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OFFERED IN THE HOUSE 0 . , - , , .

TO: CSHB 192(CRA)

1 Page 6, following line 6:

2 Insert new bill sections to read:

3 "* Sec. 11. AS 18.56.799(2) is amended to read:

4 (2) "senior housing"

5 (A) means construction or improvement undertaken primarily

6 to provide dwelling accommodations for persons 55 [60] years of age or older,

7 including conventional housing, housing for frail elderly, group homes.

S congregate housing, residential horizontal property regimes organized under

9 AS 34.07, residential cooperatives organized under AS 10.15 or AS 34.08.

10 residential condominiums organized under AS 34.OS. and other housing that

11 meets special needs of the elderly;
12 (B) includes acquisition, construction, or rehabilitation of land.

13 buildings, improvements, and other nonhousing facilities that are incidental or

14 appurtenant to the housing described in (A) of this paragraph.

15 * Sec. 12. AS 18.56.800 is amended to read:

16 Sec. 18.56.800. DECLARATION OF PURPOSE. There exists in the state a

17 serious shortage of decent, safe^ and sanitary residential housing available at low or

18 moderate prices or rentals to persons 55 [60] years of age or older. There also exists

19 in the state organizations whose purposes are to provide the kinds of housing needed

20 to alleviate this shortage. Development work to provide such housing involves

21 substantial expense that is often beyond the resources of the organizations."
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CS FOR HOUSE BILL NO. I92( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

NINETEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Spon sors): REPRESENTATIVES FOSTER, Ivan, MacLean

A BELL 

FOR AN ACT ENTITLED 

"An Act relating to housing assistance provided by the Alaska Housing Finance 

Corporation and to its rural housing programs, to the corporation’s supplemental 

housing development grants to regional housing authorities, and to housing 

programs of regional housing authorities; permitting regional housing authorities 

to make, originate, and service loans for the purchase and development of

residential housing; and amending the definitions of ‘rural’ and ‘small community’

as applied in various housing programs."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 18.55.997(a) is amended to read:

(a) In addition to the powers authorized to a regional housing authority under 

AS 18.55.996, a regional housing authority may, in accordance with procedures and 

policies adopted and approved by the Alaska Housing Finance Corporation, make,

originate, and service loans for the purchase or development of residential housing [IN

-1- CSHB 192( )
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RURAL AREAS OF THE STATE, OTHER THAN IN AN AREA WHERE THE 

CORPORATION HAS A LOAN OFFICE]. A loan shall be secured by collateral in an 

amount acceptable to the corporation. The rate of interest on a loan authorized by this 

subsection

(1) in a rural area of the state [SECTION] may not exceed the interest 

rate on a loan originated or purchased under AS 18.56.400 - 18.56.600; and

(2) outside a rural area of the state may not exceed the rate 

established bv the corporation under the provisions of AS 18.56 that are 

appropriate for the mortgage loan.

* Sec. 2. AS 18.55.998(a) is amended to read:

(a) There is created in the Alaska Housing Finance Corporation a supplemental 

housing development grant fund. Using corporate earnings or other available funds, the 

corporation shall make grants to regional housing authorities established under 

AS 18.55.996 for

(1) the cost of [ON-SITE] sewer and water facilities, w hether on-site or

off-site;

(2) road construction to project sites;

(3) [,] energy efficient design features in homes; [,] and

(41 extension of electrical distribution facilities to individual residences.

* Sec. 3. AS 18.55.998(c) is amended to read:

(c) A grant made bv the corporation to a regional housing authority under 

this section

(1) [GRANT MONEY] may be used bv the regional housing authority 

only for the purpose and the permissible use for which the grant was made;

(21 m av not [PURPOSES SPECIFIED IN (a) OF THIS SECTION. NO 

PART OF TH E GRANT MONEY MAY] be used for administrative or other costs of 

a regional housing authority, whether the costs are directly associated with the 

construction or general costs of the authority.

* Sec. 4. AS 18.55.998(d) is amended to read:

(d) The Alaska Housing Finance Corporation shall

(1) adopt regulations to carry out the purposes of this section; the [. 

THE] provisions of AS 18.56.088(a) and (b) apply to regulations adopted under this

W O R K  D R A F T  W O R K  D R A F T  W O R K  D F A F T
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section: and
(2) establish a priority system for the allocation of money for grants 

to pay for off-site sewer and water facility improvements authorized by
AS 18.55.998(a)(1).

* Sec. 5. AS 18.56.096 is amended by adding a new subsection to read:

(d) The prohibitions of (c) o f this section do not apply to a loan made under 

AS 18.56.420(a)(2)(C) to renovate or improve small community housing if the amount 

of the loan does not exceed $20,000.

* Sec. 6. AS 18.56.300(d) is amended to read:

(d) This section does not apply

(1) to a nonconforming housing loan made or purchased by the 

corporation; or
(2) to a loan made under AS 18.56.420(a)(2)(B) or (CD to renovate or

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

improve small community housing if the amount of the loan does not exceed 
$20.000.

* Sec. 7. AS 18.56.420(a) is amended to read:

(a) There is created in the coiporation, as a revolving loan fund, the housing 

assistance loan fund consisting of money appropriated to it by the legislature and 

deposited in it by the corporation, and repayments of principal and interest on loans 

made or purchased from the assets of the fund. The corporation shall

(1) adopt regulations to administer the housing assistance loan fund 

under AS 18.56.400 - 18.56.600; and

(2) subject to appropriation, provide money for a rural assistance loan 

program to originate, purchase, [OR] participate in the purchase of. or refinance
(A) small community housing mortgage loans;

(B) loans made

(i) for building materials for small community housing;

or
(ii) to pay for the labor of third-party contractors for 

the installation of building materials in small community housing 
units:

(C) loans made for renovations or improvements to small

•3- CSHB 192( )
New Text Underlined [DELETED TEXT BRACKETED]



1

2

3
4
5
6

7
8

9
10

11

12

13
14
15
16
17
18
19
20

21

22

23
24
25
26
27
28
29
30
31
32

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

community housing;

(D) loans made for the construction of owner-cccupied small 

com munity housing other than loans to builders or contractors, or loans that 

com pensate an owner for the ow ner’s labor or services in constructing the 

ow ner’s own housing.

* Sec. 8. AS 18.56.440 is amended to read:

Sec. 18.56.440. LIMITATIONS ON USE OF HOUSING ASSISTANCE LOAN 

FUND. The corporation 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 small community 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;

(2) originate a direct loan or purchase or participate in the purchase of 

a loan made for building materials for small community housing

(A) that exceeds $45,000 or exceeds

(i) 80 percent of the appraised value of the work

completed on the small community housing for which the loan is made 

if the small community housing is pledged as collateral for the loan; or

(ii) 90 percent of the value of other property that is 

pledged as security for the loan and that is satisfactory to the corporation 

as collateral;

(B) unless the terms of the loan agreement require inspections 

and certifications, as required by regulations of the corporation, at the expense 

of the borrower; and

(C) unless the period of time allowed for repayment of the loan 

is equal to or less than 15 years;

(3) originate direct loans or purchase or participate in the purchase of a 

small community housing mortgage loan that is secured by real property the marketable 

title to which is shown under AS 18.56.480(b)(2) if the total amount of outstanding small 

community housing mortgage loans held by the corporation exceeds 10 times the amount 

of money in the restricted title loss reserve account established by AS 18.56.490;

(4) originate a direct loan for small community housing or purchase or

CSHB 192( ) -4*
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participate in the purchase of a small community housing mortgage loan, other than a 

loan for the repair, remodeling, rehabilitation, or expansion of an existing 

owner-occupied residence, if the borrower has an outstanding housing loan made under 

a state loan program, other than a loan for [NONOWNER-OCCUPIED] housing under 

AS 18.56.580 or for nonow ner occupied housing under former AS 44.47.520, that bears 

interest at a rate that was less than the prevailing market interest rate for similar housing 

loans at the time the loan was made;

(5) originate a direct mortgage loan or purchase or participate in the 

purchase of a mortgage loan for rental housing unless the borrower agrees not to 

discriminate against tenants or prospective tenants because of sex, marital status, changes 

in marital status, pregnancy, parenthood, race, religion, color, national origin, or status 

as a student;

(6) originate, purchase, or participate in a loan to a person who has a past 

due child support obligation established by court order or by the child support 

enforcement division under AS 25.27.160 - 25.27.220 at the time of application.

* Sec. 9. AS 18.56.460 is amended by adding a new subsection to read:

(c) For a loan originated or purchased in whole or in part from the housing 

assistance loan fund under AS 18.56.420, the corporation may make an unsecured loan. 

The authority of the corporation to make an unsecured loan under this subsection is 

limited to a loan made

(1) under AS 18.56.420(a)(2)(B) or (C) to renovate or improve small 

community housing that does not exceed 520,000; and

(2) for real property if the housing unit for which the unsecured loan is

sought

(A) is occupied by the borrower under an occupancy certificate 

or similar instrument granting the borrower an exclusive right of possession of 

a specific dwelling unit in a cooperative housing development, mutual aid 

housing program, or similar program; or

(B) is located on land the title to which is held by the borrower 

under a restricted deed issued by the Secretary of the Interior or the secretary’s 

designee, either as a Native restricted deed or as a restricted deed for property in 

a trustee townsite.

WORK DRAFT WORK DRAFT WORK DRAFT
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* Sec. 10. AS 18.56.580(a) is amended to read:

(a) In addition to the powers authorized by AS 18.56.400, the corporation may 

adopt regulations under AS 18.56.088 allowing the use of money in the housing 

assistance loan fund to make loans for the purchase or development of rental 

[NONOWNER OCCUPIED] housing in small communities.

* Sec. 11. AS 18.56.580(c) is amended to read:

(c) The principal amount of loans made for rental [NONOWNER OCCUPIED] 

housing under this section may not exceed 20 percent of the total principal amount of 

loans made for small community housing under AS 18.56.400 • 18.56.600.

* Sec. 12. AS 18.56.580(d) is amended to read:

(d) In this section,

(1) "development" means the construction of a new residence or the 

repair, remodeling, rehabilitation, or expansion of an existing residence;

(2) "rental ["NONOWNER OCCUPIED] housing" means a single-family 

residence that is not occupied bv the owner or a multi-family residence having up to 

16 [EIGHT] dwelling units, one of which mav be [AND THAT IS NOT] occupied by 

the owner; the corporation may modify this definition if it determines that there is a 

special need for rental [NONOWNER OCCUPIED] housing in small communities and 

that a change in the definition is necessary to enable the corporation to meet that need.

* Sec. 13. AS 18.56.600 is amended to read:

Sec. 18.56.600. DEFINITIONS. In AS 18.56.400 - 18.56.600,

(1) "housing"

LM  means owner-occupied housing having four or fewer 

dwelling units [, SINGLE-FAMILY HOUSING AND OWNER-OCCUPIED 

DUPLEXES] in which not more than 25 percent of the gross floor area is or will 

be devoted to commercial use;

(B) does not include a multi-family residence that constitutes 
housing for which a loan is made under the rental housing loan program of 
AS 18.56.580 when one of the dwelling units in the multi-farnilv residence is 
occupied bv the residence owner;

(2) "small community" means a community with a population of 6.500 

[5,500] or less that is not connected by road or rail to Anchorage or Fairbanks, or with

WORK DRAFT WORK DRAFT WORK DRAFT
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a population of 1.600 [1,400] or less that is connected by road or rail to Anchorage or 

Fairbanks; in this paragraph, "connected by road" does not include a connection by the 

Alaska marine highway system.
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520 East 34th Avenue 
Anchorage. AK 99503-4199 
(907) 561-1900

P.O. 8ox 101020 
Anchorage, AK 99S10-1020

March 12. 1996

The Honorable Richard Foster 
Alaska House of Representatives 
State Capitol Building, Rm. 410 
Juneau, Alaska 99S01

Dear Representative Foster:

The following is a sectional analysis and discussion for CS for House Bill No. 192 (Work Draft 
9-LS0463\U, Chenoweth, 3/8/96), an Act relating to housing assistance provided by the Alaska 
Housing Finance Corporation and to its rural housing programs, er. al.

Section 1
This section would allow regional housing authorities to originate and service mortgage loans. 
Current statute allows the housing authorities to only make loans. The change in section 1 would 
also allow them to he a servicing agent in communities for Alaska Housing Finance Corporation 
mortgage programs.

Additionally, section 1 allows a housing authority to provide these services in areas outside of 
rural communities (page 2, lines 7 - 9 ). However, the rate of interest on the loans wouid remain 
the same for communities based upon their population size. For example, the housing authority 
for the community of Valdez recently was turned down for originating a loan for a housing 
project simply because the community fell outside the statutory limitation of rural community.

S e c tio n  2
Under the allowable uses of the supplemental housing development grant fund, infrastructure 
development for water and sewer could include both on-site and otY*site facilities. For example, 
if a regional housing authority is constructing a water or sewer line to the site of a project, the 
cost of providing hook-ups for other homes located along the line could be included as part of the 
project cost paid by these grant funds.

Section 3
This language simply attempts to clarify the existing statute. It does not make any substantive 
change.

A l a s l d ^ ^  
H o u s i n q

FINANCE CORPORATION * *

MAP 12 '96 05:52PM AK HOUSING FINANCE C

"Housing For All Alaskans"
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CS for HB192() Sectional 
March 12. 1996 
page 2

Section 4
The Alaska Housing Finance Corporation is required to establish a priority system for the 
allocation of supplemental housing development grant lunds used to pay for olT-site water and 
sewer facilities established by section 2.

Section S
Tliis section exempts projects constructed under the Building Material Loan Program from 
energy standards provided under AS 18.56.096(c).

While the Alaska Housing Finance Corporation will support and encourage all projects to adhere 
to energy standards, the costs of the inspections for these standards can represent an 
extraordinary percentage of the small loans envisioned tor this program. These small loans are 
intended and designed to help people in rural Alaska finish or improve their homes, use local 
logs to build a home, or install wells or septic systems.

Section 6
This section exempts projects constructed under the Building Material Loan Program from 
construction standards provided under AS 18.56.500.

Again. AHFC will support and encourage all projects to adhere to solid building standards 
However, the inspections mat would be required to insure these standards are met would 
represent an extraordinary percentage of the small loans envisioned for tins program.

Section 7
Section 7 amends the statute regarding the rural assistance loan program to allow for the 
refinancing (page 3, line 24) of rural mortgages in the same manner as AHFC’s mortgage 
programs allow for refinancing of urban loans. Current statute simply does not provide for 
refinancing as an option under rural loans. Rural residents of .Alaska have not had the 
opportunity to benefit from the lower interest rates by refinancing their loans, as have most other 
individuals in Alaska and elsewhere in the United States. Under the Housing Assistance Loan 
Fund a borrower would be required to do substantial improvements to their home to receive a 
new loan at a lower interest rate. This provision would allow for a refinance in which the 
borrower would not have to increase his loan amount to benefit from current low interest rates 
provided the borrower's refinance loan meets established eligibility criteria.

Additionally, section 7 allows a rural assistance loan to be used to pay for the cost of third-party 
labor for a building materials loan (page 3, lines 29 - 31). In other words, the loan could be taken 
out to not only cover the cost of the material for the improvements, but could also be used to 
cover the labor costs for the improvements. To restrict loan proceeds to materials only may 
serve to promote unqualified borrower's installation of materials, equipment, utilities, or 
appliances rather than installation by qualified professionals.
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CS for HB192Q Sectional 
March 12, 1996 
page 3

Section 8
The change made by section 8 is located on page 5, line 5. This would allow AHFC to make 
loans for lural non-owner occupied housing, to the extent feasible, to someone who already has 
an AHFC loan for an existing owner-occupied residence.

The language in section 8 would not change any current practice since AHFC already interprets 
this sfr to allow a qualified borrower to have more than one non-owner occupied loan.
Ser . would ciarif/ the statute to more clearly make this type o f loan allowable.

S e c t io n  9

This expands the existing Building Materials Loan Program to allow for small (520,000 or less) 
unsecured loans for borrowers who have either restrictive deed lands or have no title to their 
HUD Mutual Help home. These borrowers have financing needs for repairs and/or 
improvements to their homes, but arc unable to pledge their home as collateral or have native 
restricted deed land that is cost prohibitive in obtaining required B1A approval for encumbering 
the property.

S e c t io n  10

This is a conforming change to coordinate this statute with the change being made in the first 
part o f  section 12.

Section 11
This is a conforming change to coordinate this statute with the change being made in the first 
part o f  section 12.

Section 12
Beginning on page 6. lines 14 and 15, the definition o f non-owner occupied housing would be 
clarified as rental housing. On line 16, the definition o f a multi-family rental house is changed 
from an eight to a 16 dwelling unit. Please note that the existing statute (shown on lines 1 7 - 1 9 )  
allows AHFC to modify this definition i f  AHFC determines there is spacial needs and qualified 
tenants that shows going beyond an eight unit project is warranted. Borrowers can save costs on 
projects with up to 16 units by avoiding having to do a special determinations as required by the 
current statute.

Section 13
The current definition in statute limits the terra "housing'' to either singie-family and owner- 
occupied duplexes. Section 13 would bring this term into compliance with industry standards 
that view the term “ housing”  as owner-occupied housing with up to four units. This is the 
standard that is used by the VA, FHA, Fannie Mae, Freddie Mac, and AHFC conventional urban 
loans.
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CS for H B1920 Sectional 
March 12. 1996 
page 4

This section would also increase the population base for communities eligible to participate in 
the rural loan program from 5.500 to 6,500 for communities not connected to Anchorage or 
Fairbanks by road or rail OR from 1,400 to 1,600 for communities on the road system. Cuirently 
the population of Bethel is approaching 5,200 with a continuing pattern of growth. Haines' 
population exceeded 1,400 a year ago. and then dropped down to less than 1,400 this year. By 
increasing the population to 1,600. communities like Haines have an opportunity for growth and 
are still eligible to participate in our rural loan program. .Alternative financing is generally not 
available from national secondary market sources.

Representative Foster -  thank you for your sponsorship of this legislation. 1 look forward to 
working with you and your staff toward the passage of this bill. Staff from the Alaska Housirig 
Finance Corporation’s mortgage office will be on hand to brief legislators at the House Finance 
Committee hearing scheduled for Wednesday, March 13. if anyone has any questions m the 
meantime, please do not hesitate to give me a call.
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S P O N S O R  S T A T E M E N T

CSHB 192

"An act relating to housing assistance provided by the Alaska H ousing  
Finance Corporation and to its rural housing programs, to the corporation's 
supplem ental housing developm ent grants to regional housing authorities, 

and to housing programs of regional housing authorities; perm itting regional 
housing authorities to make, originate, and service loans for the purchase 
and developm ent of residential housing; and am ending the definitions of 

'rural' and 'small com m unity' as applied in various housing programs."

A lthough AHFC is statutorily m andated to serve low  and mode.rate-income 
and rural Alaskans, AHFC loan originations are not readily available to all 
com m unities because regional housing authorities technically do not have 
local origination authority. "Origination" is the process of accepting loan 
applications, processing loans, packaging loans to ship for underwriting  
(AHFC approval), and closing or assisting w ith closing. CSHB 192 w ill give  
regional housing authorities the ability to make, originate, and service loans 
w ith in  their jurisdictions and should make hom e m ortgages more prom ptly  
available to rural Alaskans. CSHB 192 will not impact AHFC's status as the 
loan underwriter.

CSHB 192 also addresses loan mortgage rates in rural areas of the state and 
enables supplem ental housing grants to be made to water and sew er facilities 
on off-site locations. Other changes include am ending rural housing statutes 
to change the definitions o f housing and small com m unities. Additional 
technical changes in the legislation will be addressed by representatives of 
AHFC and the Regional H ousing Authorities.

HB 192 w as introduced last session and passed out of the Com m unity & 
Regional Affairs Committee. The section increasing the supplem ental 
housing grant match from 20 to 30 percent was rem oved from the C&RA 
version due to constitutionality questions. The title of HB 192 has been 
changed to reflect this change as well as the definitions added to the bill. HB 
192 has a zero fiscal note from the Department of Revenue.

A ia v . in u *  B rov ig  C hevak Et*»n Em m onan G .im b o ii G o lo v in  m o o c u '  Boy K o fim . k o v u k  M eko fyuK  M o u n ta in  V illa g e  N ew ton N ign tm u tt*  N '.m e 
ft i.n t Si M J i v i  S i M i rn . i t v  Si»*OOnqa immijn Bu . S n .m K i * Shttggn St**t)Dinn T.nu.* Q.t« ee l m M r / . , m
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R e l a t i n g  t o  H B 1 9 2

In  1 9 9 1 , A H F C  d id  a h o u s in g  s tu d y  a n d  d e te rm in e d  th a t  1 6 ,8 6 7  h o u s in g  

u n its  w e re  n e e d e d  fo r  th e  n a tiv e s  in  ru ra l a re a s . S o , th e y  w e n t to  W a s h in g to n  

D C . w ith  in fo rm a tio n  in  h a n d  a n d  s a id  w e  n e e d  m o re  m o n e y  in  ru ra l A la sk a .

H U D  a g re e d  a n d  s a id  th e y  w o u ld  p ro m ise  to  p ro v id e  m o re  fu n d in g  fo r  

c o n s tru c t in g  s o m e  h o u s e s  in ru ra l a re a s  if  A H F C  w o u ld  p ro v id e  so m e  o f  th e  

fu n d s  to o . T h e y  w o rk e d  o u t  an  8 0 /2 0  a r ra n g e m e n t m e a n in g  H U D  w o u ld  p a y  fo r 

8 0 %  o f  p ro je c t  a n d  A H F C  w o u ld  p a y  2 0 % . A H F C  w as  m a n d a te d  b y  th e  

le g is la tu re  to  u se  th e i r  2 0 %  c o n tr ib u tio n  o n ly  fo r  in f ra s tru c tu re  i.e . s e w e r /w a te r  

s y s te m s , e le c tr ic a l  d is tr ib u tio n , ro ad s  a n d  e n e rg y  d e s ig n  fe a tu re s . A n d  I w as  to ld  

th a t th e  H U D  m o n e y  c a n  o n ly  b e  u se d  fo r  th e  c o n s tru c tio n  o f  th e  h o u se s .

O v e r  tim e , th e  R e g io n a l H o u s in g  A u th o r it ie s  h a v e  d is c o v e re d  th a t w h ile  the  

2 0 %  m a y  b e  a d e q u a te  in  m a n y  c a se s , th e re  a is  a re a s  o f  th e  s ta te  w h e re  it is m o re  

c o s tly  to  p u t  th e se  s e rv ic e s  in . In  th o se  c a se s  th e  p ro m o te rs  m u s t  s c ra m b le  fo r  

m o n e y  e ls e w h e re  o r  th e ir  p ro je c t  d o e s n 't  f ly .

A c c o rd in g  to  K a y  G ra h a m  o f  A H F C , th e  a v e ra g e  c o s t s ta te w id e  to  p u t  in  a 

h o u s e  ( e x c lu s iv e  o f  th e  la n d  c o s t)  is b e tw e e n  $ 1 8 5 ,0 0 0  a n d  $ 2 0 0 ,0 0 0  fo r  a b o u t a 

1200  sq . ft. h o u s e .

A H F C  a n d  th e  R e g io n a ls  w a n t th e  le g is la tu re  to  in c re a s e  th e  S u p p le m e n ta l 

H o u s in g  D e v e lo p m e n t  G ra n ts  f ro m  2 0  - 3 0 % . T h is  is n e c e s s a ry  in  o rd e r  to  p u t in  

th e se  1 6 ,0 0 0  p lu s  h o m e s  b e c a u se  o th e rw ise , m a n y  o f  th e se  h o m e s  w o u ld  n o t b e  

a b le  to  b e  b u il t .  T h e  R e g io n a ls  w o rk  h e a v ily  w ith  H U D  to  p u t  in  M u tu a l H e lp  

H o u s in g . " M u tu a l  H e lp "  m e a n s  th a t th e  b o rro w e r , o r  s o m e o n e  o n  h is /h e r  b e h a l f  

m u s t  c o n tr ib u te  $1500  to w a rd  th e  c o s t o f  th e  h o u se  to  b e  b u ilt .  T h e  m in im u m  

p a y m e n t  m a d e  o n  th e se  h o u s e s  is $125 .00  b u t is b a s e d  o n  th e  in c o m e  o f  th e  

b o r ro w e rs .  M o s t  d o  n o t h a v e  a  v e ry  h ig h  in c o m e . T h e s e  p e o p le  liv e  in  th e ir  

h o u s e  fo r  a  c e r ta in  le n g th  o f  tim e , a f te r  w h ic h  H U D  d e e d s  th e  h o u se  o v e r  to  

th e m .



A H F C  h a s  a " L o a n s  to S p o n s o r"  p ro g ra m  w h ich  the  R e g io n a ls  a re  v e ry  

in te re s te d  in . B a s ic a lly , A H F C  lo a n s  a rb itra g e  m o n e y  to th e  R e g io n a l H o u s in g  

A u th o r it ie s  a t z e ro  in te re s t  an d  th e  R e g io n a ls  lo an  m o n e y  to  th e ir  c l ie n ts  a t 

w h a te v e r  in te re s t  ra te  th e y  d e te rm in e . T h is  is o n e  lo a n  p ro g ra m  th a t w il l  b e  

g a in in g  in p o p u la r i ty  as H U D  fu n d s  d ry  u p .

B u t th e  R e g io n a ls  n e e d  m o re  " in f ra s tru c tu re  m o n e y "  (S u p p le m e n ta l  

D e v e lo p m e n t  G ra n ts )  to  a c h ie v e  th e ir  o b je c tiv e  - w h ic h  is to p u t  in  1 6 ,8 6 7  n ew  

u n its .

T h e  R e g io n a ls  w o u ld  a lso  like  to h a v e  th e  s ta tu te s  re la x e d  so  th e y  c a n  lo a n  

to  th e ir  c l ie n ts  in  u rb a n  a re a s  as w e ll as ru ra l. K a y  M u rp h y  s ta te s  th a t y e s , th is  

c o u ld  c o m p e te  w ith  lo c a l b a n k s  b u t  she  d id n 't  th in k  th a t w o u ld  h a p p e n  s in c e  the  

c l ie n ts  fee l m o re  c o m fo r ta b le  w o rk in g  w ith  th e ir  R e g io n a l H o u s in g  A u th o r it ie s . 

U rb a n  a re a s  in c lu d e  A n c h o ra g e  an d  Ju n e a u .

A n o th e r  a s p e c t  o f  th is  B ill w o u ld  lif t th e  re s tr ic tio n  th a t  th e  S u p p le m e n ta l  

D e v e lo p m e n t G ra n t m o n ie s  o n ly  a p p ly  to o n -s ite  s e w e r /w a te r  s y s te m s . T h e  

R e g io n a ls  w a n t th is  e x p a n d e d  to  in c lu d e  o ff -s ite  sy s te m s  as w e ll. T h e  e x a m p le  

g iv e n  w as  th a t i f  10 h o u s e s  w e re  b u il t  an d  h o o k e d  up  to  an  e x is t in g  sy s te m , th a t 

th e  m o n e y  c o u ld  b e  u se d  to  u p g ra d e  th a t sy s te m .
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S U F F Y  A B O U T  T H I S  L O T

S T C FA N  H O U S S C A U  / T *e  Am o c j i m  P ' f «
zabeth II sit Friday with noncommissioned officers of the Irish 

■n Mother presented her annual St. Patrick’s Day gift of shamrocks 
at Chelsea Barracks.

H o u s i n g  

a g e n c y  

u n d e r  f i r e
F e d s  s a y s  A l a s k a n s  
m i s m a n a g i n g  f u n d s
By DAVID HULEN
Daily News .-eooaer

The federal  government  is invest igating 
a l l e g a t i o n s  of w id e s p re a d  m i s m a n a g e ­
m e n t  in i n t e r i o r  A l a s k a ' s  iow-income 
housing agency,  including improper  use of 
cash accounts,  unaccounted-for  materiais.  
ques t ionab le  buying  practices and recent 
cost overruns  on vi llage housing projects 
tota l ing near ly  S3 million.

In a harsh ly  worded report this month, 
the Depa r tm en t  of Housing and Urban 
Deve lopment  saic officials from the Fa i r ­
banks-based  In ter ior  Regional Housing 
A u tho r i ty  falsified documents and m ain ­
tained a series of rhoady  accounting prac ­
tices tha t  have placed the agency's fi­
nances in jeopardy,

HUD told the housing au thori ty  it was 
invest iga t ing allegat ions that  housing a u ­
thori ty  s ta ff  members  used cocaine in the 
agency’s F a i rba nks  office and on village 
housing sites.

The housing au tho r i ty  is one of several  
r e g io n a l  agencies  th a t  spend tens  of 
mil l ions of dol lars each year  bui lding 
low - incom e  h ous ing  and  a d m in i s t e r in g  
federal  rent-subsidy programs to Natives 
The F a i rb a n k s  agency serves more than  40 
vi llages in the Inter ior ,  as well as F a i r ­
banks ,  and most  of its money comes from 
HUD. The agency employed more than 
400 people last year,  m any  of them vi l lag­
ers.

HU D officials in the Anchorage-based 
Alaska  Office of Native American Pro­
grams ear ly  this  month  classified the 
agency as “ h igh- r isk” and in a March 3 
le t te r  ordered all purchases,  contracts,  
personnel  actions and t ravel  approved in 
advance,  and any  ongoing construct ion 
projects  stopped.

" O u r  review has not been completed in 
all areas  of operat ions,"  said the letter,  
s ig ned  by  H U D  a d m i n i s t r a t o r  Marl in  
Knight .  "However ,  we have confirmed 
that  ser ious deficiencies exist. . . . More­
over  we are not satisfied with the current  
m a n a g e m e n t ’s abi l i ty  a n d /o r  actions in

Please see  8ack Fage, HOUSING

m  h o  l r » c t  / ' n n t r n l  c a :i T T „ , . a v  I r a a i  D O l i c e
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H O U S I N G :  F e d s  s a y  A l a s k a
Coniinued from Page A-t

dealing with these serious problems."
Auditors,  who have been rev iewing the 

housing a u th o r i ty ’s books since January ,  
still aren ' t  sure how bad the problems 
are, the le t ter  said.

"The full extent of the financial  crisi:  
is unknown due to the housing author  

i ty ’s fai iure  to m ain ta in  a w orkab le  ac­
counting system capable  of prov iding cu r ­
rent in format ion ,"  the report  said.

Officials with the housing au tho r i ty  did 
not re turn telephone calls on Fr iday!  The 
agency is run by a f ive-member board of 
commissioners appo inted  by the Tanana 
Chiefs Conference, the Inter ior  Nat ive 
non-profit  heal th  and social service agen­
cy.

The HUD report has been the object of 
ciosed-door meetings this week at the

Tanana  Chiefs'  annual  convention in F a i r ­
banks .  T a n a n a  Ch ie fs  P r e s id e n t  Will 
Mayo told the F a i rba nks  Daily News-Min- 
er his agency would have no comment  
unt il  an ongoing audit  by HUD -was 
completed.

"My react ion to the allegat ions is l e t ’s 
get the facts," Mayo said. "These, as far  
as I’m concerned at this point,  are a l l ega­
tions. We want  to get to the bot tom of all 
of i t ."

The allegations are out lined in a two- 
page le t ter  and an eight-page accompany­
ing report sent  to the agency and obtained 
by the Anchorage Daily Ne ,vs. The docu­
ments  said:

•The re  are  “ v i r tua l ly  no internal  b u d ­
get controls in place" at the housing 
author i ty ,  and  this  led to overruns  of 
nearly  S3 mil lion on housing projects  last 
year  in Tok, Nikolai  and Northway.  To

k P a g e _______________________________________________________

a g e n c y  m i s m a n a g e d  f u n d s
cover the overruns,  the report  said, offi­
cials imprope rly  diver ted  almost  S2 mil­
lion from housing projects  ea rm arked  for 
the vi llages  of Cha lkyi t s ik ,  Husl ia,  Birch 
Creek, Ram par t  and Ruby.

• About  5500,000 in cash from homebuy- 
er equi ty  accounts was improperly spent 
covering the construct ion cost overruns.

• The lack of internal  financial  controls 
"has  resul ted in numerous  violat ions of 
(federal) procurement  regulations as well 
as massive cost overruns.  . . . "

• HUD is invest igat ing "several  a llega­
t ions . . .  concerning cer ta in  s taff  m em ­
bers using cocaine dur ing office hours in 
the office and  on vi llage housing s i tes.”

• One of the agency’s board members ,  
and a board  m e m b e r ’s spouse, were hired 
to work  on housing au th o r i ty  jobs, in 
v io la t i o n  of  fede ra l  confl ic t -o f - in te re s t  
rules.

•T h e  agency " lacks t ra in ing  and  com ­
petent  s taff  a t  key m anagem en t  posi­
t ions ."  The former  execut ive d irecto r  of 
the agency, Spud Williams, res igned in 
[ camber, But the repor t  says o the r  
housing au th o r i ty  officials, including act ­
ing e xecu t ive  d i r e c t o r  Ve lma Car ro l l ,  
share  responsibi l i ty  for the problems.

The agency’s financial condi t ion "has  
deter iorated to the point  tha t  the overall  
f inancial condi tion is in j eopa rdy ,"  the 
report said. The agency could not provide 
HUD audi tors  wi th  basic  financial infor ­
mation,  the repor t  says. Aud itors  la ter  
dete rmined  the a u tho r i ty  owes more  than 
5430,000 to credi tors.

Carrol l  did not re tu rn  phone calls on 
Fr iday ,  nor  did HUD officials in A nchor­
age. It was unc lea r  wha t  led to the HUD 
invest igation.
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Alaska Office of Native American Programs 
University Plaza Building 
949 East 36th Avenue, Suite 401 
Anchorage, AK 99508-4399

.MAR . 3 1995

C l a r e n c e  Alexander, C h a i r m a n
B o a r d  of C o m m i s s i o n e r s
I n t e r i o r  R e g i o n a l  H o u s i n g  A u t h o r i t y
G e n e r a l  D e l i v e r y
Ft. Yukon, A l a s k a  99740

D e a r  Mr. A l e xander:

Subject: C o r r e c t i v e  A c t i o n  O r d e r

O n  J a n u a r y  20, 1995, y o u  w e r e  n o t i f i e d  of o u r  c o n c e r n  of 
r e p o r t e d  "jross" m i s m a n a g e m e n t  p r a c t i c e s  at I n t e r i o r  R e g i o n a l  
H o u s i n g  A u t h o r i t y  (IRHA) w h i c h  r e s u l t e d  in cost o v e r r u n s  of at 
least $2,700,000, u n a c c o u n t e d  m a t e r i a l s  i n v e n t o r y  of s u b s t a n t i a l  
value, n u m e r o u s  q u e s t i o n a b l e  p r o c u r e m e n t  practices, a n d  
n e g l i g e n c e  in IRHA's f i d u c i a r y  r e s p o n s i b i l i t y  w i t h  its h o m e b u y e r s  
e q u i t y  a c c o u n t s  e s t i m a t e d  at $500, 0 ) 0 .  Additi o n a l l y ,  we  h a v e  
r e v i e w e d  d o c u m e n t s  p r o v i d e d  us w h i c h  r e v e a l  IRHA's m a n a g e m e n t  
w i t h  f a l s e l y  c e r t i f y i n g  d o c u m e n t s .

D u e  to the s e r i o u s n e s s  of w h a t  has b e e n  r e p o r t e d  a n d  
a l l e g a t i o n s  of o t h e r  i m p r o p e r  conduct, s taff m e m b e r s  f r o m  o u r  
o f f i c e  ha v e  b e e n  c o n d u c t i n g  o n - s i t e  r e v i e w s  at IRHA. O u r  r e v i e w  
has not b e e n  c o m p l e t e d  i n  all a r e a s  of operations. However, we 
have c o n f i r m e d  that s e r i o u s  d e f i c i e n c i e s  e x ist at IRHA. M o r e o v e r  
we a r e  not s a t i s f i e d  w i t h  the c u r r e n t  m a n a g e m e n t ' s  a b i l i t y  a n d / o r  
a c t i o n s  in d e a l i n g  w i t h  t h e s e  s e r i o u s  problems.

U n d £ r  a u t h o r i t y  of 24 C F R  9 0 5 . 1 3 5  (d), a C o r r e c t i v e  A c t i o n  
O r d e r  is i m p o s e d  d e s i g n a t i n g  I R H A  as " H igh R i s k " . A c c o r d i n g l y ,  
p r e v i o u s  a u t h o r i z a t i o n  to c e r t i f y  o r  p r o c e e d  w i t h o u t  H U D  a p p r o v a l  
is h e r e b y  rescinded. A d d i t i o n a l l y ,  t h e  f o l l o w i n g  r e s t r i c t i o n s  
ar e  h e r e b y  e f f e c t i v e  as of the d a t e  of th i s  Order.

1. Procurement: a n d  c o n t r a c t i n g  a u t h o r i t y  is w i t h d r a w n  a n d  
r e q u i r e s  p r i o r  a p p r o v a l  of the A l a s k a  o f f i c e  of N a t i v e  
A m e r i c a n  P r o g r a m s  ( A D N A P ) .

2. A u t h o r i t y  to p r o c e e d  w i t h  D e v e l opment, C o m p r e h e n s i v e  
I m p r o v e m e n t  P r o g r a m  or  c o m p r e h e n s i v e  G rant P r o g r a m  
a c t i v i t i e s  is s u s pended.

3. A u t h o r i t y  to p r o c e e d  w i t h  Deve l o p m e n t ,  CI A P  o r  
C o m p r e h e n s i v e  G r a n t  P r o g r a m  p r o j e c t s  u s i n g  F o r c e  
A c c o u n t  is r e s c i n d e d .

4 . A u t h o r i t y  to p r o c e e d  w i t h  i n - h o u s e  a r c h i t e c t u r a l  
s e r v i c e s  is r e s cinded.
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5. . M l  r e c r u i t i n g ,  r a - a s s i g n m e n t s , t e r m i n a t i o n  or o t h e r  
p e r s o n n e l  a c t i o n s  r e t r o a c t i v e  to o u r  J a n u a r y  23, 1995 c n  
s i t e  monitor-iug visit, r e q u i r e s  p r i o r  c o n c u r r e n c e  of the 
A O N A P .

6. A l l  o u t - o f - r e g i o n  travel r e q u i r e s  p r i o r  app r o v a l  of the

I R H A  is r e q u i r e d  to r e s p o n d  in w r i t i n g  w i t h  a M a n a g e m e n t  
I m p r o v e m e n t  P l a n  w h i c h  d e s c r i b e s  i n  d e t a i l  a c t ions to c o r r e c t  the 
e x i s t i n g  d e f i c i e n c i e s  as d e s c r i b e d  herein, The p l a n  m u s t  be  
r e s p o n s i v e  to the deficiencies, c o r r e c t i v e  actions a n d  t i m e f r a m e s  
noted. T h e  plan, m u s t  b e  a p p r o v e d  a n d  m o n i t o r e d  b y  the B o a r d  of 
C o m m i s s i o n e r s  a n d  is s u b j e c t  to H U D  approval.

Y o u  m a y  r e q u e s t  r e c o n s i d e r a t i o n  of the a b o v e  a c t i o n s  b y  
s u b m i t t i n g  to o u r  o f f i c e  b y  M a r c h  20, 1995, w r i t t e n  e v i d e n c e  that 
the c o n d i t i o n s  c i t e d  in the d e f i c i e n c y  h a v e  be e n  remedied.

I n  a n y  case, a n  a p p r o v e d  MIP, w h i c h  a d e q u a t e l y  a d d r e s s e s  
ea c h  of the c o r r e c t i v e  a c t ions b y  the r e q u i r e d  t i m e f r a m e s  s h a l l  
be p r e p a r e d  b y  I R H A  a n d  s u b m i t t e d  to this office w i t h i n  45 days. 
A d d i t i o n a l l y ,  the B o a r d  is r e q u i r e d  to e x e c u t e  an a m e n d m e n t  to 
the A n n u a l  C o n t r i b u t i o n s  C o n t r a c t  (ACC) No. S-S3 to maJce the 
c o r r e c t i v e  a c t i o n s  i d e n t i f i e d  i n  th i s  O r d e r  a c o n d i t i o n  of the 
ACC. A  c o p y  of the a m e n d m e n t  is e n c l o s e d  f o r  y o u r  e x e c u t i o n .

If you h a v e  a n y  q u e s t i o n s  r e g a r d i n g  the c o n tent of this 
C o r r e c t i v e  A c t i o n  Order, y o u  m a y  call m e  at 271-4633.

A t t a c h m e n t

cc:
B o a r d  of C o m m i s s i o n e r s
V e l m a  C a r r o l l ,  A c t i n g  E x e c u t i v e  D i r e c t o r
Wi l l  Mayo, E x e c u t i v e  Director, T a n a n a  C h i e f s  C o n f e r e n c e

AO N A P .

S i n c e r e l y

M a r l i n  Kn i g h t  
A d m i n i s t r a t o r
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D E F IC IE N C IE S

D E F I C I E N C Y  #li I R H A  IS FINANC I A L L Y  U N S T A B L E

Federal R e g u l a t i o n s  at 24 CFR 905.135 r e q uire finan c i a l  
s t a b i l i t y  as a n e c e s s a r y  element of a d m i n i s t r a t i v e  c a p a b i l i t y  and 
r e quires the I H A  to meet the standards set f o r t h  in 24 CFR, Part 
85. In addition, the Mutual Help A n n u a l  C o n t r i b u t i o n s  Contract 
(ACC) requires an IHA to administer its o p e r a t i o n s  in such a 
m a n n e r  "as to p r o m o t e  serviceability, efficiency, economy, and 
s t a b i l i t y . ..".

The full ex t e n t  of the financial crisis at I R H A  is u n k nown 
due to the h o u s i n g  author i t y ' s  failure to m a i n t a i n  a workable 
a c c o u n t i n g  system capable of p r o v i d i n g  c u r r e n t  i n f o r m a t i o n  and 
the lack of in t e r n a l  controls to s a f e g u a r d  h o u s i n g  a u t h o r i t y  
a s s e t s .

There are v i r t u a l l y  no internal b u d g e t  c o n t r o l s  in place at 
IRHA. All rev e n u e s  e n t e r  a r e v o l v i n g  account w h i c h  earns 
interest. The m a j o r i t y  of revenues d e p o s i t e d  in this account 
come fr o m  HUD Development, CIAP, C o m p r e h e n s i v e  G r a n t  p r o g r a m s  a s  

well as O p e r a t i n g  Subsidy, A d m i n i s t r a t i o n  Fees, S e c u r i t y  Deposits 
a n d  h o m e b u y e r  M E P A  funds. IRHA c u r r e n t l y  has no internal 
c ontrols in p l a c e  to t r a c k  project s p e c i f i c  e x p e n d i t u r e s  from the 
r e v o l v i n g  account.

This lack of  internal budget c o n t r o l s  has led to r e p o r t e d  
cost o v erruns of $1.6 m i l l i o n  and $ 3 80,000 in the T o k  a n d  Nikolai 
force account developments, respectively. T o  offset these cost 
overruns, IRHA has i n a p p r o p r i a t e l y  r e q u i s i t i o n e d  a p p r o x i m a t e l y  
$1.95 m i l l i o n  in D e v e l o p m e n t  funds f r o m  tha Chalkyitsik, Huslia, 
3 i r c h  Creek, R a m p a r t  a n d  Ru b y  force a c c o u n t  d e v e lopments. THE 
D I V E R S I O N  OF D E V E L O P M E N T  FUNDS TO COVER. CO S T  O V E R R U N S  HAS 
E N D A N G E R E D  IRHA'S A B I L I T Y  TO C O MPLETE T H ESE DEVELOPMENTS.

There is a l s o  a p p r o x i m a t e l y  $500,000 in cash M E P A  that was 
d i v e r t e d  to c o v e r  overruns. IRHA has not r e c o n c i l e d  the Tenant 
A c c o u n t s  R e c e i v a b l e  to determine the exact amount of cash M E P A  
that sho u l d  be i n v e s t e d  o n  behalf of the h o m e b u y e r s  o r  i n terest 
that sh o u l d  have b e e n  ea r n e d  on M E P A  f u n d s .

IRHA c u r r e n t l y  has insufficient n o n - H U E _ f u n d s  a v a i l a b l e  to 
c over their d e v e l o p m e n t  cost o verruns and short a g e s  in their 
h o m e b u y e r  M E P A  accounts.
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C o r r e c t i v e  Actions:

1. Expedite the p r o c u r e m e n t  and c o m p l e t i o n  of an e x p a n d e d  scope 
audit for FY 1994, i n c o r p o r a t i n g  the scope of wo r k  ou t l i n e d  
in our F e b r u a r y  7, 1995 letter, w i t h  an a c c e l e r a t e d  
co m p l e t i o n  date f o r  a draft report to b e  s u b m i t t e d  to the 
A O N A P  on o r  b e f o r e  M a y  1, 1995.

2. Submit to the A O N A P  b y  M a r c h  31, 1995, the f o l l owing 
infor m a t i o n  for the m o n t h  of F e b r u a r y  1995. Thereafter, 
submit the i n f o r m a t i o n  b y  the 30 t h  of the f o l l o w i n g  month, 
until o t h e r w i s e  notified:

a. R e c o n c i l e d  b a n k  s t a t e m e n t s  for all b a n k  ac c o u n t s  
including i n v e s t m e n t s .

b. M o n t h l y  c h e c k  register.
c. M o n t h l y  g e n e r a l  ladg e r / t r i a l  balance.
d. M o n t h l y  a g e d  a c c o u n t s  p a y a b l e  listings r e f l e c t i n g

o u t s t a n d i n g  v e n d o r  i n voices b y  p r o g r a m  and project.
e. M o n t h l y  a g e d  T e n a n t / H o m e b u y e r  r e c o n c i l e d  A c c o u n t s

Rec e i v a b l e  logs i n c l u d i n g  d e l i n q u e n t  a m o u n t s  due.

3. D e v elop a n d  submit to the A O N A P  a financial a c t i o n  p l a n  
w h i c h  addresses the o n g o i n g  o p e r a t i n g  exp e n s e s  of the IHA, 
overages of b u d g e t  expenditures, r e p l a c e m e n t  of MEPA, 
replacement of an a d e q u a t e  r e s erve and p a y m e n t  of 
o u t s t a n d i n g  v e n d o r s  b y  M a y  15, 1995.

D E F I C I E N C Y  #2: IRHA L A C K S  M A N A G E M E N T  SYSTEMS R E Q U I R E D  TO CONTROL
ITS A S S E T S  R E S U L T I N G  IN THE M I S M A N A G E M E N T  A N D  
M I S U S E  O F  F E D E R A L  FUNDS A M D  N O N r C O M P L I A N C E  N I T S  
T H E  T E R M S  A M D  C O N D I T I O N S  Q ?  PRE V I O U S  A M A R U S .

Federal R e g u l a t i o n s  at 24 C F R  905.160 (b)(a) state: "Each 
IHA shall adopt, p r o m u l g a t e ,  and c o m p l y  with, rules or 
r e g u l a t i o n s  for the p r o c u r e m e n t  and a d m i n i s t r a t i o n  of supplies, 
materials, services, a n d  e q u i p m e n t  in c o n n e c t i o n  w i t h  the 
d e v e l o p m e n t  and o p e r a t i o n  of p r o j e c t s . . . 11

Further, F e d e r a l  R e g u l a t i o n s  at 24 C F R  905.215 ( a ) ( 6 ) (ii) 
s tate the use of Che F o r c e  Acco u n t  m e t h o d  can o n l y  be a u t h o r i z e d  
if an I H A  pro v i d e s  j u s t i f i c a t i o n  that d e m o n s t r a t e s  it has the 
techn i c a l  and a d m i n i s t r a t i v e  c a p a b i l i t i e s  to com p l e t e  the project 
w i t h i n  the p r o j e c t e d  time and budget.

T h e  lack of i n t e r n a l  finan c i a l  a n d  m a n a g e m e n t  c o n t r o l s  at 
I R H A  has re s u l t e d  in n u m e r o u s  v i o l a t i o n s  of 24 CFR 35 procur e m e n t  
regula t i o n s  as well as m a s s i v e  cost o v erruns to IRHA's force
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a c c o u n t  d e v e l o p m e n t s  in Tok and Nikolai, and the A K 9 4 B 0 0 7 7 0 1 - 9 3  
C o m p r e h e n s i v e  G rant P r o g r a m  (CGP) p r o j e c t  in Northway.

I R H A  had p r o v i d e d  w r i t t e n  c e r t i f i c a t i o n  s t a t i n g  t heir 
p r o c u r e m e n t  p r a c t i c e s  were in c o m p l i a n c e  w i t h  the h o u s i n g  
a u t h o r i t y ' s  p r o c u r e m e n t  p o l i c y  and the r e q u i r e m e n t s  of 24 CFR 
Part 85. The sub m i s s i o n  of false c e r t i f i c a t i o n s  is a v i o l a t i o n  
of 24 C F R  905.160 (2).

A  r e v i e w  of IRHA's p r o c u r e m e n t  files i d e n t i f i e d  a n u m b e r  of 
s e r i o u s  p r o c u r e m e n t  vio l a t i o n s  i n c l u d i n g  the p u r c h a s e  of a 
$43,500 r i v e r  b a rge w i t h  no re c o r d  i n d i c a t i n g  the r e q u i r e d  
p r o c u r e m e n t  process had b e e n  followed. IRHA a p p a r e n t l y  a w a r d e d  a 
s o l e - s o u r c e  m a t e r i a l s  contract for the p r o c u r e m e n t  of w i n d o w s  
a f t e r  i n i t i a l l y  a w a r d i n g  a c o n tact to the a p p a r e n t  low b i d d e r  in 
a s e a l e d  bid procurement. N u m e r o u s  complaints, i n c l u d i n g  
C o n g r e s s i o n a l  inquiries, have also b e e n  r e c e i v e d  fr o m  v e n d o r s  
r e g a r d i n g  IRHA's que s t i o n a b l e  practices.

The lack of an effective c o n t r a c t  m a n a g e m e n t  s y s t e m  has 
r e s u l t e d  in a m y r i a d  of u n a d d r e s s e d  c o n s t r u c t i o n  issues i n c l u d i n g  
cost o v e r r u n s  in e x c e s s  of $1.9 m i l l i o n  for the T o k  a n d  N i k o l a i  
force a c c o u n t  deve l o p m e n t s  and $ 6 0 0 , 0 0 0  for the A K - 7 0 1  CGP 
project, in Northway.

T h e s e  cost overruns have a p p a r e n t l y  b e e n  offset, in part, 
u s i n g  $1.95 m i l l i o n  in d e v e l o p m e n t  funds o b l i g a t e d  to the 
Chalkyitsik, Huslia, B i r c h  Creek, R a m p a r t  and R u b y  d e v e l o p m e n t s  
as v/ell as the cha r g i n g  of T o k  (Northway) d e v e l o p m e n t  c o sts to 
the A K - 7 0 1  N o r t h w a y  CGP project.

T h e s e  actions are in direct v i o l a t i o n  of IRHA's A n n u a l  
C o n t r i b u t i o n s  Contract A m e n d m e n t s  for t h e s e  d e v e l o p m e n t s .
Further; the d i v e r s i o n  of funds f r o m  these d e v e l o p m e n t s  to cover 
cost o v e r r u n s  has s e r i o u s l y  i m p a i r e d  IRHA's a b i l i t y  to c o m p l e t e  
the Chalkyitsik, Huslia, B i r c h  Creek, R a m p a r t  a n d  R u b y  
develo p m e n t s .

A  l a c k  of i n v e n t o r y  control, q u a l i t y  control, a n d  
m a i n t e n a n c e  of critical records has f u r t h e r  e x p o s e d  I R H A  to the 
loss of p r o p e r t y  and m i s u s e / w a s t e  of d e v e l o p m e n t  a n d  
m o d e r n i z a t i o n  funds u nder force a c c o u n t  c o n struction.

C o r r e c t i v e  A c t i o n s :

1 . P r o v i d e  an i t e m i z e d  inventory; o n  a p r o j e c t  s p e c i f i c  basis, 
of all materials, supplies, e x p e n d a b l e  a n d  n o n e x p e n d a b l e  
equipment, for all active Development, CIAP and 
C o m p r e h e n s i v e  Grant projects, I d e n t i f y  the l o c a t i o n  and 
p r o v i s i o n s  for secure s t o rage o f  all i d e n t i f i e d  inventory. 
I t e m i z e d  i n ventories must be s u b m i t t e d  to the A O N A P  o n  or
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b e f o r e  M a y  i, 1995.

2. C o m p l e t e  an on-site, unit b y  u n i t  a s s essment of the 
c o n s t r u c t i o n  3tatus for all a c t i v e  Development, CIAP and 
C o m p r e h e n s i v e  Gant projects. P r o j e c t  specific status 
r e p o r t s  m u s t  be s u b m i t t e d  to the A O N A P  on  o r  before M a y  15, 
1995.

3. D e v e l o p  a n d  implement q u a l i t y  control, i n v e n t o r y  control, 
a n d  p r o c u r e m e n t  control p r o c e d u r e s  for Develo p m e n t  a n d  
C o m p r e h e n s i v e  Grant P r o g r a m  projects. W r i t t e n  p r o c e d u r e s  
m u s t  be s u b m i t t e d  to the A O N A P  for r e v i e w  a n d  approval on  o r  
b e f o r e  J u n e  1, 1995.

4. D e v e l o p  a F o r c e  A c c ount M a n a g e m e n t  Plan w h i c h  details the 
p r o c e s s  f o r  the impl e m e n t a t i o n  a n d  a d m i n i s t r a t i o n  of a force 
a c c o u n t  p r o g r a m  to complete D e v e l o p m e n t  and CGP projects.
The m a n a g e m e n t  p l a n  must be s u b m i t t e d  f o r  A O N A P  approval o n  
or b e f o r e  J u n e  1, 1995.

A p p r o v a l  of a n y  Force A c c o u n t  a c t i v i t i e s  wi l l  be further 
c o n t i n g e n t  u p o n  the f o l l owing m o n t h l y  r e p o r t i n g  
r e q u i r e m e n t s :

a. P r o ject s p ecific d e v e l o p m e n t  cost control statements.
b. P r o j e c t  c o n s t r u c t i o n  sc h e d u l e  update. Actual p r o j e c t

p r o g r e s s  should be t r a c k e d  a n d  rec o r d e d  for re v i e w  
a g a i n s t  o riginal Project C o n s t r u c t i o n  Schedule.

c. I t e m i z e d  Schedule of A m o u n t s  f o r  the p r o ject w h i c h  
al l o w s  for the c o m p a r i s o n  of the project budget to 
c o s t s  i n c u r r e d / o b l i g a t e d  a n d  n u m b e r  of units in place. 
(HUD F o r m  51000 is r e c o m m e n d e d  for use)

d. . C o p i e s  of inspection r e p o r t s  for all inspections
c o m p leted.

e. P r o j e c t  P r ocurement R e g i s t e r / L o g  w h i c h  identifies 
f ormal p r o c u r e m e n t  act i v i t i e s  completed.

f. P r o j e c t  s pecific Change O r d e r  registers.
g. P r o j e c t  s pecific Check Registers.

D E F I C I E N C Y  #3; I R H A  UACK3 T R A INED A N P  C O M P E T S H T  3 T A ? F_AT S g Y  
M A N A G E M E N T  POSITIONS

I R H A  is d e f i c i e n t  in a d m i n i s t r a t i v e  c a p a b i l i t y  u n der the 
r e g u l a t i o n s  at 24 CFR 905.135(b) (1) (v) in. that it lacks p r o p e r l y  
t r a i n e d  a n d  c o m p e t e n t  personnel at k e y  m a n a g e m e n t  positions. The 
m a g n i t u d e  of the financial crisis r equires competent, 
p r o f e s s i o n a l ,  a n d  s k i l l e d  lea d e r s h i p  to resolve the ide n t i f i e d  
d e f i c i e n c i e s  a n d  to achieve a d m i n i s t r a t i v e  a n d  financial 
ca p a b i l i t y .  A l t h o u g h  the p r evious E x e c u t i v e  D i r e c t o r  has 
resigned, o t h e r  k e y  man a g e m e n t  staff, s p e c i f i c a l l y  the staff
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Ac c o u n t a n t  and the c u r rent A c t i n g  E x e c u t i v e  D i r e c t o r  shares 
r e s p o n s i b i l i t y  in the current c o n d i t i o n  of IRHA. N e i t h e r  has 
e x h i b i t e d  the c a p a b i l i t y  or the l e a d e r s h i p  co make pr o g r e s s  
to w a r d  .resolving i d e n t i f i e d  man a g e m e n t  and f i n a n c i a l  
d e f i c i e n c i e s .

IRHA f i n a n c i a l  o p e rations have d e t e r i o r a t e d  to the point 
that the o v e r a l l  f i n a n c i a l  c o n d i t i o n  is in jeopardy. During 
HUD's onsite v i s i t s  b e t w e e n  J a n u a r y  23 a n d  F e b r u a r y  2, 1954, the 
Staff A c c o u n t a n t  c o u l d  not provide r e l i a b l e  f i n a n c i a l  data to 
support m a n y  b a s i c  finan c i a l  functions. D u r i n g  the J a n u a r y  17, 
1995 meeting, the S t a f f  A c c o u n t a n t  r e p o r t e d  that there were no 
past due a c c o u n t s  payable; yet HUD's s u b sequent o n - s i t e  visit two 
weeks Later d i s c l o s e d  an  excess of $430,000 of a c c o u n t s  payable.

O t h e r  u n e t h i c a l  actions b y  the Staff A c c o u n t a n t  include the 
a l t e r i n g  of h e r  o w n  timesheets. In one s p e c i f i c  instance, this 
of f i c e  o b t a i n e d  a n  o r i g i n a l  timesheet w h i c h  r e f l e c t e d  sick leave 
t a k e n  for o v e r  a m o n t h ' s  a b s ence a r o u n d  T h a n k s g i v i n g  1994; yet 
a n o t h e r  t i m e s h e e t  w a s  a t t a c h e d  to p a y r o l l  c h e c k  w h i c h  indicated 
that no leave was t a k e n  d u r i n g  this time p e r i o d  of absence.

P r o f e s s i o n a l  a n d  compe t e n t  l e a d e r s h i p  is cri t i c a l  
i-mniftrH ̂ t e l v  in o r d e r  to implement actions r e q u i r e d  to achieve 
financial s t a b i l i t y  a n d  to remove r e s t r i c t i o n s  for p r o c e e d i n g  
w i t h  d e v e l o p m e n t  a n d  modernization.

C o r r e c t i v e  A c tions;

1. I m m e d i a t e l y  issue a Request for Proposals (RFP) to recruit 
an e x e c u t i v e  d i r e c t o r  by  an o u t side p r o f e s s i o n a l  firm. A 
list of b e s t  q u a l i f i e d  a p p l i c a n t s  s h o u l d  be p r o v i d e d  to the 
3 o a r a  to interview. The* A ONAP will be p r o v i d e d  w i t h  the 
list and the B o a r d ' s  choice for review. The p r o c u r e m e n t  of 
s ervices a n d  r e c r u i t m e n t  of a q u a l i f i e d  e x e c u t i v e  d i rector 
must be c o m p l e t e d  o n  or before A p ril 30, 1995.

D e f i c i e n c y  #4; Nbncoaplian.ee w i t h  T e r n s  a n d  C o n d i t i o n n  of the 
F e d e r a l  R e g u l a t i o n s  a n d  A n n u a l  C o n t r i b u t i o n s  
C o n t r a c t

A. F o rce A c c o u n t  W a g e s  not i n c l u d e d  as H o m e b u y e r  Income

IRHA e m p l o y e d  o v e r  400 force account e m p l o y e e s  m  their 
m o d e r n i z a t i o n  a n d  d e v e l o p m e n t  b u d gets in. fiscal y e a r  1994. 
Several of t h e s e  e m p l o y e e s  were a l s o  IR H A  h o m e b u y e r s .

In a c c o r d a n c e  w i t h  24 CFR 905.102. A n n u a l  in c o m e  is the 
a n t i c i p a t e d  t o t a l  i n c o m e  from all s o u r c e s . . . i t  Is the "full 
amount, b e f o r e  a n y  p a y r o l l  deductions, of w a g e s  a n d  salaries, 
o v e r t i m e  pay.." S e c t i o n  G. of the IRHA A d m i s s i o n s  a n d  O c c u p a n c y
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Policy, scates:

"Failure to report all income will result in
retroactive r e q u i r e d  m o n t h l y  payment c h a r g e s .
Hom e b u y e r s  are r e q u i r e d  to report i m m e d i a t e l y  any
changes in income o r  h o u s e h o l d  composition."

In r e v i e w i n g  seve r a l  h o m e b u y e r  files, it was d i s c l o s e d  that 
force account wages ha v e  g e n e r a l l y  not b e e n  i n c l u d e d  in 
homebuyers' annual income a n d  in c a l c u l a t i o n  of t h e i r  m o n t h l y  
h o m e b u y e r  payments. It is the r e s p o n s i b i l i t y  of the h o m e b u y e r  to 
re p o r t  increases in income, as we l l  as the IRHA.

Of serious note is that two of these e m p l o y e e s  were a IRHA 
B o a r d  C o m m i s s i o n e r  a n d  a C o m m i s s i o n e r ' s  spouse. A c c o r d i n g  to 
t h eir FY 1994 W-2 Wa g e  and Tax Sta t e m e n t s  for 1994, the 
C o m m i s s i o n e r ' s  s a l a r y  was 521 , 4 1 0 . 9 5  and the C o m m i s s i o n e r ' s  
sp o u s e ' s  income was $34,223.63.

In m a n a g i n g  a force account program, IR H A  s h o u l d  have 
e s t a b l i s h e d  internal c o o r d i n a t i o n  p r o c e d u r e s  b e t w e e n  departments. 
U p o n  hire, h o m ebuyers must be m a d e  aware of t h e i r  r e s p o n s i b i l i t y  
to report income i n c r e a s e s . A c c o u n t i n g  staff s h o u l d  n o t i f y  
h o u s i n g  services staff of h o m e b u y e r  hires to s c h e d u l e  i n t erim 
r e c e r t i f i c a t i o n s  and to c o m p l e t e  p a y r o l l  d e d u c t i o n s  for any 
d e l i n q u e n c i e s  owing.

B. U n a u t h o r i z e d  IR H A  E m p l o y m e n t  a n d  C o n f l i c t  of I n t e r e s t  for
Two Co m m i s s i o n e r s

In acc o r d a n c e  F e d eral r e g u l a t i o n s  24 C F R  905.130, "A member 
cf the IHA's B o a r d  of C o m m i s s i o n e r s  shall not be e l i g i b l e  for 
e m p l o y m e n t  b y  the IHA, except u n d e r  e x t r e m e l y  unus u a l  
c i r c u m s t a n c e s  w h ere it is d o c u m e n t e d  that no one ex c e p t  the 
c o m m i s s i o n e r  is q u a l i f i e d  for the p o s i t i o n  and w h e r e  the HUD 
f i e l d  office a pproves i n  a d v ance of the hiring." As n o t e d  above 
one of the C o m m i s s i o n e r s  was e m p l o y e d  on a f o r c e  a c c o u n t  crew, 
a l t h o u g h  w r i t t e n  H U D  a p p r o v a l  was not obtained.

In acc o r d a n c e  w i t h  the Ann u a l  C o n t r i b u t i o n s  Contract,
A r t i c l e  7.4. req u i r e s  B o a r d  m e m b e r s  to d i s c l o s e  a n y  interest, 
d i r e c t  o r  indirect, in a n y  p r o j e c t  of the IHA in w r i t i n g  to the 
IHA, and shall i m m e d i a t e l y  d i s c l o s e  their i nterest u p o n  the 
m i n u t e s  of the IHA. E m p l o y m e n t  of a spouse, w h i c h  r e s u l t e d  in an 
f a m i l y  in c o m e  i n crease of $36,223 sh o u l d  h a v e  b e e n  disclosed.

C. N o n c o m p l i a n c e  w i t h  M u t u a l  H e l p  P r o g r a m  C o n v e y a n c e
R e q u i r e m e n t s

F e d eral r e g u l a t i o n s  24 CFR 9 5 0 . 4 4 0 ( e ) (5) s t a t e s  that, 
r e g a r d i n g  the c o n v e y a n c e  of s. Mu t u a l  Help home, "The r e q u i r e d  
d o c u m e n t s  shall be a p p r o v e d  by  the A t t o r n e y s  r e p r e s e n t i n g  the
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I H A " . Of the ten conveyance files s e l e c t e d  for review, no n e  were 
a p p r o v e d  b y  a n  attorney.

Part ( e ) (6) states that "After conveyance, all h o m e b u y e r  
funds h e l d  o r  r e c e i v e d  b y  the IHA from the sale of a unit i n  a 
p r o j e c t  f i n a n c e d  with grants shall be he l d  sep a r a t e  from o t h e r  
p r o j e c t  funds, a n d  shall be u s e d  for p u r p o s e s  r e l a t e d  to low 
income h o u s i n g  use, as a p p r o v e d  b y  HUT)". I R H A  has d e p o s i t e d  
p r o c e e d s  from c o n v e y a n c e s  of h o mes in its G e n e r a l  F u n d  Ba n k  
account, w h e r e  it is i n t e r m i n g l e d  w i t h  funds d e p o s i t e d  for 
operations, d e v e l o p m e n t  a n d  m o d e r n i z a t i o n  projects. Th i s  a c t i o n  
is in d i r e c t  o p p o s i t i o n  to H U D  requirements.

C o r r e c t i v e  A c t i o n s :

1. D e v e l o p  internal c o o r d i n a t i o n  p r o c e d u r e s  to ens u r e  that IHA 
sal a r i e s  of h o m e b u y e r / t e n a n t  families are i n c l u d e d  in their 
total f a m i l y  income. En s u r e  these p r o c e d u r e s  are i n c l u d e d  
in y o u r  Force A c c o u n t  M a n a g e m e n t  Plan.

2. R e v i e w  Commissioners'' a c t i o n s  to d e t e r m i n e  a p p r o p r i a t e  
a c t i o n s  r e g a r d i n g  repayment a n d  disclosure. I n c lude y o u r  
a c t i o n s  i n  y o u r  MIP response.

3. O b t a i n  legal approval of all c o n v e y a n c e s  to d e t e r m i n e  
w h e t h e r  d o c u m e n t s  are in c o m p l i a n c e  wi t h  the t e rms of the 
M H O A  and a p p l i c a b l e  laws a n d  regulations. P r o v i d e  c o p i e s  of 
the IHA's A t t o r n e y  letter a p p r o v i n g  e a c h  conveyance.
D e v e l o p  w r i t t e n  c o n veyance p o l i c i e s  to en s u r e  I H A  a t t o r n e y  
a p p r o v a l  of future conveyances.

4. Instruct y o u r  I ndependent A u d i t o r  to v e r i f y  that all 
c o n v e y a n c e  oroceeds, arc i d e n t i f i e d  and d e p o s i t e d  into a 
s e p a r a t e  b a n k  accounc e s p e c i a l l y  e s t a b l i s h e d  for this 
purpose, r e c o r d  the amount to A c c o u n t  2854, R e p l a c e m e n t  
Reserves. Provide this of f i c e  w i t h  a c o p y  of the d e p o s i t  
3 lips a n d  jour n a l  v o u c h e r s  s n o w i n g  a c c o u n t i n g  d i s t r i b u t i o n .  
E n s u r e  r e q u i r e d  a c c o u n t i n g  t r a n s a c t i o n s  axe i n c l u d e d  in yo u r  
c o n v e y a n c e  procedures.

O B S E R V A T I O N ;

F o r  e a c h  operating, develo p m e n t  a n d  m o d e r n i z a t i o n  b u d g e t  
s u b m i t t e d  to this office, a n  In d i a n  H o u s i n g  A u t h o r i t y  is r e q u i r e d  
to su b m i t  a "Cer t i f i c a t i o n  of a D r u g - F r e e  Workp l a c e " .  In 
a ddition, S e c t i o n  S (e) of the IRHA Personnel P o l i c y  a d d r e s s e s  
the "Drug Free W o r k place" as follows:
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"The unlawful manufacture, distribution, dispensation, 
possession or use of a controlled substance is 
prohibited on the premises of I n terior Regional Housing 
Authority, or while acting as a representative of the 
Housing Authority, on o r  off the premises. Appropriate 
disciplinary actions which m a y  include termination, 
will be taken against Interior R e gional Housing 
A u t h o r i t y  employees for v i o lations of the p r o h i b i t i o n . "

Several allegations were made con c e r n i n g  certain staff members 
using cocaine during office hours in  the office and on village 
housing sites. These allegations are in direct conflict with 
your Personnel Policy requirements a n d  the Certification.

Racamrnendation:

Due to the seriousness of these allegations, it is recommended 
that the Board take immediate action, w h i c h  could include drug 
testing. It is recommended that y o u r  Drug-Free Workplace Program 
be reviewed to ensure implementation a n d  drug awareness for all 
e m p l o y e e s .
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ANALYSIS can't 
Since that time, the cost of housing development and infrastructure has increased dramatic~ 1ly. When the 

i:rogram w8s expanded in 1991 to Include use for eneryy efficient design features. the funding level did not 

ir.c~ease. 

1-8192 provides for an inc:-ease of 10% by the AHFC to more adequately cover these increased costs. It 
atlows tor expanding the Supplemental Housing grant funds so the housing authorities can use them for 
c;;-site water and sewer facilities that are required for developing of the HUD housing projec:s. rne stare· 

~as resolved to recognize the dire water and sanitation conditions in rural Alaska an., improve this critical 
l"ealth threatening situation. A Task Force has even been fonned to respond to this problem. 

";'"1e 1988 and 1991 Alaska Rural Housing Needs Assessment showed an immediate need for an additional 

E.500 housing units in rural Alaska. Because c,f our continued commitment to alleviating the sub-standard 
rousing conditions of so many of our rural residents, we took this information to HUC :1eacquan.ers and 

~ncouraged HUD 10 dramatically increase their funding tor Indian Housing to the Stace of Alaska. For 
example, the HUD contribution :or the past 5 years follo1· :;:;: 

FrY90 
517,400.0 

FPr'91 
S25,300.0 

FPf 52 
$30,200.0 

FFY93 
S33,600.0 

Fr(94 
.uu..uu.:.i~.a..u. 
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We were instrumental in getting HUD to liit the Cap on the total development cost allowea per unit from 
S92,200 to the cost of development established by the geographical area. 

In order for the state of Alaska to continue receiving the much naeded iunaing from !he U.S. Ceot. or HUD in 

order to build lnaian housing, we need to continue our commitment to provide decent, sanitary housing 
which is attordable to our rural residents. A 10% inc:ease in the Supplemental Housing Oe•1efcoment Grant 
iunds is needed. 
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