





was referred to the
Senate Finance
Committee

Hearing(s) were held

The bill did not move
from Committee
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-U ~ SENATE FINANCE!

. COMMITTEE # i-LS0425\A.3
«  Amendment Number: 1 cook
Bill Number: Hft 13 4/6/99
Sponsor; Pfl.nne.ll Date:
S e Logged In By: ‘'Kottrnxj’
. i \V/ amendment 71
OFFERED IN THE SENATE BY SENATOR MACKIE
TO: HB 93

Page 1, following line 4:
Insert a new bill section to read:

"* Section 1. AS 18.55.997(b)(2) is amended to read:
(2) "rural" means a community with a population of 6.500 or less

that s not connected by road or raill to Anchorage or Fairbanks, or with a
population of 1.600 or less that s connected bv road or rail to Anchorage or
Fairbanks: n this paragraph, "‘connected bv road*1does not include a connection
bv the Alaska marine highway system [HAS THE MEANING GIVEN THE TERM
i"SMALL COMMUN I'TY" IN AS 18.56.600]."

Page 1, line 5:
Delete "™ Section 1.""

Insert "* Sec. 2."

Renumber the following bill sections accordingly.

Page 2, lines 9-13:
Delete all material and insert:
"*Sec. 3. AS 18.56.600 is amended to read:
“ Sec. 18.56.600. Definttions. In AS 18.56.400 - 18.56.600,
(1) "housing" means owner-occupied housing having four or fewer
deelling uinits [, 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;

(2) "small community” means a community with a population of 6,500



1-LS0425XA.3

or less ttat is not connected by road or rail t Anchorage or Fairbanks, or with a
population of 1,600 or less thet s connected by road or rall t Anchorage or
Fairbenks; in this paragraph, *‘connected by roed™” does not include a connection by
the Alaska marine highway system or a connection that crosses an international

border."
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Representative Carl M. Morgan, Jr.
District 36

Sponsor Statement

HB 93

“An Act relating to the Alaska Housing Finance Corporation’s rural assistance loan program and
to the definition of *housing’ for purposes of the corporation’s housing assistance loan program;
and providing for an effective date.”

Tills legislation would modify AHFC's Rural Mortgage to <llow two simple changes:

1 The Rural Mortgage program would allow for refinancing of home loans in the same manner any conventional
mortgage allows. While many people across Alaska and the United States have taken advantage of low
interest rates to refinance their home mortgages, state law simply does not provide this as an option under

die rural lending program,

2. The current definition in state law limits the term “housing” to either single-family and owner-occupied
duplexes. This legislation would bring this term into compliance widi current industry standards for lending
by allowing owner-occupied housing up to four units. Simply, the Rural Mortgage program would be allowed
to finance up to four-plexes. This is the same standard Uiat is used by the VA FHA, Fannie Mae, Freddie

Mac and AHFC’s conventional urban loan program.

It is important to note that this bill does not allow die Rural Mortgage loan program to make any kinds ofloans
that are not allowed under conventional lending practices or industry standards. Simply, the bill attempts to
allow the Rural Mortgage loan program to make the same kind ofloans allowed for any convendonal urban loan

program.

For example, in February of 1998, AHFC established a Streamline Refinance program diat allowed borrowers
widi an AHFC urban mortgage to refinance dielr home loans widi minimal transaction costs. By allowing
homeowners to take advantage of current low interest rates, AHFC reports diat over 1,100 loans were refinanced
in 1998. This bill would amend state law to simply allow the same kind of opportunity for rural borrowers.

AHFC’s rural loan portfolio has over 1,100 loans with interest rates over 8% totaling approximately $115 million.
Of these loans, just over 500 have a rate higher than 9%. The current interest rate for the Rural Mortgage loan
program is 6.125% for a 30 year loan. Lowering home loans by whole percentage points can lower mondily
payments by hundreds of dollars - essentially putdng diis buying power back into die homeowners pocket and

the state economy.

Tlrts is not in any sense a "give-away" program. The Rural Mortgage loan program is a revolving fund. AHFC
reports diat default rates in die Rural Mortgage loan program are generally the same or often less than the rate

of defaults on conventional urban loans.

In short, diis legislation attempts to make two simple changes that will allow a lending program to make die
same kind of loans considered standard practice under convention lending. Not only is it an issue of fairness for
rural borrowers, but it Is also good business for AHFC. These are good loans, and will also provide financing

opportunity to assist die rural housing market.
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February 18, 1999

The Honorable Carl Morgan
Alaska House of Representatives
State Capitol Building

Juneau, Alaska

Dear Representative Morgan:

Headquarters
4300 Boniface Partway
Anchorage. Alaska
907-338-6100

P.2/3

Mailing Address
PO Box 101020
Anchorage, AK 99510-1020

Internet Web Site
/fvw.ehifc_siate.

KB

This letter is intended to provide comments regarding AHFC's review and analysis of HB 93,

It is the mission of AHFC “to provide Alaskans access to safe, quality, affordable housing.”
This legislation, as introduced, ‘will allow the corporation to better accomplish its mission and

goals for all residents who qualify for this program.

Sectional Analysis

Section 1 ofthe legislation would allow for refinancing ofloans made under AHFC’s Rural
Mortgage program (page 1, line 13). Current statute allows for the origination and purchase of
loans, but does not authorize refinancing of existing loans.

Section 2 amends the definition of “housing” under AHFC's Rural Mortgage program to allow
lending for owner-occupied homes of up to four units (page 2, lines 10 & 11). Current statute

limits the program to single family homes or duplexes.
Section 3 provides an immediate effective date.

Background Information

The Rural Mortgage program was merged into AHFC in 1992 from the Department of
Community & Regional Affairs. Loans are made from the housing assistance loan fond (AS

18.56.420). The following is some general information about the loan program:

e The maximum loan termis 30 years or the remaining economic life ofthe property.
« Interestrates are established in statute as ooc percent less than the taxable bond rate.
» Loans made under this program are assumable by qualified borrowers.

« Conventional loans require a minimum down payment of 5 percent on a single-family residence and 10 percent
on aduplex. For new construction built by the owner, the maximum financing is 100 percent of allowable cost,
not to exceed 95 percent o fappraised value on a single family residence, and 90% on a duplex. Loans in excess
of 90% financing require mortgage insurance. Higher loan-to-values are available on certain federally insured

or guaranteed loans.

» Currently, only single-family homes and duplexes arc eligible for ibis program.

e Loans may only be made for homes located in small communities.

community with apopulation of6,500 or less that is not connected by road or rail to Anchorage
a community with a population of 1,600 or less that is connected by road or rail to Anchorage or Fairbanks.

"Housing For AIl Alaskans"

“Small community” is defined as a

or Fairbanks, or


http://www.ahfc.siate.ak.us

HB 93 letter
February 18,1999
Page 2

AHFC believes that allowing the opportunity to refinance existing loans will provide better
affordability for many residents. As of February 18, 1999, there are 515 loans at a value of
$48,026,786 with an interest rate 0f8% or higher. By allowing these borrowers to take
advantage of current interest rates, monthly savings to these borrowers is estimated to range
between $130 and $200 per month.

As an example® AHFC established a Streamline Refinance program that allowed borrowers with
an AHFC urban mortgage to refinance their home loans with minimal transaction costs in
February of 1998. To date, 1,499 loans worth over $128 million have refinanced under the
program. While some ofthese loans resulted in small payment increases for people who
refinanced from a 30 to a 15 year loan, nearly 75% ofthe refinanced loans created average
savings 0f$193 permonth. Put another way-close to $2 million in buying power was put back
into the annual Alaskan economy. HB 93 would allow the same kind of opportunity for
borrowers under the Rural Mortgage program.

The current definition (AS 18.56.600) limits the term “housing™ to either owner-occupied single-
family or duplexes for the Rural Mortgage program. HB 93 would bring this term into
compliance with current industry standards for lending by allowing owner-occupied housing up
to four units. This is the same standard that is used by the VA, FHA, Fannie Mac, Freddie Mac,
and AHFC’s conventional urban loan programs.

Conclusion
This legislation attempts to nuke two changes that will allow the Rural Mortgage program to

make the sarne kind ofloans considered standard practice under conventional lending. Because
the results of this legislation fit within the mission of AHFC to provide affordable and safe

housing opportunities for Alaskans, the corporation supports passage ofthe hill.

Thank you for sponsoring HB 93 and the cooperative efforts you have extended to us in putting
this bill together. AHFC staffwill be available through the legislative committee process to
testify and assist in the discussions. Please do not hesitate to refer anyone with questions or the

need for information to contact my office.

Sincerely,

Daniel R. Fauske, CEO/Executive Director
AlaskaHousing Finance Corporation
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nas oeen placed in Hits year’s pro-
posed supplemental budget. The
budget, however, lacks funds to
repair Perseverance Trail and
provide what some say is crucial
assistance to rural Alaska.

The state will be able to with-
draw $300 million from its budget
reserve fund to cover this year's
deficit, an increase from the $700
million limit initially imposed by
lawmakers. Funding for state pro-
grams will run short this month
unless the change is made, but the
new amount still won't cover the
$1.2 billion deficit predicted be-
cause of lower-than-expected oil
prices. .

“The net result is we increase
the draw by $00 million and keep
state government going for at
least another couple of months,"
Rep. Eldon Mulder, an Anchorage

Bill would

By SVEND HOLST
THEIUNEAUBWPIHE

A measure that would allow
some rural homeowners to refi-
nance their loans breezed through
the House Finance Committee on
Tuesday.

According to Kay Murphy, di-
rector of mortgage operations for
the Alaska Housing Finance
Corp., about 530 of the 3,000 people
using the publicly owned corpora-
tion’'s rural loan program pay
more than 8 percent interest on
their home loans. Under the provi-
sions of House Bill 93, those home-
owners can take advantage of to-

Faculty unhappy with

THEABEOOATEOPAIi
FAIRBANKS - Two University

of Alaska faculty groups are fum-
inrf IUnI" loolp rtf intirtlilrtrrtrtrtl

the supplemental budget, which
pays for unexpected and emergen-
cy expenses incurred during the
year. Gov. Tony Knowles request-
ed $187 million in state general
funds and $14.9. million in other
funds, while the House proposal
contains $15 million in stale and
$16.3 million in other funds.

Among the House reductions is
$L7 million of the $2.6 million in
state funds sought for disaster re-
lief to Southwest Alaska because
of poor salmon, funs. An argument
to restore:full funding was made
by Rep. Mary Kapsner, a Bethel
Democrat, who said fishing is the
primary source of income for half
of her constituents," many of whom
have no way to pay their bills.

“The jieople lucky enough to be
in debt are in' debt up to their
ears," she said.;

youth centers in a large number of
communities, Mulder said.

"This is not a loan or direct as-
sistance,” he said. “ This is, in all
fairness, a jobs program.”

An amendment to restore the
funding failed by a 26-14 vote.

Rural Alaska will also be af-
fected by the elimination of $L4
million sought to maintain the
Power Cost Equalization pro-
gram, which provides partial re-
imbursement for higher rural util-
ity costs, at current levels. Demo-
crats in the legislative minority
argued during committee hearings
that people shouldn’t be penalized
because of higher-than-expected
costs. Republicans said the state
should not have paid the same
amount as previous years if there
was a danger of running short of
funds.

neau Democrat, said not fixing the
trail will cost the state money be-
cause of lawsuits from people who
are.injured or killed.

“People are going to use this
trail," she said. "It is absolutely
foreseeable. We .can block this
trail, any, way we want to. People
can come down the back side and
useit."

Mulder said, lawmakers want
the city to take over the trail and
discussions with officials have in-
dicated a solution mny be reached,
but keeping,the funding out now
“is the real Inducement to try and
come forward." :

Kerttula’'s amendment failed
by a 23-13 vote.

The House Is expected to pass
the budget Thursday with the Sen-
ate considering, the measure this
weekend or early next week. ~

save homeowners mn Interest

day’s low interest rates.

"If their interest is lower, it
wouldn’t, necessarily make sense
to refinance,” she said. The rural
program's interest rate was just
under 6.5percent today, Murphy
said.

The rural, loan program, one of
several basic programs run by
AHFC, started in the early 1980s.
Those applying for such loans
need to meet standard criteria to
get the loans ahd'must come from
Alaska’s smaller communities.

Qualifying borrowers pay an in-
terest rate 1 percent lower than
that of conventional home loans.

they normally have an advisory

roic in the hiring process.

The rate difference is based on the
idea that it's more expensive to
live in the Bush, but the program
doesn’t undermine other loan pro-
grams, Murphy said.

The bill’'s sponsor, Aniak Re-
publican Rep. Carl Morgan, said
its provisions extended features of
comparable urban loan programs
+0 rural borrowers.

"The bill attempts to allow the
rural loan program to make loans
like other conventional urban loan
programs," Morgan said.

“This is not by any sense a
sgiveaway program. These arc
good loans."

It is the first major controversy

The xlefaulb rate of Just a little
more than 3 percent for the rural
loan program is slightly less than
that of’its urban'equivalent, Mur-
phy said.

Another'change to state stat-
utes contained Within HB 93 ex-
pands the definition of what consti-
tutes a home under the loan pro-
gram to include owner-occupied
housing with four or fewer dwell-
ing units.-

Rep. Richard Foster, a Nome
Democrat and member of the Re-
publican-led {-louse majority, said
similar' provisions were pushed by
rural legislators In past years.

chancellor hire procedure

said Hamilton and the regents he-

of Hamilton’s eight-month tenure, Ueved It was best to act Immcdl-
Carol Gold, secretary of the which had beer|1 marked by plra(i(%(? atcly.
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~tHouset Bill" o
mj allowingrefinancing
ofrural Alaska Hous-
ing Finance Corp.
mortgages, passed out of the
House Community and Regional
Affairs Committee and is nowin
the Finance Committee.

Theintentis to make AHFC}%
rural mortgage programs con-
formwith the state housing cor-
poration’s urban programs,

-which allow refinancing.

“Right now, the rate for a
newrural 30-year loan is about
6.125 percent. Just over 1,100
of AHFC?% outstanding rural
loans have interest rates over 8
percent; thats about $115 mil-
lion,” Rep. Carl Morgan, R-

. Aniak, said.

Rural defaultrates are about
the same as urban rates, he
said. “This is a win-win bill.”

HB 93 also expands the types
ofdwellings that can qualify for
rural AHFC loans, again to con-
formwith urban programs.

: Morgan is sponsor of the
measure. :1 ¢ ;
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TO WATCH

FHnance culs Y2 K request

The Senate Finance Commit-
tee slashed two supplemental
budget requests from the
Knowles administration.

One was for $19.5 million for
state year 2000 computer sys-
tem repairs and testing, which
was cut to $12.6 million. A sec-
ond was a cut ofa University,of
Alaska request from $5 million
to $2.7 million.

The full Y2K appropriation
has, passed the House, but the
Senate committee questioned
whether the needs are real.

“We understand the impor-
tance ofmaking sure vital state
functions continue operating
safely and efficiency” after the
end 01999, said Sen. Sean Par-
nell, R-Anchorage, ‘“but it
seemed as though every time we
raised specific questions about
the numbers in the governor’s
request, we found tire hard costs
werent there.” .

For example, the committee

IfFYOU'REIn THE

Tourism

Industry,

Here's Somewhere
Else You Should Be:

lhr'2 000 [ y/idnl Akitka SInlr Vnrulion Plannri

.+ Reach 450,000 potential visitors with your ad.

* Ads cost as little as $175 (until March 19).’

» Requested by potential visitors and travel agents.
 Ads arranged by region and type of service - easy to

j find and use!

» Credible, authoritative editorial environment.
» Greatvalue! Cost-effective access to your customer base.
D,1 * Ads appear on the Internet - and can be linked to your

home page.

found that of $110,000 requested

, In the special appropriation to
assess Y2K compatibility in the
new state ferry Kennicott, all
but $32,000 was included in a
separate $600,000 Y2K request
for the entire ferry system.

The committee also felt the
ferry’ builder should be pressed
to pay for Y2K repairs, Parnell
said.

“Scrutiny of the governors
request revealed many similar
opportunities for reductions”
said Sen. Gary Wilken, R-Fair-
banks, who chaired a Finance
subcommittee on the request.

Bill rewrites securities ians

Acomplex, 70-page rewrite of
state laws governing securities
transactions was voted out ofthe
House Labor and Commerce
Committee and is now in the
Judiciary Committee.

House Bill 83 is intended to
bring Alaska into compliance
with the federal National Mar-
kets SecuritiesAct

The state Department ofCom-
merce and Economic Develop-
ment has been working on the
bill for some time and has drcu-

dal community T.

Avrevised law and regulations
must be in effect by October to
complywith the new federal act,
state commerce officials told the
Labor and Commerce committee.
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ALASKA ASSOCIATION OF REALTORS, INC-

1S a m Suest, Uite 100 =Andorage, Mute
Telephone*07-507133 -Fa 007-561-1779

REALTOR ®

February 26,1999

Representative CarlMorgan
State Cpital
Juneaus Alagka. 99801

Dear RepresentativeMorgan

The AlaskaAssociationofREALTORS , with itsOVer 1100 members Satewidewishto
epresstrelrsygportfarHB 93/AreUnngto AlaskaHousing Finance Corporation.

Thislegislationwould *he gvaft*ivhy of hone ownership innml areas ofthe
state. It will also allowexisting homeonnersinrural areasto use AFHC programs lor

73Mj* Lfc/cw /brifeg/ ih Alaska

« * - »*«<E
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MAR 25 '99 11:13AM AHFC EXEC OFFICE p.ili
AHFC LOAN ACTIVITY - KENAIPENINSULA J
imM7 1 M fo0s Vv Change %

A Homer Loans Amount Loans Amount Loans Amount
Taxable 5 $568,950 11 $1,553,674 120% 173%
Tax Exempt 11 $923,806 19 $1,872,026 73% 103%
Veterans 1 $80,000 12 $1,401,217 1100% 1652%
Rural 11 41.'017.534 43 $6,475,605 291% 638%
TOTAL 28 $2,590,290 85 $11,302,423 204% 336%

Kenai
Taxable 3 $291,992 17 $1,896,253 467% 549%
Tax Exempt 35 $3,267,787 40 $3,520,719 14% 8%
Veterans 13 $1,431>,391 11 $1,166,973 115% 118%
Rural 10 $1,226,303 42 $5,442,803 320% 344%
TOTAL 61 $6,217,773 110 $12,026,748 80% 93%

NiKiski

-/ Taxable 0 $0 1 $63,000 100% 100%

Tax Exempt 6 - $569,176 5 $488,152 " -17% -14%
Veterans 1 $111,580 4 $453,340 300% 306%
Rural 3 $922,931 34 $4,160,765 325% 351%
TOTAL 15 $1,603,687 44 $5,165,257 193% 222%

Seward
Taxable 4 $559,950 13 $1,409,314 225% .32%
Tax Exempt 5 $535,508 11 $985,957 120% 84%
Veterans 2 $244,000 3 $334,575 50% 31%
Rural 6 $760,303 21 52,721,184 250% 258/%
TOTAL 17 $2i099,761 48 $5,451,030 182% 160%

Soldotha
Taxable 1 $130,000 19 $1,684,673 1800% 1196%
Tax Exempt 31 $2,952,832 36 $3,400,382 16% 15%
Veterans 10 $1,259,176 17 $1,763,597 70% 40%
Rural 16 51.792,141 86 $10,828,128 438% 504%
TOTAL 58 $6,134,149 158 $17,676,700 172% 188%

m
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Senator Terry M ackie
SENATE MAJORITY LEADER
April 2, 1999
MEMORANDUM

To:  Senator Tor%erson, Cﬁ—,chajr
Senator Parhell, Co-chair
Senate Finance Committee

From: Senator Mackie
Re: Amending HB 93, Rural Assistance Housing Loans.

HB 93 is currently in the Senate Finance (Jo,mmittee]é | would appreciate an

mendment that would increase the population cap for a community's eligibility for
the rural housing loan program. Thi V\Pou?c} reso@%asﬁua,tlon tha%yhas,dgvelo ed

In Haines. Becalise of a récent successful annexation, the city's population has
Increased to approximately 1750. This surpasses the currerit. 1600 ceiling for the
small community gsr%gram therehy eliminating residents of Haines. This unfortunate
circumstance sefves a5 a penalty for the city's, otherwise, praiseworthy efforts to
respond to expanded local government negds.

On reading the aftached definition that establishes the ceilin%, AS 1856600 (2),

it would aplg)ear that Haines, Ska%wa)(, and Hyder arg, subHec to the more restricted

1600 cap because of havmﬂalo ? envous, and ndirect_ road connection. to the

rallbelt area of the state. All other small communities in Southeast are sub%ect to
500 population cap. | believe that this resuit was unintended when the

the
definition was first enacted.

The following amendment,woulg£lace Haines, Skagway, angd Hyder in their rightful
category of small communities less that 6,500 that Is the ceiling for all other smal

Southedst communities.  This is accomplished by the phrase "0r a connection that
Cr0SSes an ?nternationaﬁ border" that Is gdded toyAS 1p8.56.600 (ZC)

| much would appreciate your favorable consideration of this amendment.

SENATE DISTRICT C  Kodiak Island/Southeast Elands
SenatorJerrv_Mackie(|"*la;is.stnte.ak.us



SENATE FINANCE COMMITTEE

S1GN-IN

HB 93-RURAL ASSISTANCE HOUSING LOANS

NAME: Subject/Bill No:
Co./Dept./Title: AW *= Phone: —
Address: N i&ai-Cc Zip: fO
Do you wish to testify? Yes No Respond To Questions
NAME: Subject/Bill No:
Co./Dept./Title: Phone:-——-—m—m-mm-
Address: Zip:

Do you wish to testify? Yes No Respond To Questions
NAME: Subject/Bill No:
Co./Dept./Title: Phone:-------------
Address: Zip:

Do you wish to testify? Yes No Respond To Questions
NAME: Subject/Bill No:
Co./Dept./Title: Phone:-------------
Address: Zip:

Do you wish to testify? Yes No Respond To Questions
SFC-99 -1- 4/10/99

HB 93





