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MEMORANDUM

TO: Representative FranUlmer, Chairperson Uouse State
Affairs Committee

FROM: Representative Ramona L.Barnes
DATE: April 28, 1987

SUBJECT: HB 269

HB 269," An Act relating to eligibility for veterans”
interest rates for housing mortgage loans"”, would amend AS
18.56.101. by adding Public Health Service Officers to the
current definition of veteran.

The addition of Public Health Service Officers to this
definition would allow a large block of people to take
advantage of the veterans interest rate offered by AHFC. It
is my feeling that this may help many people refinance their
homes at a favorable interest rate and avoid future housing
problems.

Public Health Service officers are considered veterans under
federal law and are eligible for federal Veterans Housing
loans. Therefore, this amendment would bring the
definition of veteran under AS.18.56.101 into line with the
federal definition.

This bill 1is currently in your committee awaiting action.
I would appreciate a scheduled hearing in the near future.
IT there are any questions 1 can answer for you please do
not hesitate to contact me.

Thank you for your prompt consideration of this matter.
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May 13, 1987

The Honorable Ramona Barnes
Representative, State of Alaska
Post Office Box V

Juneau, Alaska 99811
ATTENTION: PATTY SWENSON

SUBJECT: PROPOSED LEGISLATION HB 269
Dear Representative Barnes:

You have asked AHFC to provide information regarding the possible fiscal Impact
to the Corporation should HB 269 be enacted.

As HB 269 was Introduced and currently reads, AHFC1ls State Veterans Interest
Rate Preference would be expanded to include Public Health Service commissioned
officers, AlIl PHS officers regardless of the amount of time they served, would
be eligible under this proposal.

It 1s difficult to determine how much this would cost AHFC since we have no
historical data which tells wus how many PHS borrowers we have. However,
according to the Anchorage PHS office, there are currently 250 PHS commissioned
officers living 1n Anchorage.

The number of PHS officers located 1n Alaska, outside of Anchorage, was not
immediately available. However most PHS employees working 1n rural areas live
in federal government-provided housing.

AHFC estimates that on an average loan of $110,000, a one-percent Interest rate
subsidy costs AHFC approximately S6,000. Therefore, 1f 250 PHS officers were
qualified to buy homes and sought financing through AHFC, the one-percent sub-—
sidy would cost approximately $1.5 million.

Also, AHFC has no way of predicting how much it would cost AHFC if HB 269 should
be amended to allow active military with at least 5 years of service to par—
ticipate in the State Veterans Interest Program. However, from 1982 to present,

AHFC has loaned to 3,605 active duty military borrowers. About half, or 1,874,

have loans made under the federal Veteran®s Mortgage Program (tax-exempt).

If we assume that the remaining borrowers would have been eligible for the State
Yeterans Interest Rate, which would have cost AHFC $12 million.

) 235 East 8th Avenue P.O. Box 101020
Tolonhr>rifl (PO71 97A.P599 ThM clo*v Anchorage, Alaska 99510
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The Honorable Ramona Barnes
May 13, 1987
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For your Information, 1in FY 1987, through February 28, 1987, AHFC has made 1589

loans under the State Veterans Interest Rate Program and 356 loans under the
federal Veterans Mortgage Program, The average loan was 5116,000.

If you need more information, don"t hesitate to contact me.

Sincerely,

Officer

MN:de
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1. AHFC/Federal VA

Benefit:

The major benefit of ccmolning an
AHFC loan with a Feoera’ VA
guaranteed loan Is the lower down
payment.

Maximum Loan Amount: S135,000

Minimum Down Payment:
Up to S110,000 Zero down
$110,000-5135.000 25% on the
amount over
S110,000
'Qualification:
Eligioility for the Veteran benefit Is
determined by the Federal Veterans
Administration. This program may be
combined with AHFC's Regular Pro-
gmrn, the Veterans Mortgage Program,
Tax-Exempt Program, HOF Program
and Mobile Home Program.

2. Veteran’s Mortgage Program
(VMP)

Benefit:

A lower Interest rate than unaer
AHFC's other programs, on the entire
loan amount.

Maximum ' oan Amount:

Single Family
Residence.......ccccoveeennee $199,350
DupleX...cccoiienieeiieenns $255,650
TripleX e, $308,900
Four-pleX.....cccccccceenn. S3$4.000

if the residence is a multi-family dwell-
ing (duplex - four-Dlex) then all units
must have been occupied as such for
at least 5 years.
Minimum Down:
Single-Family and Duplex
Triplex and Four-plex Wb
eQualification:

Federal restrictions require that in-

Tanr

e are three basic options available to
An AHFC Loan combmed with a Federal Veteranu Administration Loan:
m e Veterans Mortgage Program; an

State Veterans Interest

ate Preference.

dividuals applying under this program
be "qualified veterans” as defined
under Title 38, United States Code
101(2) and have been on active duty
prior to January 1, 1977, and cannot
have been out of the service for more
than 30 years,

Documentation that Is accepted by
AHFC as evidence of meeting the
code is the Veterans Certificate of
Eligibility, or a letter from the Federal
Veterans Administration and a DD-214,
or. for Commissioned Officers, e let-
ter from Personnel stating the entry
fate of service. Basically, an individual
must have served Inthe Armed Forces
and nave been discharged other than
dishonorably. In addition, active
military who have completed their in-
itial period of duty may qualify. The
code also Includes certain Individuals
in the Public Health Service bui severe-
ly limits National Guard and Reserv-
ist. You may combine this program
with Number 1 to receive the benefit
of both the lower interest rate and
the down payment.

9072778941-

What’s Available To

the veteran through AHFC:

90756695401# 2
4 ?2 m <
FINANCE
CgR PORATION
3. State Veterans Interest

Rate Preference

Brefit

The Sr*n Veteran receives a 1 per-
cent lower Interest rate on the first
390,000 of the loan. The important
thing to remember Is that this Is not
a program but an Interest rate differen-
tial that must be applied to a program.
It may be applied tc all of the pro-
grams offered by AHFC but it may
not be combined with Number 2, the
Veterans Mortgage Program.

eQualification:

Determination for the State Veterans
Interest Rate preference Is made by
AHFC. To qualify for the lower rate,
the borrower may not currently be on
active duty. An Individual must have
served in the Armed Forces for 90
days or more (unless discharged due
to a service connected injury) and have
been discharged other than dishonor-
ably. Active duty for the purpose of
training will not be counted toward
the 90 day requirement. Members of

Printtd Vty. 1#4S
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the Reserve (if the unit Is a troop pro-
gram unit) and Alaska National Guard
with a minimum of 5 years service
may also qualify. In addition, a widow
or widower may qualify If the Veteran
was inducted from Alaska.

Type of Loan

AHFC utilizes an Alaska Building Equi-
ty (ABE) mortgage which is assumaole
by a qualified buyer. Under this type
of mortgage, the interest rate is fixed,
nov/ever, there are moderate in-

I 5-14-87

I 9:30AM !

creases to the monthly payments Ir.
years four through nine. These In-
creases are applied directly to the
outstanding principal baiance on the
loan. Therefore, the loan Is repalc in
approximately 18 years. A detailed
description of the ABE mortgages Is
available in AHFC's pampiet "Buying
a Home In the Future "

Interest Rates

Mortgage interest rates are cased on
the interest rate for AHAC bones plus

9072776941-

the Corporation's ope'ating costs ana
will vary from time to time. INTEREST
RATES ARE SUBJECT TO CHANGE
WITHOUT PRIOR NOTICE. Consult
your lender for the current AHFC rate.

'The qualifications (}u\_/er, for me
three options are not intendeo fc
oe Inclusive but to provide cniy the
basic guidelines.

90758695461# 3
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THE INTENT OF HB 269

The intent of HB 269 is to allow Public Health Service
Officers to become eligible as veterans for the purpose of
the Alaska Housing Finance Corp. State Veterans Interest
Rate Preference program.

Public Health Service Officers are eligible for federal VA
housing loans, and Alaska®s Veteran Mortgage Program (VMP).
They are eligible for most VA benefits under federal law,
therefore, to exclude these '"Veterans'™ from this interest
preference program offered by the state is inconsistent with
other aspects of veterans benefits.

The AHFC/ Fed VA program can be combined with the State
Veterans Interest Rate Preference program to produce an
extremely attractive interest rate for those purchasing or
refinancing a home. Under the current statute (AS.56.101),
Public Health Service Officers are not eligible for this
combination. It is the intent of this bill to add these
"Veterans'” to this statute.

The foreclosure rate of AHFC has increased significantly over
the past year. It is the intent of this legislation that
this group of veterans should be eligible for the benefit
this preference provides. In Alaska®s current poor economy,
anything that will help people keep their homes or buy a
home helps our state.

Public Health Service Officers currently number 250 in the
Anchorage area. The number living outside of this area is
not available at this time. It is difficult to say how many
people will make use of this program, therefore, the cost is
not known. (See fTiscal note and letter).

Favorable consideration of this bill would be apprectiated
by its sponsors.

Thank you for your time.



38 USCS §101 Veterans’ Benefits Ceneral

this sent'
1972, Act Oct. 24 1972, P. L 92-540. Title IV. §40. 86 Stet. 1092 W
substituted new item 102 for one which read: “102. Dependent parents %Eul}gr C
and hushands.”. ;
other th;
private v
children,
§ 101. Definitions adoption
For the purposes of this title [38 USCS §§ 101 et seq.]— 5%%?%2”'3
[) The term “Administrator” means the Administrator of Veterans’ parent oi
Aifairs. been pla
(2) The term “veteran" means a person who served in the active military, adopting
naval, or air service, and who was discharged or released therefrom under act shall
conditions other than dishonorable. Ur?tl' Séle!
(3) The term “surviving spouse” means (except for purposes of chapter 19 gd%p?ioonp
of this title [38 USCS §§ 701 et seq.]) a person of the opposite sex who was B) For t
the spouse of a veteran at the time of the veteran’s death, and who lived (f) ord
with the veteran continuously from the date of marriage to the date of the ‘é f@” da ¢
veteran's death (except where there was a separation which was due to the € Iln?j I
misconduct of, or procured by, the veteran without the fault of the spouse) Incluaing
and who has not remarried or (in cases not involving remarriage) has not () a
esince the death of the veteran, and after September 19, 1962, lived with to be s
another person and held himself or herself out openly to the public to be veterar
the spouse of such other person. nggg[h
JA)(AR The term "child" means (except for purposes of chapter 19 of this y °
title [38 USCS 88 "01 et seq.] and section 5202(b) of this title [38 USCS IV
$5202(b)]) a person who is unmarried and— }”)
(i) who is under the age of eighteen years: ron-
(i) who, before attaining the age of eighteen years, became perma- mh’
nently incapable of self-support; or Suc
(iii) who, after attaining the age of eighteen years and until comple- p\/_)
tion of education or training (but not after attaining the age of olio
twenty-three years), is pursuing a course of instruction at an approved adop
educational institution: pers<
and who is a legitimate chud, a Iegally adopted child, a stepchild who is spod,
a member of a veteran's household or was a member at the lime of the instil
veteran’s death, or an illegitimate child but, as to the alleged father, only divoj
if acknowledged in writing signed by him, or if he has been judicially _heali
ordered to contribute to the child’s support or has been, before his (i) ap
death, judicially decreed to be the father of such child, or if he is child o
otherwise shown by evidence satisfactory to the Administrator to be the unless-
father of such child. A person shall be deemed, as of the date of death (1) 3
of a veteran, to be the legally adopted child of such veteran if such such

ﬁerson was at the time of the veterans’ death living in the veterans’
ousehold and was legally adopted by the veteran's surviving spouse
within two years after the veteran’s death or the date of enactment of

8
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the death resulted from a disability incurred or aggravated, in line
of duty in the active military, naval, or air service.

(17) The term "“iion-service-connectod” means, with respect, to dis-
ability or death, that such disability was not incurred or aggravat-

ed, or that the death did not result from a disability incurred or ag-
gravated. in line of duty in the active military, naval, or air service.

118) The term “discharge or release” includes (A) retirement
from the active military, naval, or air service, and (B) the satisfac-
tory co_mﬁletlon of the period of active military, naval, or air service
for which a person was obligated at the lime of entry into such
service in the case of a person who, hue to enlistment or reenlist-
ment, was not awarded a discharge or release from such period of
service at the time of such completion thereof and who, at such
tiric, would otherwise have been eligible for the award of a dis-
charge or release under conditions other than dishonorable.

(19) The term "State home" means a home established bv a State
(other thar, a possession) for veterans disabled by a%e, disease, nr
otherwise who hy reason of such disability are incapable of earning
a living, Such te{m also includes such a home which furnishes
nursing home care for veterans.

(2't) The term "State” means each of the several States, Territo-
ries. and possessions of the United States, the District of Columbia,
and the Commonwealth of Puerto Rieo. For the purpose of section

803 n% chapters 24 and 35 of this title, such term also includes the
anal Zone.

(21) The term "active dutv" means—

W full-time duty in the Armed Forces, other than active
duty Tor training;

(B) full-time duty (other than for training purposes) as a
commissioned officer of the Regular or Reserve Corps of the
Puhlie Health Service <i) on or after July 29, 1945, or (ii) be-
fore that date under circumstances affording entitlement lo
"Lull militar b.enef|ts" or (iii) at any time, for the purposes of
chapter 13 of this title;

(C) full-time duty as a commissioned officer of the National
Oceanic and Atmospheric Administration or its predecessor or-
ganlzatlon thr Coast and tJeodetic Survey (i) on or after July
9, 1915, or gll before that date (a) while on transfer to one of
the Arnvd Forces, or (b) while, in lime of war or national
emergency declared by the President, assigned to duty on a
project for one of the Armed Forces in an area determined by
the Secretary of Defense to be of immediate_military hazard, or
(c) in the Philippine Islands on December 7, 1941, and continu-
Lirdy in such islands thereafter, or (iii) at any time, for the
purposes of chapter 18 of this title;

10
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-V ,,V,,

iD) service as a cadet, at the United States Military, Air
Force, or Goat Guard Academy, or as a midshipman at the
United State.; Naval Academy; and

1U) authorized travel to or from such duty or service.

122) The term "active duty for training" means—
«A full-time duty in the Armed Forces performed by Re-

serves for training purposes;

(Bi full-time duty for training purposes performed as a com-
missioned officer of the Reserve Corps of the Public Health
Service (i) on or after July 29, 1945. or (ii) before that date
under circumstances affordln? entitlement to "full military ben-
efits", or (ili) at any time, for the purposes of chapter 13 of
this title;
~tC) in the ease of members of the National Guard or Air Na-
tional Guard of any State, full-time duty under section 31(5 502,
503, 501. or 505 of title 32. or the prior corresponding provisions

of law; and
(D) authorized travel to or from such duty.

The term does not include duty performed as a temporary member of

the (‘oast Guard Reserve.
(23) The term "inai live duty training" means—
(A) duty (other than full-time duty) prescribed for Reserves
gncl_udmg commissioned officers of the Reserve Corps of the
ublic Health servicey hy the Secretary concerned under sec-

tion 20(5 of title 27 or any other provision of law; and

~ <B> special additional duties authorized for Reserves lin* hid-
ing commissioned officers of the Reserve Corps of the Public
Health Service) b¥ an authority designated by tho Secretary
concerned and performed by them on it voluntary basis in con-
nection with the prescribed training or maintenance activities
of the units to which they arc assigned.

Hi the case of a member of the National Guard or Air National
Guard of any State, such term moans duty éother than full-time
duty) under sections Hit), 502. 503, 5M, or 505 of title 32. or the
prior corresponding provisions of law. Such term does not include
(i) work or study performed in connection with correspondence
courses, (i) attendance at an educational institution in an inactive
status, or iiii i duty performed as a temporary member of the Coast

Guard Reserve,

~(21) The term "active military, naval, or air service" includes ac-
tive duly, any period of active duty for training during .vhich the
individual concerned was disabled or died from a disease or injury
incurred or aggravated in line of duty, and any period of inactive
duty training during which the individual concerned was disabled or



REQUEST FISCAL DETAIL

Bill/Resolution No.: Agency Affected: Revenue

Title: HE" 269 Program Category Affected:

Sponsor: Reps. Barnes and Furnace "BRU, Program~br Subprogram(s) Affected:
Requestor?"Barnes Alaska rising Finance Corporation

Date of Request:

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FV <85 FY 86 FY 87 77T W 8V 89
OPERATING
ICO PERSONAL SERVICES
2C0 TPAVEL
300 CONTRACTUAL
<*00 SUPPLIES
500 EQUIPMENT
600 LAND t STRUCTURES
700 CRANTS, CLAIMS
300 MISCELLANEOUS
TOTAL OPERATING -0-

CAPITAL -0- 1 1
REVENUE -0- I . s -

FUNDING:  (Thousands of DoT ars)

GENERAL FUND 1

FEDERAL FUNDS 1

OTHER [

TOTAL -

POSITIONS:

FULL-TIME 1

PART-TIME d
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate pagel f,pr analysis - Se

Prepared By: Margaret Nelson Phone: 276-5599
Division: Alaska Housing Finang& Cornoration Date: Mav 8. 1987
Approved by Commissioner: Date:

Agency: .

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



ALASKA HOUSING FINANCE CORPORATION
Fiscal Note - HB 269

It 1s difficult to determine how much this measure would cost AHFC since It
is difficult to estimate how many former and current Public Health Service
(PHS) employees will take advantage of this program. Currently there are
250 PHS commissioned officers working 1n Anchorage. (Statewide figures were
not Immediately available.) If ail took advantage of the program and
qualified, at an average loan amount of $110,000, a 1 percent subsidy would

cost AHFC $1.5 million.

If the bill was amended to extend the 1 percentpreference Interest rate to
all active military with at least five years of service, again AHFC finds
1t difficult to determine just how much 1t would cost. However, the

following 1s an estimate.

As of September 1986, there were 25,906 active military ©personnel
-Including Navy, Army, Alr Force, Marines and Coast Guard - serving 1n
Alaska. IT one-thlrd of those personnel, applied for, were qualified and

received the subsidy, based on an average loan of $116,000, the 1 percent

subsidy would cost AHFC $64 million.

It should be noted that the Fiscal Note columnsall show zeros. The impact

of this proposal would be on AHFC"s Revolving Loan Fund,

Additional background and historical Information Is <contained 1In the

attached letter to the bill"s sponsor, Representative Barnes.





