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House of Representatives

MEMORANDUM

TO: REPRESENTATIVELACHER

FROM: SARAH ROBINSON

SUBJECT: C&RA RURAL HOUSING ASSISTANCE PROGRAM

DATE: April 19, 1983

John Aycock called from Kotzebue today to voice a complaint to the C&RA
Committee concerning an "unfair”™ January 1983 decision made by the
Department of Community and Regional Affairs for a "90% mortgage ceiling
on rural housing loans." He requested that Representative Lacher, as
chairperson of the House C&RA Committee, look into this matter and
correct the "unfair" decision. He further argued that this progranm
prevented native residents from affording home investments due to the
high down payment required with a 90% loan ceiling. "This policy
prevents native residents from purchasing homes and forces them to live
in apartments. There are many native friends of mine who would like to
purchase this home, but can ill afford the down payment."

Upon questioning | determined from Mr. Aycock, that he has lived in
Alaska for the past four years. All of these four years have been spent
in his job in Kotzebue with the Department of Education. He is the
outgoing principle of the Kotzebue Elementary School. Mr. Aycock 1is
trying to sell his house for $112,500.00, and he claims that with the
90% ceiling this requires the purchaser to come up with a $13,000.00
down payment. He has been unable to locate a buyer for his house.

I contacted Roy Price of the Housing Assistance Division of the Depart—
ment of Community and Regional Affairs, and asked him about the program
for rural, housing loans. As illustrated in the audit report we just
received in this office (filed under Audit), urban housing loans are
under a separate program from rural housing loans. The urban housing
loans receive an interest rate according to a percentage chart provided
in the audit report. For example the interest rate is 10% up to
$90,000.00 and then it rises, with price increases in the homes, accord-,
ing to an established table. For rural housing loans, 1in contrast, the
Interest rate is a flat 10.5% irregardless of the cost of the home. |
inquired about the 90% ceiling on loans and Mr. Price explained that the
ceilings are, as a rule, 95% for rural housing loans.



The only exception being a decision made by Barbara Morse-Quinn, Direc—
tor of the Housing Assistance Division of C&RA, this last January fox
one class of homes built in rural areas that do not meet state housing
standards. The Kotzebue case under examination falls into this
category.

John Aycock is trying to sell his house built by Jo Max Contractors, and
constructed by Ben Lowman Construction, 1in Kotzebue. This housing was
determined to be poorly built and therefore C&RA changed its loan
ceiling to 90% for this and several other similar cases. In either the
90% or 95% case, the amount is determined between the lowest of two
valuations: 1) the appraisal price, or 2) the sales price. Obviously
Mr. Aycock®"s sales price is higher than the appraised valuation of his
home .

Mike Scott, Aide to Senator Ferguson, and resident of Kotzebue completed
the picture. Three years ago, Jo Max obtained a HUDD contract 1in
Kotzebue. The resulting housing had collapsing walls, no roof, insu—
lation, poorly fitting doors and windows, and so on. Jo Max then went
into the construction of private single family homes 1in the same reg;ion.
C&RA became involved following a number of complaints®. The Department
of CZRA almost took Jo Max to court over this case, but instead settled
for a lower loan ceiling on these houses. Mr. Scott says that C&RA was
very responsible about this and that theghad on site inspections, etc.
Mr. Scott further informed me that the "natives™ are not "restless"™ to
get out of apar”mentsV~Anto Jo Max housing. In fact they have no prob—
lems obtaining available housing in the area. The Jo Max homes are
notorious in the region for their poor construction and are not in that
much demand in the local real estate market. When informed of the sale
price on Mr. Aycock®"s home, Ferguson®s Aide said that these houses
(1,000 square feet max.) were selling for $95,000.00 only last year, and
that: Mr. Aycock is clearly trying to make a profit before he leaves the

"bush™ for bigger things. The 1issue of the "poor suffering natives,"” in
other words, is a cloak behind which Mr. Aycock hides his
self-interests. The reason he called Representative Lacher, House

Chairperson of C&RA, rather than Senator Ferguson, Senate Chairperson of
C&RA, 1s obvious- he went seeking sympathy to an ear he hoped would be
ignorant of the situation. The catch? He says he is moving to the
Palmer area later this year.

Please advise.

John Aycock
P.0.. Box 264
Kotzebue, AK 99752

442-3342(W)
442-3629(H)

N RV
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POSITION PAPER
RE: CS For HB 302 (C&RA)
SPONSOR:: Community and Regional Affairs Committee
Program Effects of Bill

Section 1 eliminates the one year residency requirements

affecting veterans. The new provision allows a greater number
of veterans to qualify for a 1% reduction 1in interest rates on
mortgages for urban nonconforming mortgage loans. The division

concurs with this section.

Section 3 creates a revolving loan fund 1in the division. The
creation of a revolving loan fund will permit the division to
retain principal payments received from borrowers. The
revolving loan fund, in time, will reduce future capital budget
requests. The division is 1In concurrence with this Section.

Section 4 creates within the division a Home ownership

Assistance Fund. The creation of this fund, and the subsidy it
provides will assist low and moderate income persons in
purchasing single family homes. The 1impact, both fiscal and 1in
activity will be tremendous. The subsidy fund will allow
persons who ordinarily would not qualify for a housing loan to
do so. The division expects to expend a large portion of 1its
loan fund allocation in this area. The division 1is in favor of

the creation of this fund.

Section 5 repeals the law mandating an 80%/20% split 1in loan
fund allocations for nonconforming housing loans. Currently
rural Alaska receives 80% of the funding. Section 5 will also
allow the division to allocate nonconforming funds 1in a more
productive manner. In addition to eliminating the 808/20%
split in nonconforming loans, Section 5 will eliminate a second
rural definition. The division concurs with this Section.

Section 6 provides for an immediate effective date for all

Sections. The division feels the effective date of Section 4
of this bill should be January 1, 1984. This date will allow
the division time to properly implement the program. The

division concurs with this Section.

Mark Lewis, Commissioner



STATE OF ALASKA

FISCAL NOTE Revision Date 1983
1. REQUEST I1.  FISCAL DETAIL
Bill/Resolution No.:CS for H. 302 Agency Affected: Comm & Rea Affairs
Title: State Housing Loans Program Category Affected: Development
Sponsor: House CR&A committee BRU, Program of Subprogram(s) Affected:
Requestor: HCRAC Housing Assistance

EXPENDITURES/REVENUES:  (Thousands of Dol ars;
FYy 83 FY 84 FY 8 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES 141 193 205 217 230
200 TRAVEL 41 44 46.1 48.9 51.8
300 CONTRACTUAL 12 13 13.5 14.3 15.2
400 COMMODITIES 29 31 32 33 34
500 EQUIPMENT 3 3.1 3.3 3.5 3.7
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC i
1
total Operating 226 284.1 299.9  316.7 334.7.1
ANNUAL SUBSIDY 650 1,000 1,200 1,350 1,700
I CAPITAL 15,650 31,650 37,850 14,200 50,700 1
SUBSIDY (Cumulative) 650 1,650 2,850 4,200 5,700
REVENUE 350 2,150 4,250 6,650 9,350 1
REVENUE (Annual) 350 1,800 2,100 2,400 2,700
FUNDING:  (Thousands of Dollars)
GENERAL FUND 15,650 31,650 37,850 44,200 50,700 1

FEDERAL FUNDS
OTHER (Specify Source)

Program Receipts 226  284,1 299.9 316.7 334.7
POSITIONS:

FULL-TIME 5 5 5 5 5

PART-TIME

TEMPORARY

111. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Unused AIDA Certificates of Deposit. SLA 1982, Ch 114 CCSSB 322
(See 9. Assumptions for Fiscal Note).

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: B. Morse-Quinn/R. Price Phone: 272-4585
Division: Date: 4/15/83
Approved by Commissioner:/ 'y * Ity?
Department: Community and Regional Affairs

Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)

Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requestor (if different from Sponsor) 3/8/83



Home Ownership Assistance Fvnd (HOAF) Assumptions for Fiscal Note

1 AHFC made 381 HOF loans in FY®"81 for $24.7 million with an
average loan amount of $04,829.00. AHFC made 903 HOF loans in
FY"82 for $58.1 million with an average loan amount of
$64,341.00. HAD"s average loan amount is $87,500.00 HAD
projects a FY184 HOAF program of 175 loans at $85,000.00 each
for a total of $15 million in loans made.

2. HAD projects a HOAF Program based on rural Alaskan needs as
follows:

a. Dwelling Price Maximums

1 or 2 member family $100,000
3 member family 105.000
4 member family 110.000
5 or more member family 120,000
L. Income Maximums
Adult fami iy members 30.000
1st child 5,000
Each additional child 1,500
to program maximum of 39.000

c. Asset Maximums
3 times income for all borrowers

3. Subsidies are calculated for payments of 1 adult and 2
children in rural Alaska to be subsidized frcm ratchet rate of
10" to HOAF rate of 6%. Average salary is computed at $2,335
per month with subsidy of $235.30 per month.

4. Capital projections assume accumulated subsidy projections.
Annual subsidy rates are noted.

5. Revenue projections assume accumulated interest of 67.
returning to the General Fund. Annual interest earnings are
noted. Principal repayment is assumed to revolve back to the
fund and is not calculatedas revenue.

5. Position requests assume a specialization of duties and can
absorb the year round program levels projected with no
increased staff.

7. Travel is assumed to reflect both direct and indirectlending
services of the division. FY"34 travel reflects the following
specific assumptions:

2.500 Loan Examiner 1 to hearings in six field locations

3.500 Accountant, 6 trips to Juneau

5,000 Central office to bring field staff for training
on new program

30,000 6 field offices @ 5,000 each for increased direct
services and program outreach



10.

11.

Notes

4.
Notes

1.

Notes

1.

Contractual assumptions v/ere as follov/s:
8.500 New regulations - HOAF
3.500 Computer programming

Commodities assumptions v/ere based on present cost of

equipment for desks, chairs, files, WANG stations and data
processing equipment.

Equipment 1is assumed at $500 per new position plus $500 for
extra supplies to field.

Annual projections carry a 6% inflation calculation.

for Form 13 Calculations

All salaries are based on GGU Salary Schedule for A ranges
effective 1/1/83 for number of months requested.

Benefits were calculated at .0513 of gross salaries.

Supplemental benefits were calculated at DCRA FY*®34 variable
rate of .1537.

Fixed benefits were calculated at gross salary x 240.
for Personal Services Category Projections

FY="84 impacts for new positions varied between 12 and6
months. FY"85 projections assume all positions at 12 month

plus 6% salary inflation costs. Subsequent years assume only
annual inflation rate of 6%.

for Revenue Projections

Monthly distribution of capital funds and, therefore, monthly

interest calculations due on payments of first year operations
cannot be accurately projected until program becomes
operational. These figures are division®s best estimates.



DEPT. OF COMMUNITY . REGIONAL AFFAIRS

crp
Bill Sheffield, Governor

fOUCH B
JUNEAU. ALASKA 99811
OFFICE OF THE COMMISSIONER PHONE: 1907) 465-4700

April 12, 1983

The Honorable Barbara Lacher
Representative

Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Representative Lacher:

Enclosed is written testimony outlining the Department of
Community and Regional Affairs position on HB 302 and HB 305.
Also enclosed is the Department®s response to Legislative
Audit"s preliminary audit report, dated March 10, 1983.

Hopefully your committee will consider this written testimony
in your development of a combined HB 302 and HB 305 nans bill.

Commissioner

Enclosures






fete

Hr.

April 1, 1983

Gerald. L. Wilkerson

Legislative Auditor

Division of Legislative Audit
Pouch W

Juneau, Alaska 99811

Dear Hr. Wilker3on:

Re:

This

"A  Report on the Department of Community and Regional
Affairs, Housing Assistance Loan Fund, For the Fiscal Year
Ended June 30, 1982." Preliminary Audit Report
(CONFIDENTIAL)

letter coraes in response to your communications of March 9

and 10, 1983 on the above referenced audit document.

A.

Recommendation Ho. 1
HAD 3hould assess the 1interest rate on mortgage Jloans in
compliance with Alaska Statutes.

The department concurs with this recommendation. On
December 28, 1982 a letter announcing an interest rate
change for the Housing Assistance Loan Fund, Nonconforming
Loan Program, was Tforwarded 1in response to Interim Letter
Ho. 1 on your audit Tfindings. Enclosed a3 Enclosure A-1
please find our interest rate notification letter of
November 18, 1982 and our subsequent interest rate notifi—
cation letter of March 11, 1983 (Enclosure A-2).

In addition to implementing a fixed date procedure for
interest rate changes, enclosed you will also find our
January 31, 1983 Request for Opinion of the Attorney
General on this subject. (Enclosure A-3). Because of bond
sale reserves at Alaska Housing Finance Corporation, tax-—
able sales are frequently held well in advance of commit—
ment 1issue. Unless the interest rates between sales rates

are significantly different, funds from one sale are
usually fully expended before funds from a subsequent sale

are drawn. As this opinion request infers, AHFC announces
interest rate changes as their funds dictate, with no
particular formula in relation to the bond sale date. A

verbal opinion from Assistant Attorney General John P.ubini
indicates



"r. Gerald L. *"./ilkerson

April
Page

1, 19383
2

that our interest rate conversion dates should not predate
those of AHFC, regardless of delay from date of sale. ”%
anticipate 1issuing interest rate conversion notices within
48 hours of notification of rate changefron AIPC.

Recommendation No. 2
HAD should strengthen controls over mortgage loans.

The department concurs with this recommendation. Enclosed
as Enclosure ti-1 please find a form now being used by the
Housing ~"Assistance Division entitled "Certification of
Costs for Qwner/Hiiilder Hew Construction."” This form is
to be executed by the borrowers and seller/servicer
representative before loan purchase is finalized. It has
been published in the new handbooks of the Mousing Assis—
tance Loan Program, along with several revised forms of
the Division. This book is available for your review upon
request.

In addition to 1implementing this form, the division has
requested further certification on the part of the
seller/servicers, as exemplified in the enclosed
Seller/Gervicer Letter of March. 17, 1988. (Enclosure d-2).

To correct the audit exceptions on three specific files
st.ill in question, the division has contacted the two
seller/servicers involved in these transactions and
requested their review of these files.

The following information has been obtained to date:

Loan (02-343-082.13 $5,053 - Ho further information.
Loan 1-01-3 -31-004 5= $30,7 05 -All documentation to
account for costs in excess of $07,000 has been received

by seller/servicer and will be forwarded to division.

Loan 502-343-00213 $94,053. Loan fully repaid. Ho
longer held in division®s portfolio.

A full written response on each review 1is anticipated
prior to April 30, 1983.



Mr. Ceralu L. Wilkersor.

April
Page

1, 1903
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Poconmondr.tion Ho. 3

HAD should establish written sidelines to mid 1its staff
in determining acceptable nonconforming cunracteristics.

The department concurs in this recommendation. Enclosed
as Enclosure C-1 Is the written definition of noncon-—
forming <characteristics established by the division on
February 4, 1933. This definition has been publicized by
staff and 1is available to all borrowers or sellcr/servi-
cers for *Moir review.

In addition to finalizing this definition, the division
has recently completed the publication of a Housing Assis—
tance Loan Program handbook and brochures. The publica—
tions fully define our 1loan programs and are available for
review in any of our Housing Assistance Division offices.

D. Reconiaendation Ho. 4

HAD .should 1 lorevo its accountin i svstem.

(1) .HAD does not reconcile its loan receipts and
disbursements and other operating expenditures to the
Htafce accounting system ( ,P\).

The department concurs in this recommendation. The
division has been working very hard in conjunction with
the Division of Administrative dorvices staff to identify

responsibilities, monitor actions and insure fiscal
accountability for all 1loan fund expenditures with regard
to reconciliation with PDA. Enclosure D-.1 outlines the
new reporting procedures which have now been implemented
at HAD. Procedures for reconciliation of 1loan disburse—
ments are now in place and are being performed on a
monthly basis. We anticipate completion of reconciliation

procedures for 1loan receipts and other operating expendi—
tures for the April 30, 1903 PDA report.

(2) Interest 1income 1is recorded net of service fees.
The department concurs 1in this recommendation. In consul —

tation with the Department of Lav/, it has been determined
a revised program request will be presented
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Mr. Gerald L. Jillterson
April 1, 1933

before the Legislative bu. jet and Audit Committee to receive
and expend a portion of he interest 1income for payment of
service fees. In addition, the department will establish a

system to proper I account for tse exoenMitares 1in accordance
with AS 37.95.1150.

Thank you for the opportunity to comment on this report.
Please contact me or Barbara 1iiorse-puinn at 272-4535 should you
have any questions regarding this correspondence. I hope this
letter will sufficiently ddress all your concerns. Me loo!;
forward to receiving th* final audit report as soon as it
becomes available.

<52n_ N
Mar!; Lewis
Commissioner

cc: Barbara "orne- minn
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To: ALL SELLER SERVICES R EEE

November 1C, 1932

The Housing Assistance Division announces the reduction of interest rates
for the Nonconforming Loan Program of the Housing Assistance Loan Fund.
The new rates are attached. The authority for this reduction is found in
AS 44.47.410 and AS 18.56.098(Q)-

As a reminder, all rural loan rates are fixed by the Legislature and are
not adjusted with State Mortgage Bond sales.

Any loan committment issued after November 17, 1982 for the Nonconforming
Loan Program will be at the new rate.

Sincerely,
IArK-i~

Barbara Morse-Quinn
Director

Attachment

Enclosure A-I

HK»NEN
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M EMORA™~IDUWM Stare of Alaska

TO.

FROM:

Community and Regional Affairs

The Honorable Nornan Gorjuch DATE: January 31, 1983
Attorney General

Department of Law FILE NO
Attn: John Rub ini \

Asst. A.G. TELEPHONE NO: 272-4585

MARK LEWIS subject Request for Opinion
COMMISSIONER Effective Date for Interest
Rates under AS 44.47.410(a)
By:
Barbara Morse-Quinn, Director
Housing Assistance Division
Con.iunity and Regional Affairs

Alaska Statute 44.47.410(a) mandates that our urban interest rates are
"equal to the interest rate, as determined under AS 18.56.098(a) from the
proceeds of the most recent applicable issue of taxable bonds.” On
January 19, 1983, Alaska Housing Finance Corporation sold series | of
taxable bonds. This sale resulted in a reduction of the interest rates
from 10.125% to 10% on the first $90,000 for non-veterans and from 9.125%
to 9% on the first $90,000 for qualified veterans. However, AHFC has not
put these rates into effect for their programs until they have exhausted
the funds from the series H sale of taxable bonds.

Our question to you 1is, do we adjust our rates on the date of the last
sale of the taxable bonds which was January 19, 1983 or on the date AHFC
makes the rates effective for their programs which they anticipate will
be mid-February?

Enclosurp A**

02-001 (Orv.10/79)
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CERTIFICATION OF COSTS FOR O01/HER/DUILDER NEW CONSTRUCTION

Vie certify that we have spent tlie total proceeds of our lean from
DCRA/HAD in the amount of $ for materials to construct

our house or for labor which was contracted to be performed to complete
the house, lie further certify that we have not received any payment for

our own labor or other services which we performed to complete the house.

Date:
Borrower
Date:
Borrower
State of Alaska
Judicial District
On this day of 19 before me, the

undersigned a Notary Public in and tor" the state or Alaska, personally
appeared

to me known and acknowledged to rie that he
executed the above certification freely and voluntarily for the uses and

purposes therein mentioned.

Witness riy hand and official seal the day and year in this
certificate first above written.

TTotary Public for Alaska

My Commission Expires:

We certify that the above statement is true and that we have examined and
placed copies in our file of the paid invoices which show the
expenditures of the loan proceeds for materials and contracted labor.

This documentation will be retained by us and available to the Division
or its representatives upon request.

Sel ler/Servicer

BY:
Title:
Date
State of Alaska
Judicial District
On this dayof n before me, the

undersigned a Notary Public in and tor the state ot Alaska, personally
appeared_

to me known and acknowledged to me that he  executed the above
certification for

freely and voluntarily for the uses and purposes therein mentioned,
Witness my hand and official seal the day and year in this

certificate first above written.

Notary Public for Alaska

My Commission Expires:

Enclosure B-I



NONCONFORMING DEFINED

Effective February 4, 1983

Nonconforming housing is housing which is structurally sound and presents
no health or safety hazards to the occupants but because of outno led
construction practices, changes in current design, a lack of normal
amenities common to the area of the structure or a lack of utilities

common to the area of the structure cannot be financed through any other
state or federal mortgage loan program.

It has been our experience that the following list are the prevalent
types of nonconformities:

1. Untreated wood foundations.

2. Untreated piling foundations.

3. Crib foundations.

4. Lack of a foundation.

5 Variations in foundation systems.

6 Dwellings with less than 1 full bathroom.

7 Dwellings with room layouts which affect theprivacy of the bath or
bedrooms.

8. Dwellings with ceiling heights less than 8" 1in the living areas.

9. Dwellings with rooms in tandem.

10. Dwellings with gross living areas less than GOO squarefeet.

11. Disjointed structures.

12. Dwellings which do not enjoy theutilities(electric, water or
wastewater) which are common for theimmediate areain thewhich the
dwelling is located, such as:

Private electric

Lack of electricity

Shallow wells

Cisterns

Surface water collectionsystems

Holding tanks for water

Sewage haul systems

Water haul systems

Graywater systems

. Outhouses

13. Dwellings which rely upon space heaters or woodstoves and their sole
source of heat.

14. Dwellings constructed around a mobile home frame.

15. Restricted Titles due to ANCSA

CmTeMMPO®E>

This list is not finite and can be expanded upon as more characteristics
unacceptable to other mortgage lending programs become known to the
Division.

v
Enclosure C-1



M EMORANDUWM State of Alaska
Community & Regional Affairs

T0: Barbara Morse-Quinn, Director PATE February 8, 1983
Ray Price, Deputy Director
Housing Assistance Division FILE NO

TELEPHONE NO:

FROM: Remond Henderson, Internal Auditor/5~ SUBJECT:
Division.of Administrative Services

Attached are a number of schedules which canbe used in the
reconciliation or HAD loan reports to the state PBA system. Although
these schedules are designed to be used onlyin reconciling funds
available per HAD reports to funds availableper PBA, it is an
example of formal reconciliation and communication procedures which
must exist within HAD and between HAD and the Juneau Fiscal section.
The attached schedules and/or related procedures may change once the
conversion to an automated mortgage loan system has occured, however,
I recommend their implementation at this point in time. Under the
present system each month a number of differences occur between loans
encumbered by HAD and those encumbered by Fiscal. If the recommended
procedures are not implemented, these differences will continue to
occur each month and will result in a large difference at the time of
conversion to the automated system. Ildentifying the cause of a large
difference could be extremely time consuming. Therefore, a monthly
reconciliation should be performed.

I have performed a reconciliation between HAD and PBA reports for the
month of December noting a net difference of $450,000. Although the
net amount difference is inmaterial it shoui.”oe identified and
corrected as soon as PBA reports are available, 1 will perform the
reconciliation for the month of January and will identify the
difference at that time. However, to insure the difference does not
increase as a result of the routine procedures performed by HAD and
the Fiscal section, 1 recommend the following:

1. Preparation of SCHEDULE I ( a summary schedule of loan
activity by year of loan fund; ie; encumbrances,
cancellations, increases, decreases).

2. Preparation of SCHEDULES 11, 111, and IV. These are
schedules for each loan fund (by year) and provides the
detail support for the summary schedule described in 1
above. In preparing schedules II, IIl, and IV a number of
procedures must be followed by HAD and Fiscal. These
procedures are discussed below:

T
Enclosure D-I



Schedules
2/8/83
Page 2

HAD*s Accounting Technician should
continue to maintain the Loan Activity
Log. All encumbrances, transfers,
increases, adjustments, etc. should be
entered in the log. In effect, the Loan
Activity Log should reflect all activity
which affects loan encumbrances.

The Loan Closer should forward a copy of
requests for warrants to the Accounting
Technician in order for her to determine
amounts requested are in agreement with
amounts encumbered. If there is a
difference, the Accounting Technician will
enter the increase or decrease iIn the Loan
Activity Log and applicable schedule. If
an increase or decrease in a loan amount
is known by the Loan Closer in advance,
the Loan Closer should forward a document
indicating the change to the Accounting
Technician.

The Loan Closer should forward a copy of
all warrant cancellation requests to the
Accounting Technician. (This has no
effect on schedules 11, 111, or 1V,
however, effects the HAD reports prepareu
by the Accounting Technician.

All items entered in the Activity Log (see
[a] above) by the Acce ting Technician
should be entered in thd Wang and on the
applicable SCHEDULES, 11, IIl, or IV. "The
Accounting Technician should establish a
cut-off date at the end of each month.
This will be important for reconciliation
purposes. All activity input in the Wang
(per activity log) in a particular month
and incluJded in HAD Loan Reports for that
month should be entered on SCHEDULES 11,
I, or IV for the same month. For
example, information entered in the Wang
on January 5t.i and included in the
December 31st (or January 1st) HAD Loan
Reports should be included in the
schedules for the month of December.

'O



Schedules

2/8/83
Page 3

e. The Accounting Technician should forward.
SCHEDULE®S 1, 11, I1l, and IV to Fiscal on
a routine basis, preferably weekly. The
Fiscal section will complete the schedules
and return them to HAD as documents are
received by the Department of
Administration. If an item submitted by
HAD is indicated by Fiscal as not being
recorded, it should appear on the
reconciliation schedule (SCHEDULE®S Vv, VI,
and VIl attached) at month end. This 1is
an i1tem which will be included in the HAD
Loan Report for the current month,
however, will not be reflected iIn the
Current Year Authorization Balances report
(PBA Report) for the month.

f. The Accounting Technician should review
SCHEDULE®S II, IIl, and IV as they are
received from Fiscal for potential
reconciling items. As described in [e]
above, items not recorded by the
Department of Administration will be
reconciling items. Additionally, items
recoiv.ed by the Department of
Administration in the month following the
month submitted by HAD will bo reconciling
items (i.e; included in December HAD Loan
Report, however, recorded by the
Department of Administration on January
10th).

Preparation of SCHEDULES V, VI and VII (the reconciliation
schedules) on a monthly basis. These schedules are the
basis of reconciling the Current Year Authorization Balances
Report (PBA Report) to the HAD Loan Reports prepared at
month end. A loan report should always be printed at month
end. If the PBA Report has not been received by the 15th of
the current month, please notify Fiscal.

Performance of the above procedures will be the first step in
reconciling PBA reports to HAD reports. Should you have any
luestions regarding these procedures, please contact me. I will

CC:

inmediately.

Rehfeld Director

Th
Division of Administrative Services

Dan Kanouse, Administrative Officer
Division of Administrative Services
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m MEMORANDUM SEie dFAlada

DEPARTMENT OF COKKUITITY AND REGIONAL AFFAIRS

to: The Honorable Norman Gorsuch date: January 24, 1933
. .Attorney General
"Department of Lav; ; fileno:

TELEPHONE NO: 465-4709

SUBJECT: REQUEST FOR OPINION
HAD Service Fee

Tlie Department of Community & Regional Affairs requests your assistance
in providing an opinion on the proper source of funding of service fees
paid to financial institutions by the. Housing Assistance Loan Fund.
Alaska Statute 44.47.460 states that "Before purchasing or participating
in the purchase of a loan, the director shall enter into a loan servicing
agreement with the private financial institution from which the lean 1is
to be purchased.” It further states that, "Under the servicing agree—
ment, the private financial institution or the regional native housing
authority shall administer the loan and may charge the division a negoti—
ated origination or servicing fee on the division™s share of the loan".

Since the inception of the Housing Assistance Loan Program (previously
Non-conforming Housing Loan Program) the Division has negotiated
contracts with financial institutions for the servicing of loans. After
a loan has been purchased and payments from the borrower are received,
the financial institutions deduct the amount of their service fee and
forward the remaining remittance to the Diyision. The loan payments are
then transmitted to the Treasury through the Division of Administrative
Sen/ices, for deposit, net the service fees retained by the financial
institutions. This transmittal of Jloan payments 1s performed on a
monthly basis. -

This procedure is not adequate to properly reflect the amount of Interest
revenue actually received by the State. It has been determined that to
accommodate this situation, an accounting entry 1s required at the time
of deposit to reflect the total amount of revenue received (principal and
interest) and an adjustment to the expenditure journal for the service
fees deducted. To accomplish ,this accounting adjustment, expenditure
authority must be provided to the Department for the service fees. The
y Department is willing to go to LB&ATfor a request to receive and expend
, XJ program receipts. A problem may exist In identifying a portion of the
searnings from a loan fund, currently unrestricted revenue, as restricted
lox*  revenue to pay for services rendered to the loan fund. The only other
- alternatives we have at this point is a supplemental request, (there is
little chance 1t will be approved) or identifying a portion of- the loan

fund itself for this purpose.



THE FOLLOMNG DOCUAIENT(S) MAY NOT FILM
LEGIBLY BECAUSE OF POOR QUALITY OF THE
ORIGINAL.



Nora Gorsuch, Attorney General
January 24, 1uG3
Page 2

The effect of this situation 1is that FY82 interest income (ar.u
corresponding expenditure amounts) are understated by over $90,000.

It is anticipated that in FYc.3 this figure could he as high as
$325,000.

Your assistance in this matter would be greatly appreciate-c. it you
require any further information please call Gob Rehfeld at 460-*708.

ft/r.3/0l
141GA

. y0jad
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YA\ JeMil ¥ i, A e e . Bill Sheffield, Governor
<€) . tnllJ) J= H.- 1l . / PEPLY TO:
A 2 COMMEEINA™ITY & iftI2«201VAL AIEFAMS 79 ANCHORAGE . ALASKA 99503
Jis /\E T b OS ) tt a I t « m PHONE : 1907]: 272-4585

21-P4LH

1 BOX 10041
DILLINGHAM. ALASKA 99576
PHONE: (907) 342-2245

[ GENERAL DELIVERY
KOTZEBUE. ALASKA 99752
PHONE: (907) 442-3675

March 17, 1983 C1 PO BOX 348

BETHEL. ALASKA 99559
PHONE. (907) 543-3864

HOUSING ASSISTANCE DIVISION

[ 1514 CUSHMAN. ROOM 210
FAIRBANKS. ALASKA 99701
PHONE: (907) 452-4468

[ BOX 41
NOME. ALASKA 99762
PHONE: (907) 443-2655

To: ALL SELLER/SERVICERS PHONE. PENETH 4be

In a recent review of our seller/servicer files we have observed a
lack of documentation which authorizes designated personnel to act
on behalf of an originating lender. This documentation is necessary
when considering the signatures on commitment contracts or
agreements which the lender may enter into on behalf of a borrower
with this division.

Please provide by April 15, 1983 documentation which would designate
the personnel authorized to enter into contracts or agreements,
along with any exceptions or limits to this authority, on behalf of
your institution. The documentation should contain the statement
that the authorized officer®s signature carries the full faith and
credit of the lender, and is a binding agreement regardless of
future personnel assignments within your institution.

Thank you for your cooperation and compliance with this request.

Sincerely,

hcuua <»%"&e
Barbara Morse-Quinn
Director

- ’\M,
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REFLY TO:

[ 2600 DENALI. SUITE -100

COMMUWBTY & HIH6BONAL AFFAIKS ANCHORAGE. ALASKA 99503
PHONE: 1907) 272-4585

[ BOX 10041
HOUSING ASSISTANCEDIVISION

[ GENERAL DELIVERY

KOTZEBUE. ALASKA 99752
PHONE: (907) 442-3675

[ PO.BOX 348

BETHEL. ALASKA 99559
PHONE: (907) 543-3864

March 11. 1983 [ 1514 CUSHMAN. ROOM 210
’ FAIRBANKS. ALASKA 99701

PHONE: (907) 452-4468

[ BOX 41

NOME. ALASKA 99762
PHONE: (907) 443-2655

STATEWIDE TOLL FREE

To: ALL SELLER/SERVICERS PHONE. ZENETH4585
The Housing Assistance Division announces the reduction of interest
rates for the Nonconforming Loan Program of the Housing Assistance
Loan Fund. The new rates are attached. The authority for this
reduction is found in AS 44.47_.410 and AS 18.56.098(Q)-

As a reminder, all rural loan rates are fixed by the legislature and
are not adjusted with State Mortgage Bond sales.

Any loan commitment issued on or after March 14, 1983 for the
Nonconforming Loan Program will be at the new rate.

Sincerely,

Barbara Morse-Quinn
Director

Attachment

DILLINGHAM. ALASKA 99576
PHONE: 1907) 842-2245



*Aldikd =iousinG FINANCE CORPORATION

P.0. Box 1020, Anchorage, Alaska 99510

TO: All Seller/Servicers date: March 9, 1983
(Memo #83-17)

from: LeRoy
Mortgage Operations Oirector

Re: Interest Rate Change

Effective March 11, 1983, the following interest rate schedule
shall apply to all mortgage loan requests received by Alaska
Housing Finance Corporation (AHFC), with the exception of the
Tax-Exempt Loan program, the Second Deed of Trust programs and the

Veterans Mortgage Rond program. All applications received by AHFC
on or after that date will be underwritten at these rates.

LR/1a

RECEIVED
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LEGISLATIVE AFFAIRS AGENCY

POUCH Y «STATE CAPITOI

MEMORANDUWM April 8, 1983
SUBJECT: Comparison of HB 302 and HB 305
TO: Representative Barbara Lacher

Chairman, House Community and
Regional Affairs Committee

FROM: Linn H. Asper
Legislative Counsel

You have requested a comparison of HB 302 and HB 305,
concerning state housing loan programs.

Provisions that are the same in both bills:

Section 6 of HB 302, concerning eligibility for
veterans interest rates on AHFC loans (AS .18.56.101),
is the same as Sec. 4 of HB 305.

Section 7 of HB 302, concerning retention of a finan-
cial advisor for AHFC bond sales, is the same as Sec. 5
of HB 305.

Section 8 of HB 302, concerning application of certain
provisions of the Act, 1is essentially the same as
Sec. 11 of HB 305.

Section 9 of HB 302, repealing AS 44.47.385, 1is essen—
tially the same as Sec. 12 in HB 305.

Section 10 of HB 302 (immediate effective date) 1is
essentially the same as Sec. 14 of HB 302.

Provisions that are similar in both bills:

Sections 4 and 5 of HB 302, concerning interest rates
for AHFC loans, are similar to Secs. 1 through 3 of

HB 305. Each changes the method of calculating AHFC
interest rates in a similar manner. HB 305 would
increase the subsidized portion of AHFC loans from the



Representative Barbara Lacher

Page
April

Provi

Provi

2
8, 1983

present $90,000 amount to $100,000. HB 302 makes no
change in the subsidized portion of AHFC loans. HB 305
would put a 12.5 percent ceiling on AHFC interest
rates., HB 302 places no ceiling on interest rates.

sions that are found only in HB 302:

Sections 1 through 3 of HB 302 would have the effect of
increaising the amount of money that could be loaned for
a single-family residence from $160,000 to $250,000.

sions that are found only in HB 305:

Section 6 of HB 305 would make it clear that the
housing assistance loan fund (AS 44.47.380) 1is a
revolving fund.

Section 7 of HB 305 would establish a home ownership
assistance fund in the Department of Community and
Regional Affairs for housing loan assistance to low and
moderate income families, similar to the AHFC home
ownership fund (AS 18.56.091).

Section 8 of HB 305 would allow a borrower to have both
a nonconforming or rural housing loan and a loan for
nonowner occupied housing, amending AS 44.47.390.

Section 9 of HB 305 would amend the method of computing
interest rates for nonconforming and rural housing
loans under AS 44.47_.410.

Section 10 of HB 305 would redefine the term "rural"™ as
that term is used in connection with nonconforming and
rural housing loans made or purchased by the Department
of Community and Regional Affairs.

Section 13 would make Secs. 7, 8, 10, and 12 of HB 305
effective January 1, 1984.

LHA:1jb
13/038






BILL SHEFFIELD, GOVERNOR

DEPT. OF COMMUNTITY & REGIONAL AFFAIRS 0 POUCH B
JUNEAU. ALASKA 99811 .

PHONE: 1907) 465-4700

OFFICE OF THE COMMISSIONER
0O 225 CORDOVA STREET « BLOC 3

ANCHORAGE. ALASKA 99501
PHONE: 19071 264-2294

April 6, 1983

BILL ANALYSIS

RE: HB 302

SPONSOR: House Special Committee on State Loans

Program Effects of Bill

Section 6 of the bill eliminates the vresident requirements
affecting veterans in the past. The new provision allows a
greater number of Veterans to qualify for a 1% reduction 1in

interest rates on the mortgage.

Section 9" of the bill makes it possible for the Division to

operate under one definition of rural. Moreover, Section 9
repeals the law mandating an 80%/20% in Jloan fund allocation
for nonconforming loans. Currently rural Alaska receives 80%
of the funding. Section 9 will allow the Division to allocate
nonconforming funds 1in a more productive manner. Fiscal 1impact

should be minimal.
Comments

The Department suggests that the effective date of Section 9 be
i:"_mediate.

Mark Lewis, Commissioner



STATE OF ALASKA

FISCAL NOTE Revision Date 1983
. REQUEST 1. FISCAL DETAIL
Bill/Resolution No.: HB 302 Agency Affected: DCRA
Title: Relating to the AK Housing Finance.. Program Category Affected: DEVELOPMENT
Sponsor: Hou. Spec. Corm. on St. Loans BRU, Program of Subprogram(s) Affected:
Requestor:  HC&RA HAD

EXPENDITURES/REVENUES:  (Thousands of Doll ars)
FYy 83 FY 84 FY 8 FY 86 FY 87 FY 88

OPERATING -0- -0- -0- -0- -0-
100 PERSONAL SERVICES -0-
200 TRAVEL -0- -0- -0- -0- -0-
300 CONTRACTUAL -0- -0- -0- -0- -0-
400 COMMODITIES -0- -0- -0- -0- -0-
500 EQUIPMENT ~U- 0- -0- _0- “0-
600 LAND & STRUCTURES -U- -0- -0- -0- -0-
700 GRANTS, CLAIMS, ETC -U- -U- -0- -0- -0-
-U- -u- -0- -0- -0-
TOTAL OPERATING -u- -u- -u- -U- b
CAPITAI ~on -1)- t-ro-~ -0-
REVENUE | —o- 0. 0-  -0- -

FUNDING:  (Thousands of Dollars)
GENERAL. .FUND -0- -n- O O I
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
FULL-TIME o o n I
PART-TIME o7 Lo o —o= 0o
TEMPORARY

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

N/A

IV. ANALYSIS: Attach a separate page for any Analysis

L/ / .
Prepared By: Barbara Morse—Ouinni’g‘ / Phone: 272-4585
Division: Housing Assistarrce”-"Di”isiori Date: .3/19/83
Approved by Commissioner;/ / / "™ /tv*/ ] Date:
Department: Community sr Regional Affairs T~"

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requestor (if different from Sponsor) 3/8/83



STATE OF ALASKA n

() FISCAL NOTE Revision Date , 1955
l. REQUEST I1. FISCAL DETAIL
Bill/Resolution No: HB 302 Agency Affected: Revenue
Title: AHFC- semi rural loans Program Category Affected: Econ. PevelopT
SponsorTHouse Special Committee on Loans BRU, Program of Subprogram!s) Affected:
Requestor: Alaska Housing Finance Corporation

EXPENDITURES/REVENUES: (Hi 1lions of Dollars)

1 1FY 83 T FY 84 1FY 8 1FY 86 TTY 87 1FY 88
1 OPERATING 1 1 1 T~ | 1
I 100 PERSONAL SERVICES 1 - 1 1 1 1 1
1 200 TRAVEL | - 1 1 1 1 !
I 300 CONTRACTUAL - ; 1 1 1 - S -
I 400 COMMODITIES i - ! - 1 ! 1 - i -
1 500 EQUIPMENT i - i i 1 1 - 1 -
I 600 LANDS & STRUCTURES 1 - i 1 - t 1 1
I 700 GRANTS, CLAIMS, ETC. | - i 1 - 1 - 1 1 -
1 1 i 1 1 | 1
| TOTAL "OPERATING i - i 1 1 1 - 1
1 CAPITAL 1 29 | 1 1 I - 1 -
I REVENUE L - 1 - 1 T L
FUNDING:  (Millions of Dollars)
1 GENERAL FUND 1 29 1 - 1 1 1 1
1 FEDERAL FUNDS 1 - 1 - 1 1 1 1
1 OTHER (Specify Source) ! - 1 - 1 - 1 - 1 1
1 1 - 1 - 1 1 1 1
POSITIONS:
i FULL-TIME | - 1 - 1 1 1 1
1 PART-TIME 1 - 1 - 1 1 1 - 1
1 TEMPORARY 1 - 1 - 1 1 1 1
1 1 - 1 1 1 1 1
SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

IV. ANALYSIS: Attajl”jl~parajte jre~foy”any Analysis.
Prepared By: ~Michael S. Lynch Phone: 276-5599
Division: Alaska Housing Finance Corporation Date: 4/7/83
Approved by Commissioner: nN— Date: V/?/#3

Department: Revenue

Distribution:
Original to Legislative Finance
Copy to Office of Management and Budget (for Legislature introduced bills)
Copy to Department (for Governor introduced bills)
Copy to Sponsor
Copy to Requestor (if different from Sponsor)



Analysis for HB 302

It is estimated that AHFC would receive 250 additional loans that
they do not now receive which require an additional $50 million of
bond financing. Based on a mix of one-third veterans and two-thirds
non-veterans, this would require subsidy funds of $9 million.
Raising the change in the ratchet from three percent to four percent
will have a cost of $20 million. If no other bills with a fiscal
impact for AHFC ard-passicT, the Corporation would be able to
accommodate the $29 million cost within its current FY 84 $150
million capital budget request.
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April 6, 1983
Proposed House Bill 302

REMARKS BY REPRESENTATIVE RICK UEHLING

The bill before you today is House Bill 302, "An Act relating to the
Alaska Housing Finance Corporation; relating to rural and nonconforming
housing loans; and providing for an effective date."” It makes a number
of substantive changes in the present AHFC progranm.

First, it establishes a new limit of $250,000"for first mortgages

purchased by AHFC — thereby deleting the provision that loan limits be
tied to the Federal National Mortgage Association limits. For example,
the total amount loaned for a single family residence is $160,000 under
FNMA limits. The legislation before you raises that limit to $250,000.

Secondly, it eliminates the "Roger 3_Ratchet™ and sets a flat four
percent subsidy on all loans up to $90,000. Over- that, the cost of
funds are the determining factor. Essentially, this bill eliminates
unnecessary language in present statute and allcws the subsidy to be at
a constant level. This gives AHFC and the Legislature a consistent
level of appropriation for future fiscal years. |In essence, this
streamlines and simplifies present law.

Thirdly, this legislation cleans up existing statute in the section
defined as "eligible veteran" by deleting questionable residency
requirements and changing the National Guard and Reserve service
requirement. This change has been suggested by the Governor in HB 305.

Fourthly, this bill makes the retention of a financial advisor by the
AHFC for the negotiation of private sales of bonds optional instead of
nv ndatory.

The fifth, and final, point I would like to make is that this
legislation repeals the allocation formula for nonconforming housing,
which is based on population.



Department of Community and Regional Affairs

Analysis
of
Proposed Amendments to HB 302

1. Section 3 (page 1 line 22) - Includes language to limit the
effects of this section to single family dwellings. This has
impact on AHFC only and is a chance requested by them. Limits

for Housing Assistance Division pr<grams are set by the Federal
National Mortgage Association an3 are $162,450 for single
family dwellings and $207,750 for duplexes. No effect on HAD.

2. Section 4 (page 1 Uline 27) - The amount up to which the
subsidized interest rates set by this section are applicable is
changed from $90,000 to $100,000. Again this is an AHFC

requested amendment and would have no impact upon HAD programs.

3. Section 8 (page 3, line 26) - This changes the sections of
HB 302 addressed by section 8 from sections 4 and 5 to sections
1 through 5. These sections apply to AHFC mortgages only.
This would have no effect upon HAD programs.

4. Section 8 (page 3, line 28) - Changes bonds issued to bonds
sold and includes language to cover use of any other available
funds. Again this alteration has no effect upon HAD programs.

4/8/83



o+ <= lhithMh

POUCH Y « STATE CAPITOL
JUNEAU. ALASKA 99811

T ff I U U d i O I I U ™ 907-A65-3800
LEGISLATIVE AFFAIRS AGENCY
MEMORANDUM March 29, 1983
SUBJECT: AHFC and housing assistance loans

(HB 30?7, Work Order No. 13-1140)
TO: Representative Rick Uehling

FROM Linn H. Asper
Legislative Counsel

You have asked for a sectional analysis of HB 302 , relating
to the Alaska Housing Finance Corporation and-housing assis—
tance loans administered by the Department of Community and
Regional Affairs.

Section 1 deletes the provision that, now ties the maximunm
amount of AHFC loans to" Federal National Mortgage Asso—
ciation limits.

Section 2 makes the same, deletion with regard to second
mortgages that Sec. 1 makes for first mortgages.

Section 3 establishes a new limit of $250,000 for first
mortgages purchased by AHFC, and a limit of $250,000 for
second mortgages when combined with the outstanding balance
of the first mortgage.

Section 4, in combination-with the repeal of AS 18.- v
56.098(g)(2) made 1in Sec. 9 of the bill, eliminates the

"Rogers ratchet” method of determining interest rates on

AHFC 1loans. Instead, a flat four percent subsidy is enacted

so that the interest rate on an AHFC loan will be four percent
less than the cost of funds for that loan, with two exceptions:

(¢)) if the cost of funds 1is less than 10 percent, the
interest rate equals the cost of funds; and

@) if the cost of funds 1is more than 10 percent the
rate may not
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Section 5 makes technical changes to AS 18.56.098(g)(5) to
conform that paragraph with the changes made elsewhere in

the section.

Section 6 changes the definition of "eligible veteran" for
the purposes of the increased veteran®s subsidy for AHFC
loans, by deleting questionable residency requirements and
by changing the national guard and reserve service require—
ments.

Section 7 makes the retention of a financial advisor by the
AHFC for the negotiation of private sales of- bonds optional

instead of mandatory.

Section 8 is a transitional provision that ties the changes

in the method used to compute AHFC interest rates to bond

sales that take place after the effective date of the Act. i
Section 9 repeals AS 18.56.098(g)(2), referred to above in hJ
connection with Sec. 4, and repeals AS 44.47.385,. which
established an allocation formula, based on population, for
nonconforming housing loan money administered by the division
of housing assistance in the Department of Community and
Regional Affairs.

Section 10 provides an immediate effective date for the Act.

LHA:1jb
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Maximum subsidized
portion of AHFC Loans
is $90,000

Contains several
residency requirements
for Veterans

Requires AHFC to retain
independant financial
advisor for bond sales

Requires Department of
Community and Regional
Affairs (DCRA) to commit

80 percent of funds to
rural loans, and 20 percent
to u%ban areas.

Persons with subsidized
loans for non-owner
occupied housing can not
have additional loan for
owner occupied

No specific loan fund for
low and moderate income
housing in DCRA that is
similar to AHFC program

$90,000

.Eliminates special
Veteran residency*
requirements

itbkes bond advisor
optional

Elit/\/\te/\Ql\l\Ql\l\l\S/\
requirement )
No change
No change
/

$100,000 mh

AEliminates special
Veteran residency
requirements

Makes bond advisor 677
optional ,

JArThAnate”pA~o

Negqurrem™nt - A

Permits borrowers to
have loans for owner
occupied and non-owner
occupied housing

Establishes a revolving

loan fund in DCRA for low
and moderate income housing.
Provides for interest rates
to be %% fiigher than the
taxable bond rate for urban
non-conforming housing than

for rural non-conforming housing.
Provides for loans 1% less than
the taxable bond rate for rural
housing loans, but not for urban
housing loans.



PAGE TWO

EXISTING

Maximum limit on

loans for single
family residences are
tied to Federal Nat"l
Mortgage Association
(FNMA)  ($162,450) same
provisions apply to
second mortages.

AHFC provides 3 percent
maximum subsidy rate on
loans.

Definition of rural:

AS 44 .47_.560

"rural™ means:

(d) a community in the
second, third, or fourth
judicial district of the
state with a population
of 4,500 or less that is
not connected by road or
rail to Anchorage or
Fairbanks; or (b) a
community in the first
judicial district of the

state with a population of

4,500 or less;

HB 302

Removes linkage to

FNMA and establishes

maximum loan for single
family residences at

$250,000. Same limits
$250,000 for second mortages.,

Establishes 4 percent

subsidy except: (@) if

cost of funds is less than
10%, the interest rate equals
the cost of funds, (b) if
cost of funds is more than
10%, the interest rate may
not be less than 10 percent.

No change

HB 305

No change to existing
law.

Same as HB 302 but adds:
the interest rate may not
exceed 12.5 percent.

"rural™ means of or relating to

a community in the state with a
population of 4,500 or less, as
determined by the department under

AS 29.88.015, that (a) is not

connected by road or rail to Anchorage
or Fairbanks; or (b) is connected by
road or rail to Anchorage or Fairbanks,
but is more than 100/air miles from ,
Anchorage®and from Fairbanks.

COMMITTEE DETERMINATION



8§ 44.47.385

Alaska Statutes Supplement

8§ 44.47.390

(D) nonconforming and rural housing mortgage loans;
(2 loans made for building materials for nonconforming and rural

housing;

(3) loans made for renovations or improvements to nonconforming

and rural housing;

@ loans made  for the

construction of
nonconforming and rural housing other than

owner-occupied
loans to builders or

contractors or loans that compensate an owner for the owner 3 labor or
services in constructing the owner 3 own housing. (73 ch 106 SLA
1980; am &6 ch 115 SLA 1981; am 838 ch 113 SLA 1982)

Effect of amendments. — The 1981
amendment added "originate" preceding
"purchase" in the second sentence of the
introductory language and added para-
graph (4).

TTie 1982 amendment, effective June 25,
1982, substituted "housing assistance loan
fund” for "nonconforming housing loan

Sec. 44.47.385. Eligible

locations,

fund” in one place in the first sentence and
in two places in the second sentence, and
inserted 'and rural” in paragraphs (1)-(4).

Editor’s notes. — This section was
redrafted by the revisor of statutes to
remove personal pronouns in conformity
with AS 01.05.081(c) and § 4, Chapter 58,
SLA 1982.

(@ The director may make

loans from the housing assistance loan fund only for nonconforming
and rumlhousing loans to qualified buyers for nonconforming and
rural housing.

(b) Not more than 20 percent of the total principal amount of loans
made for nonconforming housing may be made in cities of organized
boroughs and service areas of unified municipalities where the popu—
lation of the city or service area exceeds 3,500.

(©) For purposes of (b) of this section, population shall be determined
with reference to the 1980 preliminary census report as published in
"Alaska 1980 Population””and released January 1, 1981, by the
Department of Labor.

() In allocatingmoney under (b) of this section, ifa home proposed
for financing is in more than one service area, that home shall be
considered to be in the service area with the smallest population. (8 17
ch 115 SLA 1981; am &39 ch 113 SLA 1982)

Effect of amendments. — The 1982
amendment, effective June 25, 1982, in
subsection (a), substituted "housing assis-

tance loan fund” for
housing loan fund" and
rural”in two places..

"nonconforming
inserted "and

Sec. 44.47.390. Limitations on use of housing assistance loan
fund. The director may not use the money in the housing assistance
loan fund to

(1) originate a direct loan or purchase or participate in the purchase
of a nonconforming or rural housing mortgage loan that exceeds the
limitations on mortgage loans purchased by the Federal National
Mortgage Association as to principal amount or loan-to-value ratio;
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(0 A regulation adopted under (b) — (e) of this section becomes
effective immediately upon itsadoption by the board, unless otherwise
specifically provided by the order of adoption.

(@ The provisions of (b) - (e) of this section do not apply to regu—
lations governing interest rates on the corporation3 mortgage loan
programs.

(h) The board shall adopt regulations in accordance with (@- (0 of
this section which establish a procedure by which a seller ofmortgage
loans may appeal a decision of the corporation not to purchase mort—
gage loans offered by the seller. (85 ch 167 SLA 1978; am &19 ch 106
SLA 1980; am 817 ch 113 SLA 1982)

Effect of amendments. — The 1982
amendment, effective June 25, 1982,
added paragraph (5) to subsection (c).

Sec. 18.56.096. Limitation on power to make or purchase
mortgage loans. The corporation may not make, participate in the
making of, purchase, or participate in the purchase of

(1) a firstmortgage loan under this chapter that exceeds the limi—
tations on first mortgage loans purchased by the Federal National
Mortgage Association as to principal amount and loan-to-value ratio;
or

(2) a second mortgage loan the amount of which, when combined
with the principal balance of a first mortgage loan on the property,
exceeds the limitation on the amount set out in (1) of this section or
that has a loan-to-value ratio, when considered with the principal bal —
ance of the first mortgage loan, that exceeds 90 percent.

(3) amortgage loan to finance the purchase ofnew housing or for the
improvement or rehabilitation of existing housing, unless the con—
struction, improvement, or rehabilitation work has been performed by
a contractor who is registered towork as a contractor under AS 08.18;
this paragraph does not apply if the construction, improvement, or
rehabilitation work

(A) has been totally or substantially performed by the borrower;

(B) has been performed by a borrower who acts as the contractor for
the construction, improvement, or rehabilitation work; or

(C) has been performed in an area designated by the corporation as
exempt from the requirements of this paragraph because of the
unavailability of registered contractors in that area. (827 ch 106 SLA
1980; am 83 ch 115 SLA 1981; am 818 ch 113 SLA 1982)

Effect of amendments. — The 1982
amendment, effective June 25, 1982,
added paragraph (3).
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Sec. 18.56.098. Special mortgage loan purchase program, ()
The corporation shall establish a special mortgage loan purchase pro—
gram. Under the special mortgage loan purchase program, the corpora—
tionmay purchase firstor second mortgage loans, including graduated
payment mortgage loans, made for the purchase, improvement, or
rehabilitation of residences.

(b) The corporation shall adopt regulations under AS 18.56.088 to
establish minimum construction standards which a residence must
meet before the corporation may purchase a mortgage loan on the
residence under (@) of this section. The minimum construction stan—
dards shall include standard deviations from the minimum con—
struction standards to allow the corporation to purchase loans on
residences which do not meet theminimum construction standards but
which are certifiedby an engineer to be within the standard deviations.
The standard deviations shall include, but are not limited to, provi—
sions relating towater holding tanks, on-site water and sewer systems,
and foundations.

(©) The corporation may pledge mortgage loans purchased by the
corporation under (@) of this section, mortgage loans assigned to the
corporation for the special mortgage loan purchase program, and mort—
gage loans purchasedwith amounts appropriated to the corporation for
the special mortgage loan purchase program topay the principal, inter—
est, and redemption premium, ifany, on bonds or bond anticipation
notes issued by the corporation for the special mortgage loan purchase
program ancTmay expend amounts appropriated to the special mort—
gage loan purchase program for mortgage loan subsidies or other
purposes of the program as necessary to cause the interest rate on
mortgage loans purchased under the special mortgage loan purchase
program and retained by the corporation or sold under AS 18.56.099 to
equal the rates specified in this section.

(d) Repealed by &51 ch 115 SLA 1981.

(e) The corporation shall establish regulations in accordance with
AS 18.56.088 to implement the special mortgage loan purchase pro—
gram. The regulations shall include provisions allowing, prohibiting,
or restricting the right to assume or the right to provide for the
payment of mortgage loans purchased under (&) of this section by a
person other than the mortgager. A provision in a mortgage loan pur—
chased by the corporation after June 30, 1981, that prohibits or
restricts "ehe right to assume or the right to provide for the payment of
mortgage loans isenforceable. The corporation shall enforce the regu—
lations adopted under this subsection.

(0 In this section and in AS 18.56.099,

(€] "graduated payment mortgage loan”Mmeans a mortgage loan the
terms of which provide for monthly principal and interest payments
which
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(A) during the first year of the mortgage loan are lower than the
monthly principal and interestpayments thatwould be required under
the terms ofa level payment mortgage loan made at the flame interest
rate; and

(B) during subsequent years of the mortgage loan are graduated to
provide for the same return over the term of the loan that would have
been provided by a level payment mortgage loan made at the same
interest rate;

(2 "mortgage loan””includes a beneficial interest or participation in
a mortgage loan;

(3) Repealed by 851 ch 115 SLA 1981.

(4) "residence®”means an owner-occupied, single-family residence,

including a mobile home, or an owner-occupied duplex, triplex or
four-plex.

() The corporation shall establish the interest rate on a firstmort —

gage loan purchased under (a) of this section in accordance with the
following:

(D) The interest rate c.. the first $90,000 of a mortgage loan pur —
chased with the proceeds of the first issue of taxable bonds of the
corporation is 10 percent or the cost of funds, whichever is less.

(2) The interest rate on the first $90,000 of a mortgage loan pur—
chased with the proceeds of a second or subsequent issue of taxable
bonds of the corporation shall be determined as follows:

(A) Ifthe cost of funds ofan issue of taxable bonds ismore than the
cost of funds of the preceding issue of taxable bonds, the interest rate
shall be increased by an amount equal to the difference between the
cost of funds of the two bond issues.

(B) Except as provided in (C) and (D) of this paragraph and (3) of this
subsection, the interest rate may not be less than 10 percont and may
not be reduced.

(C) Ifthe difference between the cost of funds of an issue of taxable
bonds and the interest rate established for a mortgage loan purchased
with the proceeds of the previous issue would be equal to or less than
three percent, the interest rate on mortgage loans purchased with the
proceeds ofthat taxable bond issue and subsequent, taxable bond issues
isthree percent less than the cost of funds of the taxable bond issue that
isused to purchase the mortgage loan.

(D) The interest rate on a mortgage loan purchased with the pro—
ceeds ofa taxable bond issuemay not be less than 10 percent unless the
cost of funds of the taxable bond issue is less than 10 percent, inwhich
case the interest on a mortgage loan purchased with the proceeds ofa
taxable bond issue is equal to the cost of funds.

(E) Ifthe proceeds of a taxable bond issue are to be used only for the
purchase of mortgage loans for triplex and four-plex residences, the
cost of funds of that bond issue is not considered in determining the
interest rate on the first $90,000 ofa mortgage loan. The interest rate
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on the first $90,000 of a mortgage loan that is purchased with the
proceeds from a taxable bond issue used solely for the purchase of
mortgage loans for triplex and four-plex residences is equal to the
interest rate, as determined under this paragraph, on a mortgage loan
purchased with the proceeds of the preceding issue of taxable bonds.

(3 An interest rate determined under this subsection on the first
$90,000 ofa mortgage loan that isnot purchased from the proceeds of
bonds that are qualified veterans Mortgage bonds under the Mortgage
Subsidy Bond Tax Act 0f1980 (26 U.S.C. 103(A)), as amended, shall be
reduced by one percentage point if the loan is made toan eligible
veteran under AS 18.56.101.

(4 The interest rate for the amount of a mortgage loan purchased
under (a) of this section that exceeds $90,000 is equal to the cost of
funds to the corporation attributable to that part of the loan.

(5) The interest rate on a mortgage loan purchased from money
appropriated to the corporation is the rate the corporation determines
is appropriate by application of the provisions of (1) - (4) of this
subsection. The rate may be based on an estimate of the cost of funds
of a proposed issue or issues of bonds.

(6) The interest rate on the first $90,000 of a mortgage loan pur —
chased from the proceeds ofbonds that are exempt from taxation under
the Mortgage Subsidy Bond Tax Act of 1980 (26 U.S.C. 103(A)), as
amended, other than bonds that constitute qualified veterans *bonds
under (i) of this section, is 10 percent or the cost of the funds, whichever
isless. A higher or lower interest rate shall be established on the entire
loan amount ifrequired under the Mortgage Subsidy Bond Tax Act.

(M) In this subsection

(A) "cost of funds ™means the true interest cost expressed as a rate
on bonds of the corporation plus an additional percentage as deter—
mined by the corporation to represent the allocable expenses of oper—
ation, costs of issuance, and mortgage servicing;

(B) "taxable bonds”’means bonds bearing interest that is taxable
under the provisions of the Mortgage Subsidy Bond Tax Act of 1980 (26
U.S.C. 103A) issued to finance the purchase of first mortgage loans.

(h) The corporation shall establish the interest rate on a second
mortgage loan purchased under (@) of this section inthe manner estab—
lished for computing the interest rates on a first mortgage loan under
(g) of this section except that,, in the case ofa second mortgage loan, if
the first mortgage loan made tc the same borrower is held by the
corporation and was purchased under the special mortgage loan pur—
chase program, the outstanding principal balance of the existing first
mortgage loon is subtracted from $90,000 to determine the amount of
the loan that is eligible for an interest rate on a second mortgage loan
determined by reference to (g) of this section.

(@) The interest rate on the first $90,000 of a mortgage loan pur—
chased from the proceeds of bonds that constitute qualified veterans ~

149



818.56.100 Alaska Statutes Supplement 818.56.100

mortgage bonds under the Mortgage Subsidy Bond Tax Act of 1980 (26
U.S.C. 103(A)) as amended, is the greater of (1) four percent less than
the cost of funds or (2) the rate for other loans to veterans under AS
18.56.098(g)(3)- A higher or lower interest rate shall be established on
the entire loan amount ifrequired under the Mortgage Subsidy Bor J
Tax Act of 1980.

() Ifthemoney used topurchase a mortgage loan made to a veteran
under this section comes from an issue of bonds of the corporation
guaranteed by the state, each bond must be issued as part ofan issue
substantially all ofthe proceeds ofwhich are used to provide residences
for qualifying veterans. In this subsection a qualifying veteran is a
person who 1is a "qualified veteran®”as the term is defined or may
subsequently be defined under the Mortgage Subsidy Bond Tax Act of

1980 (26 U.S.C. 103(A)), as amended.

(k) The interest rate limitations of AS 45.45.010 do not apply to
loans purchased under this section or to loans that the corporation has,
in any manner, committed itselfto purchase. (827 ch 106 SLA 1980;
am 84 - 7,51 ch 115 SLA 1981; am 81ch 35 SLA 1982; am 819

— 24 ch 113 SLA 1982)

Effect of amendments. — The first
1982 amendment, effective May 18, 1982,
in subsection (h), inserted "in the case ofa
second mortgage loan, ifthe first mortgage
loan made to the same borrower is held by
the corporation and was purchased under
the special mortgage loan purchase pro-
gram."”

Sections 19, 20 and 24, ch. 113, SLA
1982, the second 1982 amendment, effec-
tive June 25, 1982, added "triplex or
four-plex" to the end of paragraph (4) of
6ubsoction (f), added subparagraph (2)(E)
to subsection (g), and added subsection (It).
Sections 21-23 of ch. 113 inserted the lan-
guage beginning "that is not purchnsed
from the proceeds ofbonds" and ending "as
amended" in paragraph (2) of subsection
(9), inserted "as amended, other thun
bonds that constitute qualified veterans'
bonds under (i) of this section" in para-
graph (6) ofsubsection (g), nnd added sub-
sections (i) nnd (j).

Section 76, ch. 113, SLA 1982, mnltes
8§ 21-23 of the act effective on the date of
approval by tne voters of the state of a
constitutional amendment lo Aluska
Const., art. IX, § 8 to allow the state to

contract debt for housing loans for vet-
erans. Such an amendment to the Alaska
constitution may be found in Legislative
Resolve No. 18, SLA 1982, to be voted on at
the next genernl election to be held in
November, 1982.

Editor’s notes. — Section 68, ch. 113,
SLA 1982, provides: "If a newly con-
structed  owner-occupied triplex or
four-plex is completed between the effec-
tive date of this Act (June 25, 1982] and
October 1, 1984, and the triplex or
four-plex is eligible for financing under the
provisions of the special mortgage loan
purchase program of the Alaska Housing
Finance Corpornlion (AS 18.56.098), the
interest rate determined under AS
18.56.098(g)(2), (3) and (6) shall apply to
the first $105,000 of a mor'.gugo loan for a
triplex nnd to the first $140,000 ofa mort-
gage loan for u four-plex. In this section
"newly constructed owner-occupied triplex
or four-plex" means on owner-occupied tri-
plex or four-plex that is notoccupied before
the effective date ofthis Act and for which
n mortgage loan has not been previously
purchased by the Alaska Housing Finance
CorpDrntion."

Sec. 18.56.100. Housing development fund, (a) There is created
a housing development fund to be administered by the corporation as
a trust fund separate and distinct from any other money or funds

administered by the corporation.
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(O] security for repayment shall be specified and shall be upon terms
and conditions as the corporation considers necessary or practicable to
insure all repayments. (8 1 ch 107 SLA 1971; am &4 ch 81 SLA 1972;

am &28 ch 106 SLA 1980)

Effect of amendments. — The 1980
amendment, in subsection (e), substituted
"money” for "funds” following "purposes of
providing” and deleted the former second
through fifth sentences of that subsection
which read: "The commissioner of revenue
is authorized to purchase fund notes with
surplus funds in the state treasury. Before
submission of the executive budget to the
legislature, the commissioner of revenue
shall annually recommend to the governor
the anticipated amounts of surplus funds

available for purchase of fund notes in the
fiscal year encompassed by the budget. In
making his recommendation to the
governor, the commissioner of revenue
shall consider the expenditure and reve-
nue projections contained in the most
recent revenue source document prepared
for and submitted to the legislature by the
adrninisti ation. If the governor agrees
with the recommendation of the commis-
sioner ofrevenue, he shall forward the rec-
ommendation to the corporation.

Sec. 18.56.101. Eligibility for veterans 7 interest rates. The
following persons are eligible veterans for the purposes of AS
18.56.098(g) and (h):

(1) aper- nwho served in the armed forces of the United States for
90 days or more, or whose service was for less than 90 days because of
injury or Wisability incurred in the line of duty, after April 6, 1917,

(A) who atthe time ofinduction into the service was a resident ofthe
territory or state, who had been a resident for not less than one year
immediately before his induction, and who returned to the territory or
state within one year after discharge as a resident with the intention
of remaining in the territory or state; or

(B) who, not being a bona fide resident of the territory or state at the
time of entry into the service, has been a resident of the territory or
state for at least one year at the time of the loan application and has
been a resident of the territory or state for at least five years; and

(C) whose discharge was under honorable conditions;

(2 the widow or widower of a member of the armed forces of an
eligible veteran if

(A) themember orveteranwas a resident of the territory or state for
one year before induction into the service;

(B) the member orveteran served in the armed forces for at least 90
days after April 6, 1917; and

(C) his discharge was under honorable conditions;1

(3) apersonwho has served inthe Alaska Army National Guard, the
Alaska Air National Guard, or the Alaska Naval Militia or who has
served in a reserve unit of the United States armed forces in Alaska if
the reserve unit required, asaminimum, one weekend each month of
duty and 15 consecutive days of active duty training each year for not
Icbs than five years and whose discharge was under honorable condi—
tions. (829 ch 106 SLA 1980; am &8 ch 115 SLA 1981)



& 18.56.098 Alaska Statutes 8 18.56.098

() The Iinterest rate on a mortgage loan purchased from money
appropriated to the corporation is the rate the corporation determines
is appropriate by application of the provisions of (1) - (4) of this
subsection. The rate may be based on an estimate of the cost of funds
of a proposed issue or issues of bonds.

(6) The interest rate on the first $90,000 of a mortgage loan pur—
chased from the proceeds ofbonds that are exempt from taxationunder
the Mortgage Subsidy Bond Tax Act of 1980 (26 U.S.C. 103A) is 10
percent or the cost of the funds, whichever is less. A higher or lower
interest rate shall be established on the entire loan amount ifrequired
under the Mortgage Subsidy Bond Tax Act.

(M) In this subsection

(A) "cost of funds®”means the true interest cost expressed as a rate
on bonds of the corporation plus an additional percentage as deter—
mined by the corporation to represent the allocable expenses of oper—
ation, costs of issuance, and mortgage servicing;

(B) "taxable bonds”’means bonds bearing interest that is taxable
under the provision! ofthe Mortgage Subsidy Bond Tax Act of 1980 (26
U.S.C. 103A) issued to finance the purchase of first mortgage loans.

(h) The corporation snail establish the interest rate on a second
mortgage loan purchased under (a) of this section inthe manner estab—
lished for computing the interest rates on a first mortgage loan under
(g) of this section except that the outstanding principal balance of the
existing first mortgage loan is subtracted from $90,000 to determine
the amount of the loan that iseligible for an interest rate on a second
mortgage loan determined by reference to (g) of this section. (8 27 ch
106 SLA 1980; am &4 - 7,51 ch 115 SLA 1981)

Effect of amendments. — The 1981
amendment added "“first or second”
preceding "mortgage loans,” added
"improvement, or rehabilitation”
preceding "of residences,"” deleted para-
graph designation (1) preceding "for the
purchuse” and deleted “or (2) for the
refinancing of a mortgage loan on a resi-
dence ifthe purpose ofthe refinancing is to
provide money for the improvement or
rehabilitation of the residence" fn subsec-
tion (a). In subsection (c), the amendment
added the language beginning "and may
expend amounts" and ending "equal the
rates specified in this section” near the end
of the subsection. In subsection (o), the
amendment substituted “the" for "in order
to discourage the speculative use of mort-
gage credit under the special mortgage
loon purchase program for purposes other
than home ownership, the"™ at the

beginning of the second sentence, substi-
tuted "restricting” for "otherwise setting
conditions on" preceding "the right to
assume," added "or the right to provide for
the payment of’ preceding "mortgage
lonns purchased" and ndded "by a person
other thnn the mortgagor" following "of
this section™ at tho end of the Bocond sen-
teice nnd.udded the present third nnd
fou.th sentences of the subsection. Tho
amendment also added subsections (g) and
(h) nnd repealed subsection (d) concerning
interest rates charged on mortgage .loans
purchased under subsection (a)' nnd
repealed subsection (0 (3) which defined
"mortgage program cost.”

Editor’s notes. — For 1980 priorities in
the purchase of mortgage lonns by the
Alaska Housing Finance Corporation, see
S 11, ch. 106, SLA 1980, in the 1980 Tem-
porary and Special Acts nnd Resolves.
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Effect of amendments. — The 1981
amendment added subsection (g).

/

Sec. 18.56.115. Independent financial advisor. In negotiating
the private sale ofbonds or bond anticipation notes to an underwriter,
the corporation shall retain a financial advisor who is independent
from the underwriter. (84 ch 102 SLA 1974; am 82 ch 130 SLA 1978)

Effect of amendments. — The 1978
amendment rewrote this section.

Sec. 18.56.120. Validity of any pledge. The pledge of assets or
revenues of the corporation to the payment of the principal or interest
on any obligations of the agency isvalid and binding from the time the
pledge ismade and any such assets or revenues are immediately sub—
ject to the lien of the pledge without physical delivery or further act.
The lien of any pledge is valid and binding against all parties having
claims of any kind in tort, contract or otherwise against the corpora—
tion, irrespective ofwhether those parties have notice of the lien of the
pledge. Nothing her. .prohibits the corporation from selling assets
subject to any pledge, except that any sale may be restricted by the
trust agreement or resolution providing for the issuance of the obli—
gations. (81 ch 107 SLA 1971)

Sec. 18.56.125. Capital reserve fund, (a) For the purpose of
securing any one or mjre issues of its obligations, the corporationmay
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 itsobligations, to the extent provided in
the resolution or resolutions of the corporation authorizing their issu—
ance, 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 psyments with respect to those obli-
gations, (2) the purchase or redemption of obligations, (3) the payment
of interest on obligations, or (4) the payment of any redemption pre—
mium required to be paid when those obligations are redeemed before
maturity; however, money in any fund may not be withdrawn from it
atany time inan amount which would reduce the amount of that fund
to less than the capital reserve requirement setout in (b) of this section,
except for the purpose of making, with respect to those obligations,
payment, when due, of principal, interest, redemption premiums and
the sinking fund payments for the payment ofwhich other money of the
corporation is not available. Any 1income or interest earned by, or
increment to, a capital reserve fund, due to the investment ofthe fund

1?
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A Report on Housing Financing
and Related Issues, Phase 1
for

Governor William Sheffield



January 14, 1933

The Honorable William J. Sheffield
Governor

State of Alaska

Pouch A

Juneau, Alaska 99811

Dear Governor Sheffield:

It is my pleasure to present, to you the following report of the Task
Force on Housing. We have evaluated the issues and problem areas of
providing affordable housing to Alaskans. The enclosed report
represents Phase 1 of the Task Force®s recommendations. A Phase Il
report which will include an investigation of low and/or special
incomes, elderly and disabled handicapped programs will be forwarded
when further research is concluded.

He are hopeful you will find the Task Force policy recommendations
useful to develop a sound housing program. The Task Force is
committed to the need to enact legislation to create a housing
revolving loan fund, Wk are also in favor of the Permanent Fund
becoming a major source of funds for the revolving fund. Many other
specific recommendations have been made, but the above two issues
were unanimously supported by Task Force members as being a key to
establishing a long term solution to the problems in financing homes
for Alaskans.

The work of the Task Force has been challenging, educational and
complex, but ultimately a rewarding opportunity to explore solutions
to the housing needs throughout the state of Alaska for people of
every economic and sociological status.

It is our hope that you will find this report of tho Task Force and
its policy recommendations useful in promulgating a "Housing Plan"
to serve all Alaskans.



Om

Governor William Sheffield
January 14, 1983
Page 2

We, on the Task Force, wish to thank you for the opportunity to

serve you and the citizens of the State. It has been a satisfying
experience.

Sincerely yours,

Rob Game!
Chairman
Task Force on Housing
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INTRODUCT ION

GOVERNOR"S CHARGE

Governor Sheffield created a Task Force to consider housing in the
State of Alaska.

On December 21, 1982 the Governor met with the Task Force and
charged them with development of a "sound housing program.”™ In
elaboration Governor Sheffield directed that the Task Force consider
all forms of housing to include rental, single family, special needs
and programs that would reach more Alaskans, rural and urban.

Special concern was to be given to providing stable and predictable
programs that would promote long-ten,i well being, opportunity and
benefit the populace. The Governor directed the Housing Task Force
to consider interest rates, costs, use of the Permanent Fund, public

access to agencies and corporations providing for housing and the
methods by which loans are made.

The Task Force accepted the charge and committed itself to finding
workable solutions to provide Alaskans with affordable housing, to

benefit the economy in general and to provide for real social
concerns.






SUITIWRY OF RECOMMENDATIONS

The following staterients represent summarized recommendations of the

Task Force on Housing as discussed in this report. They are offered

only as a capsule of conprenensive issues presented in later sections
and should be reviewed only in context of those discussions.

1. The Governor and the Legislature should create a revolving loan fund
entitled the Alaska Housing Finance Fund (AHFF). This fund should be
administered by the Department of Revenue.

2. The Governor should appoint an Alaska Housing finance Fund Policy
Board to be comprised of five to seven members representing all existing
State housing agencies and the Alaska Permanent Fund.

3. The Governor shall direct the purpose of the Alaska Housing Finance
Fund to make loans for all State housing loan programs. This fund will
finance programs currently being administered by AHFC, CRA/HAD, AIDA,

ASHA, Commerce or any other vehicle delivering housing loan services for
the State.

4. The funding sources for creation of the Alaska Housing Finance Fund
are recommended tobe principal repayment and interestearned from:

(a.) Annual General Fund appropriations;

(b.) Mortgage bond sales;

(c.) Blended portfolio income from existing State housing
agencies;

(d.) Federal housing loan funds dedicated to Alaska; and

(e.) Alaska Permanent Fund investments.

5. The Task. Forcerecommends meeting an FY"G4 funding demand of $1.3
billion for statewide housing programs and presumes no absorption of
currently funded federal programs. A further recommendation is to
institute an 13 month funding cycle for all housing loan programs.

6. The Governor should direct the AHFF to annually determine and
publish the rates of interest to be charged on housing loan programs
administered by any state agency. The Legislature shall have the power
to adjust rates and vary features of the various loan programs
administered by each agency through fund appropriations. The Task Force
recommends an irrevocable rate schedule for all programs be published
annually for the following calendar year. Further, the Task Force
recommends the FY"84 Legislature seek maximum rates on the first $90,000
at 10fy for Conventional Financing, 9" for Veteran"s Preference
Financing. A 6 rate for HOF Programs, and 5» rate for energy
renovation programs is also recommended. In the event the Legislature
does not see fit to establish a fixed rate annually, then the interest
rate spread between the cost of funds and the mortgage rate made
available to borrowers should be increased to 4% to reduce the impact of
accelerating interest rates.



7. Perr.ianent Fund contributions to the AHFF should begin immediately
with an FY"04 investment of not less then 3% of the body of the Fund, up
to the current allowable maximum for real estate mortgages of 15%. The
Task Force further recommends new legislation and/or a constitutional
amendment be originated by the Governor to allow for real estate
investment by the Permanent Fund of up to 25% of the corpus.

8. The Task Force recommends legislation be introduced to create a Home
Ownership Fund (HOF) Program within Community and Regional Affairs,
Housing Assistance Division, for specific application in rural
communities. Other legislation should be introduced to remove rural or
urban distinctions from nonconforming Loan Funds for FY®02 and
thereafter as administered through thi, agency.

9. The Task Force encourages the Alaska Housing Finance Corporation to
consider a program of delegated underwriting as described in a staff
paper submitted to the Task Force. A recommendation is offered for the
AHFC Board to prepare such a program after receiving suggestions from
mortgage bankers, home builders, and other affected members of the
public.

10. The Task Force recommends regional housing information offices be
opened iIn Fairbanks and Juneau as well as maintenance of rural field
offices in Bethel, Home, Kotzebue, and Dillingham within Community and
Regional Affairs, Housing Assistance Division.

11. The Task Force has identified the following housing related issues
for further consideration and in need of in-depth investigation by
another group charged with more specific responsibilities: forward
commitments; "eservation system for funding; shared appreciation
mortgages; third party programs for participation, bridging sales and
interest rate buy-downs; discount points; conventional and uniform
underwriting standards; clear and concise lending and approval
procedures; apportionment and restructuring of the various housing
related boards; development of a housing interagency liason; nasterplan
for rental, low-income and special needs housing; develop incentive
programs for low-incone housing projects.

12. The Task Force recommends publication and distribution of existing
housing programs information in all public agency locations in Alaska.

13. The Task Force concludes that a comprehensive report on housing
issues must include an investigation of low and/or special incomes,
elderly and disabled handicapped programs. It was also concluded that
further investigation of these complex subjects was necessary. A
special committee charged with publication of a Phase 1l Report has been
created by the Task Force to accomplish this further investigation.

K, The Task Force recommends extension of the sunset provision on tax
exempt revenue housing bonds known as the Uhlman Act. Tho Governor and
the Legislature are asked to convey this recommendation to our
Congressional Delegation in Washington, D.C.






ALASKA HOUSING FINANCE FUND

Recommendation //I: The Governor and the Legislature should create a
revolving loan fund entitled the Alaska Housing Finance Fund

(AHFF). This fund should be administered by the Department of
Revenue.

Narrative: The Task Force has concurred in recommending the
establishment of Alaska Housing Finance Fund, a revolving lean fund
to be established within the confines of the Department of Revenue.
It is our recommendation that Alaska Housing Finance Fund (AHFF) be
the source of funding for all housing programs including those of
Alaska Housing Finance Corporation, Alaska Industrial Development
Authority, Housing Assistance Division of Community and Regional
Affairs, Alaska State Housing Authority, Division of Business Loans
of the Department of Commerce and such other appropriate agencies.
We believe the most effective use of the ~unds for housing could be
obtained by having AHFF established as the central source and
depository for funding of all of the housing programs in the state
of Alaska.

Administration of AHFF would be by the Department of Revenue under
the direction of the Commissioners or Revenue, Community and
Regional Affairs, and Commerce, together with the Directors of the
various agencies directly involved in the funding of housing plus
appropriate public members. This policy board would meet on a
regular basis to establish the priorities for investment of housing
funds by AHFF. Hands-on management would be accomplished by the
Department of Revenue.

AHFF would be a revolving fund to receive mortgage principal
repayments, mortgage interest and other receipts not pledged to pay
bond debt service of all the above agencies. Money so received and
held by the Fund could be spent for any of its authorized purposes
including, of course, the making of additional mortgage loans. All
appropriations for the financing of housing would be deposited with
the Fund and the Fund would reserve any excess subsidy
appropriations not spent in a particular fiscal year which might
otherwise lapse.

The Fund would be authorized to borrow, pledge its assets, issue
bonds, notes of indebtedness, collect funds, invest monies and do
whatever else 1is necessary to enhance the growth and development of
the Fund. Its purpose would be simply to provide a vehicle for



furnishing monies necessary for each finance agency on an on-going
basis. It is contemplated the fund would be authorized by statute
to borrow from or receive monies directly from the Permanent Fund.

Questions of constitutionality of a revolving loan fund receiving
and retaining all earnings from its assets have been raised. The
Task Force recommends steps be immediately taken to clarify the
status of earnings of such a Fund and if it is determined such
action may be unconstitutional, then the necessary legal steps be
taken to place the matter before the voters to change the State"s
constitution. It is paramount that the principal and interest
payments remain in the AHFF if it is ever to become
self-perpetuating.

AHFF could be the vehicle with adequate state appropriations,
investment from the Permanent Fund and by reinvesting mortgage
prepayments and interest to effectively develop a self-perpetuating,
revolving loan fund that would free the state housing industry from
the vagaries of world money markets.



AHFF POLICY BOARD

Recommendation 82: The Governor should appoint an Alaska Housing
Finance Fund Policy Board to be comprised of five to seven members

representing all existing State housing agencies and the Alasxa
Permanent Fund.

Narrative: The agencies that presently participate iIn housing
programs may or may not currently benefit from unified policy
making. Many of them have their own governing bodies or oversight
committee. An Alaska Housing Finance Fund Policy Board could serve
to reduce the number of like panels while promoting a consistent
policy throughout each agency.

AIDA, ASHA, CRA, AHFC, Commerce, and the Alaska Permanent Fund could
each be represented along with public members. Financial policy and
administrative policy would originate, be controlled and evaluated
from the same board. The Policy Board could also be the single
point of contact for legislative and administrative action.

Our present system may not be subject to recomposition. The
Permanent Fund Trustees have a different charter than the governing
bodies of ASHA or AHFC. However, the special nature of each housing
agency is not a defense for independence and the absence of common
goals. Managerial tasks will provide independence under a common
policy established by the Board.

A Policy Board could contribute to better definition of housing
programs in the public®s perception. One clearly defined source of
information would certainly provide for better understanding of
public policy.

Legislative funding and clarity in the budget process are other
benefits. The Policy Board might receive and disburse the funds
designated for the separate entities. The Policy Board then becomes
the clearing house for the state housing agencies. Existing boards
would then be reduced and a simplified, more efficient system evolve.

This Policy Board proposal does not create a panacea. It dors,
however, provide for an immediate improvement in the achievement of
the housing program goal. In its simplest form it would insure that
all state housing programs would bo coordinated, clear in their
missions and with suitable interagency distinctions to provide
attainment of objectives.



PURPOSE OF AHFF

Recommendation #3: The Governor shall direct the purpose of the
Alaska Housing Finance Fund to make loans for all State housing loan
programs. This fund will finance programs currently being
administered by AHFC, CRA/HAD, AIDA, ASHA, Commerce or any other
vehicle delivering housing loan services for the STate.

Narrative: The Alaska Housing Finance Fund is recommended as an
oversight fund for delivery of all housing services in Alaska.

While like item agency requests would be maintained, appropriations
(exclusive of grant funds) to meet those requests would go into the
AHFF for annual allocation to each agency and program. Annual
agency performance would be evaluated by AHFF managers and
incorporate review of all state housing loan programs. Further, all
new requests would be reviewed by AHFF. o direct appropriations to
any individual, group or community for housing or housing related
development should be funded without concurrence of AHFF managers.
Finally, Fund managers are encouraged to contact any state agency

currently providing employee housing and bring all future employee
housing development under its review.



FUNDI KG SOURCES

Recommendation £4: The funding sources for creation of the Alaska
Housing Finance Fund arc recommended to be principal repayment and
interest earned from:

a. Annual General Fund appropriations;

b. Mortgage bond sales;

c. Blended portfolio income from existing State housing
agencies;

d. Federal housing loan funds dedicated to Alaska; and

e. Alaska. Permanent Fund investments.

Narrative: The table below outlines current housing loan programs
available in Alaska. Funding sources for FY*84 are presumed to be a
continuation of the FY"33 levels described in this table. It should
be noted that existing grant programs for housing are not included
in financing of the AHFF in this report. It would be desirable,
however, to have all housing grant funding reviewed by the AHFF
Policy Board to avoid duplication of service for any one location or
to any particular interest group.
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FUNDING DEMAND

Recommendation I5: The Task Force recommends Meeting an FY"04 funding
demand of $1.244 billion for statewide housing programs and presumes no
absorption of currently funded federal programs. A further

recommendation 1is to institute a 10 month funding cycle for all housing
loan programs.

Narrative: The Task Force reviewed projected FY B4 departmental
budgets for the five state agencies involved with housing programs.
The chart below outlines the total projected demand and the current
budget request of each agency. The chart also identifies where
additional funds will be needed, as labeled in the column titled
"Unappropriated Balance"

FY34 (In Millions)

Projected General Unappropriated
Projected Demand Fund Appropriations Balance
AHFC $1,100 $250 $350
CRA/HAD 50 50 -0-
Commerce/Energy Loans 1 1 -0-
AI1DA 75 -0- -0- O
ASHA 0 3 -0-
$1,244 $319 $350 (2)

(1) AIDA operates in the tax exempt bond markets and passes 100% of the
costs of its funds to its borrowers. In 1982 the Legislature
appropriated $21 million to AIDA in order to be pledged as reserves for
tax exempt bond sales. Therefore, AIDA will not request an additional

general fund appropriation for FY84 to sell a projected $75 million in
bonds.

(2) The unappropriated balance of $050 million for AHFC can be funded
by the following means:

Unappropriated Balance (in millions) $850
General Obligation Bonds (Veterans) projected $300
Tax exempt bonds projected 100
Other earnings projected 50 (450)
Subtotal $400

Amount funded through taxable bond sales and/or
Permanent Fund investments (400) (3

Total Unfunded -0-

N o W

(3) Most likely due to leveraging the general fund appropriation, the
amount of additional borrowings will be close to $500 million.



The Task Force recommends as further explained in recommendation it
that the Permanent Fund be utilized as an investment vehicle to supply
as much as $500 million to the AHFF in FY84. This could save the AHFF
millions of dollars of costs associated with marketing, advertising and
underwriting massive bond sales as well as to bring home a portion of
the Permanent Fund to Alaskans.

Further, the Task Force recommends a one time eighteen month
appropriation to the AHFF. Subsequent sessions of the Legislature will
only need to make a normal twelve month appropriation.

This will help create stability in the AHFF by eliminating the
uncertainty that the public faces every spring. In recent years the
capital budget has not been passed by the Legislature and signed by the
the Governor until May or June. This has caused considerable concern
to the public by the fact that the entire existence of tho various
programs are up for renewed funding and possible restructuring, or even
elimination by the Legislature or Governor.

10



INTEREST RATES

Recommendation #6: The Governor should direct the AHFF to annually
determine and publish the rates of interest to be charged on housing
loan programs administered by any state agency. The Legislature
shall have the power to adjust rates and vary features of the
various loan programs administered by each agency through fund
appropriations. The Task Force recommends an irrevocable rate
schedule for all programs be published annually for the following
calendar year. Further, the Task Force recommends the FY104
Legislature seek maximum rates on the first $90,000 at 10" for
Conventional Financing, 9« for Veteran®s Preference Financing. A 6%
rate for HOF Programs and 5% rate for energy renovation programs is
also recommended. In the event the Legislature does not see fit to
establish a fixed rate annually, then the interest rate spread
between the cost of funds and the mortgage rate made available to
borrowers should be increased to 4% to reduce the impact of
accelerating interest rates.

Narrative: The Task Force wrestled with the problem of establishing
interest rates on the various loan programs administered or funded
by state agencies. The obvious problem faced in this matter is the
adverse affect on both the economy and the ability to acquire needed
shelter by citizens of this state when rates accelerate or remain at
high levels for a Ijng period of time. High interest rates
contributeu significantly to the depressed housing conditions
existing in the late 1970"s and early 1900"s. The Legislature
adopted a means of controlling the amount of subsidy dollars that
would be required in any given fiscal year by establishing a maximum
spread of 3" between the cost of funds and the actual rate paid by
the borrowers. This effectively assured that the required
appropriations for covering the cost differential of interest could
be controlled when using bonds to fund Alaska Housing Finance
Corporation, but the effect on many individuals within the State of
Alaska both home buyers and builders was disastrous when rates were
moving upward. The Task Force was of the opinion that steps have to
be taken to avoid the horrendous results of substantial increases in
the mortgage interest rates during the middle of the construction
season, particularly when it is impossible to obtain forward
commitments for a sufficient tim* to protect the builder and the
home buyer. In the last critical situation, the party most affected
was the owncr/builder who often was not able to qualify after tho
interest rate increase for the home he had built fow his own
occupancy. It is the position of tho Task. Force that the Governor
should direct AIIFF to annually determine and publish the rates of
interest to be charged on housing loan programs administered by any



state agency. Appropriately, the Legislature shall have the power
to adjust rates and vary features of the various loan programs on a
fiscal basis. It is the position of the Task Force that steps
should be taken to ascertain in advance the needs for mortgage
financing and acquire those funds from whatever source at a cost
that will meet the objectives and goals of the Legislature and
provide housing to the home buyers at the lowest possible cost.

Further, the Task Force recommends that the -fiscal year "G4
legislature set maximum rates on the first 590,000 at 10% for
conventional financing and 9% for veterans financing wherein taxaole
bond funds must be used. It is recommended that the rate
established for the homeowners fund (HOF) loans be set at a minimum
of 6% and escalated in accordance with the prescribed methods of
establishing rates under the existing Alaska Housing Finance
Corporation program. The Task Force also recommends the continuance
of the 5% energy renovation loan programs as heing beneficial to
citizens throughout the state.

Administration of the interest rates is a critical question and
represents one of the most important reasons why tho State of Alaska
is involved in funding of loans. Certainly, the only other factor
more important than the interest rate is the availability of funds
for housing. Obviously, in tines of tight money and high interest
rates, to obtain a compatible situation may be impossible “without a
tremendous expense to the State of Alaska. If the legislature is
unable to reach anagreement based upon the fixed rates, thenwe
would recommend that the spread beincreased from the above
mentioned 3% to 4% for funds obtained through the sale of bends.
This would reduce the impact of accelerating interest rates and
still give a measure of protection to our citizens.

In addition, it isour position that the policy board of AHFF be
given authority toreduce interest rates on loans made by the
revolving loan fund from time to time should the situation require.

There are many other programs wherein funds are provided by the
Federal Government to assist in providing shelter for low to
moderate income peoples. The State of Alaska should continue
through its various agencies to make use of all such programs that
will effectively reduce the required participation by the State of
Alaska in funding subsidies for home finance.



PERFIAFJENT FUFID

Recommendation ill: Permanent Fund contributions to the AHFF should
begin innediately Vith an Fv'04 investnent of not less than 3% of
the body of the Fund, up to the current allowable maximum for real
estate mortgages of 15%. The Task Force further recommends new
legislation and/or a constitutional amendment be originated by the
Governor to allow for real estate mortgage investment by the
Permanent Fund of up to 25% of the corpus.

narrative: The Task Force recommends that the Governor instruct the
trustees of the Permanent Fund and the Alaska Housing Finance Fund
to develop a plan whereby a portion of the principal of the
Permanent Fund can be invested in mortgages or securities of AHFF.
Initially, mortgages and/or securities of AHFC would probably
represent the most marketable investments for the Permanent Fund.

It is also possible that the AHFF could provide securities of AIDA
for investment by the Permanent Fund.

The Permanent Fund 1is currently authorized to invest up to 15% of
its principal in mortgages which, by regulation, are limited to
variable rate mortgages. The Fund is, however, authorized to invest
up to 50% in corporate stocks and debt securities under Alaska
Statute 37.13.120 (g), (3). Alaska Statute 37.13.120 (g), (8)
permits the investment of the Permanent Fund in €orporate debt
securities which are rated AA or better by a national recognized
rating service”. AHFC is presently issuing bonds which receive an
AA rating. In theory, the Permanent Fund could invest up to 50% of
its assets in these marketable securities.

It is the recommendation of the Task Force that steps be taken
immediately for the Permanent Fund to invest in mortgage
originations of AHFC not less than 3% of its assets. It would be
contemplated that in not more than 5 years, 15% of the assets of the
Permanent Fund would be invested in mortgages in the state of Alaska.

In addition, it is the position of the Task Force that steps should
be taken to introduce legislation to allow the Permanent Fund a much
larger investment in Alaskan loans. We believe it is totally
compatible with the purpose of the Permanent Fund to invest up to
25% of its assets in housing finance in Alaska.

In compliance with the desire of the majority of the Alaskan people
to see the Permanent Fund invested in Alaska in home mortgages, it
would ho reasonable that these funds be invested at less than market
rates if the circumstances so dictate. Initially, it would be
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appropriate in order to encourage the innediate investment in
Alaskan mortgages by the Permanent Fund that appropriations be made
to AHFF to subsidize any differential between established market
rates and those of the loans purchased through AHFF and originated
by AHFC.

Finally, 1in view of declining oil revenues, it is apparent that the
only means of establishing an on going revolving loan fund within
the state of Alaska to bring stability to the housing finance
industry and thereby provide adequate, affordable housing for all
Alaskans, is the involvement of the Permanent Fund in the purchase
of Alaskan mortgages. The Permanent Fund must become an investor in
AHFF if the revolving loan fund is to be an assured success.



DCRA HOF PROGRAM

Recommendation 88: The Task Force recommends legislation be
introduced to create a Home Ownership Fund (HOF) Program within
Conmunity and Regional Affairs, Housing Assistance Division, for
specific application in rural communities. Other legislation should
be introduced to remove rural or urban distinctions from
Nonconforming Loan Funds for FY"02 and thereafter as administered
through this <gency.

Narrative: The existing Home Ownership Fund Program administered by
AHFC is not reaching into rural locations as extensively as it
could. A parallel program should be created to be administered
within DCRA/HAD. This deep subsidy program fills a large gap in
reaching first tine honebuyers. Many borrowers can meet monthly
payments if they are not significantly increased from rental
payments or mobile inne mortgages. Meeting payments and accruing
mortgage equity under the 1UGF program allows a homeowner to either
achieve permanent ownership or finance more substantial investments
at a later date. The Legislature should give authority to DCRA/HAD
to adjust ,ncone criteria and maximum home values as required by
circumstances.

The creation of this program should be done only in the context of
an interest rate review for all housing programs. Currently, DCRA
rates on rural programs for conventional financing are fixed by the
Legislature. There does not exist a rural, veterans® preference
rate. AHFC rates are currently tied to the most recent bond sale.
Parity, therefore, does not exist and, depending upon the most
recent market, rates may be weighted in favor of either rural or
urban Alaska and may shift back and forth frequently during any
given period of 90 days or more.

The Task Force recommends the Governor direct management of the
AHFF, the Legislature and others involved in this discussion to
affix reasonable rates of interest on all housing programs so as to
achieve parity wherever housing services may be delivered in the
State.
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DELEGATED UNDERWRITING

Recommendation The Task Force encourages the Alaska Housing
Finance Corporation to consider a program of delegated underwriting
as described in a staff paper submitted to the Task Force. A
recommendation is offered for the AHFC Board to prepare such a
program after receiving suggestions from mortgage bankers, home
builders, and other affected members of the public.

Narrative: The Task Force agreed that AHFC acting as a secondary
mortgage market for mortgage lenders should immediately take steps
to adopt regulations implementing delegated underwriting. The
lending institutions making mortgage loans would then make the sole
determination as to whether the borrower.and property meet sound
underwriting standards and the requirements of AHFC loan programs
under which they will be ultimately funded. It was the position of
the Task Force that this would Le a very positive benefit by
enabling the loan applicant to receive a commitment directly from
the lending institution and allow for closing of the loan
immediately, subsequent to approval. AHFC would not underwrite on a
case-by-case basis, but would spot check loan originations by the
mortgage ®nder. If non-compliance were found and the violation
sufficiently flagrant, the mortgage lender would then be prohibited
to continue to sell loans to AHFC. Any loans wherein fraud or

serious malfeasance was evident would be repurchased by the mortgage ~
lender.

It is understood that not all lending institutions would want to
participate in this system and that AHFC must continue to underwrite
loans for those institutions not able or willing to assume
responsibility for their underwriting function. Further, from time
to time, i1t will be necessary on a case-by-case basis to submit
loans to AHFC for review and this should be permitted under the
system of delegated underwriting adopted.

It is evident that a good system of delegated underwriting would not
reduce the quality of loans ultimately sold to AHFC, but should
reduce the dual expense of operating two underwriting offices, that
of the lender and Alaska Housing Finance Corporation. Overall, it
should be a much more efficient system, benefiting not only AHFC but
also the mortgage lender and the public.
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REGIONAL INFORIIATIOH OFFICES

Recommendation #1Q: The Task Force recomends regional housing
information offices be opened in Fairbanks and Juneau as well as
maintenance of rural field offices in Bethel, Nome, Kotzebue, and
Dillingham within Community and Regional Affairs, Housing Assistance
Division.

Narrative: Regional field offices can offer potential fund users
located in or near that region more personalized service in
distribution of housing information. Staff of AHFC to be located in
field situations could disseminate information, track delayed
applications or provide other housing services as instructed by the
AHFC Board of Directors. DCRA staff in field services would
continue to offer application processing and loan closing activites
in addition to general information and education services whenever
requested. Staffing in all locations by personnel completely
familiar with loan processing procedures would be desirable.

The public can best be served by a regionalized office placed in
visible street front locations in core areas of any given
community. Community and Regional Affairs currently maintains
regional offices in Anchorage, Fairbanks, Bethel, Dillingham,
Kotzebue, and Nome.

The Fairbanks office serves the North Slope Borough, upper Yukon,
and the Alaska highway system to Tok and Cantwell. It also offers
service to McGrath and Fairbanks and vicinity. This office could be
placed in close proximity to an AHFC Fairbanks office and relinquish
its urban functions to AHFC staff while continuing to emphasize its
primarily rural focus. Establishment of services to Southeast
Alaska have long been contemplated by the Community and Regional
Affairs Housing Assistance Division.

A minimal southeast office with one and a half positions for $77,300
in Juneau is requested in the FY"04 operating budget of DCRA/HAD.
Again, a consolidated housing information office with AHFC staff
could be achieved and may be desirable.

Maintenance of the existing rural field offices in DCRA/HAD is
recommended.



TASK FORCE COMMENTS

Recommendation //IT: The Task Force liass identified the following
housing related issues for further consideration and in need of
in-depth 1investigation by another group charged with nore specific
responsibilities: forward commitments; reservation system for
funding; shared appreciation mortgages; third party programs for
participation, bridging sales and interest rate buy-downs; discount
points; conventional and uniform underwriting standards; clear and
concise lending and approval procedures; apportionment and
restructuring cf£ the various housing related boards; development of
a housing interagency liason; masterplan for rental, low-income and

special needs housing; develop incentive programs for low-income
housing projects.

narrative: When considering the primary issues of a housing
program, participants were frequently reminded of numerous specific

issues directly involved or closely related to public perceptions of
housing.

Some of these "issue items" are mechanical. Some are
administrative, and many others are conceptual. These items should
be explored in detail and when found realistic and of public benefit
be incorporated in the body of the housing program.

Employment of forward commitments and use of a Fund Reservation
System are mechanical and during times of interest instability can
be of benefit to consumers.

Third party participation vehicles also can benefit consumers in
that more private investments can be attracted to worthwhile
projects or in the case of guaranteed sales, equities be freed from
existing homes to permit the purchase of new homes and, again, the
burden is to private investment Vhilo the benefit is to the consumer

Reintroduction of discount points may provide an optional method of
avoiding interest rate increases and still provide for the
consumers® ability to purchase or the developers® ability to
initiate a multi-family project.

Use of conventional underwriting standards will permit a coherent
lending policy that employs the same standards for rural or urban
housing purchase. Duyers are evaluated on the basis of credit
worthiness, commitment and ability to repay. The property is then
evaluated as is common to the area.



Additional public benefit will also occur when present approval
methods for multi-unit projects are standardized, and if the

prerequisites are available to developers in clear, concise and
consistent form.

Consistent with in-depth development of master plans for rental
programs, low income and special needs categories is the creation of
an Interagency Liaison. The very complex web of interrelated
jurisdictions makes achievement of a housing plan difficult unless
the various Federal, State, and local government units are working
toward the same ends with mutual commitment.

Incentives for greater public-private cooperation can be devised to
open the way for better housiny development and redevelopment.

All of these "special”™ items and many others will enhance our
ability to deliver a housing program. Each possesses a degree of
complexity that requires in-depth, further investigation, and the
Task Force recommends continuing the effort.
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PUBLICATIONS

Recommendation $12: The Task Force rooi.ir.iends publication and
distribution of existing housing programs information in all public
agency locations in Alaska.

Narrative: The publication and information distribution efforts of
state housing agencies are found to be inadequate. Present
materials may be located in various financial houses or agencies
themselves, but do not appear to reach a large number of potential
buyers, sellers, investors, or other fund users. Certain
publications require more explanation than the reader may possess
and should be more clearly marked with telephone numbers and
addresses to assist the reader in obtaining further information.
Outdated materials should be replaced at all distribution points as
often as necessary, [lass mailings or distribution through targeted
periodicals should occur at least once a year to inform the public
of current interest rates, available terms and locations in their
vicinity from which loan applications may be originated. This
public information outreach effort should attempt to coordinate
information on all existing housing programs and should be

administered by the Department of Revenue on behalf of each housing
agency.-

Rural publications should be printed in languages indigenous to the
region as well as in English. Desirable texts to bw developed are
those which are concise and simply stated. Industry jargon should
be used only as necessary and the need for glossary development per
publication should be reviewed.



FURTHER INVESTIGATIONS

Recommendation #13: The Task Force concludes that a comprehensive
report on housing issues must include an investigation of low and/or
special 1incomes, elderly and disabled handicapped programs. It was
also concluded that further investigation of these complex subjects
was necessary. A special committee charged with publication of a
Phase 1l Report has been created by the Task Force to accomplish
this further investigation.

Narrative: In the charge to the Task Force, the Governor emphasized
that the housing program should reach.more of the population.
Governor Sheffield went on to include that low income, elderly,
handicapped and other special needs be considered and that the
consideration reach rental as well as owned homes.

The Task Force recognizes that there are very complex underlying
issues including some that would represent a departure from
conventional development and funding practice. In spite of the
complexities, the Task Force recommends that immediate steps be
initiated to adopt these recommendations and to devise more creative
forms of private investment participation in all special programs.
Specific proposals include: a demonstration program to construct as
many as 300 living units for low income and special needs citizens;
a fund provided specifically to meet the needs of handicapped
citizens of any income level. Too frequently handicapped citizens
are restricted to their homes when simple adaptations could be
retrofitted into their homes allowing greater mobility. Likewise,

in the construction of new buildings in many respects this program
would be similar to the energy conservation program now in effect.
Several other provisions are also considered. They deal principally
with the use and administration of funds as well as allowing a wider
range of participants to compete for funding to develop the
programs.

Public and private tax-exempt, nonprofit corporations might be more
productive arid recognizing non-traditional approaches to problem
solving, they should be encouraged to participate.

An excellent model for this involvement is the Neighborhood Housing
Service (NHS). NHS 1is a local arm of the Neighborhood Re-investment
Corporation, a federally supported corporation. NHS pursues
renovation of old or decaying housing, redevelopment of
neighborhoods through new construction and a comprehensive use of
various funds from a variety of public and private sources.

Another series of points is that low interest loans or incentive
participation for investors be encouraged to provide rental
housing. Traditionally, the vehicle is for low interest loans.



While the loan vehicle is most understood, incentive plans, third
party investors and equity exchange programs might reduce reliance
on government money and provide for expanded benefit while producing
the housing stock. Whenever possible, the programs should be
self-sustaining requiring a form of payback even if interest free.
It is possible and practical that with specific executive direction
and Legislative support that many innovative programs can be
developed and operating in an immediate time frame.

The resources of the municipalities, private and public non-profit
groups, the Regional Corporations, and private investors can be
channeled to overcome many of the obstacles and permit the
attainment of this very ideal goal.



SUNSET PROVISIONS

Recommendation #l4: The Task Force recommends extension of the
sunset provision on tax-exempt revenue housing bonds known as the
UnImann Act. The Governor and the Legislature are asked to convey

this recommendation to our Congressional Delegation in Washington,
D.C..

Narrative: The Task Force unanimously request that the Governor, by
executive order, and the Legislature, by resolution, request that
our congressional delegation imediately take steps to introduce
legislation which will preempt the Sunset Provisions of the commonly
refer”ed to Uhlman Act which provides that tax-exempt revenue
housing bonds may not be issued after December 31, 1983. It is
critical for the future of AHFF to be able to issue tax-exempt
revenue bonds for enhancement of housing finance and reduction of
subsidies required by the State of Alaska.






SPECIFIC COMMENTS BY TASK FORCE MEMBERS

The Task Force members were polled as to their opinions of this report.
The members approved the report genera.ly as written with minor language
modifications in certain areas. When points were voiced by members
regarding specific concerns of theirs which were not necessarily those
of the Task Force as a whole we agreed to summarize them below.

Comments by Andy Edge: Mr. Edge®s main concern was that rural areas be
provided with a lower interest rate for their programs within CRA/HAD
than for comparable AHFC programs. The reasoning he gave was because

construction costs are higher in rural areas, and the average income Iis
lower.

Comments by Laurie Terrall: Ms. Terrall®s main concern was that
something should be done for those individuals who have an income
slightly above the 6% HOF program limitations, and yet cannot afford to
purchase a home at the substantially higher interest rates of other AHFC
programs. Also, she wanted to see more stab-"lity within the HOF
program. Apparently, new buyers are told that the program is subject to
a CO0 day notice of termination.

Comments by Frank Roppell: Mr. Roppell was in basic agreement with the
Task Force recommendations. He did believe that the AHFF should be
administered by and under the control of AHFC.

Comments by Commissioner Heath: Commissioner Heath was appointed after
the Task Force had begun replacing Task Force member, Acting
Commissioner of Revenue Joe Donahoe. Commissioner Heath did not have
enough time to make a thorough review of this report. However, he had
no major objections.

Comments by Richard Hall: Mr. Hall stated that "now is the time to
establish a revolving loan fund.” Mr. Hall believes the amount of
dollars available will have to be prioritized into areas where the most
need occurs, such as elderly and low income. Mr. Hall further stated,
"AHFC already is in the process of providing $450 million® 1in loans at
less than market rates. If that is not enough, then an appropriation to

a revolving fund or a subsidy concept for leverage purposes could be
made."

NApparently Mr. Hall was referring to the Congressional ly legislated
subsidy from the Federal Treasury of tax exempt bond sales of $100
million for first time pruchasers and $300 million estimated for
veterans. Also, AHFC expects a cash flow of approximately $50 million
from prior mortgage investments.
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Comments by Dave Rose: Written comments were received by fir. Rose,
Executive Director of the Alaska Permanent Fund Corporation, offering
his opinions to the Task Force®"s recommendations, fir. Rose restated
that as presently legislated, the Permanent Fund cannot make investments
at less than market rates. However, he said, the "simultaneous sale of
AHFC paper on the market and sale to the Fund of the same paper at the
same price and time can save the management fee associated with the sale
of bonds.”™ This could result in a savings of one-half percent. He
further stated that the Permanent Fund "should not duplicate or replace
AHFC" and that "the Permanent Fund can be a purchaser of securities
backed by mortgages, not mortgages themselves.” Hr.- Rose was also
concerned that we not recommend the abolishment of the well recognized
and highly regarded AHFC in favor of a new and unknown debt issuer,
namely, the AHFF. Also, Mr. Rose did not concur and stated he "would
not recommenu to the Trustees that the fund invest up to 25 percent of
its assets in housing mortgages."

Comments by Commissioner Lewis, Department of Community and Regional
Affairs: Commissioner Lewis™ main concern was that unless the AHFF was
administered under the Department of Revenue as recommended in this
report, that the portion of the revolving fund relating to rural loans
be administered under CRA.
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by this Task Force or its subcommittees. The Task Force would like to
thank them for their verbal and written contributions to the discussion

of issues and for their interest in our work.
IlIs. Mary Afcan
Mr. Willie Ratcliff
Mr. Clay McDowell
Rev. Howard Cess

Mr. Larry Dickerson






ALASKA PhiiV,AML n f-UND CO»i?0nAilOfi

POLIf.AfCR=_ L**CAU A.if5».A. S»1l
Torfii s a

HOAKD) or  HHIWKILSI r.TRCtH
rfH.rv arra, I,n =thaiPnan M[HORANDUMA

a. 'iIAM& - VIF.Pr.HAtRM/.N

TitPON | MAuOTIT

*wa EVronil

TO;

FROM;

Housing Task Force DATE; December 27, 1582
Office of the Governor

David A. Rose SUBJECT: Housing,
Executive Director
Alaska Rcitiwtnent Fund Corporation

The following ir.-"ustinent categories are permissible under current statutory law.
Each of them could be used to finance housing within the state to some extent.
There are two major concerns; the availability of money and the cast of money.
This memorandum addresses the availability of money.

The Permanent Fund is required by Statutory law to obtain nationally ooir.patslivfi
market rates of return on its investments, and these categories cannot therefore
address the cost of money.

1.

O

Residentiaj_Jfajrtuanesm The Alaska Permanent Fund Corporation may purchase
first liftr7Tp7sTdvnti*al mortgages which include owner occupied one-to-four
unit dwellings, if they carry private mortgage insurance ar.d the loan to
value ratios do not exceed 00 percent. Minimum insurance coverage IS com—
puted as follows:

Loan to Value Ratio

0-59 None
70 - 39 10%
90 205

By regulation the Fund Is United to adjustable rate residential mort—
gages only. Terms and conditions are identical tc FNMA program s8.

Ccinr.eciai Mortgages. The Alaska Permanent Fund Corporation may purchase
first lien coiunercial mortgages, including multi-family dwellings in excess
of four units, if they carry private mortgage insurance and the loan to
value ratio does not exceed 75 percent. Minimum coverage is computed as
follows:

Loanto Value Ratio

0 - *9 Nona
G0 - 60 107.
61 - 7G 1Gb

The Permanent Fund Corporation Is not limited to adjustable rate mort-
youas aci may purchasei_fixed rate commercial mortgages.
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3. Corporate Debt. The Alaska Permanent Fund Corporation may purchase
mortgage-packed debt securities which are rated "AA" by Moody"s and
S a P. This provision theoretically includes:
a) AHFC bonds,
b) privately insured pool certificates issued by MG1C
or similar institutions.

A. Federally Guaranteed Debt. The Alaska. Permanent Fund Corporation may

purchase the guaranteed portion of debt issued by the following agencies
Of the federal government:

a) SBA,
b VA
C) FmHA.

Equity Real Estate. The Alaska Permanent Fund Corporation may participate

fn 7the direct ownership of income-producing real estate, including apart—
ment buildings, as long as:

a) the participation does not exceed 40 percent of the total equity, and

b) the manager has at least five years institutional real estate exper—
ience.



ALASKA INDU3TPJAL DEVELOP: 1EMT AUTHORITY
MULTI-FAMILY HOUSING PROGRAM

The 1902 session of the Legislature enacted Chapter 113 which authorizes
the Authority to provide financing for Multi-Family Housing. Funding for the
program is provided by selling bonds and wusing the proceeds to purchase
participations 1in qualifying projects from private lending institutions. The
Legislature also appropriated $29 million to the Authority as security, should
any projects default. The $29 million was reduced to $21 million based upon
an opinion from the Attorney General®s office.

The enabling legislation was drafted in such a manner- that the Authority
receives none of the principal, interest or any access to the security fund
unless there is secondary debt on the project and the project defaults. The
Authority has assumed this 1is a drafting error and has proceeded to implement

a Multi-Family Program while simultaneously preparing remedial legislation for
consideration.

The Authority has implemented a Multi-Family Program which will be
effective wuntil December 31, 1933. As of December 15, 1982, $37,994,150 of

pre-applications for 1015 units have been approved. Tne number of
pre-applications which will become actual multi-family units 1is impossible to
determine but 50« could be a reasonable estimate. Geographically the units

are spread as follows:

Anchorage 006 units $33,536,300
Juneau 76 units 2,435,000
Homer 22 units 595,000
Ketchikan 5 units 360,000
Nome 14 units 607 ,500
Uasilla 6 units 190,350
Palmer 6 units 220 ,000

The Authority has 1issued commitments on 262 wunits totaling $3,775,000.
Tnese projects are currently 1in various stages of construction. The units for
which commitments have been 1issued are geographically spread as follows:

Anchorage 252 units $0,505,000
Homer 10 units 270,000
Synopsis of Multi-Family Proemm

A. Maximum allowable loan 1is 75" of appraised value.

B. Interest rate 1is 11.”” (set by Board, effective through 12/31/82). Should
the bond rate exceed |ILT the differential will be made up by increasing
the loan payment beginning in year 2. Staff will recommend so the Board
that the 11" be continued for 1903.

C. The full faith and credit of the Authority are pledged to the bond issue.

29



The Authority pays the capital reserve fund contribution.
Five units or more.

207; of wunits must be® made available to persons of lover or moderate
income.

Restrictions on condo conversion.

The Authority purchases 907; of 1loan, originating financial institution
retains 107; of loan.

U.S. Treasury regulations on tax-exempt bonds apply.



ALASKA HOUSING FINANCE CORPORATION

Branch Offi'*? Analysis

cs timated Annua 1Optrating Expenses

Personal Costs

Salaries (Note A)

Assistant loan officer (17)

Fairbanks

5 35,292

Assistant public information off icer(14)

Secretary/receptionist(10)
Benefits (29% of salary)
Total Personal Costs
Travel
One trip/month/office to
Anchorage for each office
Local travel
Total Trave
Contractual
Te lephone

Office rent
Equipment maintenance

Courier service (daily to Anchorage)

Other
Total Contractual

Comnod ities

Total Annual Operating Expenses

NOTE A: Assunes individual hired at

31

28,548
21,984
85,824
24,889

110,713

2,280
1,000

3,280

7,200

19,200
600

2, 600

1,000

30,600

2,300

5147,093

Ke tchikan

5 25,740

25,740
7,465

33,205

6,600
1,000

7,600

7,200
17,000
600
2,600
1,000
28,400

2, 500
§71,705

indicated pay range and step A.

Juneau

S 25,740
20,076
45,816
13,287

59,103

5,568
1,000

6,568

7,200
20,400
600
2,600
1,000
31,800

2,500
599,971

Tota |

$203,021

17,448

90,800
7,500
§313.759



ALASKA HOUSING FINANCE CORPORATION
Estimated Start-Up Costs

Fairbanks Ketchikan Juneau To tal
Furniture and Equipment
De sks S 2,400 S 800 S 1,600 S 4,800
Fireproof legal file cabinets 1,200 1,200 1,200 3,600
Non-fireproof legal file cabinets 500 500 500 1,500
Typewr iter--Mferrory 3,900 3,900 3,900 11,700
Credenzas 1, 950 650 1,300 3, 900
Supply Cabinet 250 250 250 750
Bookcase 200 200 200 600
Conference Tabel & Chairs 700 700 700 2,100
Reception area couch ' 700 700 700 2,100
Six guest chairs 1,200 1,200 1,200 3,600
Computer Terminal 5,000 5,000 5,000 15,000
Copier 3,000 3,000 3,000 9,000
Miscellaneous office supplies 500 500 500 1,500
21,500 18,600 20,050 60,1j0
Travel
Two 2-day trips (interviewing) 920 1,100 928 2,948
One 2-day trip (office selection) 280 550 464 1,294
Training in Anchorage 1,100 790 704 2,594
2,300 2,440 2,096 6,836
Data Processing Modifications (1)
Software modifications to
allow reinote access 1,666 1, 667 1,667 5,000
Additional computer core 6,667 6,667 6, 666 20,000
8,333 8,334 8,333 25,000
TOTAL 532,133 529,374 530,479 591,986

(1) Costs incurred to upgrade conputer system to handle remote terminals. Total
costs wil | bho incurred if any branch offices are established.



MINUTES OF THE GOVERNOR"S TASK FORCE

December 21, 1982
3601 C Street, Room 758
Anchorage, Alaska 99503

The first meeting of the Governor®s Housing Task Force convened
shortly after 1:30 p.m. on December 21, 1982 at the Governor-"s
Office, Frontier Building, 1in Anchorage.

An introduction was made by CHAIRMAN ROB GAMEL. Members of the task

force, guests and observers then introduced themselves. Those
present werei

MR. ROB GAMEL MR. PETr SPIVEY

MR. JESS HALL MS. LENME BOSTON

MR. CLARK GRUENING MR. RAY PRICE

MR. RICHARD T. HALL MR. JIM KELLY

MR. ANDY EDGE MS. MARY AFCAN

MR. JESSIE ARRINGTON MS. BARBARA MORSE-QUINN
MS. LAURIE TERRALL MR. HARRY GOLDBAR

MR. DAVE RIBACCHI MR. JOEL DIGANGHI
COMMISSIONER DICK LYON MR. MARK CAMERON
COMMISSIONER JOE DONAHOE MS. LUCILLE STEITZ

A short discussion of general purpose preceded GOVERNOR SHEFFIELD®S
entrance. The Governor thanked those present for their participa—
tion and charged them with assisting him in the creation of a sound
housing program, inclusive of new construction, multi-family and
rental unit development. Other desirable criteria for a housing
program mentioned by the Governor were self-perpetuity of funds and
availability of housing for first time homebuyers on limited
incomes. The group Was asked to suggest ways to prevent costly,
duplicative efforts of the public and private sectors, and to review
outreach efforts, particularly in the Fairbanks region.

GOVERNOR SHEFFIELD concluded his remarks and departed the meeting.

Extensive conversations as to the focus and purpose of the task
force followed the Governor®s remarks. This informal dialogue

resulted in the creation of two subcommittees of the task force,
which were:

Tho Subcommittee on Socio/Econcnic Considerations of Housing
Policies; and

The Subcommittee on Administration and Finance.



A core group was appointed to each subcommittee with others invited
to participate in the group of their choice.

Further discussion then ensued regarding uses of the Permanent Fund,
subsidies, bonding costs and a general review of the Governor®s
"Blueprint For Building Affordability Into Alaska®s Housing Picture".

A general timetable was discussed with the conclusions that the
January 3, 1903 deadline for a report could only bring a preliminary
document to the Governor. February 1, 1983 was suggested as a more
realistic goal for a final report.

A date for the next meeting was set for December 28, 1982 at 1:30
p.m. (AST) in the sane location. Teleconfering with Juneau, Bethel
and Fairbanks participants @?s suggested.

CHAIRMAN GAIIEL adjourned the meeting at approximately 3:45 p.m. with
each subcommittee convening immediately thereafter. Subcommittee
chairmen were selected by each group with HP.. DAVE RIBACCHI chairing
the Subcommittee on Socio/Economics and HR. DICK HALL chairing the
Subcommittee on Administration and Finance.

Respectfully submitted,

Rob Gamel
Chairman



MINUTES OF THE GOVERNOR®"S TASK FORCE ON HOUSING

January 3, 1983
AHFC Board Room
Anchorage, AK 99503

Present in Anchorage for the teleconference meeting were the
following task force members:

MR. ROB GAMEL, CHAIRMAN MR. DAVE RIDACCHI
MR. JESS HALL MS. LAURIE TERRALL
MR. CHARLES HOMAN MR. DICK HALL

In Bethel: MR. ANDY EDGE
In Fairbanks: MR. JESS ARRINGTON

In Juneau:

MR. DAVE ROSE MR. JOE DONAIIOE
COMMISSIONER MARK LEWIS

Anchorage task force and administration staff present:

MS. BARBARA MORSE-QUIFIN MR. HARRY GOLDBAR
MR. ERIC 1/0HLFORTH MR. RAY PRICE
MR. JOEL DIGACGHI

Juneau administration staff members present:

MR. PETE BUSHRE MR. JIM KELLY

The following members of the public also participated in this
meeting: MS. LUCILLE 3TIETZ, MS. MARY AFCAN, MR. CLAY MCDOWELL and
MR. WILLIE RATCLIFFE.

With MR. ROB GAINIEL chairing, the minutes from the previous meeting
were read, and the two subcommittees reported. (MR. EDGE in Bethel
and MR. ARRINGTON in Fairbanks both eventually dropped out of tho
teleconference duo to poor audio. Notes were to be forwarded to
them for their comments.)

The Subcommittee on Administration and Finance presented their
findings:



Item 1. It was unanimously agreed that AHFC be authorized to
develop a system of forward commitments for owners and builders.

Item 2. The task force recommended AHFC consider a program of
delegated underwriting as described in a staff paper submitted to
the Task Force. A recommendation is offered for the AHFC Board to
prepare such a program after receiving suggestions from mortgage
bankers, hone builders, and other affected members of the public.

Item 3. The subcommittee recommended a revolving AHFC Fund and, if
required, an amendment to the constitution authorizing the statute.
MR. DONAHOE reported that MR. RON LORENSEH, the Deputy Attorney
General, has a draft opinion stating the use of interest in this
case 1is likely unconstitutional but it is defendable. MR. GAMEL
suggested adopting this suggestion with MR. HALL pointing out that
the Legislators may want the option of allocating the interest. The
Task Force adopted the subcommittee recommendations.

Item 4. The subcommittee recommends a revised FY84 18 month
appropriation for subsidy purposes paid into the AIIFC Fund. A long
discussion ensured on this point, but no concurrence was reached. It
was decided to table and redraft this point and submit it to the
committee again. Four sub-points are to be considered:

18 month appropriation

Appropriate to revolving and subsidy.
Interest rate question.
Prioritization.

BN

MR. WILLIE RADCLIFFE spoke up to say he would like to see fee simple
loans, the use of church groups to reach people currently unable to
afford a home, and cutting out the heavy financing fees now being
charged.

Item 5. The Task Force tabled any action on the subcommittees
recommendation on prioritization.

Item 6. The Task kcrre *g"eed with this recommendation. It was
recommended that the Trustees of the Permanent Fund and the Board of
Alaska Housing Finance Corporation develop a plan whereby up to 15k
of the principal of the Permanent Fund be invested in a combination
of mortgages or securities of the Corporation. Currently, the Fund
is authorized to invest up to 15% of 1its principal in variable rate
mortgages. However, tho Fund is authorized to invest up to 50% in
corporate debt securities which arc rated "AA"™ or better by a
nationally recognized rating service. It was further recommended
that the 15% investment of the Permanent Fund be accomplished over
five years and that not less than throe percent of the Permanent
Fund be so invested during the first year.

ss JOM
e

w M



Item 7. This item pertains to revolving funds for the Housing
Assistance Division and eliminates the distinction between urban and
rural from the Housing Assistance Fund Program. It also establishes
A Home Ownership Fund (HOF) Program within the Housing Assistance
Division. IS MORSE-QUINII recommended that the third line be changed
to eliminate rural and urban from the "nonconforming HAD loan fund
and that the the HOF be under this division. In debate over this
particular point, it was agreed that parity should be addressed,
though 1t was pointed out that legislation had been aimed at making
up for the higher construction costs in rural Alaska. MR. GAIIEL
suggested they explore this further at a later time. However, he
felt the committee should take a stand in support of extending the
sunset provision for tax exempt bonds (Unlrian Act). HR. HALL
supported this and recommended having the Governor send letters tc
get a resolution passed in our state legislatures. The Task Force
agreed.

MR. RIBACCHI provided his first preliminary report for the
Subcommittee on Socio/Economics.

Item 1. He pointed out that housing is a social/economic issue. A
commonality of language doesn®t exist and snags will result because
of this. There are three types of housing: conventional, rental,
and low income or special income. The subcommittee developed three
time frames for action: immediate, intermediate (within ten
months), and long-range (two or three to five years).

Item 2. The Subcommittee Report suggested that conventional loans
be dealt with first because a commonality of language already exists
and that the others be studied further. MR. RIBACCHI also suggested
announcing AHFC meetings, teleconferences and follow-up. He also
suggested information centers for the public with a variety of
possibilities. For instance, there are many agencies in scattered
towns throughout the state which could provide information to people
without the expense of a staff for just this purpose. Item 3. The
key problem 1is that it isn"t clear what is to be dealt with or
what"s available in other programs. It was suggested that

appoint: wits and reappointments to AHFC executive staff be
accomplished as soon as possible.

The Subcommittee Report suggested the following for intermediate
action:

Delegated underwriting was agreed upon by everyone.

As a political 1issue, the AHFC restructuring should bo

defined and taken care of ASAP.

C. There should be an intergovernnent liaison thru existing
dep. rtrients.

D. Planning and effecting a consolidation of state housing

is suggested breaking it into more applicable programs.

|
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Items 4 and 5. HR. CLAY IICDOUELL was introduced by subcommittee
member, Laurie Terrall, and pointed out that a crisis need for
shelter exists for the handicapped. It was suggested that these
items be given immediate action. The Phase I report of the Alaska
Statewide Housing Meeds Study is available and should be reviewed by
Task Force members seeking further information on these subjects.

A subcommittee consisting of IIS. BARBARA HORSE-QUIHFI, HR. ROB GA*EL,
HR. DICK HALL, Hr. Chuck Homan, and MR. DAVE RIBACCHI was appointed
to draft a preliminary report to the Governor outlining the work
thus far accomplished and identifying areas needing further
research. (Phase | Report.)

An additional subcommittee was established to research and define
goals for the low or special incomes, disabled and/or senior citizen
needs. 1IS. TERRALL, HR. RIBACCHI, HR. DICK PRYOR and an AHFC
representative will form this subcommittee. (Phase Il Report.)

The meeting was adjourned at approximately 3:45 p.m. AST.

Respectfully Submitted,

Ron Gamel
Chairman
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THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE
April 11,

Representative B. Lacher

Chairman

House Community and Regional
Affairs Standing Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Chairman Lacher:

AUDIT DIVISION
POUCH W
JUNEAU, ALASKA 99811

$

<1
1983

At a recent meeting, the Legislative Budget and Audit Com—
mittee approved for release to the public the attached audit
reports which may be of interest to your Committee.

IT you have any questions on this report, please contact our

office.

Sincerely,

"i/C"M%o

Gerald L.

Wilkerson, CPA

Legislative Auditor
Division of Legislative Audit
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PURPOSE OF THE REPORT

In accordance with the provisions of Title 24 of the Alaska
Statutes, an examination of the Department of Community and
Regional Affairs, Housing Assistance Loan Fund was conducted
to determine:

1. If the financial statements for the 1982 Fiscal Year are
fairly presented.

2. The compliance by the Department of Community and Regional

Affairs with applicable State statutes and regulations
governing fiscal activities of the Fund.
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ORGANIZATION AND FUNCTION

The Housing Assistance Loan Fund (HALF) was"created in the
Department of Community and Regional Affairs by AS 44.47.380.
HALF is within the General Fund which consists of money
appropriated to it by the Legislature. The Housing Assistance
Division (HAD) administers the Fund which provides financing
for originating, purchasing or participating in the purchase
of the following types of loans:

1. Nonconforming and ruralmortgage loans.

2. Loans made for building materials for nonconforming and
rural housing.

3. Loans made for renovation or improvements to nonconforming
and rural housing.

4. Loans made for the construction of owner-occupied
nonconforming and rural housing other than loans to
builders or contractors or loans that compensate an
owner for his labor or services in constructing his own
housing.

5. Loans made for the purchase or development of non-owner
occupied housing in rural areas.

"Nonconforming housing™ 1is defined at AS 44.47.560(4) as
housing which does not conform to minimum building standards
under any State or federal program that provides loans for
housing purchases. "Rural housing” is defined at AS 44.47.560(6)
as housing, whether or not it is nonconforming, that 1is

located in a rural area of the State.

IN—
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FINDINGS AND RECOMMENDATIONS

Recommendation No. 1

HAD should assess the interest rate on mortgage loans 1in
compliance with Alaska Statutes.

HAD 1is required by AS 44.47.410 to set interest rates on
nonconforming mortgage loans equal to those rates established
by the Alaska Housing Finance Corporation (AHFC) per their
most recent issue of taxable bonds.

During Fiscal Year 1982, several office memos were issued to
the staff and seller/servicers establishing the effective
date of rate changes. Our review of 50 loan files disclosed
that the Division was inconsistent in its assessment of
interest rates. In some cases, the rates were assessed when
the application was received and others, when the loans were
committed. However, in both cases we noted that the applied
rates were not equivalent to those of AHFC. Using the
commitment date as a base, we found 32 loan files had incorrect
interest rates. Additionally, 23 loan files had incorrect
interest rates per the application date.

One of the purposes of the Housing Assistance Loan Program
is to provide State financing for nonconforming housing

equitable to that provided for conforming housing. This
purpose is defeated when the interest rates are not properly
assessed. HAD should establish a written policy defining

when the interest rate for a loan is set, preferably at the
date of loan commitment and ensure that applicable interest
rates at that date are assessed.

Recommendation No. 2
HAD should strengthen controls over mortgage loans.

It is the Division®s policy to provide financing for mortgage
loans up to 95% of the appraised value, or sales price
whichever is less. Per our review of 59 loan files we noted
that in 15 cases the borrower was given cash after settlement
of all costs. Cash given to the borrowers ranged from $601

to $94,653. In most cases, the loan financed owner/builder
constructed homes. These homes were financed at a percentage
of the appraised value rather than total construction cost.
Thus, the excess was given to the borrower.

Alaska Statute 44.47.380 prohibits HAD from originating,
purchasing, or participating in the purchase of loans which
compensate an owner for his labor or services in constructing
his own home. This statute became effective July 28, 1981.

STATE OF ALASKA -5- DIVISION OF LEGISLATIVE AUDIT



Seven of the fifteen loans were committed and closed after
that date. HAD required the seller/servicer to provide a
letter certifying construction costs equalled or exceeded
the loan amount in order to ensure compliance with the new
law. Five of ohe seven loan files contained the required
signed letter from the seller/servicer. 1In a review of the
seller/servicer®"s loan files we could find no documentation,
i.e., 1invoices and receipts, to substantiate the statements
in three of the five letters. Those three borrowers
received $5,073, $36,765, and $94,653 in cash, respectively,
after all closing costs and outstanding debts related to the
construction of the homes were paid.

All mortgage loans are purchased by HAD without recourse
unless a mis: tatement of a material fact is disclosed within
one year afti r the loan purchase date. IT a misstatement of
fact i1s discovered, the seller/servicer may be required to
repurchase the loan for an amount equal to the unpaid
principal balance plus accrued interest. Ue recommend HAD
review loans made 1in Fiscal Year 1983 to determine 1if any
additional borrowers were compensated for labor or services
in the construction of their homes and then take appropriate
action to ensure loans currently held by the Division
include only those loans in compliance with law.

Additionally, 1in order to strengthen controls HAD should
develop a standard certification letter to include the
following:

A. Statement of actual construction costs, along with
detailed documentation if a borrower 1isreceiving any
cash from the loan purchase.

B. Statement certifying that the amount 1is accurate and
does not include costs representing the owner®s labor
and services.

C. Signatures of the borrower and an authorized bank
official.

Recommendation No. 3

HAD should establish written guidelines to aid its staff in
determining acceptable nonconforming characteristics.

In our prior audit of the Division we recommended the
adoption of regulations and formal procedures to
substantiate the nonconformity of home loans purchased. We
found in our prior review that 47% of the files and property
appraisals acceptable to M no m found 55% of the
files did not contain a statement from the seller/servicer
describing the nonconforming feature and explaining why it
is unaccepUible under other conventional financing programs.
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Our current review of loan files indicated that the problem
still exists. Of 50 files reviewed we found 22 or 44% did
not contain the written statement from the seller/servicer
as required by 19 AAC 95.070(6). According to Division
staff it is difficult for the seller/servicer to determine
the nonconforming features due to the frequency of its
variations.

Nonconforming housing is defined at AS 44.47.560(4) as

housing which does not conform to minimum building standards
under any State or federal housing program. Loan applications
are judgementally analyzed by HAD loan examiners. No written
guidelines have been established to ensure uniformity and
consistency in each examiner®s evaluation of acceptable
nonconforming features.

Recommendation No. 4
HAD should improve 1its accounting system.

In our prior audit we noted that the Division had not established
an accounting system or written policies and procedures to
account for 1its loan activities. Although the Division has

made significant progress 1in implementing this recommendation,
the following exceptions were noted in our current review.

1. HAD does not reconcile its loan receipts and disbursements
and~ other operating expenditures to the"State accounting
system (PBA).

The Division thought this function was performed by the
Division of Administrative Services. However a review

of the services provided by Administrative Services

showed that the reconciliation of revenues and expenditures
was not included. In order to ensure revenues and
expenditures are properly budgeted and recorded in PBA,

and fairly presented in the State"s Annual Financial
Report, HAD should, at a minimum, reconcile its records

to PBA monthly.

2. Interest Income is recorded net of service fees.

Principal and interest payments from mortgage loans
purchased by HAD are collected and transmitted monthly
to the Division by the seller/servicer at a fee not to
exceed 1/2 of 1% of the interest collected. The fees
are deducted by the seller/servicer prior to remitting
the cash to HAD. An account has not been established by
HAD to record service fee expenditures, thus interest
income 1is improperly recorded net of the service fees.
As a result, interest income for Fiscal Year 1982 is
understated by $61,773 and expenditures are understated
by the same amount.
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Alaska Statute 37.05.150 states that the Sta:e accounting
system shall be in accordance with the generally accepted
principals of governmental accounting and it shall provide
records showing actual revenue and total expenditures.

AS 37.05.170 states no payment may be made and no obligation
incurred against any fund unless an appropriation or expend—
iture authorization has been made for the purposes of the
expenditure. Therefore, HAD should include service fee
charges in its operating budget and establish a system to
properly account for the expenditures.

~1
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THE LEGISLATURE

BUDGET AND AUDIT COMMITTEE JUNEAU, ALASKA 99811

December 23, 1982

Members of the
Legislative Budget and Audit Committee:

We have examined the Balance Sheet of the Housing Assistance

Loan Fund as of June 30, 1982, and the related Statement of
Revenues, Expenditures, and Changes in Fund Balance; Statement

of Revenues - Budget and Actual; and the Statement of Expenditures
and Encumbrances Compared with Appropriations for Operating
Programs for the year then ended. Our examination was made

in accordance with generally accepted auditing standards

and, accordingly, included such tests of the accounting

records and such other auditing procedures as we considered
necessary in the circumstances.

In our opinion, the financial statements referred to above
present fairly the financial position of the Housing Assistance
Loan Fund as of June 30, 1982, and the results of operations
and the changes in fund balance for the year then ended, 1in
conformity with generally accepted accounting principles
applied on a basis consistent with that of the preceding

year.

GeraldL. Wilkerson, CPA
Legislative Auditor
Division of Legislative Audit
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STATE OF ALASKA

DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS

Assets
Current Assets

Cash In Transit

Cash in Treasury

Accrued Interest Receivable
Total Current Assets

Loans Receivable

Mortgage Loans Receivable
Less: Allowance for Uncoll

HOUSING ASSISTANCE LOAN FUND
BALANCE SHEET
June 30, 1982 \

ectible Loans

Net Mortgage Loans Receivable

Loans in Progress

Total Loans Receivable

Total Assets

Liabilities and Fund Balance
Current Liabilities

Accounts Payable
Due to General Fund

Total Current Liabilities

Fund Balance

Reserve for Encumbrances
Title Loos Reserve

Reserve for Loans Receivable

(Long-Term)

(Net)

Reserve for Loan Commitments
Available for Current Operations

Total Fund Balance

Total

Liabilities and Fund Balance

$ 126,897
73,040,272
166,846

73,334.015

21,644,150
(223.702)

21,420,448
726,050
22. 146,493

.3.95%4 30 .513

) 96,312
293,743

390,555

72,935
500,000
22,146,498
3,039 ,800
69,330,725

95,089,958

$95,430,513

B

The Notes to the Financial Statements are an Integral part of this Statement.



STATE OF ALASKA

DEPARTMENT OF
HOUSING ASSISTANCE
STATEMENT OF REVENUES,

AND CHANGES 1IN

LOAN FUND

FUND BALANCE

For the Fiscal Year Ended June 30,
Sources of Funds
Revenues
Interest Earned
Other Financing Resources
Loan Appropriations from General Fund
Appropriation for Operating Loss Reserve
Operating Appropriation from General Fund
Total Other Financing Resources
Total Sources of Funds
Uses of Funds
Expend itures
Operating Expenditures
Other Uses
Transfer to General Fund
Loan Loss Expense
Total Othe*~ Uses
Total. Uses of Funds
Excess Sources of Funds over
Uses of Funds
Beginning Fund Balance July 1, 1981
Ending Fund Balance June 30, 1982

The Notes to the Financial Statements are an

Statement.

integral

STATE OF ALASKA

o, V. e

COMMUNITY AND REGIONAL AFFAIRS

EXPENDITURES,

1982

part of this

Vigke

DIVISION OF LEGISLATIVE AUDIT

1

$ 1,2°1 ,548 1

85,000,000 1
100,000
1,050,600

1
86,150,600

87,442,148 |
969,240

1,659,248 I
223 ,702

1,882,950 E
2,852,190
84 ,589 ,953

10,500,000 1
$95,089,953

fi

1

SsPsi1S



STATE OF ALASKA
DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS
HOUSING ASSISTANCE LOAN FUND
STATEMENT OF REVENUES - BUDGET AND ACTUAL
For the riscal Year Ended June 30, 1982

Final Over or
Revised (Under)
Budget Actual Budget
Unrestricted Revenues
Interest Earned $ -0- $1,291,548 $1,291,548

Total Housing Assistance Loan Fund $ -0- $1,2.91 *548 -£1,291x548

The Notes to the Financial Statements are an integral, part of this Statement.

STATE OF ALASKA DIVISION OF LEGISLATIVE AUDIT



LI0C.Y  OAIVISIONT 10 NOISIAIQ

1981-1932
Act
Appropriations
Development
Nonconforming Housing $1,006,600

Total Housing Assistance Loan Fud

STATE OF ALAKA
CEPARIMENT OF GCOMMLNTY AND REGAONAL AHFAIRS
HIBNG ASSSTANCE LOAN AUND
STAIBVENT F EAENDTURES AND ENOMERINES
COVPRD WTH APPROPRATIONS FOR CFERATING FROGRAVB
For the Fiscal Year Bded June 30, 1982

Continuntlons,

Supplemental
anf Revisions

$16,000

The Notes to the Financial Statements are an integral part of this Statement.

Total i
Authorizations Expenditures

$1,050,600 $969,240
$1,050,600 ?969,240

Encumbrances  Unencunrbered Balances

at Close Continuing

of Year Programs Lapsed
$72,935 -0- $.425
ILhSIL



STATE OF ALASKA
DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS
HOUSING ASSISTANCE LOAN FUND
NOTES TO THE FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 1982

Note 1 - Summary of Significant Accounting Policies

The following is a summary of the significant policies of the
State of Alaska applicable to the Department of Community and
Regional Affairs, Housing Assistance Loan Fund:

A.

Fund Accounting. The State of Alaska maintains its
accounting in accordance with the principles of fund
accounting. A fund is a fiscal and accounting entity
established by law to segregate and account for des-
ignated resources and activities. Housing Assistance
Loan Fund activities are in the General Fund.

Basis of Accounting. The Financial Statements for the
General Fund are reported on the modified accrual basis
of accounting. Modifications to the accrual basis are

as follows:

1. Revenues susceptible to accrual (primarily
reimbursable items and investment income) are
reported on accrual basis. Revenues not suscept-
ible to accrual are reported on cash basis.

2. Expenditures are generally recognized on accrual
basis. The following exceptions are considered
expenditures when paid:

a. inventories of materials and supplies,
b. prepaid insurance and similar items,
C. accumulated unpaid annual and sick leave.

Encumbrances. Encumbrance accounting, under which
purchase orders, contracts, and other commitments for

the expenditures of monies are recorded in order to
reserve that portion of the applicable appropriation,

is employed in the General Fund. Encumbrances outstanding
at year end are reported as reservations of fund balances
since they are neither expenditures nor liabilities.

Budgetary Control. AIll money received is deposited in
the State Treasury, and may not be expended without appro-
priation. An appropriation is an authorization to spend
money and incur obligations. It is a legal limit as to
purpose, time, and amount.

STA -15- .
E’n% y K \{DII_VII§;ION OF LEGISLATIVE AUDIT



Appropriations are enacted by the Legislature and approved
by the Governor. Expenditures are reported at the appropria- a
tion level to show compliance with the law. |



AUDIT DIVISION
|F POUCH W— ALASKA OFFICE BUILDING

THELEGS AIURE

BUDGET AND AUDIT COMITTEE /> JUNEAU, ALASKA 99811

December 23, 1982

Members of the
Legislative Budget and Audit Committee:

Our examination was made for the purpose of forming an

opinion on the basic financial statements taken as a whole.

The information in Appendixes A through C is presented for
purposes of additional analysis and is not a required part

of the basic financial statements. Such information has been®
subjected to the auditing procedures applied in the examination
of the basic financial statements; and, in our opinion, the
information is fairly stated.

Gerald L. Wilkerson, CPA
Legislo Ive Auditor
Division ;tf Legislative Audit









Loan Types and Tems

APPENDIX
STATE P AAKA

CEPARIMENT OF GCOMMLNTY AND REGAONAL. AFFAIRS

HOUBNG ASSSTANCE LOMN AUND
TYFE GF LONS AAD THRVB
June 30,

As specified by AS 44.47.380 and AS 44.47.410, the following types of loans are mede

Type
Residential Mortgages

Urban Nonconforming
Owner Occupied

Rural
Ownner Occupied

Rural
Non-Owner Occupied

Building Materials

Kennv.itloan ad
Improvements

Limit

$160,500 - Single Family

205,200 - Duplex
Sme nu o e
$300,000

$15,000 or 802 of the appraised
value of the work completed
or 902 of the value of other

property pledged as security

Int Dead of Trust
$136,425 - Single Family
$174,420 - Duplex

2nd Ded of Trunt
$5,000

Current
Interest
Rate

Veterans - 11.3752 on first $90,000
16.5902 on balance over
$90,000

[\U] -

Veterans - 12.3752 on first $0,000

16.590 on balance over
0,000

10.52

10.52
Sme ns for Residential Mortgages

Sne ns for Residential Mortgages

Sne ns for Residential Mortgages

30 years or remaining
economic life, which-
ever Is less

0 years or 802 of
Ir_e]zcmajning physical
ife

30 years
15 yeurs

30 years or 802 of
lr%mammg physical
ife

15 years

Purpose

To originate, purchase, or
participate In the purchase
of loans for existing housing,
or housing under construction
or to be constructed.

Srne ns above

Sare as above

To originate, purchase, or
participate In the purchase
of loans mede for building
materials for housing.

To originate, purchase, or
participate In the purchase
of loans nede for renovation
or Improvements to existing
housing with or without
consolidation of existing
loans on the subject property.



Total Loans Closed by Judicial
District (Note 1)

First Judicial District
Second Judicial District
Third Judicial District
Fourth Judicial District
Total by Judicial District
Loans Delinquent (Note 21
First Judicial District
Second Judicial District
Third Judicial District

Total Loans Delinquent

loan amournt.

APPENDIX B

STATE OF ALASKA
CEPARIVENT GF COMMLNITY AND REAONAL AHFAIRS
HIBNG ASSSTANCE LONN RUND
GENERAL LON INFCRVATION
June 30, 1932

Nurrber
of Loans

sl

11
136

W PR

$ Amount
of Loans

$ 3,857,650
3,948,950
7,153,150
6,936.675

1,396,425

85,450
72,200
65,550

$ 223,200

Percent of
Nunoer
Loans Closed

14.67
14.47.
31.97
39.iz

100.07

ISR

=
S

Percent of
$ Amount
Loans Closed

17.67
13.07
32.77
31.77

100.07

A7

1.07

since Inception of the program  Amount reported is original

Note 2: Determined by loan payments overdue by more than 45 days at June 30, 1982. Amountt reported

Is original loan amount rather than outstanding balance for comparison purposes.



APPENDIX C
STATE Or AASKA
CEPARTMENT GF GCOMMUNTY AND REAONAL AFFAIRS
HOLENG ASSSTANCE LOAN AUND

RETLRN ON INVESTIVENTSIGOST ANALYSS
For the Fiscal Year Bnded June 30, 1982

Rate of Return on Total Assets 1982

Total Revenues per Statement nf
Revenues - Budget and Actual $1,291,548

Total Expenditures and Encumbrances per

Statement of Expenditures ad o

Encumbrances Conpared with Appropriations 1,042.175
Excess of Revenues over Expenditures
Average Assets Less Cash in Treasury

Rate of Return (Note 1)

Loans 0/S per Employee Month

Total Nurber of Loans 0/S 345
Total Nurrber of Employee Months 216
Nurber of Loans 0/S per Employee Morth 2

Note I: Rate of Return is defined as follows:

Excess of Revenues over Expenditures
Average Assets Less Cash in Treasury
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Wt w b Gl I v, 1} }fi Iy BILL SHEFFIELD, GOVERNOR
'clil  ™mu V. .AUW I
©OKPT. OF COMMUNITY & REGIONAL AFFAIRS O \FJ)SIL\IJECXIUBALASKA%SQ_’L
I PHONE: (9071 465-4700

OFFICE OF THE COMMISSIONER
0225 CORDOVA STREET -BLDC B
ANCHORA GE, ALASKA 99601
PHONE: (071 264-2204

April 1, 1983___ Wil [p e

J]
aVi APR OS 1983

Mr. Gerald L. Wilkerson

Legislative Auditor tffilSIATM
Division of Legislative Audit

Pouch W

Juneau, Alaska S9811

Dear Mr. Wilkerson:

Re: "A Report on the Department of Community and Regional
Affairs, Housing Assistance Loan Fund, For the Fiscal Year
Ended June 30, 1982." Preliminary Audit Report
(CONFIDENTIAL)

This letter comes in response to your communications of March 9
and 10, 1983 on the above referenced audit document.

A Recommendation No. 1
HAD should assess the interest rate on mortgage loans in
compliance with Alaska Statutes.

The department concurs with this recommendation. On
December 28, 1982 a letter announcing an interest rate
change for the Housing Assistance Loan Fund, Nonconforming
Loan Program, was forwarded in response to Interim Letter
No. 1 on your audit findings. Enclosed as Enclosure A-I
please find our interest rate notification letter of
November 18, 1982 and our subsequent interest rate notifi-
cation letter of March 11, 1983 (Enclosure A-2).

In addition to implementing a fixed date procedure for
interest rate changes, enclosed you will also find our
January 31, 1983 Request for Opinion of the Attorney
General on this subject. (Enclosure A-3). Because of bond
sale reserves at Alaska Housing Finance Corporation, tax-
able sales are frequently held well in advance of commit-
ment issue. Unless the interest rates between sales rates
are significantly different, funds from one sale are
usually fully expended before funds from a subsequent sale
are drawn. As this opinion request infers, AHFCannounces
interest rate changes as their funds dictate, with no

particular formula in relation to the bond sale date. A
verbal opinion from Assistant Attorney General John Rubini
indicates

*PILH
-23-



Gerald L. Wilkerson
1 1, 1983
2

that our interest rate conversion dates should not predate
those of AHFC, regardless of delay from date of sale. W
anticipate issuing interest rate conversion notices within
48 hours of notification of rate change from AHFC.

Recommendation No. 2
HAD should strengthen controls over mortgage loans.

The department concurs with this recommendation. Enclosed
as Enclosure B-l please find a form now being used by the
Housing Assistance Division entitled "Certification of
Costs for Owner/Builder New Construction.” This form is
to be executed by the borrowers and seller/servicer
representative before loan purchase is finalized. It has
been published in the new handbooks of the Housing AssSis-
tance Loan Program, along with several revised forms of
the Division. This book is available for your review upon
request.

In addition to implementing this form, the division has
requested further certification on the part of the
seller/servicers, as exemplified in the enclosed
Seller/Servicer Letter of March 17, 1983. (Enclosure B-2).

To correct the audit exceptions on three specific files
still in question, the division has contacted the two
seller/servicers involved in these transactions and
requested their review of these files.

The following information has been obtained to date:

Loan #02-343-00218 $5,053 - No further information.
Loan #01-861-00454 $36,765 -All documentation to
account for costs in excess of $67,000 has been received
by seller/servicer and will be forwarded to division.

Loan #02-343-00213 $94,653. Loan fully repaid. No

longer held in division's portfolio.

A full written response on each review is anticipated
prior to April 30, 1983.



Mr. Gerald L. Wilkerson
April 1, 1983
Page 3

C. Recommendation No. 3

HAD should establish written guidelines to aid its staff
in determining acceptable nonconforming characteristics.

The department concurs in this recommendation. Enclosed
as Enclosure C-I is the written definition of noncon-
forming characteristics established by the division on
February 4, 1983. This definition has been publicized by
staff and is available to all borrowers or seller/servi-
cers for their review.

In addition to finalizing this definition, the division
has recently completed the publication of a Housing Assis-
tance Loan Program handbook and brochures. The publica-
tions fully define our loan programs and are available for
review in any of our Housing Assistance Division offices.

D. Recommendation No. 4
HAD should improve its accounting system.
(1) HAD does not reconcile its loan receipts and
disbursements and other operating expenditures to the
State accounting system (PBA).

The depart.* nt concurs in this recommendation. The
division has been working very hard in conjunction with
the Division of Administrative Services staff to identify
responsibilities, monitor actions and insure fiscal
accountability for all loan fund expenditures with regard
to reconciliation with PBA. Enclosure D-lI outlines the
new reporting procedures which have now been implemented
at HAD. Procedures for reconciliation of loan disburse-
ments are now in place and are being performed on a
monthly basis. We anticipate completion of reconciliation
procedures for loan receipts and other operating expendi-
tures for the April 30, 1983 PBA report.

(2) Interest income is recorded net of service fees.
The department concurs in this recommendation. In consul-

tation with the Department of Law, it has been determined
a revised program request will be presented



Mr. Gerald L. Wilkerson
April 1, 1983
Page 4

before the Legislative Budget and Audit Committee to receive
and expend a portion of the interest income for payment of
service fees. In addition, the department will establish a
system to properly account for the expenditures in accordance
with AS 37.05.150.

Thank you for the opportunity to comment on this report.
Please contact me or Barbara Morse-Quinn at 272-4585 should you
have any questions regarding this correspondence. I hope this
letter will sufficiently address all your concerns. We look
forward to receiving the final audit report as soon as it
becomes available.

Commissioner

cc: Barbara Morse-Quinn
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AHZHOSAGE. ALASKA 99503
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CUIftOHAM. ALASKA 53576
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HOUSING ASSISTANCE DI VISION

November 18, 1982 O ?5I'CU5:".(A'| PQQU2'9
PA&SAMS. ALASKA
PHO'E: (0hH AB2.UuB
O BO/A!

OVe. aLaska 53752
Pho:.E (907 £A3-2 B
Far5\0£ TOL fiEE

To: ALL SELLER SERVICES PHO-V5 ZEKETH JSES

The Housing Assistance Division announces the reduction of interest rates

for the Nonconforming Loan Program of the Housing Assistance Loan Fur.c.

The new rates are attached. The authority for this reduction is found in

AS 44.47.410 and AS 18.56.098(g).

As a reminder, all rural loan rates are fixed by the Legislature and are

not adjusted with State Mortgage Bond sales.

Any loan committment issued after November 17, 1982 for the Nonconforming

Loan Program will be at the new rate.

Attachment

Sincerely,

Barbara Illorse-Quinn

Director

Enclosure A-I

oo o



' W m‘I?Ip J",V,'lﬂj . m fy >(;'-_-|$\I.I.£((l
(Wi (\boM! LS\ /
NEPT. OF OOMMBIJIVETTY « SISGBO1VAL AFFAHRS" /

HOUSING ASSISTANCEDIVISION |

March 11, 1983

To: ALL SELLER/SERVICERS

The Housing Assistance Division announces the reduction

rates for the Nonconforming Loan Program of the Housing

Bill Sheffield, Governor

REPLY TO:

[ 2600 DENALI. SUITE 400
ANCHORAGE . ALASKA
PHONE : (907) 272-4585

] BOX 10041
DILLINGHAM. ALASKA %-576
PHONE: (907) 842-2245

[J GENERAL DELIVERY
KOTZEBUE. ALASKA 99752
PHONE: (907) 442-3675

Y T
PHONE: (907)%

O 1514 CUSHMAN. ROOM 2J0
FAIRBANKS. ALASKA 99701
PHCNE: (907) 452-4468

O BOX 41
NOME. ALASKA 99762
PHCNE : (907) 443-2655

STATEWIDE TOLL FREE
PHONE: ZENETH 4585

of interest

Assistance

Loan Fund. The new rates are attached. The authority for this

reduction is found in AS 44.47.410 and AS 18.56.098(g).

As a reminder, all rural loan rates are fixed by the

are not adjusted with State Mortgage Bond sales.

Any loan commitment issued on or after March 14,

Nonconforming Loan Program will be at the new rate.

Sincerely,

Barbara Morse-Quinn

Director

Attachment

Enclosure A-2

legislature and

1983 for the



AbdUL MOUSING

FINANCE

CORPORATION

All Seller/Servicers date: MarCh 9, 1983
(Memo #83-17)
HW' LeRoy Rothe'
Mortgage Operations Director
Re Interest Rate Change
Effective March 11, 1983, the following interest rate schedule
shall apply to all mortgage loan requests received by Alaska
Housing Finance Corporation (AHFC), with the exception of the
Tax-Exempt Loan program, the Second Deed of Trust programs and the
Veterans Mortgage Rond program. All applications received by AHFC
on or after that date will be underwritten at these rates.
LR/la

RECEIVED

|'AR 1 : 1933

Dept & R-a- Alate
Housing AsUs'-awo Div.slon

ol Coira.



ALASKA HOUSING FINANCE CORPORATION I

3/07/33 SERIES....S82-1
SCHEDULE FOR LOANS AT 10.000 ON THE FIRST 90.00C.00 , 12.670 ON 3ALAN|
LOAM AMOUNT INTEREST RATE P L 1 FACTORI
FROM TO
90.000.00 92.200.00 10,000 .003776
92.250.00 96.300.00 10.125 .008369 1
96.350.00 101 ,950.00 10.250 4003962
102,000.,00 107.650.00 10.375 .005055
107.700.00 114.050.00 10.500 .009145 |
114. 100.,00 121.250.00 10.625 .009241
121.300.00 129,400s 00 10.750 j.009335
129.450.00 138.700.00 .10.375 .009429 |
138.750.00 149.500.00 11.000 .009523
149.550.00 162,106* 00 11.125 .009615
162.150.00 177.050.00 11.250 .009713
177.100.00 195.000.00 11.375 «009503 |
195.C5C.00 217.000.00 11.500 .009903
217.050.00 244 .600.00 11.625 .009993
244 .650.00 230.250.00 11.750 .010094 1
230.300.00 323.050.00 11.375 .010190
328.100.00 395.550.00 12.000 .010236

395.600.00 400.000.00 12.125 .010332 1
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« MEMORANDUM

to: The Honorable Norman Gorsuch
Attorney General
Department of Law
Attn: John Rubini
Asst. A.G.

FROM: MARK LEWIS
COMMISSIONER

By:

Barbara Morse-Quinn, Director

Housing Assistance Division

Com.iunity and Regional

Alaska Statute 44.47.410¢(a)
"equal to the interest rate,

proceeds of the most recent

January 19, 1983, Alaska Housing
taxable bonds. This sale resulted
from 10.125% to 10% on the first
to 9% on the first $90,000 for

put these rates into effect

the funds from the eries H

»

Our question to you 1is, do we
sale of the taxable bonds which

makes the rates effective for

be mid-February?

determined

State of Alaska

Community and Regional Affairs

date's

FILE NO:

TELEPHONE NO:

subject:

Affairs

mandates that our

$90,000 for
qualified
their

adjust our rates
was January 19,

their programs

veterans.

programs

January 31, 1983

272-4585

Request for Opinion
Effective Date for Interest
Rates under AS 44.47.410¢(a)

urban interest rates are
under AS 18.56.098(a) from the
applicable issue

taxable bonds." on
Finance Corporation sold series | of
in a reduction of the interest rates

non-veterans and from 9.125%

However, AHFC has not

until they have exhausted

of taxable bonds.

on the date of the last

1903 or on the date AHFC

which they anticipate will



CERTIFI CATICIl OF COSTS FOR OLl.'fIER/DUILDER HEW CONSTRUCTI Qi

We certify that we have spent the total proceeds of our lean from
DCRA/HAD in the amount of ? for materials to construct

our house or for labor which was contracted to be performed to complete
the house. We further certify that we have not received any payment for

our own labor or other services which we performed to complete the house.

Date:
Borrower
Date:
Borrower
State of Alaska
Judicial District
On this day of 19 before me, the

undersigned a Rotary Public in ana tor the state oT Alaska, personally
appeared

to me known and_éakﬁdﬁledged to no that he
executed the above certification freely and voluntarily for the uses ar.d
purposes therein mentioned.

Witness riy hand and official seal the day and year in this
certificate first above written.

Notary Public for Alaska

Ily Commission Expires:___

We certify that the above statement is true and that we have examined and
placed copies in our file of the paid invoices which show the
expenditures of the loan proceeds for materials and contracted lator.
This documentation will be retained by us and available to the Division
or its representatives upon request.

Seller 7Scrviccr

BY:
Title:
Date
State of Alaska
Judicial District
On this tkey o T 19 tefore me, the

undersigned a UoTary Public in and tor the state oF Alaska, personally
appeared

to me known and"acknowledged to me that lie executed tiie above

certification for

freely and volunta®ri ly for the uses and purposes therein mentioned.
Witness my hand and official seal the day and year in this

certificate first above written.

Notary Public for Alaska

Ily Commission Expirus:”"

v v

Enclosure C-I
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HOUSING ASSISTANCE DIVISION

March 17, 1983

To: ALL SELLER/SERVICERS

In a recent review of our seller/servicer files we

lack of documentation which authorizes designated

on behalf of art originating lender. This documentation
when considering the signatures on commitment contracts

agreements which the lender may enter into on behalf

with this division.

Please provide by April 15, 1983 documentation which

the personnel authorized to enter into contracts

along with any exceptions or limits to this authority,
your institution. The documentation should contain
that the authorized officer's signature carries the

credit of the lender, and is a binding agreement

future personnel assignments within your institution.

Thank you for your cooperation and compliance with

Sincerely,

M

Barbara Morse-Quinn

Director

Enclosure B-2

Bill Sheffield, Governor

EPLY TO:

r 2600 DENALI. SUITE 400
ANCHOR ALASKA 99503
PHONE :(907; 272-4585

[ BOX 10041
DILLINGHAM. ALASKA 99576
PHONE: (907) 842-2245

(] GENERAL DELIVERY
KOTZEBUE. ALASKA 99752
PHONE : (907) 442-3675

CIPO BOX 348
BETHEL. ALASKA 99559
PHONE . (907) H43-3364

] 1514 CUSHMAN. ROOM 210
FAIRBANKS. ALASKA 99701
PHONE: (907) 452-4468

1 BOX 41
NOME. ALASKA 99762
PHONE : (907) 443-2655

STATEWIDE TOLL FREE
PHONE: ZENETH 4585

R
H

observed a

personnel to act

necessary

borrower

designate

agreements,

behalf of

statement
faith and
regardless of

request.



NONCONFORMING DEFINED *

Effective February 4, 1903

S

Nonconforminy housing is housing which 1is structurally sound and presents
no health or safety hazards to the occupants but because of outmoded

construction practices, changes in current design, a lack of normal
amenities common to the area of the structure or a lack of wutilities

common to the area of the structure cannot be financed through any other
state or federal mortgage loan program.

It has been our experience that the following list are the prevalent

types of nonconformities:

1. Untreated wood foundations.

2. Untreated piling foundations.

3. Crib foundations.

4. Lack of a foundation.

5. Variations in foundation systems.

6. Dwellings with less than 1 full bathroom.

7. Dwellings with room layouts which affect theprivacyof the bath or
bedrooms.

8. Dwellings with ceiling Il.r'ghts less than 81 in the living areas.

9. Dwellings with rooms in tandem.

10. Dwellings with gross living areas less than GOOsquare feet.

11. Disjointed structures.

12. Dwellings which do not enjoy theutilities(electric, water or
wastewater) which arc common for theimmediate areain thewhich the
dwelling is located, such as:

A. Private electric

B. Lack of electricity

C. Shallow wells

D. Cisterns

E. Surface water collection systems
F. Holding tanks for v/ater

G. Sewage haul systems

H. Water haul systems

l. Graywater systems

J. Outhouses

13. Dwellings which rely upon space heaters or woodstoves and their sole
source of heat.

14. Dwellings constructed around a mobile home frame.

15. Restricted Titles due to ANCSA

This list is not finite and can be expanded wupon as more characteristics

unacceptable to other mortgage lending programs become known to the

Division.

r
Enclosure C-I



MEMORANDUM

State of Alaska

Community & Regional Affairs
TO: Barbara Morse-Quinn, Director DATE: February 8, 1983
Ray Price, Deputy Director
Housing Assistance Division FILE NO:
TELEPHONE NO:
FROM: Remond Henderson, Internal AuditorHVvA SUBJECT:
Division.of Administrative Service?
Attached are a number of schedules which canbe wused in the
reconciliation of HAD loan reports to the state PBA system. Although
these schedules are designed to be used onlyin reconciling funds
available per HAD reports to funds availableper PBA, it is an
example of formal reconciliation and communication procedures which
must exist within HAD and between HAD and the Juneau Fiscal section.
The attached schedules and/or related procedures may change once the
conversion to an automated mortgage Jloan system has occured, however,
I recommend their implementation at this point in time. Under the
present system each month a number of differences occur between loans
encumbered by HAD and those encumbered by Fiscal. If the recommended
procedures are not implemented, these differences will continue to
occur each month and will result in a large difference at the time of
conversion to the automated system. ldentifying the cause of a large
difference could be extremely time consi'ming. Therefore, a monthly
reconciliation should be performed.
I have performed a reconciliation between HAD and PBA reports for the
month of December noting a net difference of $450,000. Although the
net amount difference 1is inmaterial it should be identified and
corrected as soon as PBA reports are available, I will perform the
reconciliation for the month of January and will identify the
difference at that time. However, to insure the difference does not
increase as a result of the routine procedures performed by HAD and
the Fiscal section, I recommend the following:

1. Preparation of SCHEDULE 1 ( a summary schedule of 1loan
activity by year of loan fund; ie; encumbrances,
cancellations, increases, decreases).

2. Preparation of SCHEDULES 1I1, | and V. These are
schedules for each loan fund (by year) and provides the
detail support for the summary schedule described in 1
above. In preparing schedules I1, 111, and IV a number of
procedures must be followed by HAD and Fiscal. These
procedures are discussed below:

y
Enclosure D-I



Schedules
2/8/83
Page 2

a. HAD's Accounting Technician should

continue to maintain the Loan Activity

Log. All encumbrances, transfers,
increases, adjustments, etc. should be
entered in the log. In effect, the Loan
Activity Log should reflect all activity

which affects loan encumbrances.

b. The Loan Closer should forward a copy of
requests for warrants to the Accounting
Technician in order for her to determine
amounts requested are in agreement with
amounts encumbered. If there is a
difference, the Accounting Technician will
enter the increase or decrease in the Loan
Activity Log and applicable schedule. I f
an increase or decrease in a loan amount
is known by the Loan Closer in advance,
the Loan Closer should forward a document
indicating the change to the Accounting

Technician.

c. The Loan Closer should forward a copy of
all warrant cancellation requests to the
Accounting Technician. (This has no
effect on schedules 11, 111, or 1V,

however, effects the HAD reports prepared
by the Accounting Technician.

d. All items entered in the Activity Log (see
[a]l] above) by the Accounting Technician
should be entered in the Wang and on the
applicable SCHEDULES, 11, 1, or IV. -The
Accounting Technician should establish a

cut-off date at the end of each month.

This will be important for reconciliation
purposes. All activity input in the Wang
(per activity log) in a particular month

and included in HAD Loan Reports for that
month should be entered on SCHEDULES 11,
[ or IV for the same month. For
example, information entered in the Wang
on January 5th and included in the
December 31st (or January 1st) HAD Loan
Reports should be included in the

schedules for the month of December.



Schedules

2/8/83
Page 3

e. The Accounting Technician should forward,
SCHEDULE'S 1, I, | I and IV to Fiscal on
a routine basis, preferably weekly. The
Fiscal section will complete the schedules
and return them to HAD as documents are
received by the Department of
Administration. If an item submitted by
HAD is indicated by Fiscal as not being
recorded, it should appear on the
reconciliation schedule (SCHEDULE'S V, VI,
and VII attached) at month end. This is
an item which will be included in the HAD-
Loan Report for the current month,
however, will not be reflected in the
Current Year Authorization Balances report
(PBA Report) for the month.

f. The Accounting Technician should review
SCHEDULE'S 11, 111, and IV as they are
received from Fiscal for potential
reconciling items. As described in [e]
above, items not recorded by the
Department of Administration will be
reconciling items. Additionally, items
recorded by the Department of
Administration in the month following the
month submitted by HAD will be reconciling
items (i.e; included in December HAD Loan
Report, however, recorded by the
Department of Administration on January
10th).

3. Preparation of SCHEDULES V, VI and VIl (the reconciliation
schedules) on a monthly basis. These schedules are the
basis of reconciling the Current Year Authorization Balances

Report (PBA Report) to the HAD Loan Reports prepared at
month end. A loan report should always be printed at month
end. 11 the PBA Report has not been received by the 15th of

the current month, please notify Fiscal.

Performance of the above procedures will be the first step in

reconciling PBA reports to HAD reports. Should you have any
questions regarding these procedures, pijase contact me. I will
discuss these procedures with the Fiscal section immediately.
cc: Bob Rehfeld, Director

Division of Administrative Services

Dan Kanouse, Administrative O fficer

Division of Administrative Services
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Schedule 1 - VII

Copies of the reconciliation schedules | through VII were
provided to the Division of Legislative Audit for review and
are available upon request.



PLEASE. NOTE: THE PRECEDING PAGES HERE TREATED
AS A UNIT IN THE ORIGINAL DOCUMENT,



	HCRA13 HB 302



