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BY THE SENATE SPECIAL COMMITTEE
1 IN THE SENATE ON BANKING A ND  E CON O M I C  DE VE LO PM ENT

2 CS FOR SENATE B IL L  NO. 427 (B&ED)

3 IN THE LEGISLATURE OF TH E STATE OF A L A S K A

4 SIXTEENTH LE GI SLATURE - SECOND SESSION

5 A  B I L L

6 For an Act entitled: "An Act relating to p r o g r a m  and administ ra ti on  re-

7 quirements of c e r ta in state corporations; e x p a n d i n g

8 the number of directors of the A l a s k a  Housing F i n a n c e

9 Corporation; ex empting the A l a s k a  Housing F i n a n c e

10 Corporation from the Executive Bu dg et Act and the

11 State Procurement Code; amending the c o r p o r a t i o n’s

12 special mortgage loan purchase p r o g r a m  and progres-

13 sively reducing the m a x i m u m  level of loan amounts

14 eligible for a redu ct io n under a mo rtgage loan sub-

15 sidy; amending the corporation's mortgage loan sub-

16 sidy program for persons of lower and mo derate in-

17 come; and relating to procurement practices of the

18 Alaska Railroad Corporation; and providing for an

19 effective date."

20 BE IT E N A CT ED  BY THE LEGISLATURE OF THE  STATE OF ALASKA:

21 * Sectio n 1. AS 18.56.030(a) is amended to read:

22 (a) The corporation shall be governed by a board of d i r e cto rs

23 consi st in g of

24 (1) the commissioner of revenue and the commissioner of

25 commerce and economic development;

26 (2) one other member who is the head of a [THE] pr i n c i p a l

27 depart me nt  of the executive b r a n c h  of state government a p p oin te d by

28 the governor; and

29 (3) four [TWO] public members a pp ointed by the governor.
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1 * Sec. 2. AS 1 8 . 5 6 . 0 8 9  is am e n d e d  to read:

2 Sec. 18. 56 . 0 8 9 .  A N N U A L  ACC OU NT ING . T h e  [EXECUTIVE B U D G E T  ACT.

3 TH E O P E R A T I N G  B U D G E T  OF THE  C O R P O R A T I O N  IS S U B J E C T  T O  T H E  E X E C UT IV E

4 B U D G E T  A C T  (AS 37.07). TO F U R T H E R  E N S U R E  E F F E C T I V E  B U D G E T A R Y  D E C I­

5 SION M A K I N G  B Y  T H E  LE GI SLATURE, THE] c o r p o r a t i o n  shall p r es en t a

6 co mp le te  a c c o u n t i n g  of all assets of the corp or at ion , i n c l u d i n g  assets

7 of the A l a s k a  h o u s i n g  finance r e v o l v i n g  fund, to the l eg is lature by

8 Ja n u a r y  10 o f  e a c h  year. The  a c c o u n t i n g  shall be audited by an i n­

9 de p ende nt  o u t s i d e  au d i t o r  and  shall in c l u d e  a full d e s c r i p t i o n  of all

10 m o r t g a g e  l o a n  i nt e r e s t  and p r i n c i p a l  r e p a y m e n t s  and  p r o g r a m  receipts,

11 in c l u d i n g  m o r t g a g e  loan c o mm it me nt  fees, r e c e i v e d  by or a c c r u e d  to the

12 c o r p o r a t i o n  d u r i n g  the p r e c e d i n g  fiscal year, and all income ea rn e d  on

13 assets of t h e  c o r p o r a t i o n  d u r i n g  that perio d, i n c lu di ng  e arnings on

14 assets of the  s t a t e  as si st ed m o r t g a g e  fund.
w  -i

15 * Sec. 3. AS 1 8 . 5 6 . 0 9 1  is a m en de d by a d d i n g  a n e w  s ub se c t i o n  to read:

16 (b) N o t w i t h s t a n d i n g  (a) of this section, the loan am oun t e l i g i­

17 ble for a s s i s t a n c e  u n d e r  the subsi dy  a u t h o r i z e d  by (a) of this section

18 is the am ou n t  d e t e r m i n e d  u n d e r  A S  18.56.098(f).

19 * Sec. 4. AS 1 8 . 56 .09 8( f)  is am e n d e d  to read:

20 (f) I n  this s e c tio n and in AS  18. 56. 09 9

21 (1) " g r a d u a t e d  paym en t m o r t g a g e  loan" m eans a m o r t g a g e  loan

22 the terms of w h i c h  provi de  for m o n t h l y  p r i n c i p a l  an d interest payme nt s

23 that

24 (A) du r i n g  the first y e a r  of the mor tg a g e  loan are

25 lower t h a n  the m o n t h l y  p r i n c i p a l  and  interest pa yments that w o u l d

26 be r e q u i r e d  u n d e r  the terms of a level p a y me nt m o r t g a g e  loan mad e

27 at the sam e interest rate; and

28 (B) dur i n g  subseq uen t y ea rs  of the m or tg a g e  loan are

29 g r a d u a t e d  to p rov id e for the same r e t u r n  o v e r  the t e r m  of the

ii
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1 loan that w o u l d  have b e e n  provided by a level payment mortgage

2 loan made at the same interest rate;

3 (2) " loan amount eligible for assistance" means the amoum.

4 of a m o r t g a g e  loan that does not exceed the amount of the loan estab-

5 lished by law; if an amount has not b e e n  establi sh ed by law, the

6 amount is zero;

7 (3) [REPEALED] "mortgage loan" includes a beneficial in-

8 terest or p a r t i c i p a t i o n  in a mortgage loan;

9 (4) "residence" means

10 (A) an owner-occupied, single-family residence, in-

11 eluding a mobile h ome^ [,] or

12 (B) an owner-occupied duplex, triplex^ or fourplex.

13 * Sec. 5. AS 18.56.098(f) is repealed and r e enacted to read:

14 (f) In this section and in AS 18.56.091 and 18.56.099

15 (1) "graduated payment m o r tgage loan" means a mortgage loan

16 the terms of w hich provide for monthly p r incipal and interest payments

17 that

18 (A) during the first yea r  of the mortgage loan are

19 lower than the monthly principal and interest payments that would

20 be r e q uired u nder the terms of a level payment mortgage loan made

21 at the same interest rate; and

22 (B) during subsequent years of the mortgage loan are

23 graduated to provide for the same return over the term of the

24 loan that w ould have been provided by a level payment mortgage

25 loan made at the same interest rate;

26 (2) "loan amount eligible for assistance" means

27 (A) the first $50,000 of a mortgage loan for persons

28 of lower or moderate income w hose p u r c h a s e  of a home is assisted

29 u n d e r AS 18.56.091; or
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(B) except as to persons whose purchase of a home is

assisted under AS 18.56.091, the amount of a mo rtgage loan that

does not exceed the amount of the loan established by law; if an

amount has not been established b y  law, the amount is zero;

(3) "mortgage loan" includes a beneficial interest or

participation in a mortgage loan;

(4) "residence" means

(A) an owner-occupied, single-family residence, in­

cluding a mobile home; or

(B) an owner-occupied duplex, triplex, or fourplex.

* Sec. 6. AS 18.56.098(g) is amended to read:

(g) The corporation shall establish the interest rate on a first 

mortgage loan purchased under (a) of this section in accordance with 

the following:

(1) The interest rate o n  the loan amount eligible for

assistance [FIRST $90,000] of a mortgage loan purchased w i t h  the 

proceeds of an issue of taxable bonds of the corporation is three

percent less than the cost of funds of that issue, except that

(A) if the cost of funds of that issue is less than 10

percent, the interest rate is equal to the cost of funds; and

(B) if the cost of funds of that issue is mor e than 10

percent, the interest rate may not be less than 10 percent.

(2) A n  interest rate de termined under this subsection on

the loan amount eligible for at-iistance [FIRST $90,000] of a mortgage 

loan that is not p ur chased from the proceeds of bonds that are q ual­

ified veterans' mortga ge  bonds u n d e r  the applicable provisions of 26 

U.S.C. (Internal Revenue Code) [26 U.S.C. 103A (MORTGAGE SUBSIDY BOND 

TAX A CT OF 1980), AS  AMENDED,] shall be reduced by one percentage 

point if the loan is made to an eligible veteran under AS 18.56.101.
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(3) The interest rate for the amount of a mo rtg a g e  loan

pu r c h a s e d  under (a) of this section that exceeds the loan amount

e li gible for assistance [$90,000] is equal to the cost of funds to the 

c o r p o ra ti on  attributable to that part of the loan.

(4) The interest rate on the loan amount e li gib le  for

a s s i s tance [FIRST $90,000] of a mor tg ag e loan pur chased w i t h  m o n e y  

that is not the proceeds of either taxable or tax-exempt bonds is the 

rate the corporation determines is appropriate by a pp l i c a t i o n  of the 

p r o v i s i o n  of (1) of this subsection.

(5) The interest rate on the loan amount eligible for

assistance [FIRST $90,000] of a m or t g a g e  loan p u r ch as ed  from the 

proceeds of bonds that are exempt from taxation other than bonds that 

constitute qua lified veterans' bonds u n de r (i) of this section, is 

equal to the interest rate d e te rmi ne d u nder (1) and (2) of this s u b­

section on a loan pu rchased under (a) of this section from the p r o­

ceeds of the most recent applicable issue of taxable bonds sold b y  the 

corporation. A higher or lower interest rate shall be e s t a b l i s h e d  on 

the entire loan amount if required to ensure the tax-exempt status of 

the bonds.

(6) The corpor at io n shall determine the interest rate on a 

mo rt ga ge  loan that is an adjustable rate m or tgage loan as p r o v i d e d  in 

this subsection. The corporation shall recalculate the interest rate 

from time to time based on changes in the cost to the c o r p o r a t i o n  of 

the funds u sed to purchase the adjustable rate mortgage loan. H o w­

ever, the corporation may esta bli sh  a m i n i m u m  interest rate ap plicable 

to an adjustable rate mo rtgage loan, and the interest rate on  the 

adjustable rate mortgage loan may not be less than the m i n i m u m  i n t e r­

est rate so established regardless of the cost of funds to the c o r p o­

ration.
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1 (7) Fo r loans made  u n d e r  this section, the co rp or at ion

2 s h a l l  R i v e  e f f e c t  to i n t e r e s t  r a t e  c h a n g e s  a p p l i c a b l e  to t h e  l o ans

3 b as ed on time of loan application, time of issuance of the corpora-

4 tion's bonds is sue d to pu rc has e loans, or o the r factors as the corpor-

5 ation determines.

6 (8) [(7)] In this s ubs ec ti on

7 (A) "cost of funds" means the true interest cost

8 e x p r es se d as a rate on bonds of the c or p o r a t i o n  plus an addi-

9 tional p er ce nta ge  as de te r m i n e d  by the c o r p o r at io n to represent

10 the allo cab le  expenses of operation, costs of issuance, and

11 mo rt g a g e  servicing;

12 (B) "taxable bonds" means bonds b e a rin g interest that

13 is taxa bl e u nder applicable p r o visions of 26 U.S.C. (Internal

14 R e venue Code) and w h i c h  w ere [26 U.S.C. 103A (MORTGAGE SUBSIDY

15 BOND TA X A CT  OF 1980)] issued to finance the pu rchase of first

16 mo rt g a g e  loans.

17 * Sec. 7. AS 18.56.098(h) is amen de d to read:

18 (h) The c orporation shall es t a b l i s h  the interest rate on a

19 second m o r t g a g e  loan p u r c has ed  u n d e r  (a) of this section in the ma nn e r

20 e sta bl is he d for computing the interest rates on a first m ort g a g e  loan

21 u nd er  (g) of this section except that, in the case of a se con d mort-

22 B a 8 e loan, if the first m or tg age  loan made to the same b o r r o w e r  is

23 h eld by the co rp ora ti on  and was pu r c h a s e d  u n d e r  the special m o r t g a g e

24 loan pu rc h a s e  program, the o ut s t a n d i n g  prin cip al  balan ce  of the exist-

25 ing first m or t g a g e  loan is s ubt ra ct ed  from the loan amount e li gible

26 for a s si st an ce [$90,000] to d e t e rm in e the amount of the loan that is

27 eligib le  for an interest rate on a second m or t g a g e  loan d e t e r m i n e d  by

28 re ference to (g) of this section.

29 * Sec. 8. AS 18.56.098(i) is amend ed  to read:
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(i) The interest rate on the loan amount eligible for assistance 

[FIRST $90,000] of a mortgage loan purchased from the proceeds of 

bonds that constitute qual if ie d veterans' mortgage bonds under a p p l i­

cable p rovisions of 26 U.S.C. (Internal Revenue Code) is [26 U.S.C. 

103A (MORTGAGE SUBSIDY BOND TA X AC T OF 1980) AS AMENDED, IS THE G R E A T­

ER O F  (1) FO U R  PERCENT LESS T H A N  THE COST OF FUNDS OR (2)] the rate 

for other loans to veterans u n d e r  (g)(2) of this section [AS 18.56.- 

098(g)(3)]. A  higher or lower interest rate shall be established on 

the entire loan amount if re quired by applicable provisions of 26 

U.S.C. (Internal Revenue Code) [UNDER 26 U.S.C. 1 0 3 A ] .

* Sec. 9. AS 36.30.015(e) is amended to read:

(e) The board [BOARDS] of directors of [THE ALASKA R AILROAD 

CORPORATION AND] the Alaska State Housing Authority shall adopt p r o c e­

dures to gove rn  the procurement of supplies, services, professional 

services, and construction [BY THE CORPORATION]. The procedures must 

be substantially equivalent to the procedures prescribed in this 

chapter and in regulations adopted under this chapter.

* Sec. 10. AS 36.30.990(1) is amended to read:

(1) "agency"

(A) means a department, institution, board, c o m m i s­

sion, division, authority, public corporation, the Alaska Pio­

neers' Home, or other administrative unit of the executive branch 

of state government^

(B) does not include

(i) [, EXCEPT FOR] the University of Alaska ^

(ii) [,] the Alaska State Housi ng  A uthority^

(iii) the [AND] Alaska Railroad Corporation;

(iv) the Al as ka  Housing Finance Corporation;

(v) [IT DOES NOT INCLUDE] a regional Native
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housing authority created under AS 18.55.996, or a regional 

electrical authority created u nder AS 18.57.020;

* Sec. 11. AS 37.07.120(1) is amended to read:

(1) "agency"

(A) means a department, officer, institution, board, 

commission, bureau, division, or other administrative unit f o r m­

ing the state government^ and includes the Alaska Pioneers' Home 

and the University of Alaska^

(B) [, BUT] does not include

(i) the legislature^

(ii) [OR] the judiciary; or

(iii) the Alaska Housing Finance Corporation;

* Sec. 12. AS 42.40.100 is amended to read:

Sec. 42.40.100. MANAGE ME NT  BY THE BOARD. The board is r es p o n s i­

ble for the management of the corporation but shall delegate certain 

powers and duties to the chief executive officer in accordance with

AS 42.40.120. In managing the corporation the board shall

(1) be responsible for the management of the financial and

legal obligations of the Alaska Railroad;

(2) operate the Alaska Railroad as a common carrier subject 

to the jurisdiction of the United States Interstate Commerce C o m m i s­

sion consistent with 45 U.S.C. 1207;

(3) generally manage the corporation on a self-sustaining

b a s i s ;

(4) apply to the legislature for an appropriation w it h  the 

concurrence of the governor to be used to provide a particular service 

that is not otherwise self-sustaining if a subsidy is required to 

maintain that service;

(5) provide for safe, efficient, and economical transporta-
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1 tio n to meet the overall needs of  the state;

2 (6) raise n e e d e d  c a pi ta l by issui ng bonds of the corpora-

3 tion  up o n  approval by the l e g i s lat ur e w h il e en su rin g that b o r r o w i n g  by

4 the corporation does not di re ct ly  o r  indir ec tly  en danger the state's

5 own  bor rowing capacity;

6 (7) review all state a n d  other land disposal p r o p o s a l s  to

7 aid in p la nning for future d e v e l o p m e n t  or ex p a n s i o n  of t r a n s p o r t a t i o n

8 services;

9 (8) adopt and p u b l i s h  pr oc e d u r e s  to gov er n the procure me nt

10 of supplies, services, p r o f e s s i o n a l  services, and c o n s t r u c t i o n  by the

11 corporation; the p rocedures a d o p t e d  must [ENSURE THAT T H E  P R O C UR EME NT

12 PR OCEDURES OF THE CORPORATION] m e e t  a cc e p t e d  railroad ind us tr y stan-

13 dards;

14 (9) ensure that the a c c o u n t i n g  procedures of the corpora-

15 tion meet generally accepted a c c o u n t i n g  principles c o ns is te nt with

16 industry standards for compa ra ble  railroads.

17 * Sec. 13. LOAN AMOU NT S EL IGIBLE F O R  A S S I S T A N C E  FOR LOANS I S S U E D  U NDER

18 AS 18.56.098 DURING STATE FISCAL Y E A R S  1991 - 1993. For first and second

19 mortga ge loans purchased by the A l a s k a  H o u s i n g  Finance C o r p o r a t i o n  from the

20 special mortgage loan p ur chase p r o g r a m  and from qu alified veterans' mort-

21 gage bonds

22 (1) after June 30, 1990, and before July 1, 1991, the loan

23 amount eligible for assistance u n d e r  AS 18.56.098 is $70,000;

24 (2) after June 30, 1991, and before July 1, 1992, the loan

25 amount eligible for assistance u n d e r  AS 18.56.098 is $50,000;

26 (3) after June 30, 1992, and be for e July 1, 1993, the loan

27 amount eligible for assistance u n d e r  AS 18.56.098 is $30,000.

28 * Sec. 14. Of the two addit io nal  public membe rs a p p o int ed  by the gover-

29 nor under AS 18.56.030(a), amended by  sec. 1 of this Act, one m e m b e r  shall
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1 serve a t e r m  of two y e a r s  and one shall serve a t erm of one year. W h e n

2 making the app ointments, the g o v e r n o r  shall s p e c i f y  the leng th  of the te r m

3 of each p e r s o n  appointed.

4 * Sec. 15. Se ctions 3 and 5 of this Act t a k e  effect July 1, 1992.

5 * Sec. 16. Except for secs. 3 an d 5 of thi s Act, this Act takes ef fec t

6 July 1, 1990.
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