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1 IN THE SENATE BY THE RULES C OMMITTEE

2 CS F O R  SENATE BIL L NO. 427 (Rules)

3 IN THE LE G I S L A T U R E  OF THE STATE OF ALAS KA

4 SIXTEENTH LEGISLATURE - SECOND SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to p r o g r a m  and ad ministration re-

7 quirements of certain state corporations; exp and in g

8 the number of directors of the Alaska H o us ing  Fina nc e

9 Corporation; exem pt in g the Ala sk a Hous in g Finance

10 C orp or at io n from the State Procurement Code and

11 allowing the corpora ti on to expend additional corpo-

12 ratio n receipts immediately after submission of a

13 revised p r o g r a m  to the Legisl a t i v e Budget and Audit

14 Committee; amending the corporation's special mort-

15 gage loan purchase p r o g r a m  and progressively reducing

16 the m a x i m um  level of loan amounts eligible for a re-

17 d u c t io n  u n d e r a mo r t g a g e  loan subsidy; amending the

18 corporation's m o r tgage loan subsidy p r o g r a m  for

19 persons of lower a n d  m o d e r a te  income; and r el a t i n g  to

20 procurement practices of certain state corporations;

21 and providing for a n  effective date."

22 BE IT ENAC T ED  BY THE LE G I S L A T U RE  OF THE STATE OF ALASKA:

23 * Section 1. AS 18.56.030(a) is amended to read:

24 (a) The corporation shall be governed by a board of directors

25 consisting of

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

27 commerce and economic development;

28 (2) one other me m b e r  w h o  is the h e a d  of a [THE] p r incipal

29 department of the executive branch of state government app o i n t e d  by
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1 the governor; and

2 (3) four [TWO] p u b l i c  m e m b e r s  a p p o i n t e d  by the g o v e r n o r ^

3 one of w h o m  shall be a r e p r e s e n t a t i v e  of the fin a n c i a l  com m u n it y  and

4 one of w h o m  shall be a p e r s o n  l i c e n s e d  as a real e s t a t e  b r o k e r  u nd e r

5 A S  0 8 . 8 8 . 1 7 1 ( a ) .

6 * Sec. 2. A S  1 8.56.091 is a m e n d e d  by a d d i n g  a ne w  s u b s e c t i o n  to read:

7 (b) N o t w i t h s t a n d i n g  (a) of this section, the loan amount eligi-

8 ble  for a s s is t a n c e  u n d e r  the s u b s i d y  a u t h o r i z e d  by (a) of this sect i on

9 is the amount d e t e r m i n e d  u n d e r  A S  18.56.098(f).

10 * Sec. 3. AS 18.56.098(f) is a m e n d e d  to read:

11 (f) I n  this s e c t i o n  and in A S  18.5 6 . 0 9 9

12 (1) " g r a d u a t e d  p a y m e n t  m o r t g a g e  loan" m eans a mo r t g a g e  loan

13 the terms of w h i c h  p r o v i d e  for m o n t h l y  p r i n c i p a l  and interest payments

14 that

15 (A) d u r i n g  the first y e a r  of the m o r t g a g e  loan are

16 lower than the m o n t h l y  p r i n c i p a l  a n d  interest pa y m e n t s  that w o u l d

17 be r e q u i re d  u n d e r  the terms of a level paym e n t m o r t g a g e  loan m a d e

18 at the same interest rate; and

19 (B) d u r i n g  s u b s e q u e n t  y e a r s  of the m or t g a g e  loan are

20 g r a d u a t e d  to p r o v i d e  for the sam e r e t u r n  o v e r  the t e r m  of the

21 loan that w o u l d  h a v e  b e e n  p r o v i d e d  by a level paym e n t  m o r t g a g e

22 l oan made at the same i nt erest rate;

23 (2) " l o a n  amount e l i g i b l e  for  assist a n c e " m eans the amo u n t

24 of a m o r t g a g e  loan that does not e x c e e d  the amount of the loan estab-

25 lished by law; if an amount has not b e e n  e s t a b l i s h e d  by law, the

26 amount is zero;

27 (3) "mo r t g a g e loan" i n c l u d e s  a b e n e f i c i a l  interest or

28 p a r t i c i p a t i o n  in a m o r t g a g e  loan; [(3) REPEALED]

29 (4) " r e s i d en c e "  m e a n s
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(A) an owner-occupied, single-family residence, i n­

cluding a mo b i l e h o m e x  [»] or

(B) an o w n er-occupied duplex, tripl e x ^  or fourplex.

* Sec. 4. A S  18.56.098(f) is repealed and reenacted to read:

(f) In this section and in A S  18.56.091 and 18.56.099

(1) " g raduated payment m o rt g a g e  loan" means a mortgage loan 

the terms of w hich provide for m o n t h l y  principal and interest payments 

that

(A) during the first y e a r  of the mortgage loan are

lower than the monthly pr incipal and interest payments that would

be r e q uired u n d er  the terms of a level payment mortgage loan made 

at the same interest rate; and

(B) during subsequent years of the mortgage loan are 

g ra d u a t e d to provide for the same return over the term of the 

loan that w o u l d  have been p r o v i d e d  by a level payment mortgage 

loan made at the same interest rate;

(2) "loan amount eligible for assistance" means

(A) the first $50, 00 0  of a m o rtgage loan for persons 

of lower or moderate income wh o s e  purchase of a home is assisted 

u n d e r  AS 18.56.091; or

(B) except as to persons whose purchase of a home is

a s s isted u nder AS 18.56.091, the amount of a mortgage loan that

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

amount has not b een e s t a b l is h e d  by law, the amount is zero;

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

p a r t i c i p a ti o n  in a mortgage loan;

(4) "residence", means

(A) an owner-occupied, single-family residence, i n­

cluding a mobile home; or
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(B) an owner-occupied duplex, triplex, or fourplex.

* Sec. 5. 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 on the loan amount eligible for

assistance [FIRST $90,000] of a mortgage loan purchased w it 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 more than 10

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

(2) An interest rate determined under this subsection on 

the loan amount eligible for assistance [FIRST $90,000] of a mortgage 

loan that is not purchased from the proceeds of bonds that are q u a l­

ified veterans' mortgage bonds under the applicable provisions of 26 

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

TAX ACT 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.

(3) The interest rate for the amount of a mortgage loan 

purchased under (a) of this section that exceeds the loan amount 

eligible for assistance [$90,000] is equal to the cost of funds to the 

corporation attributable to that part of the loan.

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

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

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

rate the corporation determines is appropriate by application of the 

provision of (1) of this subsection.

CSSB 4 2 7 (Rls) -4- SB0427e



9

1 (5) The interest rat e  on the loan amount eligible for

2 i assistance [FIRST $90,000] of a m o r t ga g e  loan p u r chased f rom the

3 proceeds of bonds that are exempt from t a x ation other than b onds that

4 constitute qualified veterans' bonds u n d e r  (i) of this section, is

5 equal to the interest rate d e t e r m i n e d  u n d e r  (1) and (2) of this sub-

6 section on a loan purchased u n d e r  (a) of this section from the pro-

7 ceeds of the most recent a p plicable issue of taxable bonds sold by the

8 corporation. A  higher or lower interest rate shall be establi s h e d  on

9 the entire loan amount if r e qu i r e d  to ensure the tax-exempt status of

10 the b o n d s .

11 (6) The corporation shall de termine the interest rate on a

12 mortgage loan that is an adjust a b l e  rate mortgage loan as p r o v i d e d  in

13 this subsection. The corporation shall recalculate the interest rate

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

15 the funds used to purchase the adjustable rate mortgage loan. How-

16 ever, the corporation may e s t a b li s h  a m i n i m um  interest rate applicable

17 to an adjustable rate mortgage loan, and the interest rate on the

18 adjustable rate mortgage loan may not be less than the m i n i m u m  inter-

19 est rate so established regardless of the cost of funds to the corpo-

20 ration.

21 (7) For loans made under this section, the cor po ra tio n

22 s h all R i v e  effect 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  loans

23 based on time of loan application, time of issuance of the corpora-

24 tion's bonds issued to p u r ch a s e  loans, or other factors as the corpor-

25 ation determines.

26 £8J[ [(7)] In this subsection

27 (A) "cost of funds" m eans the true interest cost

28 expressed as a rate o n  bonds of the corporation plus an addi-

29 tional percentage as deter m i n e d  by the corporation to represent
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the a l l ocable expenses of operation, costs of issuance, and 

m o r t g a g e  servicing;

(B) " t a x a b le  b o n d s "  m e a n s  b onds b e a r i n g  interest that 

is taxable u n d e r  a p p l i c a b l e  p r o v i s i o n s  of 26 U.S.C. (Internal 

R e v e n ue  Code) and w h i c h  w e r e  [26 U.S.C. 103A (M O R T G AG E  S U B S I D Y  

B O N D  TAX A C T  OF 1980)] i s s u e d  to f i n a n c e  the p u r c h a s e  of first 

m o r t g a g e  loans.

* Sec. 6. AS 18.56.098(h) is a m e n d e d  to read:

(h) The c o r p or a t i o n  shall e s t a b l i s h  the i n t erest rate on a 

s e c o n d  m o r tgage loan p u r c h a s e d  u n d er  (a) of this s e c t i o n  in the m a n n e r  

e s t a b l i s h e d  for com p ut i n g  the interest rates on a first m o r t g a g e  loan 

u n d e r  (g) of this section ex c ep t  that, in the case of a se c o n d  m o r t­

gage loan, if the first m o r t g a g e  loan m a d e  to the s a m e  b o r r o w e r  is 

h e l d  by the c o r p o r at i o n  an d w a s  p u r c h a s e d  u nder the spec i al  m o r t g a g e  

l oan pu r chase program, the o u t s t a n d i n g  p r i n ci p a l  b a l a n c e  of the e x i s t­

ing first m o r t g a g e  loan is s u b t r a c t e d  f r o m  the loan amount eligible 

for assistance [$90,000] to d e t e r mi n e  the amount of the loan that is 

e l i g i b l e  for an interest rate on a s e c o n d  mortgage l o a n  d e t e r m i n e d  by 

r e f e r e n c e  to (g) of this section.

* Sec. 7. AS 18.56.098(i) is amen d e d  to read:

(i) The interest rate o n  the l oan amount e l i g ib l e  for a s s i s t a n ce 

[ FIRST $90,000] of a m o r t g a g e  loan p u r c h a s e d  from the p r o c e e d s  of 

b o n d s  that c onstitute q u a l i f i e d  veterans' m o r tgage b o n d s  u n d e r  a p p l i­

cable prov i s io n s  of 26 U.S.C. (Internal Revenue Code) is [26 U.S.C. 

1 0 3 A  (MORTGAGE SUBSIDY B O N D  T A X  ACT O F  1980) AS AMENDE D ,  IS T H E  G R E A T­

E R  OF (1) FO U R  PERCENT LES S  T H A N  TH E  C O S T  OF FUNDS O R  (2)] the rate 

for other loans to v e t e r a n s  u n d e r  (r)(2) of this s e c t i o n  [AS 18.56.- 

0 98(g)(3)]. A h i g h er  or l o w e r  interest rate shall b e  e s t a b l i s h e d  on 

the entire loan amount if r e q u i r e d  by applicable p r o v i s i on s  of 26
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U.S.C. (Internal Revenue Code) [UNDER 26 U.S.C. 1 0 3 A ] .

* Sec. 8. AS 36.30.015(e) is amen d e d  to read:

(e) The boards of directors of the A l a s k a  Railroad Corporation^ 

the Alaska H o u s i n g  Finance Corporation, and the Alaska State Hous i n g 

A u t h o ri t y  shall adopt procedures to govern the procurement of s u p­

plies, services, professional services, and construction for [BY] the 

respective public corporations [ C O R P O R A T I O N ] . The procedures must

(1) reflect competitive bidding principles and provide 

vend o r s  reasonable and equitable opportunities to participate in the 

procurement process; and

(2) include procurement meth o d s  to meet emergency and 

e x t r aordinary circumstances [BE SUBSTANTIALLY EQUIVALENT TO THE P R O C E­

DURES PRESCRIBED IN THIS CHAPTER A N D  IN REGULATIONS ADOP T ED  U N D E R  THIS 

C H A P T E R ] .

* Sec. 9. AS 36.30.990(1) is amended to read:

(1) "agency"

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

sion, division, authority, public corporation, the A la s k a  P i o­

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

of state government^

(B) does not include

(i ) [, EXCEPT FOR] the University of A l a s k a ^

(ii) [,] the Alaska State Housing Auth o r i t y ^

(iii) the [AND] A l a s k a  Railroad Corporation;

(iv) the Alaska H o u s i n g  Finance Corporation;

(y) [IT DOES NOT INCLUDE] a regional Native

housing authority created u n d e r  AS 18.55.996, or a regional 

electrical authority created under AS 18.57.020;

* Sec. 10. AS 37.07 is amended by adding a new section to read:
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1 Sec. 37.07.085. ALASKA HOUSING FINANCE CORPORATION BUDGET. (a)

2 Notwithstanding the provisions of AS 37.07.080(h), the Alaska Housing

3 Finance Corporation may, by resolution adopted by the board of direc-

4 tors, increase an item appropriated from corporation receipts if

5 (1) the board of directors determines that circumstances

6 require an increase in expenditures in excess of an existing appro-

7 p r i a t i on  made under the authority conferred by this chapter; and

8 (2) additional corporation receipts are available.

9 (b) Before the resolution required by (a) of this section takes

10 effect, the board of directors shall submit a revised program to the

11 governor for approval as provided in AS 37.07.080(d). A copy of the

12 revised program shall be submitted to the legislative budget and audit

13 committee.

14 (c) The increase authorized by (a) of this section may not

15 extend beyond the end of the fiscal year in w h i c h the resolution is

16 adopted.

17 * Sec. 11. LOAN AMOUNTS ELIGIBLE FOR ASSISTANCE FOR LOANS ISSUED UNDER

18 AS 18.56.098 DURING STATE FISCAL YEARS 1991 - 1993. For first and second

19 mortgage loans purchased by the Alaska Housing Finance Corporation from the

20 special mortgage loan purchase program and from qualified veterans' mort-

21 gage bonds

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

23 amount eligible for assistance under 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 under AS 18.56.098 is $50,000;

26 (3) after June 30, 1992, and before July 1, 1993, the loan

27 amount eligible for assistance under AS 18.56.098 is $30,000.

28 * Sec. 12. Of the t»»o additional public members appointed by the gover-

29 no r  under AS 18.56.030(a), amended by sec. 1 of this Act, one member shall

CSSB 4 2 7 (Rls) -8- SB0427e



serve a ter m  of two years and one shall serve a term of one year, 

ma k i n g  the appointments, the g o v e r no r  shall specify the length of the 

of each p e r s o n  appointed.

* Sec. 13. Sections 2 and 4 of this Act take effect July 1, 1992.

* Sec. 14. Except for secs. 2 and 4 of this Act, this Act takes 

July 1, 1990.

When

term

effect
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