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^  FISCAL NOTE #
STATE OF ALASKA Fiscal Note Number: 2______
2002 LEGISLATIVE SESSION Bill Version: HB 370

(H) Publish Date: 2/1/02

Revision Date/Time (Note if corre -.tion):________________________ Dept. Affected:___________GOV
Title An Act relating to the issuance of________________BRU Elections__________
_______________revenue bonds by AHFC tor veteran mortgages Component Elections__________
Sponsor Rules_______________________________________________________________________
Requestor Governor_____________________________________ Component No.  21
Expend itu res/Revenues________________________________ (Thousands of Dollars)_______
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

1.5

TOTAL OPERATING 1.5 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES___________
CHANGE IN REVENUES ( ) ~T
FUND SOURCE______________________  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menlal Health
Other (Specify Type-Do not abbreviate)

I

1.5

TOTAL 1.5 0.0 0.0 0.0 0.0 0.0
Estimate o f any current year (FY2002) cost: 0.0
Check this box (X) If funding fo r this bill is included in the Governor's FY 2003 budget proposal: 
POSITIONS ________________  ____
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separa te page if  n ecessary )
This figure includes the cost of providing information about this issue in the Official Election Pamphlet, as 
required by AS 15.58. If this measure requires the printing an 8-1/2 by 18 inch ballot, the cost will 
increase by $22.0.

Prepared by: Gail Fenumiai, Election Programs Specialist__________________ Phone 465-3935
Division Division of Elections Date/Time 11/20/01 3:36 PM
Approved by: Lieutenant Governor Fran Ulmer____________________________  Date 11/20/2001
Agency Office of the Lieutenant Governor___________________________

(Roviiod twoot OMB' C O M M IT T E E  C O P Y Page 1 of 1



0  FISCAL NOTE %
STATE  O F A L A S K A
2002 L E G IS L A T IV E  SESSION

Revision Date/Time (Note if correction):____________________
Title Authorizing a public vote on state-guaranteed

Fiscal Note Number: _1_______
Bill Version: HB 370
(H) Publish Date: 2/1/02
Dept. Affected: Revenue

'BRU Alaska Housing Finance Corp
veterans mortgage bonds

Sponsor
Requester

Rules Committee
_ Component Operations

Governor
E x p en d i tu re s /R ev e n u es

Component No. 

(Thousands of Dollars)

110

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES

THECHANGE IN REVENUES (
FUND SOURCE______________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 CF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type~Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate o f any current year (FY2002) cost: 0.0
Check this box (X) if funding fo r this bill is included in the Governor's FY 2003 budget proposal: [ 
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a  separa te p age if  necessa ry )
This legislation authorizes a statewide public vote on $500 million in revenue bonds to finance the 
Veterans Mortgage Program (VMP), Alaska is one of five states in the nation that established this 
program under the federal tax code. AHFC administers the program on behalf of the state.

Costs associated v/ith the issuance of these bonds are anticipated to be covered with annual operating 
budget authorizations. Anticipated costs will be related to voter information dissemination about the bonds 
and the program. No additional budget authorization is necessary for these activities.

If approved by voters, bond issuances in the future will be done based on loan demand.

Frepared by: John Bitney, Legislative Liaison_____________________________  Phone 330-8445
Division AHFC Date/Time 1/29/02 1:32 PM
Approved by: Larry Persily, Deputy Commissioner_________________________  Date 01/29/2002__________
Agency Department of Revenue____________________________________

(Rov\5«j9/?ooiomb) C O M M IT T E E  C O P Y  P age1o f_1—
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Hr>vK-goY.]lale.ak.ui
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S t a t e o f A l a s k a

O f f ic e  o f  t h e  G o v e r n o r  

Juneau

January 29, 2002

The Honorable Brian Porter 
Speaker of the House 
Alaska State Legislature 
State Capitol
J uneau, Alaska 99801 -1182 

Dear Speaker Porter:

Alaska has the highest per capita percentage of veterans of any state in the nation. We must send the 
clear message that our state recognizes and appreciates those who have served. This bill I am 
transmitting is one in a package of legislation I am introducing this year to offer tribute to our veterans. 
It continues the state's history of authorizing bonds for guaranteed veteran housing loans.

The State of Alaska is one of only five states that receives favorable treatment under the Internal 
Revenue Code for guaranteed veterans bonds. This program is designed to provide the lowest possible 
interest rates to our veterans, without any income limitations.

The accompanying bill is the first step in allowing the state to continue to take advantage of this 
worthwhile program. It would provide for a statewide vote at the next general election on authorizing 
S500 million in Alaska Housing Finance Corporation (AHFC) bonds for qualifying veterans. This 
would be the fifth such bond approval; the voters authorized a total of $2.2 billion in state-guaranteed 
AHFC veterans bonds in four separate elections between 1982 and 1986. The AHFC has issued nearly 
all of those bonds, requiring a new authorization.

The need for continuing this guaranteed housing loan program for veterans may well increase.
Congress is considering expanding the current Internal Revenue Service Code definition of “qualified 
veterans," which now limits participants to those who served in tne military before January 1, 1977 and 
were honorably discharged within the last 30 years. I support extending the program to veterans who 
have served in more recent years. If this effort succeeds, the veteran’s mortgage program in this state 
would see a dramatic increase in home loans to qualifying individuals -- all the more reason to allow 
this question to be placed on the statewide ballot.

Sincerely,
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V e t e r a n s  M o r t g a g e  P r o g r a m

The Veterans Mortgage Program  offers financing for qualified veterans at lower interest rates. 
Active duty service in the Armed Forces, Public Health Service, NOAA or service as a cadet at the 
US Military, Air Force, Coast G uard or Naval Academy may qualify.

Eligible Borrowers:

■ Veterans must have entered active duty service prior to January 1, 1977 and not have been 
discharged more than 30 years prior to the date of application to AHFC.

■ Veterans must be credit qualified residents ofthe State o f  Alaska.

Eligible Properties:

■ Owner-occupied single-family residences, condominiums, units within a PUD, duplexes, 
triplexes, fourplexes and Type I mobile homes.

■ On 2-4 family dwellings, all units must have been in existence and initially occupied as a multi­
family residence for at least the preceding five years.

Loan Amount:

n For maximum loan amounts for AHFC programs (click licrck

Loan Terms:

■ Fixed interest rate for 15 or 30 years.

Down Payment:

■ Conventional loans -  A minimum of 5% on single-family residences. .0%  for duplexes, and 20% 
for triplexes and fourplexes.

■ Down payment requirements for federally insured or guaranteed loans may be lower.

Criteria:

■ If there is more than one borrower and the applicants are unmarried, both borrowers must be 
qualified veterans.

■ The Certificate o f  Veterans Eligibility or a Title 38 letter and a copy ofthe  applicants DD214 are 
used to determine program eligibility.

Assumptions:

■ Assumable by qualified veterans.

Add on Options:

■ Affordable Housing Enhanced Loan Program (A1 (J:LP)

lutp://www,ahfc.state.ak.us/Departmeni_Files/Mortguge/Loan-Progranis/veterans-mortgage-p.. 2/10/02
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Headquarters 
4300 Boniface Parkway 
Anchorage, Alaska 
907-338-6100

Mailing Address 
PO Box 101020 

Anchorage, AK 99510-1020

Internet Web Site 
http://www.ahfc.state.ak.us

F I N A N C E  C O R P O R A T I O N

April 4, 2002

Representative John Coghill, Chairman 
House State Affairs Committee 
State Capitol Building 
Juneau, Alaska

In Re: HB370, Authorization for Veteran Mortgage Revenue Bonds 

Dear Representative Coghill:

This letter is to both request your consideration for hearing HB370, an Act authorizing 
state-guaranteed bonds for the Veteran’s Mortgage Program, and also to provide some 
background information regarding the program.

HB 370 provides for a vote of the people at the next general election on the question of 
the State authorizing the guarantee o f  $500,000,000 o f Alaska Housing Finance 
Corporation bonds for qualifying veterans. A total amount of $2,200,000 o f State- 
guaranteed veterans bonds has been authorized to be issued by the Corporation by four 
state-wide voted bond propositions. The affirmative state-wide votes for these bond 
propositions occurred in 1982, 1983, 1984, and 1986.

Although the bonds are general obligations o f  the State o f  Alaska which must be voted, 
the issuance of the bonds has not affected the State’s credit in any way. The rating 
agencies consider that for practical purposes these are not to be counted against the 
State’s bond capacity because the bonds are fully supported by mortgages o f the 
Corporation. These mortgages are largely guaranteed by federal agencies, such as the 
Veterans Administration.

AHFC, in fact, is closing on a $50,000,000 Veterans Mortgage Bond sale over the next 
two days. These bonds achieved a triple A rating. A copy o f the rating provided by 
Moody’s Investor Services is being sent with this letter.

Bonds under this program provide funds for low-interest home loans to qualified 
veterans. A qualified veteran is someone who has served in active duty prior to January 
I, 1977 and not have been discharged more than 30 years prior to the date of loan 
application.

“ H o u s in g  For  A l a s k a n s "
IOt*«

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


FISCAL NOTE

ANALYSIS CONTINUATION

It is anticipated that these bonds will be sold on a competitive basis, with the bonds being awarded to the 
bidder with the lowest true interest cost. As this structure almost always results in a net premium bond 
position, it is expected the bonds will be remarketed and the premium used to pay the underwriter’s sales 
force and expenses. The cost of remarketing these bonds is estimated at $500,000 .

Assuming an interest rate of 4 .85%  (approximately 25 basis points higher than current rates), and a 20- 
year term, the annual debt service would be approximately $7.7 million per year beginning in FY2004. If 
this rate increases by 1% prior to selling bonds, the annual cost would increase to $8.4 million.

STATE OF ALASKA  B IL L  NO. HB524___________
2002 LEG ISLAT IVE  SESSION

Page_2 of_2



Alaska receives favorable treatment under the Internal Revenue Code since it issued 
guaranteed veterans bonds between January 1, 1979 and June 22, 1984 in large amounts. 
Annual issuance of the average o f  those years is permitted under the Code. However, 
because of the limitations on the qualifications for veterans, fewer and fewer loans are 
made each year as number of qualified veterans diminishes.

Unless Congress acts to extend the qualifications for veterans to men and women who 
have served in more recent years, it is anticipated that the authorization for bonds in HB 
370 will be the last request for this program. I would note that SJR 31 is currently 
referred to the House State Affairs Committee, and would request Congress to extend the 
benefits of this program to veterans who have served in recent years.

I hope this description provides a sufficient summary for considering a hearing on the 
legislation. If any further information is needed, please do not hesitate to contact me 
immediately.

Sincerely,

Daniel R. Fauske, CEO/Executive Director 
Alaska Housing Finance Corporation

enclosures



M E M O R A N D U M A p r il 10,2002

TO: Mike Abbott, Legislative Director
Office o f  the Governor

FROM: John Bitney, AHFC

SUBJECT: Public Vote on Veteran’s Mortgage Bonds

After our conversation this morning regarding timing issues relating to the Veteran’s 
Mortgage Program, I contacted Joe Dubler, AHFC’s Chief Financial Officer, regarding 
the amount of funds remaining in the program from the last public vote in 1986.

The Governor’s bill (HB370 & SB268) requests S500 million in bond authorization for 
our Veterans Mortgage Program (VMP). From the last vote in 1986, there is $47.5 
million in remaining authorization. The $50 million financing closed last week will 
largely be used to pay for existing loans already made, along with current activity levels. 
In FY01, for example, 430 loans were made at a volume level of just over $73 million.
As you can see, our remaining authorization should be used up by the end o f this year.

In order to qualify for a VMP loan, a veteran must have served in active duty prior to 
January' 1, 1977 and have been honorably discharged within 30 years. This is a federal 
restriction on qualifications for the program, and is diminishing the number of qualified 
veterans each and every year. However, if new bonds are not approved by the voters at 
the next election, AHFC would face the prospect o f  putting the program on hold until a 
special election could be arranged to approve more bonds.

The $500 million level of authorization is also in consideration o f  the anticipated 
recommendation to Congress by the Millennial Housing Commission that the Veterans 
Programs be extended indefinitely and apply to all veterans. If the new bonds are 
approved and Congress does not extend the program, some of the authorization would 
likely go unused as the program is winding down (due to a decrease in qualified 
veterans).

The AHFC has been pushing for years for this extension o f benefits to additional veterans 
who have served. Governor Knowles has also written letters to Congress supporting bills 
to extend the program. SJR31 also supports Congressional efforts to extend the program 
and is likely to pass the Alaska Legislature this session.

If that were to become a reality, the large population of veterans in Alaska would, more 
than likely, refinance their existing conventional mortgages into the tax-exempt rate 
offered under the VMP, saving them hundreds of dollars a year in interest costs.

AHFC strongly believes the Governor's legislation should be passed for these bonds to 
be approved at the next election in order to have the necessary authorization in place to 
continue this program.
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MEW ISSUE • F U L L BOOK-ENTRY RATINGS: Moody’s: Aaa
SitP: AAA 
Fitch IBCA: AAA

Subject to compliance by the Corporation with certain covenants designed to meet the requirements ofthe Inttrnol Revenue Code of 1380. at amended 
(the 'Code'), in the opinion afWohlfbrth, Vatsar. Johnson & Brecht, P.C.. Bond Counsel, and Hawhms, Oetafietd St Wood, Special Tax Counsel, under 
existing statute} and court decisions, tt) interest on the 1999 Bonds lets defined below) is not included in prose income for federal income tax purports; 
(11) interest on the Subserici A-l <Non-AMT) Bond* (a* defined below) u  not treated as a preference item for purposes of calculating the alternative 
minimum tax imposed undcrthe Code with respect to individuals and corporations; hoetc<tci. such interest is included in calculating Iht"adjusted current 
earnings" of certain corporations for purposes of calculating the alleninttue m inim um  tax imposed on such corporal ion*; and (lii) interest on IheSubseries 
A-2IAMT) Bonds (as defined belawl is treated as a preference item for purpose* of calculating the alternative minimum tax imposed under the Code with 
respect lo individuals and corporations In ihe opinion of Bond Counsel, under existing laws, interest on the 1999 Bonds is exempt from taxation by the 
Stoic of Alaska except for inheritance and estate taxes and taxes of transfers by or 111 anticipation of death. Bond Counsel and Special Tax Counsel express 
no opinion regarding any other tax consequences relating to Ihe Ownership or disposition of, or the accrual or receipt of interest on. the 1999 Ronds, See 
-FEDERAL INCOME TAX MATTERS' herein

$110,000,000 
A L A S K A  H O U S IN G  F IN A N C E  C O R P O R A T IO N  

C o lla te ra liz e d Bonds, 1999 F ir s t Series (V e te rans M o rtg a ge P ro g ram )
$46,095,000 Subserice A - l  (Non-AMT)

$63,905,000 Subseries A-2 (AM T)
Du*: Jun, 1. u  nhown beltr*

A l a s l d ^ k .  
H o u s i n qftrgA+Cf

Dated: October 1. lfW
The Al**ko Houunjz Ftnanfti Corporation (the Corporotlon") will initially iaaue lit Col lateral i*cd Bond*, 19W Firav Eerie* iVvicron* M o n filt Program). Sufocrif.t 

A*I (Non-AMT! (the "Subterio A.I (Non-AMT/ Bond*- ]. and CollaleraJurd Bcndt. 1999 F im  Senti (Veteran* M o r i^ r  P r S u b a e n e i  A*2 (AMT) (the ’5u b n n w  A-2 
(AMTj Bondt" and. u>p:hf r with the Bubrenr* A-l (Non-AMTJ Bond*, the "19W Bond*') in book-entry form only. rtfliured  in the name of Cad* Is Co., u  nominee of The 
Depottioiy Truat Company PDTC-’*), N?w York. Nr* York, which will act ** yeevntm dofweivory of the 1999 Bond*. Indi vidua) purcham of the 1999 Bund* will be mada in 
the principal rvmount of86.000, or integral m Joplr» thereof within astngJe nuiurli)-. and will be in book-tniry form only. Beneficial Owner* lot defined herein! will net recoin* 
caruflcaw* representing1 (iwir ownmhip of the 19W Bonds.

The 1999 Bond* '/R! be primarily accurtd by Program Obligation* tmliaiJy coniflling of convenrionol, unde-family midcnUaJ mongoge loan* that are either guaranarrd 
by rhr Department of Veteran.* AJToirx or meurtd by the Federal Houamg Administration (the “Morvjice Loana'I and vcunua* backed by Mortgage Laao* (“Mortgage Certifi­
cate#*). The Morlgugr Cmrficatea '*nJI be iMucd or gu*runtcvd by GNMA. FNMA or FHLhlC U* defined hcnon) and will be held by the Truilac. The 199V Bonda will ol«n 
b® w-eurcd by the Pledfod Revenue* and by all jhmii held in any Rind or account «-»Lobl>*hcd under tbe Indenture. The ?4or\gugt Loan* *tJI consin of Mortgage loan# that 
A t Corporation has puiTfaaxcd or wdl purcbtjv from qualifying Irndmf wuuution* located in the SUic of Alaika (bet originated $uch Mort|ugc l^ene (the "Purthajed 
Mortgage Loan*'!, See ‘'THE PROGRAM OBLIGATION FUND -  The Special Mortgage Loan Purchue Program“ htrcio. Each Mortgage Loan *nJl be xcurr-d by a Hr*t 
mortgage lien on residential property located in the 3live of AJaiLn.

InL-rrn on the 1999 Bondi «dU bepay»bJron each June 1 and December 1, commencing on June i 2000. Principal of all 1999 Bondeit payable at theenrporott truat 
ofTioe of U.S. Bank T ruu National A tw ation. the Trualet, at maturity or upon earlier radempuon T lx  1W  »oud* a r t  eubject to redeaaphoa, lAdtuUng r#de«pUoci 
at par, p n o r  to m aturity  ufldar certain  ronditieaa m  oat forth  hera in  under the caption “ DESCRIPTION OF THE 1999 BONDS.**

/  PnnapaJ cm* and m irrn i OP the i 999 Bond* are uncendiwonally cuaronueod by the S u tr of Abuka. J ?

 ------  MATURITIES, PIUNCEPAL AMOUNTS AND DOXREST RATES

$49,096,000 
S ubacrtn  A-l (Son-AMT) Botuk

$7,685,000 Sub-enec A-l (Non-AMT) Scnal Sonde

Due Principal iotenwt Dae P risc ipa l lMter«ft Dvw Prteclp*) I n t e n t
June  I

J001
Amount
wan.ooo

Rate
J 30*

Ju n e  1
2006

Am nunc. 
<050,000

JUte
6.00*

June  I 
2011

A * m s (
S67J.OW 5.50*

2Q Vs! 37COCO <J0 2007 470,000 5.10 2012 e jo.ooo 0.60
7001 390.000 d.’O 2V» <95.000 0.20 2013 S-6.000 570
2001 ■410.000 46b 2000 52Q.0C0 5.90 20)4 6*6 000 5 80
2005 230.000 •*.» 2010 645.000 5.40 2015 726.000 590

16 310.000 b.CXW Subacrifc A-i (Non-AMTi Term 8ond» due June 1. 2021 
$12,315,000 6.10̂  Subaene* A-l (Non-AMT) Term Baade due Jun# i. 2030 
I20.765.0UO 013* SubKnei A-l (Non-AMT) Trrm Bond* due June 1.2059

10J.IM5.OOO 
S'ubaeHaa A 2 (AMTl JSunda

<10.390,000 Subiana* A-2 IaMT) Serial Bonds

Due Principal l u tm i l Doe Principal l a t i r a i t Due P rincipal 1*1 crcet
JtUiC 1 Rato Jug*- 1 Amount R alr Jan e  I A aouat Rate
2001 $«W.000 4 400 2006 1005.000 0.10*5 2011 1760.000 5.005
2002 505.000 4.W 2007 633.000 320 2012 « 0.000 3.70
2003 525.000 4 JO 2009 005,000 5̂ 0 2013 660 000 5 00
TOW 060 000 4.90 2009 700,000 5.40 2014 93U.OO0 3.90
2005 573.000 600 2010 740.000 5.00 2015 906.000 6.00

17 290.000 6 15* Subicne* A-2 (AMT) T ern  Bomi* dur Jur.c 1.2021 
S 19,575.000 6.20T Subaeriee A-2 (AMT) Trrm Bondi due JvL*>3 I. 2031 
$20 050.000 0.23* Subeenee A-2 (AMT) Term Bondi due June 1. 203V

Price of all 1V99 Doodv 100T 
(pluA accrued Diwreat)

If cerium condition' arc ^et. (he Corporation mny n tu t additional bond* (ihr*Addmont>l Bondt"; together ̂ i(h (hr 1999 the “Bondt' • on a parity **nh the 1999
Bond*. St« -3SCUR)TT FOHTHE i .999 DON 1)5 -  Additional Bundv’

1*1 i£  CORPORATION H as NO TAXING POWER- THE BONDS .a re  CKNEHaL o n i JGATIONS OF THE CORJ'OILATJON FOR WHICH i t s  FULL FAITH a n d  
CREDIT ARE PLEDGED. SUBJECT TO AGREEMENTS MADE AND TO f)£ MADE WITH THE HOJ.DER5 OF OTHER OBUGATIONS OK THE CORPORATION 
PLEDuH u  PAATJCULaK RE\*ENUES aND ASSETS NOT PU’.DGEDTO THE BONUS AND TOTlir. EXCLUSION OF MONET IN THE CORPORATION'S HOUSING 
DEVELOPMENT FUND.

The 1VW Bond$ are offered ^hvn. ua and if i**ued. lubjrtt to the approval of IiroJiIv by Wohlforlh. Vu.wur, Johnwn & Brteht. P C.. Ancharaftr. AlefKn. B«ynd Couniei 
•Ad (0 the tcnfirmauoil ofirrU in U i mutior* by Wohifcrlh. V..var, Johnwn 4 Bnrciit P C. and by DelaDeld it Wikkj. Nrw York, Nfw Yota. Speciul Ta» Coonicl

It i* capraed tnei the 1999 Dondr in definitur form wiI) be avulable fur drhvrry throueh (he faciliUea of DTC m New York New V k on *>r about October 28, 19-/V

lX(ur-rr 13. 19W M E R R IL L  L Y N C H  & CO .



jb i tn ey
From : Dan Fauske [dfauske@ahfc.state.ak.us]
Sent: Wednesday, April 03, 2002 11:36 AM
To: 'JOHN BITNEY'
Sub ject: FW: Alaska Housing Finance Corporation

 O r ig in a l  Message-------
From: Moody's In v e s to rs  S e rv ice  [mailto:epi@moodys.com] 
Sent: Tuesday, March 19, 2002 1:30 PM 
To: dfauske@ ahfc. s t a t e . a k . us 
S ub jec t:  A laska Housing Finance C orporation

MOODY'S ASSIGNS Aaa RATING TO $50 MILLION ALASKA HOUSING FINANCE CORPORATION 
COLLATERALIZED BONDS 2002 FIRST SERIES (VETERANS MORTGAGE PROGRAM)

NEW YORK, March 19, 2002 — Moody's In v e s to rs  Serv ice  has a ss igned  the  
r a t in g
of Aaa to  th e  $50 m i l l io n  Alaska Housing Finance C orpora tion  C o l l a t e r a l i s e d  
Bonds, 2002 F i r s t  S e r ie s  (Veterans Mortgage Program). This r a t i n g  r e f l e c t s  
Moody's view o f the  s tro n g  f in a n c i a l  co n d i t io n  of the  bond program and th e  
C orpora tion , and the  sound loan  p o r t f o l i o .  Proceeds from th e  c u r re n t  bond 
i s su e  w i l l  be used to  fund s in g le - f a m i ly  mortgage loans  f o r  v e te ran s  in  th e  
S ta te  of A laska. The 2002 Bonds a re  General O b lig a tio n s  o f  AHFC and the  
S ta te
of Alaska and w i l l  be p r im a r i ly  secured  by s in g le - fa m i ly  r e s i d e n t i a l  
mortgage
loans t h a t  a re  e i t h e r  g u a ran tee s  by the  Department of Veterans A f f a i r s  or 
Rural Housing Serv ice  or in su re d  by the  Federal Housing A d m in is tra t io n  or 
p r iv a te  mortgage in su ran ce .  The bonds a re  the  t h i r d  is suance  under th e  
C o rp o ra t io n 's  t r u s t  in d e n tu re  da ted  October 1, 1999 and a re  on p a r i t y  with 
approx im ate ly  $180 m i l l io n  in  o u ts tan d in g  bonds. The ou tlook  fo r  the  bond 
program i s  s t a b l e .

Moody's b e l ie v e s  th a t  the  p rogram 's  s tro n g  i n i t i a l  f i n a n c i a l  p o s i t io n  i s  
expected to  be m ain tained  due to  la rg e  in fu s io n s  of C orpora tion  funds. The 
C orpora tion  w i l l  fund a 2% deb t s e rv ic e  re se rv e  and a minimum 10.7% 
o v e r c o l l a t e r a l i s a t i o n  re s e rv e  (OCR) fo r  t h i s  i s su e  from u n r e s t r i c t e d  funds 
of
the C o rp o ra t io n .  These c o n t r ib u t io n s  b r in g  th e  e f f e c t i v e  program 
a s s e t - to - d e b t
r a t i o  up to  1.127, an amount s u f f i c i e n t l y  high to  a llow  the  program to  
absorb
s i g n i f i c a n t  lo s s e s  due to  loan d e f a u l t s .  While th e  ea rn in g s  o f  th e  OCR are  
not
re q u ire d  to  be re ta in e d  w ith in  the  program, the  investm ent income d e rived  
from
the debt s e r v ic e  re se rv e  c o n t r ib u t io n  coupled with ioan revenues should 
allow
the  program f in a n c i a l  p o s i t io n  to  experience  sound growth throughout i t s  
l i f  e .

We a lso  f in d  a d d i t io n a l  s t r e n g th  in  t h i s  bond program d e r iv ed  from the  Aa2 
ra ted  g en e ra l  o b l ig a t io n  pledge of the  C orpora tion . The C o rp o ra t io n ' s 
f in a n c ia l  p r o f i l e  i s  amongst the  s t ro n g e s t  of a l l  s t a t e  housing agencies  
nationw ide and Moody's expec ts  i t  to  remain so fo r  the  near fu tu r e .  The 
C o rp o ra t io n 's  $1.7 b i l l i o n  combined fund balance  as a percent, o f bonas 
ou ts tan d in g  i s  c u r r e n t ly  57.24%. C o n s is ten t  net revenue s t r e n g th  over the
Del S t l
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few years p a r t i c u l a r l y  w ith in  the  genera l account have allow ed the  
Corporation
to  continue t h i s  s t ro n g  growth path no tw ith s tand ing  some o th e r  o u ts tan d in g  
r i s k s  to f i s c a l  s t a b i l i t y .

The C o rp o ra t io n 's  l a r g e  and d iv e rse  management s t a f f  p ro v id e s  a sound base 
to
manage i t s  $4.7 b i l l i o n  of a s s e ts .  At approxim ate ly  310 s t a f f  members, among 
the l a r g e s t  n a t io n w id e ,  the  Corporation i s  f u l l y  capab le  o f managing the 
r i s k s
inheren t in  running  a housing agency. Of p a r t i c u l a r  n o te ,  th e  C orpora tion  
employs a s e p a r a te  I n t e r n a l  Audit department to  m a in ta in  a d d i t io n a l  
overs igh t
of a s s e t  and f i n a n c i a l  management. A d d it io n a lly ,  C o rp o ra t io n  s t a f f  p u b lish e s  
high q u a l i ty  and d e t a i l e d  d is c lo s u re  fo r  investm ent s u r v e i l l a n c e  p rov id ing  
g re a te r  in s ig h t  i n t o  C orpora tion  o p e ra t io n s .

Moody's has de te rm ined  t h a t  the  l i k e ly  combination o f in su re d ,  guaran teed  
and
low lo a n - to -v a lu e  (LTV) loans in  the  p o r t f o l i o  p ro v id e s  a sound a s s e t  base 
fo r
the  program 's f u tu r e  perform ance. As of December 31, 2001, 50% of the  
previous
ve terans  programs lo an s  have been covered by f e d e r a l  g u a ra n tee s  from the 
Veterans A d m in is t ra t io n ,  p rov id ing  a secure b a r r i e r  from ex ce ss iv e  lo s s e s  
due
to  loan d e fa u ? -s .  An a d d i t io n a l  23% of the  p o r t f o l i o s  a re  u n insu red  loans 
with
LTV's below 8 j % m i t ig a t i n g  the  p o te n t ia l  fo r  l a r g e  loan  lo s s e s .  The 
remainder
of the  loans a re  d iv id e d  between high q u a l i ty  p r i v a t e  mortgage in s u r e r s  
(20%)
and the F ede ra l  Housing A d m in is tra tion  Insurance  (7%) . In l i g h t  of p a s t  
Veterans Programs o f  th e  C orpora tion , i t  i s  expec ted  t h a t  th e  remaining 
loans
to  be o r ig in a te d  under t h i s  s p e c i f i c  program s h a l l  r e t a i n  a s im i la r  
com position .

The bonds a re  a l so  g u a ran teed  by the  S ta te  o f  A laska, which i s  c u r r e n t ly  
ra te d
Aa2. However, the  c u r r e n t  Aaa r a t in g  assignment on th e  2002 bonds i s  
independent o f  t h i s  g u a ran tee .

The Alaska Housing Finance Corporation i s  a n o n -s to ck ,  p u b l ic  c o rp o ra t io n  
and
government i n s t r u m e n t a l i t y  of the  S ta te  of Alaska e s t a b l i s h e d  fo r  the  
purpose
of p rov id ing  r e s i d e n t i a l  mortgage lean  f in an c in g  f o r  i n d iv id u a l s  of low to  
moderate income. As o f  June 30, 2001, the  Cc p o ra t io n  had $3.0 b i l l i o n  o f  
debt
o u ts tan d in g ,  n e a r ly  a l l  of which i s  ra te d  by Moody's.

OUTLOOK:

The outlook fo r  the  program and the C orpora tion  g e n e ra l  o b l ig a t io n  r a t in g  i s  
c u r r e n t ly  s t a b l e .

Key Facts (As of June 30, 2001):

Type of O b lig a t io n :  G eneral O bliga tion  of the  C o rp o ra t io n  

P a r i ty  bonds o u ts ta n d in g :  $180 m il l io n  

Corporation  combined fund balance: $1.7 b i l l i o n

C o rp o ra t io n  com b ined fu n d  ba la nce  as a % o f  bonds o u ts ta n d in g :  57.2%
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C orpora tion  u n r e s t r i c t e d  genera l account ba lance : $537.4 m il l io n

C orpora tion  u n r e s t r i c t e d  genera l account ba lance  as a % of bonds 
o u ts ta n d in g :
17.8%

C orpora tion  n e t  o p e ra t in g  revenue as a % of g ross o p e ra t in g  revenue: 27.37%
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