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COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 289

It is the Legislature’s intent that the State should provide the Public
Employees Retirement System ard the Teachers Retirement System funds
with an opportunity to purchase State veterans® rnongagl . from tiie
General Fund before selling these mortgages to another buyer, such as
the Alaska Housing Finance Corporation.

The rationale is that these investments, even if they may only be
purchased aL market value, should be retained os a benefit Lo the
people of the Stale in some manner.

This alternative is only offered if the Governor decides to sell die
mortgages that are now assets of the General Fund. The Legislature
does not recommend selling General Fund assets at a loss.
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I N THE SENATE BY THE COMMERCE COMMITTEE

2 CS FOR SENATE BILL NO. 289

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 NINTH LEGISLATURE - FIRST SESSION

S A BILL

6 or an Act entitled: "An Act enlarging the purposes and powers of the Alaska
/ Housing Finance Corporation; and providing for an

8 effective date."”

o E IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
10 _ . - .
K Section 1. AS 18.56.010 is amended by adding new subsections to read:

(d) The program of making loans for residential housing to veterans

v in accordance with AS 26.15 has increased and improved the supply of
s adequate housing in the state, and the continuation of the program is
“ essential to the economic growth of the state and the expansion of the
® supply of adequate residential housing in the state. Participation by
m the Alaska Housing Finance Corporation 1in the program of purchasing and
v Insuring state veterans®" loans as provided in this chapter will be of
" material aid in insuring the continuance of the program of making loans
. for residential housing to veterans 1in accordance with AS 26.15.
2 (e) Expansion of the program of the Alaska Housing Finance Corpora—
2 tion of purchasing insured and uninsured mortgage loans is essential to
2 the economic growth of the state and the supply of adequate residential
“ housing in the state.
24
(f* The legislature finds that enabling the Alaska Housing Finance

jz Corporation to assist in financing the program of veterans® loans for
. residential housing in accordance with AS 26.15 and to expand its prograr

of purchasing other mortgage loans serves a public purpose in benefiting
* the people of the state. The Alaska Housing Finance Corporation is em—
29

powered to act on behalf of the state and its people in serving this
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public purpose for the benefit of the general public.
Sec. 2. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.092. VETERANS®™ LOANS FOR RESIDENTIAL HOUSING. The cor—
poration 1is additionally authorized to exercise the powers enumerated In
sec. 90 of this chapter for the purpose of assisting the financing of the
program of veterans®™ loans for residential housing in accordance with
AS 26.15.

Sec. 3. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.095. MORTGAGE INSURANCE, (a) There 1is another special
fund of the state to be known as the "state mortgage insurance fund"
(called the "mortgage insurance fund") which shall be completely segre—
gated and set apart from all other funds of the state, and which 1is a
trust fund for the uses and purposes of this section and into and from
which money shall be paid as provided in this section. The mortgage
insurance fund shall be held by the commissioner of revenue, subject to
the power of the commissioner of commerce to enter into and perform
agreements with respect to the use of money In the mortgage insurance
fund and to pledge, assign or grant Interests in the mortgage insurance
fund as provided in this section. The commissioner of commerce may enter
into agreements with the corporation with respect to the exercise of any
power or approval relating to the mortgage insurance fund under this
section, including, without limitation, agreements as to the use of
money 1in the mortgage insurance fund, agreements with respect to the
terms and conditions upon which payments from the mortgage insurance fund
shall be made to the corporation with respect to mortgage loans insured
under this section, and agreements regarding the payment of and security
for mortgage insurance bonds, and In connection with these agreements the
commissioner of commerce may pledge, assign or grant other interests in
the mortgage insurance fund to the corporation as may be necessary or
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appropriate in connection v/ith the insurance of mortgage loans and to
provide for the payment of and security for mortgage 1insurance bonds.
Any such agreement or any of the rights of the corporation under the

agreement and payments received or to be received under the agreement
may be pledged or assigned by the corporation for the benefit of the

holders of mortgage insurance bonds.

(b) In addition to any other fees and charges which the corporation
may charge on mortgage loans, it may collect or cause to be collected on
all mortgage loans made or purchased with the proceeds of the sale of
mortgage insurance bonds, either or both a special mortgage loan insur—
ance commitment fee or a mortgage loan insurance premium. The special
mortgage loan insurance commitment fees and special mortgage loan
insurance premiums when received shall be deposited in the mortgage
insurance fund by the corporation, or by any mortgage loan servicer,
trustee, or agent designated by the corporation to receive them, and
shall beheld, invested and, together v/ith all investment income derived
from them, reinvested by the commissioner of revenue 1in investments
authorized under AS 37.10.070(a), subject to any agreement v/ith the cor—
poration under (a) of this section.

(c) If, at any time after receipt by the corporation of a payment
from the mortgage insurance fund v/ith respect to a mortgage loan or any
portion of the principal and interest and other amounts payable on a
mortgage loan, the corporation recovers an amount on the mortgage loan or
portion of it from any source other than the mortgage insurance fund, it
shall apply the amount recovered in the following order: first to repay
the general fund of the state to the extent of appropriations made pur—
suant to requests made under (f) of this section, and second, to repay

the mortgage 1insurance fund.
(d) Amortgage loan, including a state veterans®" loan, maybe
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insured if the loan to value ratio at the time of the insurance loan
does not exceed 80 per cent or, if the loan to value ratio does exceed
that percentage, if it is federally insured or guaranteed or insured by
a qualified mortgage insurance company to the extent of the excess. In
addition, a state veterans® 1loan may be insured if the loan to value
ratio does not exceed 90 per cent. The endorsement of the corporation
on the mortgage at the time of purchase or acquisition of the mortgage
loan is conclusive evidence that the mortgage loan 1is insured under the
provisions of this section. The Insurance is payable solely from the

mortgage 1insurance fund.

(e) Mortgage loans may only be insured when the amount in the mort—

gage 1insurance fund as a percentage of the sum of all mortgage loans to
be insured and all unpaid principal on mortgage loans insured by the
corporation, equals or exceeds the fund requirement. As used in this
section, the "fund requirement”™ 1is calculated as follows as to the
following mortgage loans insured by the corporation:

(¢D) in the case of federally insured or guaranteed mortgage
loans, or mortgage loans, including state veterans®™ loans, 1insured by a
qualified mortgage insurance company or, if not so insured or guaranteed,
with a loan to value ratio at the time of the mortgage insurance appli—
cation less than 80 per cent, the greater of (A) two per cent of the
unpaid principal amount of those mortgage loans, or (B) a percentage
which the corporation v/ith the approval of the commissioner of commerce
determines is actuarily sound for operation of the mortgage Insurance
fund;

(2) in the case of state veterans®™ loans not insured by a
qualified mortgage insurance company and v/ith a loan to value ratio at
the time of the mortgage insurance application between 80 and 90 per
cent, the greater of (A) six per cent of the unpaid principal amount of
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those state veterans® loans, or (B) a percentage which the corporation

with the approval of the commissioner of commerce determines

is actuarily

sound for the operation of the mortgage insurance fund.

(f) On December 1 of each year the commissioner of commerce shall

determine the amount on deposit in the mortgage insurance fund. I the

amount in the fund is less than the fund requirement,

the commissioner

shall request the corporation to transfer from any available funds the

amount necessary to restore the mortgage insurance fund to the fund re—

quirement and the corporation shall promptly comply with the request

from any funds available subject to agreements with holders of any of

its obligations. If sufficient funds are not provided as the result of

such requests the commissioner shall, no later than January 2 of the

following year, make and deliver to the governor and to the chairmen of

the house and senate finance committees his certificate stating the sum

required to restore the fund to the fund requirement and the sum so

certified may be appropriated and paid to the fund during the then

current state fiscal year. Nothing in this subsection creates a debt or

liability of the state.

() The commissioner of revenue may sell to the corporation, and

the corporation may purchase, state veterans®™ loans purchased for and

held in the general fund on such terms and conditions as the commissioner

of revenue and the corporation consider appropriate.

sioner of revenue sells any state veterans® loan to
may cause to be deposited in the mortgage insurance
ceeds of sale an amount not exceeding the lesser of

the proceeds of sale, or (2) the difference between

When the commis—
the corporation he
fund frcm the pro—
(1) six per cent of

the amount the

commissioner of revenue actually receives on the sale and the amount the

commissioner determines would have been received if

loans had been sold in the private mortgage market.

the state veterans”®

The determination

-5- CSSB 289



20

23

24

25

26

27

28

29

shall be based on information reasonably available to the commissioner
of revenue at the time of sale and is conclusive in determining the
amount of the deposit.

(n) As used 1in this section, unless the context clearly indicates
a different meaning:

(1) "loan to value ratio” means the ratio between the princi—
pal amount of a mortgage loan and the appraised value, as determined by
the corporation, of the residential housing financed by such mortgage
loan;

(2) "mortgage Insurance bond" means a bond, note or other
obligation of the corporation, the proceeds of which are authorized to
be expended to purchase or make a mortgage loan insured under this
section;

(3) "qualified mortgage insurance company"™ means a mortgage
insurance company satisfactory to the corporation;

(@ "special mortgage loan insurance commitment fee"™ and
"special mortgage loan insurance premium" mean,respectively, a fee of
such per cent of the principal amount of a mortgage loan to be Insured
under this section, and an annual Insurance premium of such per cent of
the portion of the unpaid principal amount of a mortgage loan insured
under this section which 1is not federally insured or guaranteed or
Insured by a private mortgage insurance company, which the corporation
with the approval of the commissioner of commerce determines is actuarily

sound for the operation of the mortgage insurance fund;

(5) "state veterans®™ loan" means a mortgage loan for residen—
tial housing made in accordance with AS 26.15;
(b) the determination of what is "actuarily sound” with

respect to the operation of the mortgage insurance fund shall be based

on a consideration of the factors which will provide sufficient revenues
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for the operation of the fund, without regard to amounts which may have
been or may, after the date of determination of actuarial soundness, be
appropriated pursuant to (f) of this section, including, without limita—
tion, estimates of future defaults and losses on mortgage loans insured
under this section based on actual default and loss experience on those
mortgage loans or on similar mortgage loans in Alaska or elsewhere,
estimates of recoveries on defaulted or foreclosed mortgage loans based
on that experience, the terms and conditions of the mortgage loans
insured under this section, estimates of earnings and income of amounts
on deposit in the mortgage insurance fund, and any other appropriate
factors.

Sec. AS 18.56 1is amended by adding a new section to read:

Sec. 18.56.125. CAPITAL RESERVE FUND. (a) For the purpose of
securing any one or more issues of its obligations, the corporation may
establish one or more special funds, called "capital reserve funds", and
shall pay into those capital reserve funds (1) any money appropriated
and made available by the state for the purpose of any of those funds,
(2) any proceeds of the sale of its obligations, to the extent provided
in the resolution or resolutions of the corporation authorizing their
issuance, and (3) any other money which may be made available to the
corporation for the purposes of those funds from any other source. All
money held in a capital reserve fund, except as provided In this section,
shall be used as required, solely for (1) the payment of the principal
of obligations or of the sinking fund payments with respect to those
obligations, (2) the purchase or redemption of obligations, (3) the
payment of interest on obligations, or (*0 the payment of any redemption
premium required to be paid when those obligations are redeemed before
maturity; however, money 1in any fund may not be withdrawn from it at any
time in an amount which v/ould reduce the amount of that fund to less
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than the capital reserve requirement set out in (b) of this section,
except for the purpose of making, v/ith respect to those obligations,
payment, when due, of principal, interest, redemption premiums and the
sinking fund payments for the payment of which other money of the corpo—
ration is not available. Any income or interest earned by, or increment
to, a capital reserve fund, due to the investment of the fund or any
other amounts in it, may be transferred by the corporation to other

funds or accounts of the corporation to the extent that the transfer

does not reduce the amount of the capital reserve fund below the capital
reserve fund requirement.

(b) If the corporation decides to issue obligations secured by
such a capital reserve fund, the obligations may not be issued if the
amount in such capital reserve fund is less than such a per cent, not
exceeding 10 per cent of the principal amount of all of those obliga—
tions secured by that capital reserve fund then to be issued and then
outstanding in accordance with their terms, as may be established by
resolution of the corporation (called the "capital reserve fund require—
ment"), unless the corporation, at the time of issuance of the obliga—
tions, deposits in such capital reserve fund from the proceeds of the
obligations to be issued or from other sources, an amount which, to—
gether v/ith the amount then in the fund, will not be less than the
capital reserve fund requirement.

(c) In computing the amount of a capital reserve fund for the
purpose of this section, securities in which all or a portion of the
funds are invested shall be valued at par or, if purchased at less than
par, at amortized costs as the term is defined by resolution of the

corporation authorizing the issue of the obligations, or by some other
reasonable method established by the corporation by resolution. Valua—

tion on a particular date shall include the amount of any interest
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earned or accrued to that date.

(d) To assure the continued operation and solvency of the corpora—
tion for the carrying out of its corporate purposes, provision is made
in (a) of this section for the accumulation in capital reserve funds of
an amount equal to their capital reserve fund requirement.

(e) The chairman of the corporation shall annually, no later than
January 2, make and deliver to the governor and chairmen of the house
and senate finance committees his certificate stating the sum, if any,
required to restore any capital reserve fund to the capital reserve fund
requirement. The legislature may appropriate such a sum, and all sums
appropriated during the then current fiscal year by the legislature for
such restoration shall be deposited by the corporation in the proper
capital reserve fund. Nothing in this section creates a debt or liabil—
ity of the state.

(f) Whenever the corporation has created and established a capital
reserve fund, the commissioner of revenue may lend surplus money in the
general fund to the corporation for deposit in a capital reserve fund in
an amount equal to the capital reserve fund requirement. The loans
shall be made on such terms and conditions as may be agreed upon by the
commissioner of revenue and the corporation, including without limitation
terms and conditions providing that the loans need not be repaid until
the obligations of the corporation secured and to be secured by the

capital reserve fund are no longer outstanding.

* Sec. 5. This Act takes effect immediately 1in accordance with AS 01.10.-

70(c).-
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Introduced: 3/19/75
Referred: Commerce and
Finance

BY THE RULES COMMITTEE BY

IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 289

IN THE LEGISLATURE OF THE STATE OF ALASKA

NINTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act enlarging the purposes and powers of the

Alaska Housing Finance Corporation; and providing for

an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS .,8.56.010 is amended by adding new subsections to read:

(d) The program of making loans for residential housing to
veterans in accordance with AS 26.15 has Increased and improved the
supply of adequate housing in the state, and the continuation of the
program is essential to the economic growth of the state and the
expansion of the supply of adequate residential housing in the state.
Participation by the Alaska Housing Finance Corporation in the program
of purchasing and insuring state veterans® loans as provided in this
chapter will be of material aid in insuring the continuance of the
program of making loans for residential housing tc veterans in accor—
dance with AS 26.15.

(e) Expansion of the program of the Alaska Housing Finance
Corporation of purchasing Insured and uninsured mortgage loans 1is
essential to the economic growth of the state and the supply of
adequate residential housing in the state.

(f) The legislature finds that enabling the Alaska Housing
Finance Corporation to assist In financing the program of veterans-
loans for residential housing in accordance with AS 26.15 and to

expand its program of purchasing other mortgage loans serves a

public purpose in beneflttlng the people of the state. The Alaska
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Housing Finance Corporation is empowered to act on behalf of the state
and. its people in serving this public purpose for the benefit of the
general public.

““Sec. 2. AS 18.56.090 is amended to read:

Sec. 18.56.090. GENERAL FQVJERS. In addition to other powers
granted in this chapter, the corporation may, for the purpose of
providing housing for persons of lower and moderate income or persons
located in remote, underdeveloped or blighted areas of the state, and
for the purpose cf assisting the financing of _the program cf veterans”
loans for residential housing in accordance with AS 26.15

(1) make or participate in the making of construction loans
to sponsors, developers and builders of land development or residential
housing, 1f the corporation determines that construction loans are not
otherwise available, wholly or In. part, from private lenders upon
reasonably equivalent terms and conditionsi

(2) make or participate in the making of mortgage loans to
sponsors, developers, builders and purchasers of residential housing,
if the corporation determines that mortgage loans are net otherwise
available, wholly or 1in part, from private lenders upon reasonably
equivalent terms and conditions;

(3) purchase or participate In the purchase of mortgage
loans made to sponsors, developers, builders, -u/ners and purchasers
of residential housing, if the corporation

(A) has given approval before the Initial making of
the loan and has determined that mortgage loans were, at the time
the approval was given, not otherwise available, wholly or in
part, from private lenders upon reasonably equivalent terms and
conditions, or

(B) has determined that the purcnase uf participation

SB 289 "2~
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will result in additional residential housing, taking into account
without limitation such factors as reinvestment of the proceeds

of the sale in additional mortgage loans, increased availability
of mortgage loans insured by the federal government, its agencies
or departments, the reduction, if any, cf interest payments to

be made with respect to mortgage loans, or such other factors as
will tend to increase or Improve the supply of residential housing
within the state;

(*J) make partial rental payments and mortgage interest
payments under a contract with any housing owner if the payments will
be applied to decrease rental or mortgage interest charges of persons
of lower or moderage income or owners or purchasers of residential
housing in remote, underdeveloped or blighted areas of the state;

(5) make loans from the housing development fund;

(6) <collect and pay reasonable fees and charges in con-—
nection with making, purchasing and servicing its loans, notes, bonds,
commitments and other evidences of indebtedness;

(7) acquire real property, or any Interest in real property,
in its own name, by purchase, transfer or foreclosure, when the
acquisition is necessary or appropriate to protect any loan in which
the corporation ha3 an interest; sell, transfer and convey any such
property to a buyer; and, If the sale, transfer or conveyance cannot
be effected with reasonable promptness or at a reasonable price, rent
or lease the property to a tenant pending the sale, transfer or
conveyance;

(8) sell, at puDlic or private sale, to any purchaser,
including the Federal National Mortgage Association, all or any part

of a mortgage or other instrument or document securing a construction,

land development, mortgage or temporary loan of any type permitted by
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this chapter;

(9) purchase, in order to meet the requirements of the sale
of its mortgages to the Federal National Mortgage Association, stock
of the Federal National Mortgage Association;

(10) procure insurance against any loss in connection with
its operation;

(11) consent to the modification of the rate of interest,
time of payment of any installment of principal or interest, or any
other terms, of the mortgage loan, mortgage loan commitment, construc—
tion loan, temporary loan, contract or agreement of any kind to which
the corporation is a party;

(12) borrow money as herein provided to carry out and
effectuate its corporate purposes; and 1issue its obligations as evi—
dence of any such borrowing;

(13) include in any borrowing the amounts necessary to pay
financing charges, interest on the obligations for a period not ex—
ceeding one year after the date on which the corporation estimates
funds will otherwise be available to pay the interest, consultant,
advisory and legal fees and such other expenses as are necessary or
incident to this borrowing;

(14) make and publish rules and regulations respecting
its lending programs and such other rules and regulations as are
necessary to effectuate its purposes;

(15) provide technical and advisory services to sponsors,
builders and developers of residential housing and to residents of it;

(16) promote research and development in scientific methods
of constructing low-cost residential housing of high durability;

(17) make and execute agreemens, contracts and other instru—

ments necessary or convenient in the exercise of the powers and
-i]-
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functions of the corporation uheer this chapter, including contracts
with any person, firm, corporation, governmental agency or other
entity;

(18) receive, administer and comply with the conditions and
requirements respecting any appropriation or gift, grant or donation
of property or money;

(19) sue and be sued in its own r.ame;

(20) adopt an official seal;

(21) adopt bylaws for the regulation of its affairs and the
conduct of its business and prescribe rules, regulations and policies
in connection with the performance of its functions and duties;

(22) employ fiscal consultants, engineers, attorneys, real
estate counselors, appraisers and such other consultants and employees
as may be required in the Judgment of the corporation, and fix and pay
their compensation from funds available to the corporation;

(23) do all acts and things necessary, convenient or
desirable to carry out the powers expressly granted or necessarily
implied in this chapter;

(24) invest or reinvest, subject to its contracts with
noteholders and bondholders, any money or funds held by the corporation
in any obligations or other securities or investments in which banks
Oi trust companies in the state may legally Invest funds held in
reserves or sinking funds or any funds not required for immediate dis—
bursement, and in certificates of deposit or time deosits secured by
obligations of or guaranteed by, the state or the United States of

America,

* Sec. 3- AS 18.56 1is amended by adding a new section to read:

Sec. 18.56.095. MORTGAGE INSURANCE. (a) There 1is another

.»special fund of the state to be known as the "state mortgage insurance

SB 289



70

21

23

24

25

26

2/

28

29

fund" (called the "mortgage insurance fund") which shall be completely
segregated and set apart from all other funds cf the state, and which
is a trust fund for the uses and purposes of this section and into and
from which money shall be paia as provided in this section, The
mortgage insurance fund shall be held by the commissioner of revenue,
subject to the power of the commissioner of commerce to enter into and
perform agreements with respect to the use cf money in the mortgage
insurance fund and to pledge, assign or grant interest:: in the mortgage
insurance fund as provided in this section. The commissioner of
commerce may enter into agreements with the corporation with respect
to the exercise of any power or approval relating to the mortgage
Insurance fund under this section, .including, without limitation,
agreements as to the use of money in the mortgage Insurance fund,
agreements with respect to the terms and conditions upon which payment!-*
from "—he mortgage insurance fund shall be made t -he octpo.va.tion with,
respect to mortgage loans insured under this secti 2z, and agreements
regarding the payment of and security for mortgage insurance bonds,
and in connection with these agreements the- commissioner of commerce
may pledge, assign or grant other interests in the. mortgage insurance
fund to tho corporation as nay he necessary or appropriate, in con-—
nection with the Insurance of mortgage .Loans wi to provide for the
payment of and security for mortgage insurance bonds. Any sue.""
agreement or any of the rights of the corporation under the agreement
and payments received or to be received under the agreement may be
pledged or assigned by the corporation for the benefit cf the holders
of mortgage Insurance bonds.

(b) In addition to any other fees and charges which the cor—

poration may charge on mortgage leans, it may collect or- cause to be
collected on all mortgage loans made or purchased v/ith tho proceeds of
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the sale of mortgage insurance bonds, either or both a special mortgage
loan insurance commitment fee or a mortgage loan insurance premium.

The special mortgage loan insurance commitment fees and special
mortgage loan insurance premiums when received shall be deposited 1in
the mortgage insurance fund by the corporation, or by any mortgage

loan servicer, trustee, or agent designated by the corporation to
receive them, and shall be held, invested and, together with all
investment Income derived from them, reinvested by the commissioner of
revenue in investments authorised under AS 37-10.070(a), subject to
agreement with the corporation under (a) of this section.

(c) If, at any time after receipt by the corporation of a payment
from the mortgage insurance fund with respect to a mortgage loan rv
any portion of the principal and interest and other amounts payable on
a mortgage loan, the corporation recovers an amount on the mortgage
loan or portion of it from any source other than the mortgage insurance
fund, it shall apply the amount recovered in the following order: to
repay the general fund of the state to the extent of appropriations
made pursuant to requests made under (f) of this section, and second,
to repay the mortgage insurance fund.

(d) A mortgage loan, Including a state veterans®™ loan, may be
Insured if the mortgage loan does not exceed 80 per cent of the
appraised value of the property securing the mortgage loan or, if tne
mortgage loan does exceed that percentage, if it is federally insured
or guaranteed or insured by a qualified mortgage 1insurance company to
the extent of the excess. In addition, a state veteran®s loan may be
insured if it does not exceed 90 per cent of the appraised value of
the property securing the mortgage loan. The endorsement of the
corporation on the mortgage at the time of purchase or acquisition of

the mortgage loan is conclusive evidence that the mortgage loan is
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Insured under the provisions of this section. The 1insurance 1is
payable solely from the mortgage insurance fund.

(e) Mortgage loans may only be insured when the amount 1in the
mortgage insurance fund as apercentage of the sum of all mortgage
loans to be insured and all unpaid principal on mortgage leans insured
by the corporation, equals or exceeds the fund requirement. As used
in this section, the "fund requirement”™ is calculated as follows as to
the following mortgage loans Insured by the corporation:

(&) in the case of federally Insured or guaranteed mortgage
loans, or mortgage loans, Including state veteransloans, 1insured by a
qualified mortgage insurancecompany or, if not so insured or
guaranteed, with a loan to value ratio at the time of the mortgage
insurance application less than 80 per cent, the greater of (A) two
per cent of the unpaid principal amount of those mortgage loans, or
(B) a percentage which the corporation with the approval of the
commissioner of commerce determines 1is actuarily sound for operation
of the mortgage Insurance fund;

) in the case of state veterans®™ loans not insured by a
qualified mortgage Insurance company and with a loan to value ratio at
the time of the mortgage Insurance application between 80 and 90 per
cent, the greater of (A) six per cent of the unpaid principal amount
of those state veterans® loans, or (B) a percentage which the corpora—
tion with the approval of the commissioner of commerce determines 1is
actuarily sound for the operation of the mortgage Insurance fund.

(f) On December 1 of each year the commissioner of commerce
shall determine the amount on deposit in the mortgage insurance fund.
If the amount in the fund is less than the fund requirement, the

commissioner shall request the corporation to transfer from any

available funds the amount necessary to restore the mortgage 1insurance
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fund to the fund requirement and the corporation shall promptly comply
with the request from any funds available, subject to agreements with
holders of mortgage insurance bonds. If the funds are not transferred
the commissioner shall, no later than January 2 of the following year,
make and deliver to the governor and to the chairmen of the house an*
senate finance committees his certificate stating the sum required tc -
restore the fund to the fund requirement and the sum so certified may i
be appropriated and paid to the fund during the then current state
fiscal year. Nothing in this subsection creates a debt or liability
of the state.

() The commissioner of revenue may sell to the corporation, and
the corporation may purchase, state veterans® loans purchased for and N
held in the general fund on such terms and conditions as the commis- ]
sioner of revenue and the corporation consider appropriate. When the !
commissioner of revenue sells any state veteran®s loan to the corpora—
tion he may cause to be deposited in the mortgage insurance fund i"rcm j
the proceeds of sale an amount riot exceeding the lesser of (1) six per
cent of the proceeds of sale, or (2) the difference between the amount
the comissioner of revenue actually receives on the sale and tho
amount the commissioner determines would have been received if the
state veterans® loans had been sola In the private mortgage market.
The determination shall be based on Information reasonably available i
to tne commissioner of revenue at the time of sale and is conclusive
in the determining the amount of the deposit.

(h) As used in this section, unless the context clearly indicates
a different meaning:

(1) "mortgage insurance bond" means a bond, note or other

obligation of the corporation, the proceeds of which are authorized to

be expended to purchase cr make a mortgage loan insured under thi3
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section;

(2) "qualified mortgage insurance company" means a mortgage
insurance company satisfactory to the corporation;

(3) "special mortgage loan Insurance commitment fee" and
"special mortgage loan insurance premium”™ mean, respectively, a fee of
such per cent of the principal amount of a mortgage loan to be Insured
under this section, and an annual insurance premium of such per cent
of the portion of the unpaid principal amount of a mortgage loan
insured under this section which is not federally insured or guaranteed
or insured by a private mortgage company, which the corporation with
the approval of the commissioner of commerce determines 1is actuarily
sound for the operation of the mortgage insurance fund;

4) "state veteran®s loan™ means a mortgage loan for resi—
dential housing made in accordance with AS 26.15;

(5) the determination of what is "actuarily sound”™ with
respect to the operation of the mortgage Insurance fund shall be based
on a consideration of the factors which will provide sufficient
revenues for the operation of the fund, without regard to amounts
which may have been or may, after the date of determination of actu—
arial soundness, be appropriated pursuant to (f) of this section,
including, without limitation, estimates of future defaults and losses
on mortgage loans insured under this section based on actual default
and loss experience on those mortgage loans or on similar mortgage
loans in Alaska or elsewhere, estimates of recoveries on defaulted or
foreclosed mortgage loans based on that experience, the terms and
conditions of the mortgage loans insured under this section, estimates
of earnings and income of amounts on deposit in the mortgage Insurance
fund, and any other appropriate factors.

* Sec. A. AS 18.56 1is amended by adding a new section to read:

-10-
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Sec. 18.56.125. CAPITAL RESERVE FUND. (a) For the purpose of
securing any one or more lIssues 01 i.: obligations, the corporation
may establish one or more special funds, called "capital reserve
funds™, and shall pay into those capital reserve funds (1) any money
appropriated and made available by the state for the purpose of any of
those funds, (2) any proceeds of the sale of obligations, to the
extent provided in the resolution or resolutions of the corporaticr.
authorizing their Issuance, ana (3) any other money which may be made
available to the corporation for the purposes of those funds from any
other source. All money held in a capital reserve fund, except as
provided in this section, shall be used as required, solely for (1)
the payment of the principal of obligations or of the sinking fund
payments with respect to those obligations, (2) the purchase or
redemption of obligations, (3) the payment of interest on obligations,
or (4) the payment of any redemption premium required to le paid when
those obligations are redeemed before maturity; however, mon-"-y 1lrd any
fund may not be withdrawn from it at any time in an amount which would
reduce the amount of that fund to less than the capital reserve require
ment set out in (b) of this section, except for the purpose of making,
with respect to those obligations, payment, when due, of principal,
Interest, red" nption premiums and the sinking fund payments for the
payment of which other money of the corporation is not available. Any
Income or interest earned by, or inurement to, a capital reserve fund,
due to the investment of the fund or any otner amounts in it, may be
transferred by the corporation to other funds or accounts of the
corporation to uhe extent that the transfer does not reduce the amount
of the capital reserve fund below the capital reserve fund requirement.

(b) If the corporation decides to issue obligations secured

such a capital reserve fund, the obligations may not be issued if the

by



amount in the capital reserve fund is less than such a per cent, not
exceeding 10 per cent of the principal amount of all of those obliga—
tions secured by that capital reserve fund then to be issued and then
outstanding in accordance with their terms, as may be established by
resolution of the corporation (called the "capital reserve fund
requirement”), unless the corporation, at the time of issuance of the
obligations, deposits in the fund from the proceeds of the obligations
to be issued or from other sources, an amount which, together with the
amount then in the fund, will not be less than the capital reserve
fund requirement.

(c) In computing the amount of a capital reserve fund for the
purpose of this section, securities in which all or a portion of the
funds are invested shall be valued at par or, if purchased at less
than par, at amortized costs if the term is defined by resolution of
the corporation authorizing the issue of the obligations, or by some
other reasonable method established by the corporation by resolution.
Valuation on a particular date shall Include the amount of Interest
earned or accrued to that date on the securities.

(d) To assure the continued operation and solvency of the cor—
poration for the carrying out of its corporate purposes, provision 1is
made in (a) of this section for the accumulation in capital reserve
funds of an amount equal to the capital reserve fund requirement.

(e) The chairman of the corporation shall annually, no later
than January 2, make and deliver to the governor and chairmen of the
house and senate finance committees his certificate stating the sum,
if any, required to restore any capital reserve fund to the capital
reserve fund requirement. The legislature may appropriate such a sum,

and all sums appropriated during the then current fiscal year by the
legislature for such restoration shall be deposited by the corporation
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in the proper capital reserve fund. Nothing in this section creates a
debt or liability of the state.

(D) Whenever the corporation has created and established a
capital reserve fund, the commissioner of revenue may lend money in
the general fund to the corporation for deposit in a capital reserve
fund in an amount equal to the capital reserve fund requirement. The
loans shall be made on such terms and conditions as may be agreed upon
by the commissioner of revenue and the corporation, including without
limitation, terms c'nd conditions providing that the loans need not be
repaid until the obligations of the corporation secured and to be

secured by the capital reserve fund are no longer outstanding.

* Sec. 5. This fit takes effect Immediately in accordance with AS 01.-

10.070(c).
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Jhe rationale is that these Investments, even if they r only be
purchased at market value, should be retained as a t.n.-tii to the
people of the State in scma manner.

This alternative is only offered if the Governor decides to aell the
mortgages that are now assets of the General Fund. The Legislature
does not recommend selling Ceneral Fund assets at a loss.

Respectfully submitted,

lone, Chairman
nance Committee"

The Finance Committee has had COMMITTEE SUBSTITUTE FOR
SENATE BILL NO. 310 amended (leaves of absence for auxil-
lary members of armed forces) under_consideration and a
majority of the members of the Committee recommends It

be replaced with HOUSE COMMITTEE SUBSTITUTE FOR COMMITTEE
SUBSTITUTE FOR SENATE BILL NO. 310 offered by the State
Affairs Committee (same title) and that It do pass. The
report was signed by Mr. Malone, Chairman, and concurred
in by Dnncan, Haughton, Haugen, Cowper, Guy, Buchholdt,
Itta, Cruenlng and Malone.

COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 310 amended was
rererged to the Rules Committee for placement on the
calendar.

The Judiciary Committee has had SENATE BILL HO. 358 (land
to be conveyed to the state In trust for future cities
under Alaska Native Claims Settlement Act; effective date)
under consideration and a majority of the members of the
Committee recommends it be replaced with HOUSE COMMITTEE
SUBSTITUTE FOR SENATE BILL NO. 358 offered by the Community
and Regional Affairs Committee (same title) and that It

do pass with the following amendment:

Amendment No. 1 by the Judiciary Committee:
Page 1, lint 25: Add to the end of Section 150 (c):

"Such approval shall be by resolution
filed with the department.”

The report was signed by Mr. Bradley, Vice Chairman, and
concurred in by Bradley, Eliason, Cotton and Brown.

SENATE BILL NO. 358 was referred to the Rules Committee
for placement on the calendar.

The Health, Education and Social Services Committee has

had COMMITTEE SUBSTITUTE FOR SENATE BILL MO. 367_(corres—
pondence study; effective date) under consideration and

the members of trne Committee recommend _It do pass. Tho
report wts signed b{ Mrs, Sullivan, Chairman, and concurred
In by Sullivan, Hackney, Orterback and Cstrorky. not.
concurrln; was Swanson who has no recommendation.
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i'mbery err."™t:,r..~ \ad SEN"wF HILL NO. "0 arer.lei SB
llover:. T "s Commissi a, er. the Administration of Justice) lip
unuer - r.sldorat ion or.d the nemi ers *f the Cor.rltt.ee report
I" raer with individual reecmnendatior.r. The rep"rt was
sifhfri ty "r. Gardiner, Chairman. Gardir.er, Brown anti
cradle;. “recommend do pass; Cotten, "penring and Eliason
recomr.isn: do r.ct rass.

SENATE BILL 1.0. Itn amended was referred tc the Rules
Committee for placement or. the calendar.

The Finance Committee has had SENATE PILI. NO. 171 (termin— SF
ating the Alaska State_Mort%age Association) under con— HI
sideration and a majority ol the members of the Committee
recommends it dc pass. he report was signed by Mr.

Malone, Chairman, and concurred in ty Malor.e, ruckho) it,
Duncan, Itta, Naughton, Guy, Haugen, Grueninc ar.d Cowper.

SENATE BILL NO. 171 was referred to the Rules Committee
for placement on the calendar.

The Finance Committee has had COMMITTEE SUBSTITUTE FOR CSSB
SENATE BILL NO. 181 (leans for construction of hatchery 181
facilities; effective date) under consideration and a

majority of the members of the Committee recommends It

do pass. The report was signed ty Mr. Malone, Chairman,

and concurred in by Malone, Buchhcidt, Dur.can, Itta,

Naughton, Guy, Haugen, Gruening and Cowpc-r.

COMMITTEE SUBSTITUTE FOR SENATE BIl.l. NO. 1=1 was referro:
to the Rules Committee for placement or the calendar.

The Finance Committee has had COMMITTEE SUBSTITUTE FOR CSSii
SENATE BILL NO. 28y (enlarging the purposes and powers or 289
the Alaska Housing Finance Corporation; effective date

under consideration and a majority of the members of the
Committee recommends it do pass. ~The report was signed

by Mr. Malone, Chairman, and concurred In by Buchholdt,

Itta, Duncan, Naughton, Haugen, Gruening, Cowper and _

Malone. Not concurring was Guy who has no recommendation.

COMMITTEE SUBSTITUTE FOR SENATE BILL NO. 289 wa3 referred
to the Rules Committee for placement on the calendar.

Finance Committee statement of Intent on csss 3 appears
as follows:

"HOUSE  FINANCE 0%::OMMI'I'I'EE REPORT
LEGISLA'_Il':(I)VE INTENT
r
COMMITTEE SUBSTITUTE TOR SENATE BILL il0. 289

It is ".Ie Legislature’s intent that the State should nm/ide tePublic
employees Retirement System and the Teachers Retirement em funds
with an opportunity to E)yrchase State veterans® mortgage 7 from the
General Fund before selling these mortgages to another buyer, such as
the Alaska Housing Finance Corporation.
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