u t h o r -

1 4  i t y  f r o m  t h e  f i n a n c i a l  i n s t i t u t i o n .  I n  a d o p t i n g  t h e  r e g u l a t i o n s ,  t h e

1 5  a u t h o r i t y  m u s t  c o n s i d e r  t h e  a u t h o r i t y ' s  d e l i n q u e n c y  e x p e r i e n c e  w i t h

1 6  l o a n s  i t  u r c h a s e d  f r o m  a l l  f i n a n c i a l  i n s t i t u t i o n s .  T h e  a u t h o r i t y  m a y

1 7  i n c l u d e  i n  t h e  r e g u l a t i o n s  o t h e r  r e m e d i e s  i t  c o n s i d e r s  a p p r o p r i a t e  a s

1 8  a l t e r n a t i v e s  t o  t h e  d i s c o n t i n u a n c e  o f  p u r c h a s i n g  l o a n s  f r o m  t h e  f i n a n -

1 9  c i a l  i n s t i t u t i o n .

2 0  *  S e c .  1 4 .  A S  4 4 . 8 8 . 1 7 2 ( a )  i s  a m e n d e d  t o  r e a d :

2 1  ( a )  T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  i s  e s t a b l i s h e d  i n  t h e

2 2  r e v o l v i n g  f u n d .  T h e  e c o n o m i c  d e v e l o p m e n t  a c c o u n t  c o n s i s t s  o f  m o n e y  o r

2 3  a s s e t s  a p p r o p r i a t e d ,  l o a n e d ,  o r  t r a n s f e r r e d  t o  t h e  a u t h o r i t y  f o r

2 4  d e p o s i t  i n  t h e  a c c o u n t  [ , ]  a n d  o t h e r  m o n e y  o r  a s s e t s  d e p o s i t e d  i n  t h e

2 5  a c c o u n t  b y  t h e  a u t h o r i t y .  W h i l e  m o n e y  i s  o n  d e p o s i t  i n  t h e  e c o n o m i c

2 6  d e v e l o p m e n t  a c c o u n t ,  t h e  m o n e y  [ T H E  A C C O U N T ]  m a y  b e  u s e d  o n l y  t o

2 7  f i n a n c e ,  a c q u i r e ,  m a n a g e ,  a n d  o p e r a t e  d e v e l o p m e n t  p r o j e c t s  t h a t  t h e

2 8  a u t h o r i t y  i n t e n d s  t o  o w n  a n d  o p e r a t e  e i t h e r  s o l e l y  o r  b y  p a r t n e r s h i p ,

2 9  j o i n t  v e n t u r e ,  o r  o t h e r  a g r e e m e n t  w i t h  a n o t h e r  p e r s o n .  T h e  t e r m
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1 " o p e r a t e "  i n c l u d e s  o p e r a t i o n  d i r e c t l y  b y  t h e  a u t h o r i t y  [ , ]  o r  by a n

2  a g e n t  o f  t h e  a u t h o r i t y .

3 *  S e c .  1 5 .  A S  4 4 . 8 8 . 5 3 5 ( b )  i s  a m e n d e d  t o  r e a d :

4  ( b )  T h e  a u t h o r i t y  m a y  p r o v i d e  a  g u a r a n t e e  f r o m  t h e  f u n d  f o r  u p

5  t o  8 0  [ 7 0 ]  p e r c e n t  o f  a  l o a n  t h a t  q u a l i f i e s  u n d e r  A S  4 4 . 8 8 . 5 0 0  -

G 4 4 . 8 8 . 5 9 9 .  T h e  r a t i o  o f  t h e  g u a r a n t e e  t o  t h e  o u t s t a n d i n g  p r i n c i p a l  o f

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

8  *  S e c .  1 6 .  A S  4 4 . 8 8 . 5 4 5  i s  a m e n d e d  t o  r e a d :

9  S e c .  4 4 . 8 8 . 5 4 5 .  L I M I T A T I O N S  O F  G U A R A N T E E S  W I T H  R E S P E C T  T O

1 0  B O R R O W E R S .  T h e  a u t h o r i t y  m a y  n o t  p r o v i d e  a  g u a r a n t e e

1 1  ( 1 )  [ A  L O A N ]  o f  m o r e  t h a n  $ 1 , 0 0 0 , 0 0 0 ;

1 2  ( 2 )  [ L O A N S ]  t o  a n  i n d i v i d u a l  b o r r o w e r  t h a t  c u m u l a t i v e l y

1 3  e x c e e d s  [ E X C E E D ]  $ 1 , 0 0 0 , 0 0 0  o f  g u a r a n t e e d  i n d e b t e d n e s s .

1 4  *  S e c .  1 ' .  A S  4 4 . 8 8 . 5 6 0  i s  a m e n d e d  t o  r e a d :

1 5  S e c . . 4 4 . 8 8 . 5 6 0 .  P O W E R S  O F  T H E  A U T H O R I T Y .  T h e  a u t h o r i t y  m a y

1 6  ( 1 )  a d o p t  r e g u l a t i o n s  t o  i m p l e m e n t  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . -

1 7  5 9 9 ;

1 8  ( 2 )  e s t a b l i s h  t e r m s  a n d  c o n d i t i o n s  f o r  l o a n  g u a r a n t e e s  a n d

1 9  r e f i n a n c i n g  a g r e e m e n t s  s u b j e c t  t o  t h e  r e q u i r e m e n t s  o f  A S  4 4 . 8 8 . 5 0 0  -

2 0  4 4 . 8 8 . 5 9 9 ;

2 1  ( 3 )  m a k e  a n d  e x e c u t e  c o n t r a c t s  a n d  o t h e r  i n s t r u m e n t s  t o

2 2  - i m p l e m e n t  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 ;

2 3  ( 4 )  c h a r g e

2 4  ( A )  [ ( i ) ]  o n e  p e r c e n t  o f  t h e  a m o u n t  g u a r a n t e e d  f o r  t h e

2 5  s e r v i c e  i t  p r o v i d e s  u n d e r  A S  4 4 . 8 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 ;  a n d

2 6  ( B ) [ ( i i ) ]  a n y  o t h e r  r e a s o n a b l e  f e e  t h a t  t h e  a u t h o r i t y

2 7  m a y  e s t a b l i s h  b y  r e g u l a t i o n ;

2 8  ( 5 )  a c q u i r e  r e a l  o r  p e r s o n a l  p r o p e r t y  b y  p u r c h a s e ,

2 9  • t r a n s f e r ,  o r  f o r e c l o s u r e  w h e n  t h e  a c q u i s i t i o n  i s  n e c e s s a r y  t o  p r o t e c t
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)

1 a n  i n t e r e s t  i n  t h e  f u n d ;  a n d

2  ( 6 )  e x e r c i s e  a n y  o t h e r  p o w e r  n e c e s s a r y  t o  i m p l e m e n t  A S  4 4 . -

3 0 8 . 5 0 0  - 4 4 . 8 8 . 5 9 9 j .

4  ( 7 )  t c  t h e  e x t e n t  t h e  a u t h o r i t y  c o n s i d e r s  i t  t o  b e  i n  i t s

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

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

7  g u a r a n t e e d  b y  t h e  b u s i n e s s  a s s i s t a n c e  f u n d .

8  *  S e c .  1 8 .  A S  4 4 . 8 8 . 9 0 0 ( 4 )  i s  r e p e a l e d  a n d  r e e n a c t e d  t o  r e a d :

9  ( 4 )  " d e v e l o p m e n t  p r o j e c t "  h a s  t h e  m e a n i n g  g i v e n  t o  " p r o j -

1 0  e c t "  i n  ( 9 ) ( A )  o f  t h i s  s e c t i o n ;

1 1  *  S e c .  1 9 .  A S  4 4 . 8 8 . 9 0 0 ( 9 )  i s  a m e n d e d  t o  r e a d :

1 2  ( 9 )  " p r o j e c t "  m e a n s

1 3  ( A )  a  p l a n t  o r  f a c i l i t y  u s e d  o r  i n t e n d e d  f o r  u s e

1 4  [ ( i ) 3  i n  c o n n e c t i o n  w i t h  m a k i n g ,  p r o c e s s i n g ,  p r e -

1 5  p a r i n g ,  t r a n s p o r t i n g , o r  p r o d u c i n g  i n  a n y  m a n n e r ,  g o o d s ,

1 6  p r o d u c t s ^  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e  o r  i n  c o n n e c -

1 7  t i o n  w i t h  d e v e l o p i n g  o r  u t i l i z i n g  a  n a t u r a l  r e s o u r c e ,  o r

1 8  e x t r a c t i n g ,  s m e l t i n g ,  t r a n s p o r t i n g ,  c o n v e r t i n g ,  a s s e m b l i n g ^

1 9  o r  p r o d u c i n g  i n  a n y  m a n n e r ,  m i n e r a l s ,  r a w  m a t e r i a l s ,  c h e m i -

2 0  c a l s ,  c o m p o u n d s ,  a l l o y s ,  f i b e r s ,  c o m m o d i t i e s  a n d  m a t e r i a l s ,

2 1  p r o d u c t s ^  o r  s u b s t a n c e s  o f  a n y  k i n d  o r  n a t u r e ;

2 2  [  ( i i ) A S  A N  I N D U S T R I A L  P A R K ;  I N  C O N N E C T I O N  W I T H

2 3  T R A N S P O R T A T I O N ;  F O R  T H E  P R E V E N T I O N ,  L I M I T A T I O N  O R  C O N T R O L  O F

2 4  P O L L U T I O N ;  F O R  T H E  D I S P O S A L  O F  S E W A G E  O R  S O L I D  W A S T E ;  F O R

2 5  T H E  L O C A L  F U R N I S H I N G  O F  G A S ;  F O R  T H E  F U R N I S H I N G  O F  W A T E R ;  A S

2 6  O R  I N  C O N N E C T I O N  W I T H  M A S S  C O M M U T I N G  V E H I C L E S ;  F O R  L O C A L

2 7  D I S T R I C T  H E A T I N G  O R  C O O L I N G ;  A S  A  P A R K I N G  F A C I L I T Y ;  O R  A S  A

2 8  S T O R A G E  O R  T R A I N I N G  F A C I L I T Y  D I R E C T L Y  R E L A T E D  T O  A  P L A N T  O R

2 9  F A C I L I T Y  D E S C R I B E D  I N  T H I S  P A R A G R A P H ; ]

s B 0 2 4 9 a  - 11 -  S B  2 4 9



1 ( B )  - a  p l a n t  o r  f a c i l i t y  u s e d  o r  i n t e n d e d  f o r  u s e  i

2  c o n n e c t i o n  w i t h  a  b u s i n e s s  e n t e r p r i s e ;

3 ( C )  c o m m e r c i a l  a c t i v i t y  b y  a  s m a l l  e n t e r p r i s e ;

4  *  S e c .  2 0 .  A S  4 4 . 3 8 . 0 9 0 ( g ) ,  4 4 . 8 8 . 0 9 0 ( i ) ,  4 4 . 8 8 . 1 0 5 ( e ) ,  4 4 . 8 8 . 1 0 5 ( g )

5 44.88.157, 44.88.158, -44.88.159(c), 44.88.1G0, 44.88.172(b), 44.88.172(c)

6  4 4 . 8 3 . 1 7 5 ,  4 4 . 8 8 . 1 7 6 ,  4 4 . 8 8 . 2 1 2 ( a ) ,  a n d  4 4 . 8 8 . 9 0 0 ( 3 )  a r e  r e p e a l e d .

7 *  S e c .  2 1 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

S B  2 4 9 - 1 2 - SB0249a



Alaska Environmental Lobby, Inc.
P .O . B o x  2 2 1 5 1  J u n e a u ,  A la s k a  9 9 8 0 2 9 0 7  463-3366

GENERAL CONCERNS WITH HB 123 / SB249 --AIDEA

The Alaska Environmental Lobby has the following concerns :

1 The findings required before AIDEA enters into a lease or other
agreement lack consideration of a) potential land use conflicts and b) 

c .vironmental, social, and economic concerns.

2 A local hearing is required only if the project exceeds $10,000,000.

3 No legislative review is required on projects under $25,000,000.

As a land use planner, I am aware that potential land use conflicts are
tied to the nature of a proposed development. People can be brought 
together to create win-win solutions that work for all parties by 
incorporating provisions for local review and land use conflict 
resolution. This is particularly important in Alaska where many areas 

do not have land use ordinances.

Requirements for local hearings and provisions in the bill for the • 
consideration of land use and other social, economic, and environmental 
concerns need not be a stumbling block to economic development. These • 
provisions pave the way for resource development which is compatible 
with the community and the environment. This balanced approach avoids 
potential litigation and public relations problems. It ensures that 
future funds will not be spent for mitigating environmental damage and 
that envij.onmental degredation will not impact existing industry within 
the area.

We believe that the $25,000,000 threshold for legislative review is t^.o 

high. Projects much smaller than that may involve major public poli..; 
decisions .

We appreciate your consideration of these issues.

Becky Achten 4-14-89

KNh< C R O U P * ALASKA CHAPTER. S' ERAA CLUB • . UNEAU GROUP, SIERRA CLUB • SITKA GROUP SIERRA CLUB

KNIK KANOERS AND KAYAKERS



REPEALERS

This section is deleted and reinacted under bond limitations. 

(g)(1) becomes 44.88.095(a) with a technical change only. The 

language in (g)(1) equates to $400 million when the litany of 

bond authorization is followed back to enactment in 1980. As 

time progresses, this gets increasingly difficult to do and as a 

simplification the $400 million is now directly stated in the CS.

(g)(2) is moved and becomes AS 44.88.095(b)

AS 44.88.090(i)

This language is deleted and with the adoption of the amendments 

to the CS will appear as a new section (g) on page 6, line 6, on 

the CS with the one change being instead of reading "1990" it 

will read "1991."

AS 44.88.105(e)

This section is repealed as it is no longer necessary. The CS

provides on page 8, line 26, that 20% of a loan be retained by

the originator.

AS 44.88.105(g)

This section is repealed as it is no longer necessary. The CS

provides on page 6, line 5, that a project in excess of $10

million requires legislative approval.

AS 44.88.i57

This section is repealed in its entirety and not reinacted in 

the CS. The loan insurance sections were written in 1980 and 

have never been utilized. At the time of the original drafting 

it was believed possible that to sell Authority bonds the 

Authority must insure its loans (self-insure) as well as pledge 

its credit. This proved unnecessary in the marketplace.

AS 44.88.158

This repeals the S.B.A. purchase program from statute and its 

attendant restrictions. The rationale for this repeal is that 

the state's investment statutes now provide that the 

governmental portion of S.B.A. loans can be purchased with 

Authority funds (AS 37.10.071). The Authority will be allowed 

to purchase that portion guaranteed by the U.S. Government with 

this repealer.

AS 4 4 . 8 8 . 0 9 0 ( g )



Some as AS 44.88.158 (removing from statute restrictions on the 

S.B.A. purchase program).

AS 44.88.160

This section is repealed and reinacted in the CS on page 4 under 

bonding limitations. The one exception is AS 44.88.160(5) which 

is deleted in that it says the same thing as AS 44.88.160(1).

AS 44.88.172(b)

This is deleted as the CS sets up a revolving fund on page 2, 

line 23, and all accounts become part of the revolving fund.

AS 44.88.172(c)

This is repealed and covered by page 6, line 6, concerning 

legislative approval (same as AS 44.88.090(i)).

AS 44.88.175

This is now contained on page 4, line 3, Bonding Limitations.

AS 44.88.176

This is relocated to the section on bonding limitations 

beginning on page 4, line 3.

AS 44.88.212(a)

Deleted as it deals with the S.B.A. purchase program.

AS 44.88.900(3)

Deleted as it deals with the S.B.A. purchase program.

AS 4 4 . 8 8 . 1 5 9 ( c )

BW/wfd0338q
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S e n a t o r  Dick Ellason 

R o o m  4 1 7 ,  Capitol 

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

D e a r  S e n a t o r  Ellason,

Y o u r  s u p p o r t  of S e n a t e  Dill 2 4 9  to e x p a n d  the authority a n d  the flexibility 

of the A l a s k a  Industrial D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  is needed. T h i s  

Pill e n h a n c e s  the o p p o r t u n i t y  for A l a s k a  to facilitate m o r e  r e s o u r c e  b a s e d  

financings w h i c h  c o uld c r e a t e  t h o u s a n d s  of n e w  j o b s  a n d  help diversify 

our e c o n o m y .  A n y  c o m m e n t s  or s u g g e s t i o n s  o n  h o w  I c o uld help the 

a d m i n i s t r a t i o n  o n  this bill w o u l d  b e  appreciated.

Y / h

Allan R. J o h Q £ b o n

Regional M a n a g e r

“ P e o p l e  S e r v i n g  P e o p l e "
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T1 I li . Department of
r- v r \T >  r '  v  Busmen Adm inistration
U L U K G fc  (202)676-611 j
WASHINGTON
U N I V E R S I T Y

School o f  Government a n d  Ruitneti Adm inistration  /  WaUtin.eion, D.C. 26052

Mr. A l l a n  R. J o h n s t o n  
V i c e  P r e s i d e n t  
W e d b u s h  S e c u r i t i e s  
1 0 0 9  C u s h m a n  S t r e e t  
F a i r b a n k s ,  A l a s k a  9 9 7 0 1

A p r i l  22, 1 9 8 8

D e a r  Mr. J o h n s t o n :

T h a n k  y o u  f o r  y o u r  l e t t e r  of M a r c h  4, a s  w e l l  as t h e  
r e f e r e n c e  m a t e r i a l s  o n  o i l  a n d  o t h e r  c o m m o d i t y - i n d e x e d  b o n d  
i s s u e s .  I a m  s o r r y  t h a t  I a m  l a t e  i n  c o m m e n t i n g  o n  y o u r  i d e a s  
b e c a u s e  o f  m y  l o n g  t r i p  to L o n d o n ,  M a n i l a  a n d  S e o u l  o v e r  a s i x -  
w e e k  p e r i o d .

I a m  v e r y  e n t h u s i a s t i c  a b o u t  t h e  p r o s p e c t  o f  A l a s k a  t o  be 
m o r e  a c t i v e  i n  i n t e r n a t i o n a l  t r a d e  a n d  f i n a n c e  as p a r t  o f  its  
m o v e  t o w a r d  d i v e r s i f y i n g  i t s  e c o n o m i c  b a s e  b o t h  in t e r m s  of 
i n d u s t r y  a n d  g e o g r a p h y .  S i n c e  A l a s k a  is a b u n d a n t l y  e n d o w e d  w i t h  
n a t u r a l  r e s o u r c e s  s u c h  as o i l ,  n a t u r a l  gas, t i m b e r  a n d  o t h e r  
m i n e r a l  d e p o s i t s ,  i t  w o u l d  b e  i d e a l  f o r  A l a s k a n  e n t i t i e s  to f l o a t  
c o m m o d i t y - b a s e d  b o n d  i s s u e s  o n  i n t e r n a t i o n a l  m a r k e t s .

F o r  e x a m p l e ,  b o n d  i s s u e s  l i n k e d  w i t h  o i l  o r  o t h e r  A l a s k a n  
c o m m o d i t e s  w o u l d  h a v e  s e v e r a l  a d v a n t a g e s :

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

2. I t  w o u l d  s e r v e  as a p a r t i a l  h e d g i n g  m e c h a n i s m  f o r  A l a  ku 
a g a i n s t  t h e  f l u c t u a t i o n  i n  t h e  market, p r i c e s  o f  t h e s e  
c o m m o d i t i e s .

3. I t  w o u l d  s p r e a d  t h e  n a m e  o f  A l a s k a  i n  i n t e r n a t i o n a l  
f i n a n c i a l  m a r k e t s  a n d  i n d i r e c t l y  p r o m o t e  m o r e  i n v e s t o r  i n t e r e s t  
i n  t h e  S t a t e  o f  A l a s k a .

4. F i n a l l y ,  s u c h  e x p e r i m e n t  w o u l d  i n c r e a s e  t h e  f i n a n c i a l  
m a r k e t  e x p e r t i s e  o f  A l a s k a n  f i n a n c i a l  i n s t i t u t i o n s .

F o r  t h e  a b o v e  r e a s o n s ,  I s t r o n g l y  s u p p o r t  t h e  i d e a  o f  
f l o a t i n g  c o m m o d i t y - i n d e x e d  b o n d s  b y  A l a s k a n  p u b l i c  a n d  p r i v a t e  
s e c t o r  a g e n c i e s  i n v o l v e d  i n  n a t u r a l  r e s o u r c e  d e v e l o p m e n t  in 
A l a s k a .  P l e a s e  k e e p  m e ‘p o s t e d  o n  f u r t h u r  d e v e l o p m e n t s  t h e r e .

S i n c e r e l y  y o u r s ,
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School of Management 
Michael L. Rice, Dean

U n iv e r s it y  o f  A l a s k a  Fa ir b a n k s  
Faifoanks, Alaska 99775

M r. A l l a n  R . J o h n s t o n  
R e g i o n a l  M a n a g e r  
W e d b u s h  S e c u r i t i e s  
714 F o u r t h  A v e n u e  
F a i r b a n k s  A l a s k a  99701

D e a r  A l l a n ,

1 h a v e  j u s t  r e a d  y o u r  r e p o r t : O il  In d e x e d  B o n d  C o n c e p t  . T h e  c o n c e p t  i s  a 
s o u n d  o n e .  C l e a r l y  E a s t  A s i a n  c o u n t r i e s  s u c h  a s  J a p a n  h a v e  a  v e r y  r e a l  
i n t e r e s t  i n  a s s u r i n g  l o n g - r u n  a c c e s s  to  p e t r o l e u m  r e s o u r c e s  a t  r e a s o n a b l e  
c o s t .  O u r  p r o b l e m ,  j u s t  a s  c l e a r l y ,  i s  o n e  o f  a s s u r i n g  l o n g - r u n  m a r k e t s  f o r  
A l a s k a ' s  p e t r o l e u m  r e s e r v e s  a n d  a t  r e a s o n a b l e  m a r g i n s .  T h i s  i s  a  p e r f e c t  
o p p o r t u n i t y  f o r  a  n e w  f i n a n c i a l  i n s t r u m e n t  to  r e d u c e  t h e  h i g h  v o l a t i l i t y  o f  o i l  
p r i c e s  f o r  b o t h  p a r t i e s .

T h e  im p l i c a t i o n s  o f  m a k i n g  a  m a r k e t  i n  t h e  n e w  i n s t r u m e n t  f o r  t h e  
d e v e l o p m e n t  o f  A m c h o r a g e  a s  a  m a j o r  i n t e r n a t i o n a l  f i n a n c i a l  c e n t e r  a r e  b o t h  
i n t e r e s t i n g  a n d  p o s s i b l e .  T h i s  w o u l d  b e  a  b e n e f i t  t o  A l a s k a  q u i t e  a b o v e  a n d  
b e y o n d  t h e  o b v i o u s  g o o d  f i n a n c i a l  e f f e c t s  o n  o u r  o i l- b a s e d  r e v e n u e .

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

S i n c e r e l y ,

M i c h a e l  L . R ic e ,  D e a n  
S c h o o l  o f  M a n a g e m e n t
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February 25, 1.988

M r. A l l a n  R . J o h n s t o n  
V i c e  P r e s i d e n t  
Wedbush S e c u r i t i e s ,  I n c .
.1009 Cushman S t r e e t  
. - a i r b a n k s , A la s k a  99701

D ea r  A l l a n :

Th a n k  y o u  f o r  f o r w a r d in g  t o  me a c o p y  o f  D r .  P a r k ’ s  p a p e r  " A d v a n c in g  
A l a s k a ’ s S t r a t e g i c  P o s i t i o n  i n  I n t e r n a t i o n a l  T r a d e  and F i n a n c e "  a s  w e l l  a s  
y o u r  id e a s  f o r  an o i l - i n d e x e d  bond..

A l t h o u g h  y o u r  p r o p o s a l  i s  s t i l l  i n  i t s  i n f a n c y ,  1 b e l i e v e  y o u r  id e a s  
d e f i n i t e l y  m e r i t  f u r t h e r  c o n s i d e r a t i o n .  I f  A la s k a  i s  g o in g  t o  d e v e l o p  as  an 
e c o n o m i c  hub o£  t h e  P a c i f i c  Rim, a f i n a n c i a l  s e r v i c e  c e n t e r  s u c h  as t h e  one  
p r o p o s e d  i n  D r ,  P a r k ' s  p a p e r  would be a good  s t e p  i n  t h i s  d i r e c t i o n .

W i th  r e s p e c t  t o  y o u r  i d e a  o f  a n  o i l - i n d e x e d  bond  I b e l i e v e  t h a t  s u c h  an 
i n s t r u m e n t  may a l s o  h a ve  p o t e n t i a l .  You w i l l  h a v e  t o  d e v e l o p  t h i s  id e a  
f u r t h e r ,  th o u g h ,  w i t h  r e p r e s e n t a t i v e s  from  t h e  f i n a n c i a l  co m m u n ity .  I  w o u ld  
l i k e  t o  be k e p t  in fo r m e d  o f  y o u r  e f f o r t s  in  t h i s  r e g a r d .  I  a p p r e c i a t e  y o u r  
i n t e r e s t  i n  e x p l o r i n g  new id e a s  t h a t  may .lead t o  th e  d i v e r s i f i c a t i o n  o f  

■Alaska’ s  econom y,

O n ce  a g a i n ,  th a n k  y o u  f o r  t a k in g  t h e  t im e  t o  s h a r e  y o u r  id e a s  w i t h  me.

S i n c e r e l y ,

F r tm k  11,. M urkow sk i 
U n i t e d  S t a t e s  S e n a t o r
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0 > 7 0 7

June 9, 1988

Allan R. Johnston 

Wedbush Securities, Inc.

714 Fourth Avenue, #305 

Fairbanks, Alaska 99701

Oear Allan:

The low-interest resource-backed bond proposal we discussed today 

sounds quite fascinating. If development projects were more economic 

by your financing method, then it would seem natural that more jobs 

would be created in the state. I would hope that the increased p ro­

fitability o f  these projects would encourage a fair wage for the 

Alaskans employed by these projects. I support your endeavor 1n 

pursuing alternative sources of capital to stabilize the Alaskan 

economy.'

Please keep me ad\<sed on yo u r  progress and let me know if there Is 

anything I can do to help.

Don Swarner, Bus. Rep./F.S

DKS:jf
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|x  LABORERS INTERNATIONAL UNION OF NORTH AMERICA
L O C A L  N U M B E R  9 4 2 FAIRBANKS OFFICE. 31C> BARNETTS ST. ALASKA y&?Ol ASfiC FMONf !«0?l 4SS»Sli.. 

JUNEAU OFFICE 710 W. 9l* AVF JUNfAU, A lA flK A  ftflKOI. PHONt |90 '/i S0<i'2rtM'

<fi555*

WILUE LEWIS
RfolidtiU

JOE J. THOMAS 
Builnan Manegar 
Saeratary-Titaauiai

January 10, 1909

Allan R. Johnston, Regional Manager 

Wedbush Securities, Inc.

714 Fourth Avenue, Suite 305 

Fairbanks, Alaska 99701

Dear Allan:

Thank you for stopping by and discussing your low interest 

resource-backed bond proposal with ir.e. If you r  assumptions are 

correct, then this financing vehicle should help increase e m p l o y­

ment  opportunities as well as add more continuity and stability 

to existing projects. I am certainly in favor of new ideas 

that will create fair paying jobs for my members and I'd like 

you to keep me informed on your progress.

If I can help in any way, please feel free to call on me.

Tbbraas 

m e s ^ a n a g e r  and 
'Secretary-Treasurer 

L a b o r e r s’ Local No. 942

JJT/cs
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U n i t e d  A s s o c i a t i o n  o f  J o u r n e y m e n  a n d  A p p r e n t i c e s  o f  t h e  
P l u m b i n g  a n d  P i p e  F i t t i n g  I n d u s t r y

(  1.1 tvufl>v>||4H J* U I III <1 NO 3 /

4ppitMltk% . K. \W JUi'lt Jt»

•iter f̂ j 'k h wf »fw (ilini>t.n̂

4/Vj j«)>« Jifl.tf.g tAilinli » LifV St A I t  f\Y

356ft Geraghty Street

Fa i rbanks ,  A laska 09/09

November 14 , 198ft

A l l a n  R. J o h n s t o n , Reg io n a l Manager 
Wedbush S e c u r i t i e s ,  I n c .
714 F o u r t h  Avenue , S u i t e  305 
F a i r b a n k s ,  A la s k a 99701

Dear A l l a n ;

C o n g r a t u l a t i o n s  on an i n t e r e s t i n g  and i n n o v a t i v e  p r o p o s a l .  As you 
a r e w e l l  awa re , o r g a n i z e d  l a b o r  and the r e s o u r c e  compan ies have 
been a t  odds o v e r l o c a l  h i r e  f o r  some t ime . I f  y o u r p ro p o s a l i s
v a l i d  th en t h e r e  s h o u l d  be more s t a b i l i t y ,  j o b  o p p o r t u n i t i e s  and
p r o f i t a b i l i t y  i n  t h e  n a t u r a l  r e s o u r c e  i n d u s t r y  wh i c h s hou ld b e n e f i t  
e v e r y o n e . The c y c l i c a l  n a t u r e  o f  th e A la s k a n economy i n  g e n e r a l 
and t h e c o n s t r u c t i o n  i n d u s t r y  i n  p a r t i c u l a r  r e q u i r e s  t h a t  the 
w o r k i n g  man r e c e i v e  an adequa te wage t o  c a r r y  him t h r o u g h th e 
s u b s t a n t i a l  p e r i o d s  o f  unemp lo ymen t . I f  y o u r  p r o p o s a l can h e l p  
mode ra t e thr . c y c l i c a l  n a t u r e  o f  th e A la s k a n economy and he lp
c r e a t e  j o h o  th e n p l e a s e keep me po s t e d on wha t you a r e do i n g and
how I can n e l p .

Sincere ly ,

J . L . " L e n n y " A r s e n a u l t ,  B u s i n e s s Manager 
F i n a n c i a l  S e c r e t a r y  -  T r e a s u r e r

yee

.VARVIN J nOL’b t’ (Jlhfrv1 ?*• r.iUnt < jh a h l£ s  J  H A B lC
S rir itK ry -T 'ta »u rtr

M E O U It  M O O SE 
A r a l

COWS't STINE
A  a a t OV lCTYe "'t! Ĵ V'/ /'.U-E EE.E-

A t L - C I O  C F L
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YUKON 
PACIFIC 

COP POP AT ION
TUANS ALASKA GAS SYSTEM

N o v e m b e r  9 ,  1 9 8 8

M r .  A l l a n  R .  J o h n s t o n  
W e d b u s h  S e c u r i t i e s / • I n c .
4 3 0 0  B  s t r e e t /  S u i t e  1 0 5  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

D e a r  A l l a n :

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

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

A t  t h e  p r e s e n t  t i m e ,  I  d o n ' t  k n o w  i f  o u r  c o m p a n y  i s  i n t e r e s t e d  
i n  u s i n g  t h i s  f o r m  o f  f i n a n c i n g  f o r  t h e  T r a n s - A l a s k a  G a s  
S y s t e m .  H o w e v e r ,  i t  i s  i n  o u r  i n t e r e s t  t o  s e e  t h a t  t h e  o p t i o n  
r e m a i n s  a v a i l a b l e  a n d  w e  w o u l d  a p p r e c i a t e  b e i n g  k e p t  i n f o r m e d  o f  
r e g u l a t o r y  d e v e l o p m e n t s  t h a t  c o u l d  f o r e c l o s e  t h a t  o p p o r t u n i t y .

T h a n k  y o u  f o r  m a k i n g  u s  a w a r e  o f  t h i s  i s s u e .

W i t h  b e s t  r e g a r d s .

S i n c e r e l y ,

M T : m l i
c c :  M r .  E .  J o h n  P .  B r o w n e

P.O B OX  101700 • ANCHORAGE. ALASKA 99510 • (907) 279-1596 • FAX (907) 276-0055 

900 WEST FIFTH AVENUE. SUITE 730 • ANCHORAGE. ALASKA 99501 . TElEx 25-340 CA?T C O O K  A M G
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c r o m  £ .  J o h n  P .  B « o w n e BP A mkhic*  In c .
HOO P u blic  S quare 40-A 

C leveuamo, Ohio 4 4 11 4 £3 V*
CxKCuTivc ViCt Pac4iOC.iT AND

Cmitr Financial O ff iCIA
TklCahOnC 

l i t  »•• ■»»**

A u g u s t  2 2 ,  1 9 8 8

D e a r  A l l a n :

T h a n k  y o u  f o r  y o u r  r e c e n t  l e t t e r  c o n c e r n i n g  o i l  i n d e x e d  
b o n d s .  A s  t h e  f i r s t  i s s u e r  o f  t h e s e  b o n d s  b a c k  i n  1 9 8 6 ,  I  
w a s  i n t e r e s t e d  t o  l e a r n  o f  y o u r  p r o p o s a l  f o r  o i l  i n d e x e d  
b o n d s  t o  b e  u s e d  f o r  s t a t e  f i n a n c i n g .

T h e  S t a n d a r d  i s s u e  c o n s i s t e d  o f  f i x e d  o o u p o n  d e b e n t u r e s  a n d  
o i l  i n d e x e d  w a r r a n t s .  T h e  d e b e n t u r e s  h a v e  a  6 .3 0 %  c o u p o n  
a n d  w e r e  s o l d  a t  7 4 .7 0 %  o f  p a r .  T h e  w a r r a n t s  r e t u r n  t h e i n  
o r i g i n a l  c o s t  p l u s  a n  a m o u n t  o f  i n t e r e s t  c o n t i n g e n t  u p o n  th e 
f u t u r e  p r i c e  o f  W e s t  T e x a s  I n t e r m e d i a t e  C r u d e  O i l .  W a r r a n t  
h o l d e r s  r e c e i v e  a p p r e c i a t i o n  o n  a  d o l l a r - f o r - d o l l a r  b a s m  
f o r  o i l  p r i c e s  b e t w e e n  $ 25  a n d  $ 40  p e r  b a r r e l .  E a c h  l 9 9 u  
w a r r a n t  r e p r e s e n t s  1 7 0  b a r r e l s  o r  o i l  a n d  i i m c u i l l  o n  
D e c e m b e r  1 5 ,  1 9 9 0 .  E a c h  1 9 9 2  n o t e  r e p r e s e n t s  2 0 0  b a r r e l s  o f  
o i l  a n d  m a t u r e s  M a r c h  1 5 ,  1 9 9 2 .  E i g h t  d e b e n t u r e s ,  o n e  1 9 9 0  
o i l  w a r r a n t ,  a n d  o n e  1 9 9 2  o i l  w a r r a n t  w e r e  c o m b i n e d  f o r  sa l.;*  
t o  t h e  p u b l i c  a s  a  $ 1 0 , 0 0 0  u n i t .

I n  my e x p e r i e n c e ,  o i l  i n d e x e d  f i n a n c i n g  h a s  p r o v i d e d  lo w  
c o s t  d e b t  d u r i n g  p e r i o d s  o f  d e c l i n i n g  o r  s t a b l e  o i l  p r i c e s .  
W i t h  A l a s k a ' s  d e p e n d e n c e  o n  o i l  r e v e n u e s ,  t h i s  f i n a n c i n g  
t e c h n i q u e  c a n  p r o v i d e  a p a r t i a l  h e d g e  a g a i n s t  f u t u r e  o i l  
p r i c e  d e c l i n e s .  I n  t h e  e v e n t  t h a t  t h e  S t a t e  o f  A l a s k a  was 
i n t e r e s t e d  i n  g a i n i n g  s o m e  p r o t e c t i o n  t h i s  w a y ,  y o u  a r e  
r i g h t  t o  p o i n t  t o  i n v o l v i n g  A l a s k a  a s  a n  i n t e r e s t e d  p a r t y  
w i t h  t h e  C F T C .  A s  y o u  a r e  n o  d o u b t  a w a r e ,  t h e  r e g u l a t o r y  
e n v i r o n m e n t  h a s  c h a n g e d  c o n s i d e r a b l y  s i n c e  t h e  S t a n d a r d  
i s s u e .

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

Y o u r s  s i n c e r e l y

M r .  A l l a n  R .  J o h n s t o n
W e d b u s h  S e c u r i t i e s ,  I n c .  
4 3 0 0  B S t r e e t ,  S u i t e  105  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3
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Resource-Based Bonding
Fits Alaska's Capital Needs

By AJlan Johnston

A l a s k a  is a s  rich in  o p p o r tu n i- 
ties as it is in resources. Alaskans don't 
need to create n e w  opportunities, just 

capture a Tew that are passing it by. T h e  
state's natural resource-based e c o n o m y  

is largely nondiversified and oil-depen­
dent. Although this creates problems, it 

also offers unique opportunities.
Traditionally, A l a s ka ns  have fi­

nanced development projects and n e w  
businesses with a substantial am ou nt  of 
expensive fixed-debt borrowings. U n ­

fortunately, the state’s nondiversified 

e c o n o m y  lends itself to rather dramatic 
changes in cash flows. B o o m  and bust 

aspecrs of cash flow financing prevent 

m a n y  potentially viable economic proj­

ec ts  and businesses from taking root.
There are thousands of variations of 

participating loans. Almost any varia­

tion is more appropriate then fixed rate 

financing on n e w  business ventures. 
O n e  type of participating ioan gaining 

m or e recognition in the United States is 

the gold loan. Earlier this year, N e w -  

mo n t  Mining gave a major boost to the 

credibility of this type of financing by 
borrowing one million ounces oi gold 

from the B a n k  of Nova Scotia on a five- 

year, 2.5 percent per year loan. This 

financing wa s particularly significant 

because it w a s  twice the sine of any 

previous gold loan and longer than the 
more c o m m o n  three-year loans

N e w m o n c  immediately sold the gold 

lor $477 million and w a s  able to use this 

inexpensive source oi financing to refi­
nance other loans. Considering that 

N e w m o n t  Mining should be able to 
mine its gold at less than $150 per 

ounce, the firm effectively has realized 
a $300 million dollar gross profit. Of 
course, N e w m o n t  has lost the potential 

gain if gold rises above $477 on (hat one 

million ounces of gold, but the opportu­

nity cost is insignificant compared to 
the phenomenal risk-adjusted return it 

had locked in.
This financing technique could m a k e  

a n u m b e r  of Alaskan gold mining proj­
ects economical that otherwise wouldn't 
justity (he development risks. T h e  possi­
bility of funding the signilicant capital 
requirements that it takes to develop a 

major project and the ability to hire a 

long-term stable work force with a iea 
aunably assured profit offers as many- 
positive benefits to affected c o m m u n i­

ties as it does to the economics of 
projects.

A  m u c h  mo r e  discussed type of par­
ticipating loan is the oil indexed bond. 
Alaskan legislators and administrators 

have pondered the merits of this h e d g­
ing mec ha ni sm  for s o m e  time without 

coming up with any politically accept­

able vehicle. Coincidently, Standard Oil 
Co., the parent firm of Alaska’s largest 
private oil producer, issued an oil* 

indexed bond in June 1936 w h e n  crude 
prices hovered around $ ’ 4 a barrel. T h e  
securities were so enthusiastically 

received that Standard increased the 
issue's size to 300 million from 250 

million. T h e  Aug. 2f>tlt issue of Ritsiiiiwn 
Wtvli Males, "l-’ur its part, Simulat'd 

reduces its borrowing cost without 

increasing its risk."
T h e  fundamental concept of an oil- 

indexed bond is the creation of a fi­
nancing vehicle to counterbalance the 

special needs a n d  risks of an u n­

balanced energy producer - such a» 

Alaska. T h e  local buyer and cocreator 

of such a vehicle would be an energy 
deficient unbalanced energy user such 
as Japan, Korea or Taiwan. For e x a m ­

ple, Japan as an energy deficienr c o u p . 

try is highly dependent on imported oil. 

Projections for its industrial e c o n o m y  

are based on conservatively high prices 
for oi! to minimize risks of rising energy 
costs. Conversely, A l a s k a - a n  oil pro­
ducing state whos e icvennes are dispro­
portionately dependent on oil-bases 

its state operating budget on a conserv­

atively low price for oil

Oil indexed bonds would have lower 
interest rates that serve Alaska's de 
velopment needs. But because the 

resource-based interest rate would vise 

to reflect any oil price increases, the 

lender-and end uset - w o u l d  be pro­
tected as well, At the s a m e  time, Alas­
kan producers would he better able to 
pay higher cost financing due to in­
creased oil revenues. Ii Alaska were to 
follow Standard’s lead and issue s o m e  
type of low interest oiJ-ir.dexed bond, 
jp.d place it within an energy-deficient 
industrial or insurance consortium in a 

country such as Japan. Korea or Tai­

wan. the risk-adjusted return to both 
the borrower and the lender could be 

mutually m or e attractive T h e  interna­

tional financial t eam establish -d to 
create and place :hei.e financial • ,t: u* 
ments could evaluate other A. . ... 
financial/business opportunii h.v 

wo u l d  be particularly attract c to 
Pacific R i m  financing 

A  few potential spinoffs, low-.n: :
natural gas-indexed bonds for pip h: i 

construction, oilier natural if- - .rev 

projects, international tourism 2 - \/p
ments and, most importantly, the. . i w m  
ening of expertise of Alaska" . - ,i

institutions.

ff B P  M i n e r a l s  w e r e  t o  use a 
f i n a n c i n g  t e c h n i q u e  f o r  i t s  
Creek gold operation, it p o s s i i ' 
save $3 -$10 m i l l i o n  .« v e . u  in m  
c o s h  ( a s s u m i n g  ,t $225 m i l i u m  
year, 2.5 p e r c e n t  g o i d  loan; ;> .-. 

l e n d  greater s t a b i l i t y  t o  t f u  
employment pictute ‘ «i .inui, 
financing technique .its • 

economic v i a b i l i t y  o f p r o jc  • 

t h e  R ed  D o g  M i n t ,  t h e  D o  
m o l y b d e n u m  project s o « t h  - i 
k a n  a n d  almost a n y  o t h e r  t y p e  
Of ifcSOtirce-related develop.;..

L o w - i n t e r c S t  p a r t i c i p a t i n g  
n o t  g e a r e d  only t o r  r e g :  p r  < 
i n g  a  s u b s t a n t i a l  a m o u n t  o l  c a i  
f i n a n c i n g  t e c h n i q u e  a c t u a l l y  
s u i t a b l e  f o r  a  $25,000 t o u r i s m  
$500 ,000  s m a l t  b u s i n e s s  lu . 
m a j o r  d r a w b a c k  t o r  t h e s e  . 
c a p i t a l  l o a n s  i s  t h a t  t h e  l e n d e r  g - -  
r e q u i r e s  p a c t  o w n e r s h i p  o f  th - r  
f i n a n c e d  I f  t h e  b o i  r o w e r  d e ;  
t h e  l o a n ,  t h e n  t h e  l e n d e r  f o r e  
t h e  b u s i n e s s  a n d  a t t e m p t s  t o  f i : . - 
m a n a g e r  t o  r e s u r r e c t  t h e  v e t  t 

F m d i n g  t h e  a p p r o p r i a t e  l e t  - 
j  v e s t e d  i n t e r e s t  i n  t h e  e n t e . - p -  ■ 
c e s s  c a n  s i g n i f i c a n t l y  i n c r e a s e  '' 
r o w e r ' s  c h a n c e  o f  m a k i n g  a  g  
e x a m p l e ,  a  t o u r  c o m p a n y  m i g f  • 
art h i s t o r i c  t o u r i s t  a t t r a c t i o n  uj 
t o  a  n e w  t e l e v i s i o n  s t a t i o n  F h «  r 
c o m p a n i e s  n o i  c n l y  p - i u v r d e  -  i t 
c a p i t a l  b u t  f r e q u e n t l y  c a n  - > r . .- 
c . i l  e x p e r t i s e .  A d d i t i o n a l l y '  /:i 
c a n  g e n e r a t e  b u s i n e s s  f u r  
e n t e r p :  i-se
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S E N A T E  C O M M I T T E E  R E P O R T
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F I R S T  C O M M I T T E E  O F  R E F E R R A L

ih ls iD a t e  o f  5 - D A Y  N O T I C E  
I N  A C C O R D A N C E  W I T H  U N I F O R M  R U L E  23

* * F I S C A L  N O T E ( S )  M U S T  B E  A T T A C H E D  
I N  A C C O R D A N C E  W I T H  A S  2 4 . 0 8 . 0 3 5

F U R T H E R JUD
FIN

A/4/89

M r .  P r e s i d e n t :  

L & C

D A T E  T U R N E D  I N T O  O F F I C E 3 / ^ / 9 Cl

C o m m i t t e e  c o n s i d e r e d SB 259

insurance guaranty funds; changing Rule 62(a), Rules of Civil Procedure; 
efd

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

[ L ^ r e p l a c e  w i t h  C S  ^ 5 * 9  C L - * - C ) ________
[ ] a t t a c h e d  a m e n d m e n t ( s ) a n d

[ ] _______________________________l e t t e r  o f  i n t e n t  a d o p t e d

d o  p a s s  

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  ___________________________

□ . s a m e  t i t l e  
n e w  t i t l e

F I S C A L  N O T E ( S )  a t t a c h e d  [  ] z e r o  
[ ] a p p r o p r i a t i o n  n o  F N  a t t a c h e d

[ ] f i s c a l  i m p a c t  
[ u ^ - G o v .  F N  i n t r o d u c e d  w /  b i l l  

2 e » o  -  UmcJna/rtgc.<a. ‘11ft C..S 
O T H E R  R E C O M M E N D A T I O N S

~ jC C *£.
:  s i g n a t u r e  a n d  r e c o m m e n d a t i o nC h £ r r : s i g n a t u r e  a n d  r e c o m m e n d a t i o n '

[ ] C o m m i t t e e  b a c k u p  a t t a c h e d



REMARKS ON SB 259

Mr . PRESIDENT/ I RISE TO SPEAK IN SUPPORT OF SB 2 5 9 .  TH IS  B ILL  

AND SB 2 1 2 /  WHICH WE HAVE JUST PASSED/ PROVIDE ADDITIONAL  

PROTECTION FOR INSURED INDIVIDUALS AND BUSINESS IN THE STATE OF

Al a s k a .

T he  b i l l  c r e a t e s  a l i f e  i n s u r a n c e / d i s a b i l i t y  i n s u r a n c e / and

ANNUITY GUARANTY FUND TO PROVIDE FUNDS FOR PAYMENT OF CLAIMS 

WHEN AN INSURANCE COMPANY BECOMES INSOLVENT. THE B ILL  WILL 

PROTECT THE POLICYHOLDERS AND CLAIMANTS FROM FINANCIAL LOSS UP 

TO $ 5 0 0 / 0 0 0  FOR ANY ONE L IFE  AND UP TO $5 MILLION IN UNALLOCATED 

ANNUITY CONTRACT BENEFITS.

T he B ILL  ESTABLISHES THE ALASKA L IF E  AND D IS A B IL IT Y  INSURANCE

Gu a r a n t y  As s o c i a t i o n  as  a n o n p r o f i t  e n t i t y  t o  a s s e s s  t h e

ADMITTED INSURERS IN THE STATE OF ALASKA UP TO 2% OF THEIR

ANNUAL PREMIUM AND TO DISBURSE THIS  MONEY TO POLICYHOLDERS AND 

CLAIMANTS OF INSOLVENT INSURERS. THE B ILL  ALSO ALLOWS THE

Gu a r a n t y  As s o c i a t i o n  t o  a s s u m e  or r e i n s u r e  a l l  p o l i c i e s  of  an

IMPAIRED INSURER IN ORDER TO ENSURE CONTINUITY OF COVERAGE FOR

POLICYHOLDERS. THE BOARD SERVES WITHOUT COMPENSATION/ EXCEPT 

FOR EXPENSES, AND HAS THE A B IL IT Y  TO ASSIST POLICYHOLDERS AND 

CLAIMANTS FOR COMPANIES ' ...CH ARE IMPAIRED BUT NOT YET INSOLVENT.

T he b i l l  p r o v i d e s  an  i m p o r t a n t  t o o l  t o  e n s u r e , t o  t h e  m a x i m u m

EXTENT POSSIBLE THAT ALASKANS WILL NOT SUFFER FINANCIAL LOSS IN 

THE EVENT THAT THEIR INSURANCE COMPANY BECOMES INSOLVENT.

D W / w f d 2 3 9 2 W 4 2 5 9 0 a
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LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M March 15, 1990
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VO< .164 .1000

SUBJECT:

TO:

FROM:

CSSB 259 (L&C ) ; go0129sE

Sena to r D ic k F - l ia so n , Chairman 
Senate Labo r and Commerce Committee

Pamela F i n l e y ^ d t v̂ ^
A s s i s t a n t R e v is o r o f S ta tu te s

E n c lo sed i s  th e d r a f t  you re q u e s te d . In  a d d i t i o n  to  changes 
to  con fo rm  th e d r a f t  to  th e d r a f t i n g  manua l, we have made 
th e f o l l o w i n g  changes to  th e  b i l l  as in t r o d u c e d  by the 
g o v e r n o r :

1. I n  AS 2 1 .7 9 .0 2 0 (b ) , " l i f e ,  d i s a b i l i t y ,  a n n u i t y , o r 
s u p p lem e n ta l " was in s e r t e d  a f t e r  " d i r e c t  g ro u p " .

2. The l a s t  th re e  sen ten ces o f AS 2 1 .7 9 .0 5 0 (a ) , w i t h  some 
changes , were moved to  tem po ra ry law (-new sec . 17 ) . In  the 
f i r s t  sen ten ce o f AS 2 1 .7 9 .0 5 0 (a ) " r e p r e s e n t a t i v e  o f "  was 
in s e r t e d  b e fo re  "member i n s u r e r s . "

3. I n  AS 2 1 .7 9 .0 6 0 ( j ) ,  th e  c ro s s re fe r e n c e  was changed from  
AS 2 1 .7 9 .0 2 0 ( c ) ( 3 ) to  AS 2 1 . 7 9 . 0 2 0 ( c ) ( 4 ) .

4. AS 2 1 . 7 9 .060(m) was r e w r i t t e n .

5. I n  AS 2 1 .7 9 .0 6 0 (o) th e r e fe r e n c e  to  a " tem p o ra ry s ta y " 
was re p la c e d  w i t h  a re fe r e n c e  t o  "a n i n j u n c t i o n " .  "S ta y " i s  
u s u a l l y  used i n  c o n n e c t io n  w i t h  a c o u r t o r d e r , ju dgm en t , o r 
p ro c e e d in g . The te rm  " i n j u n c t i o n "  in c lu d e s  tem po ra ry and 
permanen t i n j u n c t i o n s . A ls o , we do n o t und e rs ta n d th e l a s t  
ph ra se i n  t h i s  s u b s e c t io n  ( " i n  a d d i t i o n  to  . . . v a l u e . " )
I s  t l . i s  a power i n  a d d i t i o n  to  th e r i g h t  to  seek an i n j u n c t i o n ,  
o r i s  i t  t i e d  to  th e  r i g h t  to  w i th d ra w  funds?

6. I n  AS 21 .7 9 .9 0 0 , th e  d e f i n i t i o n s  o f " d i r e c t o r , "
" im p a i r e d , "  and " i n s o l v e n t "  were d e le te d  because th e 
d e f i n i t i o n s  i n  AS 2.1 .90 .900 w i l l  a p p ly  to  AS 21.79 w i t h o u t a 
c ro s s r e fe r e n c e .
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7. I n  AS 2 1 . 8 0 . 0 8 0 ( b ) ( 4 ) , I  d e le te d  a c ro s s re fe r e n c e  to  
AS 2 1 .8 0 .0 6 5 because t h a t s e c t i o n  was d e le te d .

8 . The re fe r e n c e s  to  "m a j o r i t y  v o t e "  in  AS 2 1 . 7 9 . 1 0 0 ( f ) ,
( g ) , and (h ) were d e le te d . Boards a c t by m a j o r i t y  v o te  
u n le s s o th e rw is e  p r o v id e d .

9. A new s e c t io n  16 was added to  no te a c o u r t r u le  change.

10. The t i t l e  was changed to in c lu d e  the added c o u r t r u l e  
change and the d e f i n i t i o n s  o f te rm s ( i n  b i l l  sec . 13) t h a t 
a p p ly  to  m a t te r s  o th e r th a n g u a ra n ty  fu n d s .

I f  you have any q u e s t io n s , p le a s e c a l l  me ( u n t i l  March 19) 
o r M ike Fo rd ( a f t e r  March 18 ) . You may wan t to c o n s u l t w i t h  
th e AG 's O f f i c e  abou t th e  changes no te d above , as w e l l as 
th e mean ing o f the l a s t  ph ra se o f AS 2 1 . 7 9 . 0 6 0 ( o ) , m en t io ned 
i n  //5 above.

PF : gc 
G13/124

E n c l o s u r e



IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

CS FOR SENATE B ILL NO. 259 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - SECOND SESSION

A B ILL

For an A c t e n t i t l e d :  "An A c t r e l a t i n g  to  in s u ra n c e  g u a ra n ty  funds and to

d e f i n i t i o n s  o f " im p a i r e d  o r im p a irm e n t " and " i n s o l ­

v e n t o r in s o lv e n c y " i n  laws r e l a t i n g  to  in s u ra n c e ;

amending Ru les 24 (a ) and 6 2 ( a ) , A la s k a Ru les o f  C i v i l

P ro ce du re ; and p r o v id i n g  f o r  an e f f e c t i v e  d a t e . "

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

*  S e c t io n  1. AS 21 .2 1 .2 50 i s  amended by a dd in g a new s u b s e c t io n  to

read :

( c ) A dom es t ic in s u r e r  may i n v e s t i n  n o te s o r o th e r e v id e n ce o f 

in d e b te d n e s s o f the A la s k a L i f e  and D i s a b i l i t y  In s u ra n c e G ua ran ty 

A s s o c ia t i o n  e s ta b l i s h e d  unde r AS 2 1 .7 9 .0 4 0 , and th e  d i r e c t o r  may 

c o n s id e r th o se no te s and o th e r e v id e n ce o f in d e b te d n e s s , t h a t a re n o t 

i n  d e f a u l t ,  as a dm i t te d  a s s e ts o f th e i n s u r e r .

*  Sec. 2. AS 21 .36 i s  amended by add in g a new s e c t io n  to  re a d :

Sec. 2 1 .3 6 .0 3 5 . PROHIBITED ADVERTISEMENTS AND REPRESENTATIONS,

(a ) A pe rso n may n o t p la c e  b e fo re  th e p u b l i c  an a d v e r t i s e m e n t , an ­

nouncement, o r s ta tem en t t h a t uses th e e x is te n c e  o f th e A la s k a  L i f e  

and D i s a b i l i t y  In su ra n ce Gua ran ty A s s o c ia t i o n  e s ta b l i s h e d  unde r 

AS 21 .7 9 .0 4 0 to  s e l l ,  s o l i c i t ,  o r in d u c e th e p u b l i c  to  pu rchase any 

fo rm  o f in s u ra n c e  gove rned by AS 21 .7 9 .

<b) A pe rson hav in g a b e n e f i c i a l  i n t e r e s t  i n  any fo rm  o f  i n s u r ­

ance gove rned by AS 21 .79 may n o t r e p re s e n t to  a le n d e r o r a n o th e r 

pe rson t h a t th e in s u ra n c e o r  fo rm  o f in s u ra n c e  has v a lu e  as c o l l a t e r a l  

f o r  a lo a n because th e in s u ra n c e  i s  co ve re d by th e A la s k a L i f e  and

- 1 -  CSSB 259 (L&C)
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D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n .  T h i s  s u b s e c t i o n  d o e s  n o t  

a p p l y  t o  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  

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

*  S e c .  3 .  A S  2 1  i s  a m e n d e d  b y  a d d i n g  a  n e w  c h a p t e r  t o  r e a d :

C H A P T E R  7 9 .  A L A S K A  L I F E  AN D  D I S A B I L I T Y  I N S U R A N C E  

G U A R A N T Y  A S S O C I A T I O N  A C T .

S e c .  2 1 . 7 9 . 0 1 0 .  P U R P O S E .  T h e  p u r p o s e  o f  t h i s  c h a p t e r  i s  t o  

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

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

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

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

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

S e c .  2 1 . 7 9 . 0 2 0 .  S C O P E .  ( a )  T h i s  c h a p t e r  a p p l i e s  t o  a  p o l i c y  

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

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

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

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

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

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

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

( A )  i s  a  r e s i d e n t ,  o r  

' ( B )  i s  n o t  a  r e s i d e n t ,  i f  t h e  f o l l o w i n g  c o n d i t i o n s  a r e

s a t i s f i e d :

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

t r a c t  i s  d o m i c i l e d  i n  t h i s  s t a t e ;

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

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

( i i i )  t h e  s t a t e  i n  w h i c h  t h e  p e r s o n  r e s i d e s  h a s  a n  

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

C S S B  2 5 9 ( L & C )  - 2 -
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c h a p t e r ;  a n d

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

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

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

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

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

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

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

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

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

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

t e e d  b y  t h e  i n s u r e r ;

( 2 ) t h a t  p a r t  o f  t h e  r i s k  b o r n e  b y  t h e  p o l i c y  o r  c o n t r a c t

h o l d e r ;

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

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

( 4 )  t h a t  p a r t  o f  a  p o l i c y  o r  c o n t r a c t  o n  w h i c h ,  t h e  r a t e  o f

i n t e r e s t

( A )  a v e r a g e d  o v e r  t h e  p e r i o d  o f  f o u r  y e a r s  b e f o r e  t h e  

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

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

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

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

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

a s s o c i a t i o n  b e c a m e  o b l i g a t e d ;  a n d

( B )  o n  a n d  a f t e r  t h e  d a t e  o n  w h i c h  t h e  a s s o c i a t i o n  

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

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

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

- 3 -  C S S B  2 5 9 ( L & C )
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( 5 )  a  p l a n  o r  p r o g r a m  o f  a n  e m p l o y e r ,  a s s o c i a t i o n ,  o r  

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

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

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

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

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

i n  2 6  U . S . C .  4 1 4  ( E m p l o y e e  R e t i r e m e n t  I n c o m e  S e c u r i t y  A c t  o f  

1 9 7 4 )  ;

( B )  a  m i n i m u m  p r e m i u m  g r o u p  i n s u r a n c e  p l a n ;

( C )  a  s t o p - l o s s  g r o u p  i n s u r a n c e  p l a n ;  o r

( D )  a n  a d m i n i s t r a t i v e  s e r v i c e s  o n l y  c o n t r a c t ;

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

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

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

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

c o n t r a c t ;  a n d

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

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

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

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

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

i n v e s t o r  S e r v i c e ,  I n c . ,  o r  i t s  s u c c e s s o r ,  o r ,  i f  M o o d y ' s  c o r p o r a t e  

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

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

d i r e c t o r .

S e c .  2 1 . 7 9 . 0 2 5 .  L I A B I L I T Y  L I M I T S .  T h e  b e n e f i t s  f o r  w h i c h  t h e  

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

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

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

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

o f  p o l i c i e s  o r  c o n t r a c t s ,  a n d  s u b j e c t  t o  a n  a g g r e g a t e  o f  $ 3 0 0 , 0 0 0 ,

( A )  $ 3 0 0 , 0 0 0  i n  l i f e  i n s u r a n c e  d e a t h  b e n e f i t s ,  b u t  n o t  

m o r e  t h a n  $ 1 0 0 , 0 0 0  i n  n e t  c a s h  s u r r e n d e r  a n d  n e t  c a s h  w i t h d r a w a l  

v a l u e s  f o r  l i f e  i n s u r a n c e ;

( B )  $ 1 0 0 , 0 0 0  i n  d i s a b i l i t y  i n s u r a n c e  b e n e f i t s ,  i n c l u d ­

i n g  a n y  n e t  c a s h  w i t h d r a w a l  v a l u e s ;

( C )  $ 1 0 0 , 0 0 0  i n  t h e  p r e s e n t  v a l u e  o f  a n n u i t y  b e n e f i t s ,  

i n c l u d i n g  n e t  c a s h  s u r r e n d e r  a n d  n e t  c a s h  w i t h d r a w a l  v a l u e s ;

( 3 )  w i t h  r e s p e c t  t o  a n y  o n e  c o n t r a c t  h o l d e r ,  $ 5 , 0 0 0 , 0 0 0  i n  

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

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

S e c .  2 1 . 7 9 . 0 3 0 .  C O N S T R U C T I O N .  T h i s  c h a p t e r  s h a l l  b e  l i b e r a l l y  

c o n s t r u e d  t o  a c h i e v e  t h e  p u r p o s e s  s e t  o u t  i n  A S  2 1 . 7 9 . 0 1 0 .

S e c .  2 1 . 7 9 . 0 4 0 .  A S S O C I A T I O N  E S T A B L I S H E D .  ( a )  T h e r e  i s  e s t a b ­

l i s h e d  a s  a  n o n p r o f i t  l e g a l  e n t i t y  t h e  A l a s k a  L i f e  a n d  D i s a b i l i t y  

I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n .  A n  i n s u r e r  t h a t  i s s u e s  a n  i n s u r a n c e  

p o l i c y  d e s c r i b e d  i n  A S  2 1 . 7 9 . 0 2 0 ( b )  s h a l l  b e  a  m e m b e r  o f  t h e  a s s o ­

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

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

a ' p l a n  o f  o p e r a t i o n  e s t a b l i s h e d  a n d  a p p r o v e d  u n d e r  A S  2 1 . 7 9 . 0 8 0  a n d
• j

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

u n d e r  A S  2 1 . 7 9 . 0 5 0 .  F o r  p u r p o s e s  o f  a d m i n i s t r a t e m  r ’  a s s e s s m e n t ,  

t h e  a s s o c i a t i o n  s h a l l  m a i n t a i n  t h e  f o l l o w i n g  a c c o u n t s :

( 1 ) t h e  d i s a b i l i t y  i n s u r a n c e  a c c o u n t ;  a n d

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

c o n t r a c t  a c c o u n t .

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

A S  2 1 . 7 9 . 1 1 0 ( b ) ,  m e e t i n g s  o r  r e c o r d s  o f  t h e  a s s o c i a t i o n  m a y  b e  o p e n  t o  

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

c i a t i o n .

S e c .  2 1 . 7 9 . 0 5 0 .  B O A R D  O F  G O V E R N O R S .  ( a )  T h e  B o a r d  o f  G o v e r n o r s  

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

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

s h a l l  b e  e s t a b l i s h e d  i n  t h e  p l a n  o f  o p e r a t i o n  s u b m i t t e d  u n d e r  A S  2 1 . -  

7 9 . 0 8 0 .  M e m b e r  i n s u r e r s  s h a l l  s e l e c t  t h e  b o a r d  m e m b e r s ,  s u b j e c t  t o  

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

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

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

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

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

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

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

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

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

m e m b e r  o f  t h e  b o a r d .

S e c .  2 1 . 7 9 . 0 6 0 .  P O W ER S  A N D  D U T I E S  O F  T H E  A S S O C I A T I O N .  ( a )  I f  a 

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

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

( 1 ) g u a r a n t e e ,  a s s u m e ,  r e i n s u r e ,  o r  p r o v i d e  f o r  t h e  g u a r a n ­

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

i m p a i r e d  i n s u r e r ?

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

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

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

u n t i l  t h o s e  o b l i g a t i o n s  a r e  g u a r a n t e e d ,  r e i n s u r e d ,  o r  a s s u m e d ?  o r
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( 3 )  l o a n  m on 'ny  t o  t h e  i m p a i r e d  i n s u r e r .

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

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

( 1 )  t a k e  a n y  o f  t h e  a c t i o n s  s p e c i f i e d  i n  ( a )  o f  t h i s  s e c ­

t i o n ,  o r

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

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

( A )  d i s a b i l i t y  c l a i m ;

( B )  p e r i o d i c  a n n u i t y  b e n e f i t  p a y m e n t ;

( C )  d e a t h  b e n e f i t ;

( D )  s u p p l e m e n t a l  b e n e f i t ;  a n d

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

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

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

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

t a k e n  u n l e s s

( 1 ) t h e  l a w  o f  t h e  i m p a i r e d  i n s u r e r ' s  s t a t e  o f  d o m i c i l e

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

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

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

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

i n s ' u r e r  h a s  b e e n  a p p r o v e d  b y  a  g u a r a n t y  a s s o c i a t i o n ,

( A )  a  d e l i n q u e n c y  p r o c e e d i n g  m ay  n o t  b e  d i s m i s s e d ;

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

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

m e n t ;  a n d

( C )  s o l i c i t a t i o n  o r  a c c e p t a n c e  o f  n e w  b u s i n e s s  o r  

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

t e d ;  a n d
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( 2 ) i f  t h e  i m p a i r e d  i n s u r e r  i s  a

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

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

s t a t e ;  o r

( B )  f o r e i g n  o r  a l i e n  i n s u r e r ,

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

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

( i i )  t h e  i n s u r e r ' s  c e r t i f i c a t e  o f  a u t h o r i t y  h a s

b e e n  s u s p e n d e d  o r  r e v o k e d  i n  t h i s  s t a t e ;  a n d

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

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

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

t h a t  s t a t e .

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

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

( 1 ) g u a r a n t e e ,  a s s u m e ,  r e i n s u r e ,  o r  p r o v i d e  f o r  t h e  g u a r a n ­

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

v e n t  i n s u r e r  h e l d  b y  r e s i d e n t s ;

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

t i o n s  o f  t h e  i n s o l v e n t ,  i n s u r e r ;

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

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

t i o n ;  o r

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

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

s e c t i o n .

( e )  W h e n  p r o c e e d i n g  u n d e r  ( b ) ( 2 ) o r  ( d ) ( 4 )  o f  t h i s  s e c t i o n ,  t h e  

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

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

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

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

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

5  ( A )  a  g r o u p  p o l i c y ,  n o t  l a t e r  t h a n  t h e  e a r l i e r  o f  t h e

6 n e x t  r e n e w a l  d a t e  u n d e r  t h e  p o l i c y  o r  c o n t r a c t  o r  4 5  d a y s ,  b u t  i n

7  n o  e v e n t  l e s s  t h a n  30  d a y s ,  a f t e r  t h e  d a t e  o n  w h i c h  t h e  a s s o c i a -

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

9  ( B )  a n  i n d i v i d u a l  p o l i c y ,  n o t  l a t e r  t h a n  t h e  e a r l i e r

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

b u t  i n  n o  e v e n t  l e s s  t h a n  3 0  d a y s ,  f r o m  t h e  d a t e  o n  w h i c h  t h e  

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

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

g r o u p  p o l i c y h o l d e r ,  w i t h  r e s p e c t  t o  a  g r o u p  p o l i c y ,  30  d a y s  n o t i c e  o f  

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

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

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

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

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

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

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

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

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

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

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

b y  c l a s s .

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

a s s o c i a t i o n

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

t o  i s s u e  a n  a l t e r n a t e  p o l i c y ;

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

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

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

n a t e d  p o l i c y ;  a n d

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

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

( 1 ) i f  a d o p t e d  b y  t h e  a s s o c i a t i o n ,  b e  s u b j e c t  t o  t h e  a p ­

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

d i c t i o n .

( i )  T h e  a s s o c i a t i o n ' s  o b l i g a t i o n s  w i t h  r e s p e c t  t o  c o v e r a g e  u n d e r  
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a  p o l i c y  o f  a n  i m p a i r e d  o r  i n s o l v e n t  i n s u r e r  o r  u n d e r  a n y  r e i s s u e  o r  

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

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

t h e  a s s o c i a t i o n .

( j )  W h e n  p r o c e e d i n g  u n d e r  ( b ) ( 2 )  o r  ( d )  o f  t h i s  s e c t i o n  w i t h  

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

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

o f  i n t e r e s t  c o n s i s t e n t  w i t h  A S  2 1 . 7 9 . 0 2 0 ( c ) ( 4 ) .

( k )  N o n p a y m e n t  o f  a p r e m i u m  w i t h i n  3 1  d a y s  a f t e r  t h e  d a t e  r e ­

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

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

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

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

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

( 1 )  A  p r e m i u m  d u e  f o r  c o v e r a g e  a f t e r  e n t r y  o f  a n  o r d e r  o f  l i q ­

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

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

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

e n t r y  o f  t h e  o r d e r .

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

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

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

o r  i n s o l v e n t  i n s u r e r .

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

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

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

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

t h a t

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

t h e  i n s o l v e n t  i n s u r e r ' s  c o n t r a c t u a l  o b l i g a t i o n s ;  o r

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

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

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

( o )  B e f o r e  t a k i n g  a c t i o n  u n d e r  ( b )  -  ( e )  o f  t h i s  s e c t i o n ,  t h e  

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

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

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

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

c a s h  o r  p o l i c y  l o a n  v a l u e .

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

a s s o c i a t i o n ' s  s u b r o g a t i o n  r i g h t  t o  t h e  a s s e t s  o f  t h e  i n s o l v e n t  i n s u r e r  

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

t h i s  c h a p t e r .

( t )  T h e  a s s o c i a t i o n  m a y

( 1 ) e n t e r  i n t o  c o n t r a c t s  f * * * t  a r e  n e c e s s a r y  o r  p r o p e r  t o  

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

( 2 ) s u e  o r  b e  s u e d ,  a n d  t a k e  l e g a l  a c t i o n  n e c e s s a r y  o r  

p r o p e r  f o r  r e c o v e r y  o f  a n  u n p a i d  a s s e s s m e n t  u n d e r  A S  2 1 . 7 9 . 0 7 0 ;

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

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

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

t h i s  c h a p t e r ;

( 5 )  n e g o t i a t e  a n d  c o n t r a c t  w i t h  a  l i q u i d a t o r ,  r e h a b i l -  

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

d u t i e s  o f  t h e  a s s o c i a t i o n ;

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

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

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

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

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

( 7 )  t a k e  l e g a l  a c t i o n  t o  p r e v e n t  t h e  p a y m e n t  o f  i m p r o p e r

c l a i m s ;

( 8 ) j o i n  a n  o r g a n i z a t i o n  o f  o n e  o r  m o r e  o t h e r  s t a t e  a s s o ­

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

( 9 )  p e r f o r m  a l l  o t h e r  a c t s  n e c e s s a r y  o r  p r o p e r  t o  i m p l e m e n t
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    : —
WORK DRAFT w n p v  d r a f t  w o r k - d p  a r tWORK DRAFT WORK DRAFT

t h i s  c h a p te r .

Sec. 2 1 .7 9 .0 7 0 . ASSESSMENTS. (a ) Fo r th e pu rpose o f p r o v id in g  

funds ne ce s s a ry to  c a r r y  o u t the powers and d u t ie s  o f th e a s s o c ia t io n ,

th e Board o f Gove rno rs s h a l l  assess th e member i n s u r e r s , s e p a r a te ly

f o r  each a c c o u n t , a t a t im e and f o r  an amount t h a t th e boa rd f i n d s

n e c e s s a ry . Assessments are. due n o t le s s th a n 30 days a f t e r  p r i o r

w r i t t e n  n o t i c e  to  th e member in s u r e r s  and acc ru e i n t e r e s t  a t 10 p e r ­

c e n t a y e a r from  th e da te payment is. due.

(b ) There s h a l l  be two assessmen ts as f o l l o w s :

(1 ) c la s s  A assessmen ts s h a l l  be made f o r  th e pu rpose o f 

m ee t in g a d m in i s t r a t i v e  and l e g a l c o s ts  and o th e r expenses and exam ina ­

t i o n s  conduc te d unde r th e a u t h o r i t y  o f AS 2 1 .7 9 .0 6 0 ; c la s s  A a sse ss ­

ments may be made w he th e r o r n o t r e l a t e d  to  a p a r t i c u l a r  im p a ir e d  o r 

in s o l v e n t in s u r e r ;

(2 ) c la s s  B assessmen ts a re p o s t assessment charges and 

s h a l l be made o n ly  as nece s sa ry to  c a r r y  o u t th e powers and d u t ie s  o f 

th e a s s o c ia t i o n  w i t h  re g a rd  to  an im p a i r e d  o r an in s o l v e n t in s u r e r .

( c ) The amount o f a c la s s  A assessment s h a l l  be d e te rm in e d by 

th e boa rd and may be made on a p ro r a t a  o r nonp ro r a t a  b a s is . I f  a 

p ro r a t a  assessment i s  made, th e boa rd may p ro v id e  th a t i t  be c r e d i t e d  

a g a in s t f u t u r e  c la s s  B assessm en ts . A nonp ro r a t a  assessment may n o t 

exceed $250 p e r member i n s u r e r  i n  a c a le n d a r y e a r . The amount o f a 

c la s s  B assessmen t s h a l l be a l l o c a t e d  f o r  assessment pu rposes among 

the acco un ts unde r an a l l o c a t i o n  fo rm u la  t h a t may be based on the 

premiums o r re s e rv e s o f th e im p a i r e d  o r in s o l v e n t in s u r e r  o r by 

a n o th e r s ta n d a rd  de te rm in e d by the boa rd as b e in g f a i r  and re a so nab le 

unde r th e c ir c um s ta n c e s .

(d ) C lass B assessments s h a l l be based on the premiums re c e iv e d  

on bu s in e s s i n  t h i s  s t a t e  by each assessed member in s u r e r  o r f o r
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p o l i c i e s  o r  c o n t r a c t s  c o v e r e d  b y  e a c h  a c c o u n t  i n  p r o p o r t i o n  t o  t h e  

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

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

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

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

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

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

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

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

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

f o r t h  i n  ( c )  o f  r h i s  s e c t i o n .

S e c .  2 1 . 7 9 . 0 8 0 .  P L A N  O F  O P E R A T I O N .  ( a )  T h e  a s s o c i a t i o n  s h a l l  

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

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

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

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

( b )  N o t w i t h s t a n d i n g  ( a )  o f  t h i s  s e c t i o n ,  i f  t h e  a s s o c i a t i o n

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

J u l y  1 ,  1 9 9 1 ,  o r  i f  a t  a  l a t e r  t i m e  t h e  a s s o c i a t i o n  f a i l s  t o  s u b m i t  

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

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

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

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

t h e  d i r e c t o r .

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

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

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

c i a t i o n ;

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

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

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

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

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

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

f o r  t h e  d i r e c t o r ' s  a p p r o v a l  o f  t h e  m e m b e r s  s e l e c t e d ;

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

A S  2 1 . 7 9 . 0 7 0 ;  a n d

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

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

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

t h e  a s s o c i a t i o n ,  o t h e r  c h a n  t h o s e  u n d e r  A S  2 1 . 7 9 . 0 6 0 ( t ) ( 3 )  a n d  2 1 . 7 9 . -  

0 7 0 ,  t o  a  c o r p o r a t i o n  o r  o t h e r  o r g a n i z a t i o n  p e r f o r m i n g  f u n c t i o n s  

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

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

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

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

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

S e c .  2 1 . 7 9 . 0 9 0 .  P O W ER S  AN D  D U T I E S  O F  T H E  D I R E C T O R .  ( a )  U p o n  

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

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

i n s u r e r .

( b )  T h e  d i r e c t o r  m a y

( 1 )  a f t e r  n o t i c e  a n d  h e a r i n g  a s  p r o v i d e d  i n  A S  2 1 . 0 6 . 1 8 0  -  

2 1 . 0 6 . 2 3 0 ,  s u s p e n d  o r  r e v o k e  t h e  c e r t i f i c a t e  o f  a u t h o r i t y  t o  t r a n s a c t  

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

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

o f  t h e  b o a r d  u n d e r  A S  2 1 . 7 9 . 0 5 0 ( c ) :
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( 2 ) l e v y  a  p e n a l t y  o n  a  m e m b e r  i n s u r e r  t h a t  f a i l s  t o  c o m p l y  

w i t h  t h e  p l a n  o f  o p e r a t i o n ;  o r

( 3 )  l e v y  a  p e n a l t y  o n  a  m e m b e r  i n s u r e r  t h a t  f a i l s  t o  p a y  a n  

a s s e s s m e n t  w h e n  d u e ;  i f  t h e  u n p a i d  a s s e s s m e n t  i s  m o r e  t h a n  $ 2 , 0 0 0 , t h e  

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

o r  b e  l e s s  t h a n  $ 1 0 0  p e r  m o n t h ;  i f  t h e  u n p a i d  a s s e s s m e n t  i s  $ 2 , 0 0 0  o r  

l e s s ,  t h e  p e n a l t y  i s  $ 1 0 0  n e r  m o n t h .

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

t h e  d i r e c t o r  b y  a  m e m b e r  i n s u r e r  i f  t h e  a p p e a l  i s  t a k e n  w i t h i n  30  d a y s  

a f t e r  t h e  d a t e  t h e  n o t i c e  o f  t h e  a c t i o n  i s  m a i l e d .  F i n a l  a c t i o n  o r  

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

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

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

t e r .

S e c .  2 1 . 7 9 . 1 0 0 .  P R E V E N T I O N  O F  I N S O L V E N C I E S .  ( a )  T h e  d i r e c t o r  

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

o f  i n s u r a n c e  o f  A ’.ie  o t h e r  s t a t e s ,  t e r r i t o r i e s  o f  t h e  U n i t e d  S t a t e s ,  

a n d  t h e  D i s t r i c t  o f  C o l u m b i a ,  w i t h i n  3 0 d a y s  a f t e r  t h e  d a t e  o n  w h i c h

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

( 1 ) r e v o c a t i o n  o f  a  l i c e n s e ;

( 2 ) s u s p e n s i o n  o f  a  l i c e n s e ;  o r

' ( 3 )  a  f o r m a l  o r d e r  t h a t  a  m e m b e r  i n s u r e r  r e s t r i c t  i t s

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

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

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

h o l d e r s  o r  c r e d i t o r s .

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

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

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

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

r e g u l a t  -» r.

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

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

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

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

R e g u l a t o r y  I n f o r m a t i o n  S y s t e m  ( I R I S )  r a t i o s  a n d  a  l i s t i n g  o f  c o m p a n i e s  

n o t  i n c l u d e d  i n  t h e  r a t i o s  d e v e l o p e d  b y  t h e  N A I C ,  a n d  t h e  b o a r d  m a y  

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

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

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

( e )  T h e  d i r e c t o r  m a y  s e e k  t h e  b o a r d ' s  a d v i c e  a n d  r e c o m m e n d a t i o n s  

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

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

( f )  T h e  b o a r d  s h a l l

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

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

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

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

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

( 2 ) n o t i f y  t h e  d i r e c t o r  o f  a n y  i n f o r m a t i o n  t h a t  i n d i c a t e s  

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

( g )  T h e  b o a r d  m a y  r e q u e s t  t h e  d i r e c t o r  t o  e x a m i n e  a  m e m b e r  

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

s u r e r .  W i t h i n  30 d a y s  a f t e r  r e c e i p t  o f  t h e  r e q u e s t ,  t h e  d i r e c t o r  

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

N A I C  e x a m i n a t i o n  o r  m a y  b e  c o n d u c t e d  b y  p e r s o n s  t h e  d i r e c t o r  d e s i g ­

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

e x a m i n a t i o n  r e p o r t s  u n d e r  A S  2 1 . 0 6 .  T h e  c o m p l e t e d  e x a m i n a t i o n  r e p o r t  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

S e c .  2 1 . 7 9 . 1 1 0 .  M I S C E L L A N E O U S  P R O V I S I O N S .  ( a )  T h i s  c h a p t e r

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

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

w i t h  a s s e s s m e n t  l i a b i l i t y .

' ( b )  T h e  a s s o c i a t i o n  s h a l l  k e e p  r e c o r d s  o f  n e g o t i a t i o n s  a n d

m e e t i n g s  r e l a t i n g  t o  i t s  a c t i v i t i e s .  R e c o r d s  o f  n e g o t i a t i o n s  o r  

m e e t i n g s  m a y  o n l y  b e  m a d e  p u b l i c  u n d e r  A S  2 1 . 7 9 . 0 4 0 ( b )

( 1 ) a f t e r  t h e  t e r m i n a t i o n  o f  a  l i q u i d a t i o n ,  r e h a b i l i t a t i o n ,  

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

i n s u r e r ;

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

o r
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( 3 )  u p o n  t h e  o r d e r  o f  a  c o u r t  o f  c o m p e t e n t  j u r i s d i c t i o n .

( c )  T h e  a s s o c i a t i o n  i s  c o n s i d e r e d  t o  b e  a  c r e d i t o r  o f  t h e  im ­

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

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

c i a t i o n  i s  e n t i t l e d  u n d e r  A S  2 1 . 7 9 . 0 6 0 ( s ) . A s s e t s  o f  t h e  i m p a i r e d  o r  

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

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

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

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

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

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

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

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

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

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

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

i n s u r e r .

( d )  B e f o r e  t h e  t e r m i n a t i o n  o f  a  l i q u i d a t i o n ,  r e h a b i l i t a t i o n ,  o r  

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

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

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

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

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

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

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

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

f o r  m o n e y  s p e n t  i n  c a r r y i n g  o u t  i t s  p o w e r s  a n d  d u t i e s  u n d e r  A S  2 1 . -  

7 9 . 0 6 0 ,  w i t h  r e s p e c t  t o  t h e  i n s u r e r ,  h a s  b e e n  f u l l y  r e c o v e r e d  b y  t h e  

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

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

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

s t o - a k ,  t o  a  c o n t r o l l i n g  a f f i l i a t e ,  a s  d e f i n e d  i n  A S  2 1 . 2 2 . 2 0 0 ,  d u r i n g  

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

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

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

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

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

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

o f  a m o u n t s  d i s t r i b u t e d :

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

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

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

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

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

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

l i a b l e ;

( 2 ) i f  a n  a f f i l i a t e  l i a b l e  u n d e r  ( 1 ) o f  t h i s  s u b s e c t i o n  i s  

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

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

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

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

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

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

s u b s e c t i o n .

S e c .  2 1 . 7 9 . 1 2 0 .  E X A M I N A T I O N  O F  T H E  A S S O C I A T I O N ,  A N N U A L  R E P O R T .  

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

s u b m i t  t o  t h e  d i r e c t o r ,  n o t  l a t e r  t h a n  M a y  1 o f  e a c h  y e a r ,  a  c e r t i f i e d
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f i n a n c i a l  r e p o r t f o r  th e p re c e d in g  c a le n d a r y e a r in  a fo rm  app roved by 

the d i r e c t o r  and a r e p o r t o f i t s  a c t i v i t i e s  d u r in g  the p re c e d in g  

c a le n d a r y e a r . N o th in g in  AS 2 1 .7 9 .1 1 0 (b ) l im i t s  the d u ty o f the 

a s s o c ia t i o n  to  r e p o r t unde r t h i s  s e c t i o n .

Sec. 2 1 .7 9 .1 3 0 . TAX EXEMPTION. The a s s o c ia t i o n  i s  exempt from 

payment o f  a l l  fe e s and ta xe s le v i e d  by th e s t a t e  o r i t s  p o l i t i c a l  

s u b d i v i s io n s , o th e r th a n r e a l p r o p e r t y  ta x e s .

Sec. 2 1 .7 9 .1 4 0 . C IV IL IMMUNITY. The a s s o c ia t i o n  and i t s  agen ts 

and emp loyees , members o f th e Board o f G ove rn o rs , and th e d i r e c t o r  and

the d i r e c t o r ' s  r e p r e s e n t a t i v e s  a re n o t c i v i l l y  l i a b l e  f o r  a c t i o n  taken

by them to  p e r fo rm  d u t ie s  unde r t h i s  c h a p te r .

Sec. 2 1 .7 9 .1 5 0 . STAY OF PROCEEDING ENFORCING JUDGMENT. P ro ­

c eed ings t h a t in v o lv e  th e en fo rc em en t o f a judgm en t o f l i q u i d a t i o n ,

r e h a b i l i t a t i o n ,  o r c o n s e r v a t io n  a g a in s t an im p a ir e d  o r i n s o l v e n t 

i n s u r e r  may n o t be ta ke n u n t i l  a t l e a s t  60 days a f t e r  th e e n t r y  o f the 

ju d gm e n t .

Sec. 2 1 .7 9 .9 0 0 . DEFINITIONS. In  t h i s  c h a p te r ,

(1 ) "a c c o u n t " means an a c co u n t c re a te d  unde r AS 2 1 .7 9 .0 4 0 ;

(2 ) " a s s o c i a t i o n "  means th e A la s k a L i f e  and D i s a b i l i t y  

In su ra n ce G ua ran ty A s s o c ia t i o n ;

(3 ) "b o a rd " means th e Board o f Gove rno rs o f th e A la s k a L i f e  

and D i s a o i l i t y  In s u ra n c e G ua ran ty A s s o c ia t i o n ;

(4 ) " c o n t r a c t u a l o b l i g a t i o n "  means an o b l i g a t i o n  unde r e 

p o l i c y ,  c o n t r a c t ,  o r c e r t i f i c a t e  unde r a g roup p o l i c y  o r c o n t r a c t ,  o r 

a p o r t i o n  o f  one;

(5 ) "c o v e re d p o l i c y "  means a p o l i c y  o r c o n t r a c t d e s c r ib e d  

in  AS 2 1 .7 9 .0 2 0 (a ) and ( b ) ;

(6 ) "member i n s u r e r "  means an in s u r e r  l ic e n s e d  to t r a n s a c t 

in s u ra n c e i n  th e s t a t e  t h a t is s u e s a p o l i c y  d e s c r ib e d  in
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A S  2 1 . 7 9 . 0 2 0 ( a )  a n d  ( b )  , o r  a s u b s c r i b e r  c o n t r a c t  p r o v i d i n g  b e n e f i t s  

d e s c r i b e d  i n  A S  2 1 . 8 7 . 1 2 0 ( a ) ( 2 )  -  ( 4 )  o r  2 1 . 8 7 . 1 3 0 ( a ) ( 2 )  a n d  ( 3 ) ,  a n d  

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

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

w i t h d r a w n ;  " m e m b e r  i n s u r e r "  b u t  d o e s  n o t  i n c l u d e

( A )  a  h e a l t h  m a i n t e n a n c e  o r g a n i z a t i o n ;

( B )  a  f r a t e r n a l  b e n e f i t  s o c i e t y ;

( C )  a  m a n d a t o r y  s t a t e  p o o l i n g  p l a n ;

( D )  a  m u t u a l  a s s e s s m e n t  c o m p a n y  o r  a n  e n t i t y  t h a t  

o p e r a t e s  o n  a n  a s s e s s m e n t  b a s i s ;

( E )  a n  i n s u r a n c e  e x c h a n g e ;  o r

( F )  a  h o s p i t a l  o r  m e d i c a l  s e r v i c e  o r g a n i z a t i o n ;

( 7 )  " N A I C "  m e a n s  t h e  N a t i o n a l  A s s o c i a t i o n  o f  I n s u r a n c e  

C o m m i s s i o n e r s ;

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

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

l e s s  a  d i v i d e n d  a n d  e x p e r i e n c e  c r e d i t ;  " p r e m i u m "  d o e s  n o t  i n c l u d e  a n  

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

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

a g e  i s  n o t  p r o v i d e d  u n d e r  A S  2 1 . 7 9 . 0 2 0 ( b )  a n d  ( c ) ;

( 9 )  " r e s i d e n t "  m e a n s  a  p e r s o n  w h o  r e s i d e s  i n  t h i s  s t a t e  a t  

t H e  t i m e  a  m e m b e r  i n s u r e r  i s  d e t e r m i n e d  t o  b e  a n  i m p a i r e d  o r  i n s o l v e n t
j

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

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

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

( 1 0 ) " s u p p l e m e n t a l  c o n t r a c t "  m e a n s  a n  a g r e e m e n t  e n t e r e d  i n t o  

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

( 1 1 ) " u n a l l o c a t e d  a n n u i t y  c o n t r a c t "  m e a n s  a n  a n n u i t y  c o n t r a c t  

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

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

S e c .  2 1 . 7 9 . 9 9 0 .  S H O R T  T I T L E .  T h i s  c h a p t e r  m a y  b e  c i t e d  a s  t h e  

A l a s k a  L i f e  a n d  D i s a b i l i t y  I n s u r a n c e  G u a r a n t y  A s s o c i a t i o n  A c t .

*  S e c .  4 .  A S  2 1 . 8 0 . 0 2 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 8 0 . 0 2 0 .  A P P L I C A B I L I T Y .  T h i s  c h a p t e r  a p p l i e s  t o  a l l  

k i n d s  o f  d i r e c t  i n s u r a n c e  w r i t t e n  b y  a n  a d m i t t e d  i n s u r e r  [ ,  ] e x c e p t  i 

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

[ O C E A N ]  m a r i n e  a n d  t r a n s p o r t a t i o n  i n s u r a n c e  f o r  v e s s e l s  1 0 0  f e e t  o r  

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

*  S e c .  5 .  A S  2 1 . 8 0 . 0 4 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 8 0 . 0 4 0 .  C R E A T I O N  O F  A S S O C I A T I O N .  T h e r e  i s  c r e a t e d  a 

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

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

A S  2 1 . 8 0 . 1 8 0 ( 6 )  s h a l l  b e  a n d  r e m a i n  m e m b e r s  o f  t h e  a s s o c i a t i o n  a s  a 

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

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

e s t a b l i s h e d  a n d  a p p r o v e d  u n d e r  A S  2 1 . 8 0 . 0 7 0  a n d  s h a l l  e x e r c i s e  i t s  

p o w e r s  t h r o u g h  a  b o a r d  o f  d i r e c t o r s  e s t a b l i s h e d  u n d e r  A S  2 1 . 8 0 . 0 5 0 .  

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

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

' ( 1 ) t h e  w o r k e r s '  c o m p e n s a t i o n  i n s u r a n c e  a c c o u n t ;

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

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

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

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

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

( a )  T h e  b o a r d  o f  d i r e c t o r s  o f  t h e  a s s o c i a t i o n  c o n s i s t s  o f  n o t  

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

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

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

i s  n o t  s e l e c t e d  t o  f i l l  a  v a c a n c y  o n  t h e  b o a r d  o f  d i r e c t o r s  w i t h i n  90 

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

i n g  p e r i o d  o f  t h e  t e r m .

*  S e c .  7 .  A S  2 1 . 8 0 . 0 6 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  a s s o c i a t i o n  [ S H A L L ]

( 1 )  i s  [ B E ]  o b l i g a t e d  t o  t h e  e x t e n t  o f  t h e  c o v e r e d  c l a i m s  

e x i s t i n g  b e f o r e  t h e  d e t e r m i n a t i o n  o f  i n s o l v e n c y  a n d  a r i s i n g  w i t h i n  30 

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

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

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

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

A S  2 1 . 7 8 . o r  b e f o r e  t h e  p o l i c y  e x p i r a t i o n  d a t e  i f  l e s s  t h a n  30  d a y s  

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

c a u s e s  i t s  c a n c e l l a t i o n  [ ,  ] i f  t h e  i n s u r e d  d o e s  s o  w i t h i n  3 0 d a y s  o f  

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

e a c h  c o v e r e d  c l a i m  t h a t  [ W H I C H ]  i s  i n  e x c e s s  o f  $ 1 0 0  a n d  i s  l e s s  t h a n  

$ 5 0 0 , 0 0 0  [ $ 3 0 0 , 0 0 0 ] ,  e x c e p t  t h a t  t h e  a s s o c i a t i o n  s h a l l  p a y  t h e  f u l l  

a m o u n t  o f  a n y  c o v e r e d  c l a i m  a r i s i n g  o u t  o f  a  w o r k e r s '  c o m p e n s a t i o n  

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

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

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

( 2 )  i s  [ B E ]  c o n s i d e r e d  t h e  i n s u r e r  t o  t h e  e x t e n t  o f  i t s  

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

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

n o t  b e c o m e  i n s o l v e n t ;
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( 3 )  s h a l l  a l l o c a t e  c l a i m s  p a i d  a n d  e x p e n s e s  i n c u r r e d  a m o n g  

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

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

c i a t i o n  u n d e r  ( a )  ( 1 ) o f  : - .h is  s e c t i o n  s u b s e q u e n t  t o  a n  i n s o l v e n c y ,  t h e  

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

c o s t  o f  e x a m i n a t i o n s  u n d e r  A S  2 1 . 8 0 . 1 1 0 ^  a n d  o t h e r  e x p e n s e s  a u t h o r i z e d  

b y  t h i s  c h a p t e r ;  t h e  a s s e s s m e n t s  o f  e a c h  m e m b e r  i n s u r e r  m u s t  [ S H A L L ]  

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

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

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

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

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

a s s e s s m e n t  n o t  l a t e r  t h a n  3 0  d a y s  b e f o r e  i t  i s  d u e ;  a  m e m b e r  i n s u r e r  

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

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

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

i f  t h e  m a x im u m  a s s e s s m e n t ,  t o g e t h e r  w i t h  t h e  o t h e r  a s s e t s  o f  t h e  a s s o ­

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

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

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

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

c i a t i o n  m a y  e x e m p t  o r  d e f e r ,  i n  w h o l e  o r  i n  p a r t ,  a n  [ T H E ]  a s s e s s m e n t  

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

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

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

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

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

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

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

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

m a d e ;

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

t i o n  a n d  a d j u s t ,  c o m p r o m i s e ,  s e t t l e . * .  a n d  p a y  c o v e r e d  c l a i m s  t o  t h e  

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

m a y  r e v i e w  s e t t l e m e n t s ,  r e l e a s e s . * .  a n d  j u d g m e n t s  t o  w h i c h  t h e  i n s o l v e n t  

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

s e t t l e m e n t s ,  r e l e a s e s . * .  a n d  j u d g m e n t s  m a y  b e  p r o p e r l y  c o n t e s t e d ;

( 5 )  s h a l l  n o t i f y  p e r s o n s  [ A S  T H E  D I R E C T O R  D I R E C T S ]  u n d e r

A S  2 1 . 8 0 . 0 8 0 ( b ) ( 1 ) ;

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

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

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

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

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

l e a s t  1 0  p e r c e n t  a n d w o u l d n o t  r e s u l t  i n  m a t e r i a l  d e l a y  i n c l a i m

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

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

i n s u r e r ;

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

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

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

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

c h a p t e r .

*  S e c .  8 . A S  2 1 . 8 0 . 0 7 0 ( a )  i s  a m e n d e d  t o  r e a d :

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

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

r e a s o n a b l e ,  a n d  e q u i t a b l e  a d m i n i s t r a t i o n  o f  t h e  a s s o c i a t i o n .  T h e  p l a n
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o f o p e r a t i o n  and amendments become e f f e c t i v e  upon a p p ro v a l i n  w r i t i n g  

by the d i r e c t o r .  I f  [THE ASSOCIATION FAILS TO SUBMIT A SUITABLE PLAN 

OF OPERATION BY NOVEMBER 4, I970 OR IF AT ANY SUBSEQUENT TIME] the

a s s o c ia t i o n  f a i l s  to subm it s u i t a b l e  amendments to the p la n , the 

d i r e c t o r  s h a l l ,  a f t e r  n o t i c e  and h e a r in g , adop t re a s o n a b le r e g u la t io n s  

ne ce s s a ry o r a d v is a b le  to  e f f e c t u a t e  th e p r o v i s io n s  o f t h i s  c h a p te r . 

These r e g u la t i o n s  s h a l l c o n t in u e  in  fo r c e  u n t i l  m o d i f ie d  by the d i r e c ­

t o r  o r supe rseded by a p la n  s u bm i t te d  by th e a s s o c ia t i o n  and app roved 

by the d i r e c t o r .

*  Sec. 9. AS 2 1 .8 0 .0 8 0 (b ) i s  amended to  re a d :

(b ) The d i r e c t o r  may

(1 ) r e q u i r e  t h a t the a s s o c ia t i o n  n o t i f y  th e in s u re d s c f  the

in s o l v e n t in s u r e r  and any o th e r i n t e r e s t e d  p a r t i e s  o f the d e te rm in a ­

t i o n  o f in s o lv e n c y  and o f t h e i r  r i g h t s  unde r t h i s  c h a p te r ; t h i s  n o t i ­

f i c a t i o n  s h a l l be by m a i l a t t h e i r  l a s t  known add re s s , when a v a i l a b l e , 

b u t i f  s u f f i c i e n t  in f o rm a t i o n  f o r  n o t i f i c a t i o n  by m a i l i s  n o t a v a i l ­

a b le , n o t i c e  by p u b l i c a t i o n  in  a newspaper o f  g e n e ra l c i r c u l a t i o n  is  

s u f f i c i e n t ;

(2 ) suspend o r re vo ke , a f t e r  n o t i c e  and h e a r in g , the c e r t i ­

f i c a t e  o f a u t h o r i t y  to  t r a n s a c t in s u ra n c e  i n  t h i s  s t a t e  o f any member

i n s u r e r  t h a t  [WHICH] f a i l s  to  pay an assessment when due o r f a i l s  to  

c o i r f p l y w i t h  th e p la n  o f o p e r a t i o n ; as an a l t e r n a t i v e ,  the d i r e c t o r  may 

le v y  a f i n e  on any member in s u r e r  t h a t [WHICH] f a i l s  to  pay an a sse ss ­

ment when due; t h i s  f i n e  may n o t exceed f i v e  pa r c e n t o f th e unpa id

assessment p e r month o r p o r t i o n  o f a m on th , e x ce p t t h a t a [NO] f i n e

may n o t be le s s  th a n $250 [$100 ] a month ;

(3 ) re vo ke th e d e s ig n a t io n  o f any s e r v i c i n g  f a c i l i t y  upon a 

f i n d i n g  t h a t c la im s a re b e in g hand led u n s a t i s f a c t o r i l y ^

(4 ) upon a f i n d i n g  by th e s u p e r io r  c o u r t t h a t th e boa rd o f 

CSSB 259 (L&C) -2 8 -



r

■

6

1

e

s

10

1 1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

WORK DRAFT WORK DRAFT WORK DRAFT

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

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

u n d e r  A S  2 1 . 8 0 . ^ 6 0 .

*  S e c .  1 0 .  A S  2 1 . 8 0 . 1 2 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 8 0 . 1 2 0 .  E X A M I N A T I O N  O F  T H E  A S S O C I A T I O N .  T h e  a s s o c i a t i o n

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

o f  d i r e c t o r s  s h a l l  s u b m i t ,  n o t  l a t e r  t h a n  M a r c h  3 0  o f  e a c h  y e a r ,  a 

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

a p p r o v e d  b y  t h e  d i r e c t o r .

*  S e c .  1 1 .  A S  2 1 . 8 0 , 1 4 0  i s  a m e n d e d  t o  r e a d :

S e c .  2 1 . 0 0 . 1 4 0 .  R E C O G N I T I O N  O F  A S S E S S M E N T S  I N  R A T E S .  T h e  r a t e s

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

a p p l i e s  m a y  [ S H A L L ]  i n c l u d e  a m o u n t s  s u f f i c i e n t  t o  o f f s e t  t h e  a s s e s s ­

m e n t  m a d e  u n d e r  t h i s  c h a p t e r  a n d  [ R E C O U P  A  SUM E Q U A L  T O  T H E  A M O U N T S ]  

p a i d  t o  t h e  a s s o c i a t i o n  b y  t h e  m e m b e r  i n s u r e r  l e s s  [ A N Y ]  a m o u n t s  

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

[ S H A L L ]  n o t  b e  c o n s i d e r e d  e x c e s s i v e  b e c a u s e  t h e y  c o n t a i n  a n  a m o u n t  

r e a s o n a b l y  c a l c u l a t e d  t o  o f f s e t  [ R E C O U P ]  a s s e s s m e n t s  p a i d  b y  t h e  

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

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

z a t i o n  m a y  m a k e  a  p r o v i s i o n  i n  i t s  r a t e  f i l i n g  t o  r e c o v e r  a n  a s s e s s -  

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

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

n o t ,  s u b j e c t  t o  t h e  p r e m i u m  t a x  i m p o s e d  u n d e r  A S  2 1 . 0 9 . 2 1 0 .

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

( 2 4 )  " i m p a i r e d ” o r  " i m p a i r m e n t "  m e a n s  t h a t

( A )  a n  i n s u r e r ' s  p o l i c y h o l d e r  s u r p l u s  i s  g r e a t e r  t h a n  

z e r o  b u t  l e s s  t h a n  t h a t  r e q u i r e d  b y  A S  2 1 . 0 9 . 0 7 0  f o r  t h e  a u t h o r i ­

t y  t o  t r a n s a c t  t h e  k i n d s  o f  i n s u r a n c e  b e i n g  t r a n s a c t e d ;  o r
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(B) an in s u r e r  i s  b e in g  o p e ra te d in  a manner such th a t 

i r r e p a r a b le  lo s s and i n j u r y  has o c c u r r e d , o r m ig h t o c c u r , to  th e 

in s u r e r  o r to  the p u b l i c ;

(25 ) " i n s o l v e n t "  o r " in s o l v e n c y "  means t h a t an i n s u r e r ' s  

p o l i c y h o l d e r  s u rp lu s  i s  le s s  than o r equa l to  z e ro .

* Sec. 13. AS 21 . 8 0 . 0 6 0 ( b ) (6 ) , 2 1 .8 0 .0 7 0 ( d ) , and 21 ,8 0 .1 7 0 a re r e ­

pea led .

*  Sec. 14. AS 2 1 .7 9 .1 5 0 , enac te d in  sec . 3 o f t h i s  A c t , has th e e f f e c t  

o f chang ing Ru le 6 2 ( a ) , A la s k a Rules o f C i v i l  P ro ce du re , by p r o v id i n g  f o r  

an a u tom a t ic  60 -day s ta y  o f a c t i o n  in  a l i q u i d a t i o n ,  r e h a b i l i t a t i o n ,  o r 

c o n s e rv a t io n  p ro c e e d in g .

*  Sec. 15. AS 21 .7 9 .0 60 ( r )  , enac ted i n  sec . 3 o f t h i s  A c t , has th e 

e f f e c t  o f amending Ru le 2 4 ( a ) , A la s k a Ru les o f C i v i l  P ro ce du re , by g i v i n g  

the A la ska L i f e  and D i s a b i l i t y  In s u ra n c e Gua ran ty A s s o c ia t i o n  th e r i g h t  to 

in te r v e n e  i n  c e r t a i n  c i v i l  a c t i o n s .

*  Sec. 16. IN IT IA L ORGANIZATION OF ASSOCIATION. To o rg a n iz e  th e A la s ka 

L i f e  and D i s a b i l i t y  In s u ra n c e G ua ran ty A s s o c ia t i o n  e s ta b l i s h e d  unde r 

AS 21 .7 9 .0 4 0 , as enac te d by sec . 3 o f t h i s  A c t , and to  s e le c t i t s  f i r s t  

Board o f G ove rno rs , th e d i r e c t o r  o f th e d i v i s i o n  o f in s u ra n c e  s h a l l  g iv e  

n o t i c e  to  a l l  member in s u r e r s  o f tu e t im e and p la c e  o f th e o r g a n i z a t i o n a l 

m ee t in g . A member in s u r e r  i s  e n t i t l e d  to  one v o te  i n  pe rson o r by p ro x y a t 

the o r g a n i z a t i o n  m ee t in g . I f  th e members o f th e boa rd a re n o t s e le c te d  

w i t h i n  60 days a f t e r  th e da te t h a t n o t i c e  o f the o r g a n i z a t i o n a l m ee t in g i s  

g iv e n , th e d i r e c t o r  may a p p o in t th e members.

*  Sec. 17. T h is A c t ta kes e f f e c t  Ja n u a ry 1, 1991.
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T e c h n i c a l  A m m e n d m e n t s 3 / 1 9 / 9 0

O n  P a g e  9, L i n e  1 3.
C h a n g e  w o r d  " i n s u r e r "  to r e a d  " i n s u r e d "
T h i s  is a  t y p o g r a p h i c a l  e r r o r  t h a t  h a s  n o t  b e e n  n o t e d  i n  s e v e r a l  drafts.

O n  P a g e  3 0 .  L i n e  6.
R e m o v e  t h e  r e f e r e n c e  " A S  2 1 . 8 0 . 0 6 0 ( b ) ( 6 ) "
T h i s  w a s  a n  o v e r s i g h t  w i t h  t h e  l a t e s t  d r a f t  c o m m i t t e e  s u b s t i t u t e .  T h e  
s e c t i o n  s h o u l d  n o t  b e  r e p e a l e d  s i n c e  t h e  g u a r a n t y  f u n d  will r e m a i n  a  
p o s t  i n s o l v e n c y  p l a n .


