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In t r o d u c e d :  2/10/81
R e fe r r e d :  F in a n c e

[N  THE HOUSE BY MALONE
HOUSE B I L L  NO. 135 

IN  THE LEG ISLATURE OF THE STATE OF ALASKA 
TWELFTH LEG ISLATURE  -  F IRST  SESS ION  

A B IL L
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  t o  h o u s in g  l o a n s ;  and p r o v id in g  f o r

an e f f e c t i v e  d a t e ."
BE IT  ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA:

* S e c t i o n  1 . AS 4 4 .4 7 .3 7 0  i s  amended by  add ing  a  new p a ra g rap h  to  r e a d :
(8 )  o r i g i n a t e  and s e r v i c e  d i r e c t  lo a n s  made f o r  p u rc h a s e ,

r e n o v a t io n ,  o r  im provem ents and  b u i ld in g  m a t e r i a l s ,  f o r  noncon form ing  
h o u s in g  made to  q u a l i f i e d  b u y e rs  in  a c c o rd a n c e  w ith  AS 4 4 .4 7 .3 6 0  -  
4 4 .4 7 .5 6 0 .

* S e c .  2 . AS 4 4 .4 7 .3 8 0  i s  amended t o  r e a d :
S e c . 4 4 .4 7 .3 8 0 .  NONCONFORMING HOUSING LOAN FUND. T h e re  i s

c r e a t e d  in  th e  D ep artm en t o f  Com m unity and R e g io n a l  A f f a i r s  th e  non - 
co n fo rm in g  h o u s in g  lo an  fund  c o n s i s t i n g  o f  money a p p r o p r ia t e d  to  i t  by 
th e  l e g i s l a t u r e .  The d i r e c t o r  s h a l l  a d m in is t e r  th e  noncon fo rm ing  
h o u s in g  lo a n  fund in  a c co rd a n ce  w ith  AS 4 4 .4 7 .3 6 0  -  4 4 .4 7 .5 6 0  and s h a l l  
u se  th e  money in  th e  n oncon fo rm ing  h o u s in g  lo a n  fu n d  t o  o r i g i n a t e ,  
pu rchase^  o r  p a r t i c i p a t e  in  th e  p u rch a se  o f

(1 )  noncon form ing  h o u s in g  m ortgage lo a n s ;
(2 )  lo a n s  made f o r  b u i ld in g  m a t e r i a l s  f o r  noncon fo rm ing

h o u s in g ;
(3 )  lo a n s  made f o r  r e n o v a t io n s  o r  im provem ents to  noncon ­

fo rm in g  h o u s in g s
(4 )  lo a n s  fo r  c o n s t r u c t i o n .

(b ) Loans may be made f o r
(1 )  o w n e r -o c cu p ied  s in g l e  and tw o - fa m i ly  s t r u c t u r e s ;
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(2 ) o w n e r -o ccu p ied  th r e e  and fo u r  u n i t  s t r u c tu r e s  lo c a t e d  
in  r u r a l  a r e a s ;

(3 )  n on ow n er-o ccu p ied  s in g le  and tw o - fa m ily  s t r u c t u r e s ;  and
(4 ) n on ow n er-o ccu p ied  th r e e  and fo u r  u n i t  s t r u c tu r e s  lo c a t e d  

in  r u r a l  a r e a s .
* S e c .  3 . AS 4 4 .4 7  i a  amended by add ing  a  new s e c t i o n  to  r e a d :

S e c .  4 4 .4 7 .3 8 5 .  D ISP O S IT IO N  OF LOAN FUND. (a )  Not l e s s  th an  80 
p e r c e n t  o f  th e  amount a p p ro p r ia te d  by th e  l e g i s l a t u r e  t o  th e  noncon form ­
in g  h o u s in g  lo a n  fund  s h a l l  be u sed  to  o r i g in a t e  d i r e c t  lo an s  o r p u r ­
c h a s e  o r  p a r t i c i p a t e  in  th e  p u rch a se  o f  lo a n s  in  a cco rd an ce  w ith  
AS 4 4 .4 7 .3 8 0 (b ) ( 1 )  and ( b ) ( 2 ) .

(b ) Not more th an  20 p e r c e n t  o f  th e  amount a p p ro p r ia te d  by th e  
l e g i s l a t u r e  to  th e  noncon form ing  h ou s in g  lo an  fund may be u sed  to  
o r i g i n a t e  d i r e c t  lo a n s  o r  p u rch a se  o r  p a r t i c i p a t e  in  th e  p u rch a se  o f  
lo a n s  in  a c c o rd a n c e  w ith  AS 4 4 .4 7 .3 8 0 (b ) ( 3 )  and ( b ) ( 4 ) .

* S e c .  4 . AS 4 4 .4 7 .3 9 0  i s  amended to  r e a d :
S e c . 4 4 .4 7 .3 9 0 .  L IM ITAT ION S ON USE OF NONCONFORMING HOUSING LOAN 

FUND. The d i r e c t o r  may n o t u se  th e  inoney in  th e  noncon form ing  h ou s in g  
lo a n  fund  to

(1 ) o r i g i n a t e  d i r e c t  lo an s  o r  p u rch a se  or p a r t i c i p a t e  in  th e  
p u rch a se  o f  a noncon fo rm ing  h ou s in g  m ortgage lo an  w hich e x ce ed s  th e
l im i t a t i o n s  on m ortgage  lo an s  p u rchased  by th e  F e d e ra l  N a t io n a l  M ortg age
A s s o c i a t i o n  a s  t o  p r in c ip a l  am ount;

(2 ) o r i g i n a t e  d i r e c t  lo an s  o r p u rch a se  or p a r t i c i p a t e  in  th e  
p u rch a se  o f  a  lo a n  made fo r  b u i ld in g  m a t e r i a l s  fo r  noncon form ing  h ou s in g

(A ) w hich ex ce ed s
( i )  80 p e r c e n t  o f  th e  a p p ra is e d  v a lu e  o f  th e  work

com p le ted  on th e  noncon form ing  h ou sin g  fo r  w hich th e  lo a n  i s  made 
i f  th e  noncon fo rm ing  h o u s in g  i s  p led g ed  as c o l l a t e r a l  f o r  th e
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, lo an i o r
2 (1 1 ) 80 p e rc e n t o f  th e  v a lu e  o f  o th e r  p ro p e r ty
3 which Is p led g ed  a s  s e c u r i t y  f o r  th e  lo an  and w hich I s  s a t l s -
4 f a c t o r y  t o  th e  d i r e c t o r  a s  c o l l a t e r a l i
5 (B) u n le s s  th e  term s of th e  lo an  agreem ent r e q u ir e
6 in s p e c t io n s  and c e r t i f i c a t i o n s ,  a s  r e q u ire d  by r e g u la t io n s  o f  th e
7 d i r e c t o r ,  a t  th e  expen se  o f  th e  b o rro w er ; and
8 ( C )  u n le s s  th e  p e r io d  o f  tim e a llow ed  f o r  repaym ent o f
e the lo a n  i s  eq u a l to  o r  l e s s  th an  th e  l e s s e r  o f

10 (1 ) th r e e  y e a r s ;  o r
11 (11 ) th e  maximum p e r io d  o f  tim e e s t a b l i s h e d  by
12 r e g u la t io n  by th e  d i r e c t o r  based  on th e  p r e v a i l in g  p r a c t i c e  among
13 p r iv a t e  f i n a n c i a l  i n s t i t u t i o n s  in  th e  g en e ra l a r e a  in  which the
14 lo an  i s  made fo r  lo an s  fo r  th e  p u rch ase  o f  b u i ld in g  m a te r ia l s ;
16 (3 ) o r ig in a t e  d i r e c t  lo an s  o r  pu rchase  or p a r t i c i p a t e  in  the
16 purchase  o f  a  noncon form ing  housing  m ortgage lo an  which i s  se cu red  by
17 r e a l  p ro p e r ty  th e  m ark e tab le  t i t l e  t o  w hich  i s  shown in  a cco rd an ce  w ith
18 AS 4 4 .4 7 .4 2 0 (b ) (2 )  i f  th e  t o t a l  amount o f  o u ts ta n d in g  nonconform ing
19 housing  m ortgage lo an s  h e ld  by the d i v i s i o n  exceed s 10 tim es th e  amount
20 o f  money in  th e  r e s t r i c t e d  t i t l e  lo s s  r e s e r v e  accou n t (AS 4 4 .4 7 .4 3 0 )  [ ;
21 (4 )  PURCHASE OR PARTICIPATE IN  THE PURCHASE OF CONSTRUCTION
22 LOANS].
23 * S e c . 5 . AS 4 4 .4 7  i s  amended by ad d in g  a new s e c t io n  to  re ad :
24 S e c . 4 4 .4 7 .3 9 5 . OPERATING LOSS RESERVE ACCOUNT. (a ) There  i s
26 e s ta b l i s h e d  an o p e ra t in g  l o s s  r e s e r v e  a cco u n t f o r  th e  purpose  o f  m eeting
26 le g a l  exp en se s  in cu rr ed  th rough  th e  fo r e c lo s u r e  o f  p r o p e r t ie s  a cq u ired
27 by the d i r e c t o r  under AS 4 4 .4 7 .3 7 0 (6 )  and making r e p a i r s  to  th e se
29 p r o p e r t ie s  so  th a t  th ey  may be so ld  t o  new b u y e rs .
29 (b) The o p e ra t in g  r e s e r v e  l o s s  a ccou n t c o n s i s t s  o f  money ap p ro -
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p r ia t e d  by th e  l e g i s l a t u r e .  To th e  e x te n t  t h a t  money i s  p a id  ou t o f  
th e  o p e ra tin g  l o s s  r e s e rv e  a c c o u n t fo r  th e  p u rp o se s  s t a t e d  in  t h i s  
s e c t i o n ,  t h i s  money s h a l l  be r e p la c e d  w ith  money r e c e iv e d  a s  i n t e r e s t  
on lo an s  a u th o r iz e d  by t h i s  c h a p te r .

* S e c . 6 . AS 4 4 .4 7 .4 0 0  i s  amended to  re ad :
S ec . 4 4 .4 7 .4 0 0 . SECURITY FOR LOANS. (a )  The d i r e c t o r  s h a l l  

ad o p t r e g u la t io n s  in  a c co rd an ce  w ith  th e  A d m in is t r a t iv e  P ro ced u re  A c t  
(AS 44 .6 2 ) e s t a b l i s h in g  a c c e p ta b le  s e c u r i t y  f o r  lo a n s  o r ig in a t e d  o r  
pu rchased  in  w hole o r in  p a r t  under AS 4 4 .4 7 .3 8 0 .

(b) A p e rso n  may p led g e  a s  s e c u r i t y  f o r  th e  repaym en t o f  a lo an  
o r ig in a t e d  or pu rchased  in  w hole  o r in  p a r t  under AS 4 4 .4 7 .3 8 0  a p r e ­
fe r e n c e  r ig h t  he h o ld s  to  r e c e i v e  t i t l e  to  land  he o c c u p ie s  as a p r im ary  
p la c e  o f r e s id e n c e ,  prim ary  p la c e  o f  b u s in e s s ,  s u b s is t e n c e  c a m p s ite ,  or 
a s  h ead q u ar te rs  f o r  r e in d e e r  h u sban d ry . The p r e fe r e n c e  r ig h t  m ust be 
conveyed to  th e  p erson  by th e  N a t iv e  c o r p o r a t io n  t o  w hich  th e  la n d  was 
g ran ted  under s e c t i o n  14 o f  th e  A la sk a  N a t iv e  C la im s  S e t t le m e n t  A c t  (85 
S t a t .  688, 43 U . S . C .  s e c s .  1601 -  1626, a s  amended by P . L .  9 4 -2 0 4 )  
b e fo r e  i t  may be p ledged  a s  s e c u r i t y  under t h i s  s u b s e c t io n .  The commis­
s io n e r  o f  community and r e g io n a l  a f f a i r s  s h a l l  p r e s c r ib e  p ro ced u re s  and 
s tan d a rd  form s f o r  e s t a b i s h in g ,  p le d g in g , and a p p r a is in g  th e  v a lu e  o f  a 
p r e fe r e n c e  r i g h t  h e ld  by a  p e rso n  to  s e c u re  th e  repaym en t o f  a lo a n  
o r ig in a t e d  o r  pu rchased  in  w hole or in  p a r t  under AS 4 4 .4 7 .3 8 0 .

* S e c .  7. AS 4 4 .4 7 .4 1 0  i s  amended to  r e a d :
S ec . 4 4 .4 7 .4 1 0 . INTEREST ON LOANS. The i n t e r e s t  r a t e  on a m o rt­

gage loan  o r ig in a t e d  o r pu rch ased  in  whole o r in  p a r t  under AS 4 4 . -  
47 .380  may n o t exceed

(1 )  n in e  p e rc e n t f o r  a m ortgage lo an  made to  a  p e rso n  who i s  
an e l i g i b l e  v e te r a n  under AS 18 .56 .101|

(2 ) te n  p e rc e n t f o r  a m ortgage lo an  made t o  a  p e rso n  o th e r
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th a n  a  p e rso n  d e s c r ib e d  i n  (1 )  o f  t h i s  s u b s e c t io n .
* S e c .  8 . AS 4 4 .4 7 .4 2 0 ( a )  i s  amended t o  r e a d :

S e c .  4 4 .4 7 .4 2 0 .  T IT L E .  ( a )  B e fo r e  th e  d i r e c t o r  o r i g in a t e s  o r 
p u rch a se s  a n o n con fo rm in g  h o u s in g  m ortgag e  lo an  i n  w hole o r  i n  p a r t ,  
th e  d i r e c t o r  may r e q u i r e  a  b o rrow er t o  show m a rk e ta b le  t i t l e  to  r e a l  
p r o p e r ty  o f f e r e d  a s  s e c u r i t y  f o r  th e  lo a n  to  be p u rc h a se d .

* S e c .  9 . AS 4 4 .4 7 .4 3 0 (b )  i s  amended t o  r e a d :
(b ) The d i r e c t o r  may w ith d raw  money from  th e  r e s t r i c t e d  t i t l e  

l o 8 8 r e s e r v e  a cco u n t in  an  amount e q u a l t o  th e  l o s s  to  th e  d i v i s i o n  on 
a noncon fo rm ing  h o u s in g  m ortgage  lo a n  o r ig in a t e d  o r  p u rchased  in  w hole 
o r  in  p a r t  b y  th e  d i v i s i o n  i f  m a rk e ta b le  t i t l e  t o  th e  r e a l  p r o p e r ty  
u sed  to  s e c u r e  th e  lo a n  was shown in  a c co rd an ce  w ith  AS 4 4 .4 7 .4 2 0 ( b ) ( 2 ) .  
Money w ithdraw n  from  th e  r e s t r i c t e d  t i t l e  lo s s  r e s e r v e  a c co u n t under 
t h i s  s e c t i o n  s h a l l  be d e p o s i t e d  in  th e  n on con fo rm ing  housing  lo a n  fu n d .

* S e c .  10 . AS 4 4 .4 7 .4 4 0  i s  amended b y  add ing  a new s u b s e c t io n  t o  r e a d :
(b ) The d i v i s i o n  may e s t a b l i s h  a b la n k e t  f i r e  in su ra n c e  p o l i c y  in  

c o o p e r a t io n  w ith  th e  A la s k a  H ou sin g  F in a n ce  C o r p o r a t io n  c o v e r in g  th e  
a s s e t s  o f  b o th  c o r p o r a t io n s  a s  p ro v id e d  in  AS 1 8 .5 6 .

* S e c .  11 . AS 4 4 .4 7 .4 6 0  i s  amended to  r e a d :
S e c . 4 4 .4 7 .4 6 0 .  LOAN S E R V IC IN G . (a ) B e fo r e  p u rc h a s in g  o r

p a r t i c i p a t i n g  in  th e  p u rc h a se  o f  a lo a n ,  th e  d i r e c t o r  s h a l l  e n t e r  in t o  
a lo an  s e r v i c in g  ag reem en t w ith  th e  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  from  
w hich th e  lo a n  i s  t o  be p u rc h a se d .

(b ) The d i r e c t o r  may e x e c u te  s e r v i c e  ag reem en ts  w ith  p r i v a t e  
le n d in g  i n s t i t u t i o n s  t o  s e r v i c e  lo a n s  o r ig in a t e d  by the d i v i s i o n .

( c )  Under th e  s e r v i c i n g  ag re em en t, th e  p r i v a t e  f i n a n c i a l  i n s t i ­
t u t i o n  s h a l l  a d m in is t e r  th e  lo a n  and may ch arg e  th e  d i v i s i o n  a n e g o t i ­
a te d  f e e  on th e  d i v i s i o n ' s  sh a r e  o f  th e  lo a n . When a p p r o p r ia t e ,  th e  
(THE] p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  may a l s o  ch a rg e  th e  b o rro w er  a
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r e a s o n a b le  o r i g in a t o r  f e e  n o t t o  e x ce ed  one p e r c e n t .
* S e c .  12. AS 4 4 .4 7 .4 7 0  i s  amended to  r e a d :

S e c .  4 4 .4 7 .4 7 0 .  APPRAISALS . B e fo r e  o r i g in a t in g  o r  p u rc h a s in g  or 
p a r t i c i p a t i n g  in  th e  p u rch ase  o f  a  noncon fo rm ing  h ou sin g  m ortgage lo an , 
th e  d i r e c t o r  may h ave  o r  may r e q u ir e  th e  borrow er to  have an a p p r a i s a l  
made o f  th e  f a i r  m arket v a lu e  o f  th e  r e a l  p r o p e r ty ,  in c lu d in g  s t r u c ­
tu r e s  on th e  r e a l  p r o p e r ty ,  f o r  w hich th e  lo a n  i s  made. In  co n d u c tin g  
an a p p r a i s a l  under t h i s  s e c t i o n ,  th e  a p p r a is e r  s h a l l  g iv e  f u l l  v a lu e  t o  
i n s u l a t i o n  and o th e r  f e a tu r e s  o f  c o n s t r u c t io n  in  s t r u c tu r e s  on th e  r e a l  
p r o p e r ty  w hich add t o  th e  en e rg y  e f f i c i e n c y  o f  th e  s t r u c t u r e s .

* S e c .  13 . AS 4 4 .4 7 .4 9 0  i s  amended to  r e a d :
S e c . 4 4 .4 7 .4 9 0 .  ASSISTANCE BY D IV IS IO N  PERSONNEL. (a )  The 

d i r e c t o r  s h a l l  c r e a t e  f i e l d  o f f i c e s  w hich h ave  th e  a u th o r i t y  o f  f i n a l  
a p p ro v a l o f  lo an s  under t h i s  c h a p t e r , h i r e  a t  l e a s t  one le n d in g  
o f f i c e r ^  and may [SHALL] c o n t r a c t  f o r  th e  s e r v i c e s  o f

(1 )  r e a l  p r o p e r ty  a p p r a is e r s  who a r e  f a m i l i a r  w ith  r u r a l  
c o n s tr u c t io n }  and

(2 ) e n g in e e r s  who a r e  f a m i l i a r  w ith  e n g in e e r in g  prob lem s in  
a r c t i c  and s u b a r c t i c  r e g io n s .

(b ) The p e r so n n e l d e s c r ib e d  in  (a )  o f  t h i s  s e c t io n  s h a l l  make 
r e g u la r  v i s i t s  t o  e ach  o f  th e  r e g io n s  e s t a b l i s h e d  under AS 4 4 .4 7 .5 1 0 (a )  
to  p ro v id e  p r e c o n s t r u c t io n  and p o s t - c o n s t r u c t i o n  in s p e c t io n s  o f  r e a l  
p r o p e r ty  f o r  w hich lo an s  a re  o r ig in a t e d  o r  pu rch ased  by th e  d i v i s i o n  in  
w hole o r  in  p a r t  under AS 4 4 .4 7 .3 8 0  and to  p ro v id e  a s s i s t a n c e  t o  p r iv a t e  
f i n a n c i a l  i n s t i t u t i o n s  and t h e i r  b o rrow ers  in  th e  r e g io n s .

* S e c .  14 . AS 4 4 .4 7 .5 1 0 (b )  i s  amended to  r e a d :
(b ) U n le s s  o th e rw is e  r e q u ir e d  by an a p p r o p r ia t io n ,  th e  d i r e c t o r  

s h a l l  a l l o c a t e  th e  money in  th e  noncon form ing  h ou sin g  lo an  fu nd  among 
th e  r e g io n s  e s t a b l i s h e d  under (a) o f  t h i s  s e c t i o n  f o r  th e  pu rp ose  o f
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o r ig in a t in g  o r  p u rch a s in g  each  ty p e  o f  lo a n  d e s c r ib e d  in  AS 4 4 .4 7 .3 8 0 . 
In  making an a l l o c a t i o n  under t h i s  s u b s e c t io n ,  th e  d i r e c t o r  s h a l l  
c o n s id e r  th e  p a s t  and p o te n t ia l  len d in g  a c t i v i t y  o f  p r iv a t e  f i n a n c i a l  
I n s t i t u t i o n s  in  th e  r e g io n  as w e ll  as th e  need f o r  lo an s  in  th e  r e g io n .  
The d i r e c t o r  may r e a l l o c a t e  th e  money among th e  r e g io n s  a s  he c o n s id e r s  
n e c e s s a ry .

* S e c . 15 . AS 4 4 .4 7 .5 6 0 (3 )  i s  amended to  r e a d :
(3 ) "housing" means ow n er-o ccu p ied  s in g le  and two fa m ily  

s t r u c tu r e s ,  ow ner-occu p ied  th re e  and fo u r  u n i t  s t r u c tu r e s  lo c a te d  in  
r u r a l  a r e a s , and nonow ner-occup ied  s in g le  and two fa m ily  s t r u c tu r e s  and 
nonow ner-occup ied  th r e e  and fo u r  u n i t  s t r u c tu r e s  lo c a te d  in  r u r a l  a r e a s  
[ ,  S INGLE -FAM ILY  HOUSING AND OWNER-OCCUPIED DUPLEXES]}

* S e c . 16. T h is  A c t  ta k e s  e f f e c t  im m ed ia te ly  in  a cco rd an ce  w ith  AS 0 1 . -  
1 0 .0 7 0 (c ) .
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