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Form 26 MUST BE COMPLETED AND ATTACHED WITH EACH PROPOSED PROJECT REQUEST

0 iw iiiM m 'wiw i == 1A mil—«n — rammMIMIiw <
PROJECT OPF.AATINC NAMES NUMBERS
1
vy FAIRBANKS GENERA!. AVIATION ATRON EXPANSION [FIUOGET BRUISI
»mioniTY PROJECT . IESTIMATED - ItOTAL PRO CT T
starting july 3.979 date fagility Sept. 19S0 E8§ %
10CATIONIS) AREA ELECTION PROJECT type
FAIRBANKS INTERNATIONAL served FAIRBANKS district 20-0 DUILOiNG ,
CONSTRUCT ION EQUIPMENT
source of cost estimate DOT/PF Aviation Design Division DATE OF ESTIMATE 9~78 OTHER
IMPROVEMENT X LANO
description
This project consistB of extending the existing general aviation parking apron ?('?Igi'iCEeEIHQF;ﬁfJER'ST'CS (Check one)
notheastward_for approximately 300 ’,_ If feasible, this project also anticipates Addition 1o existing facility DC
adding electrical receptacles for engine heac-ups, Renovation 0| existing faculty Lo
Major maintenance or repair
Supplement previously autlvarljed L-J
funds to enable completion
Quter 1
I LOCATION FEATURES (de
S- witr.e auuroorlatc)
te Currently UM 11
Site IP f>c act]uircd
OUOGETYEAR OUOGETYEAR remaining S Utilities Jlre.Nly liviiit.sUltt cc:
PROJECT EXPENDITURES TOTAL OUOGETYEAR  PLUS t plus | cosT J access aircjtly rvoitiihte o
TOTAL ANNUAL CXPENOITURE(C«F»ShxlCent 335.0 200.0 135.0 - 1
PLANNING ANO ENGINEERING 37.0 25.0 12.0
LANO
CONSTRUCTION 286.0 i 169.0 117.0 i FAPPRtJI'fUATION REQUEST
EQUIPMENT jl Ptdm,i Rec«io\t 300.0
ADMINISTRATION ANO OTHER 12.0..... 6.0 6.0 1 i
Othm Gernir*' Foma
OPERATIONAL COST AND NO.PERSONNEL ULTIMATE BUDGET YEAR budget year iG. 0, Boon,
INCREASE 10ECREASCI ANNUAL OuDGGTVEaR PLUS 1 PLUS ? '!ASHA Dona,
other sources ini*#-A»»ncY Tror»far»
FUNDING - icT
CENERAL FUND 10.0 -0- 10.0 10.0 EovicT
SOURCE L |ARF "157CT
j TOTAL ANNUAL OPERATIONAL COST 10.0. _0- 10,0..... 10.0
leCITiQNS full-time equivalents - - TOTAL 335.0

AGENCY TRANSPORTATION

0t-1025(Rev. 6/78)

PY - s 55--Fnt

PROGRAM

2

AVIATION

CAPITAL BUDGET
PROPOSED PROJECT

+PRIORI'

APRON EXPANSION



Form 26 MUST HE COMPLETED AND ATTACHED WITH EACH PROPOSED PROJECT REQUEST

PROJECT . . OPERATING NAM es
fyltlc Fairbanks runway il safety area BUDGET ORULSI
PRIORITY F PRQJIECT ESTIMATED 'TOTAL PROJECT COST
15T July 390 Rerlef luty seeee v« 1 2500
ELECTION

LOCaTiON(S) AREA
Fairbanks international served FAIRBANKS DISTRICT 200

BOT/PF Aviation Bewj.gn Bivision DATE OF ESTIMATE

source of cost estimate

DESCRIPTION

This project will fill in and level out approximately 150" of an"old drainage
slough off of the approach to runway OIL.

BUDGET YEAR CIUOCET YEAR  REMAINING

PROJECT EXPENDITURES budget year PLUS 1 PLUS > cosT

total annual eapenOitur£(c*»]iuChit’

PLANNING AND ENGINEERING IB. O
LANO

COf.STRLICTION

CCUIPMENT

ADMINISTRATION ANO OTHER

OUDGCTYEAH DUOOCT YEAR

OPERATIONAL COST ANO NO *»ERSONNEL ULTIMATE
nuocCT year PLD5 1 PLUS 3

increase ioecaeasel ANNUAL

other sources

FUNDING  GENERAL fund
SOURCE
TOTAL ANNUAL OPERATIONAL COST
FULL-TIME COU'VALENTS

TRANSPCRTATION AVIATION

Pttnr.RAM

AGENCY

5 CAPITAL DUDGET
1SR ) PROPOSED PROJECT

NUMBERS
PROJECT tvpe
building
CONSTRUCTION EQUIPMENT
OTHER
improvement X land

PttOJCCT CHARACTERISTICS ICReck one)

Totally new facility r-~i
Addition to existing facility DO
Renovation of existing facility DU
Major maintenance or repair cz1

Supplement previously outnarijed D J
funds to enable completion
Omer - 1

LOCATION FEATUREStchecK
vhcrc anorooriate)

Site currently wwitui

Site io I>e acquired

Utilities ateutfjy ;ivaifable

Access already available

Al-PnOr-RIATION REOQuUCST
[ F*d»n>l Rrctievt 210,0
Ronv',r*d Gx»ft«iitl Fund Matching

O lhji Gonont FunO

C, O, Bgndi

AShA &]ﬂ

InWi-Aguiicy 7r»mtrrl

" IARF 250 "

total | 23B0*

PRIORITY NO FARBANKS RANMY OIL SAFS

ki (I
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I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm ima”s on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Date



NOTE: SB 202 & SB 203 ARE COMPANION
BILLS. BACK-UP FOR THE BILLS IS IN
THE BILL FILE FOR SB 202.
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COMMITTETE REPORT
HOUSE
FURTHER
April 3, 1979 Date
Mr. Speaker:
The Committee on FINANCE has had SB 203
"An Act authorizing the issuance and sale of an additional $8,500,000
in revenue bonds for international airports: off. date."
under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:
[ *] do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)
[ ] same title
[ 1 replace with CS for L J new title
and recommends
[ 1] AND attaches a "Letter of Intent"” ( 1 New Fiscal Note
[ 1 reports it back without recommendation
[ 1 referred to the Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS
7
1A ]
Z _______
¥y< // £
S
V4
CHAIRMAN
-
H 60 (Rev. 12/78)



Introduced: 2/13/79
Referred: Commerce and

Finance
1 IN THE SENATE RY FAHRENKAMP AND BENNETT
2 SENATE BILL NO. 203
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 ELEVENTH LEGISLATURE - FIRST SESSION
5 A BILL
6 For an Act entitled: "An Act authorizing the issuance and sale of an addi—
7 tional $8,500,000 in revenue bonds for international
8 airports and providing for an effective date."
o BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
10 * Section 1. AS 37.15.410 is amended to read:
n Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of providing
12 part or all of the money to be used, with or without any grants or other

money which may become available, the issuance and sale of revenue bonds
14 of the state in the total principal sum of not to exceed $43,325,000
[$34,825,000] 1is authorized to acquire, equip, construct and install the

16 additions, improvements, extensions and facilities authorized in AS 37.-

17 15.510. The principal of and interest on these bonds shall be paid out

18 of and secured by the gross revenues derived by the state from the

ownership, lease, use and operation of the airports, and of all the

facilities of them and out of any other revenues or money which the

2

21 sta! legislature may provide exclusive of any state tax or license.

» * Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-
o3 070(c).

24

25

26

27

28

2-

-1- SB 203
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Introduced: 2/1J/79
Referred: Commerce and
Finance

BY FAHRENKAMF AND BENNETT

IN THE SENATE
SENATE BILL NO. 203
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act authorizing the issuance and sale of an addi—
tional $8,500,000 in revenue bonds for international
airports and providing for an effective date."”
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.15.410 is amended to read:
Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of providing
part or all of the money to be used, with or without any grants or other

money which may become available, the issuance and sale of revenue bonds
of the state in the total principal sum of not to exceed $43,325,000
[$34,825,000] is authorized to acquire, equip, construct and install the
additioi.3, improvements, extensions and facilities authorized in AS 37.-
15.510. The principal of and interest on these bonds shall be paid out
of and secured by the gross revenues derived by the state from the
ownership, lease, use and operation of the airports, and of all the
facilities of them and out of any other revenues or money which the

state legislature may provide exclusive of any state tax or license.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

070(c).



RECORDS
" CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Qr <3/i23/°?0Q
Signature of Camera Operator Date
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Introduced: 2/13/79

Funding Information Referred: Commerce and
General Fund -0- Finance
Other Funds 8,500,000

8930 W6

BY FAHRENKAMP, BENNETT, FERGUSON
IN THE SENATE AND HACKNEY

SENATE BILL NO,
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act making a special appropriation from the Inter—

national Airports Construction Fund to the Fairbanks

International Airport; and providing for an effective

date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1- For the purpose of carrying out the provisions of AS 37.15.-
410 - 37.15.550, there is appropriated from the International Airports Con—
struction Fund the sum of $8,500,000 for the acquisition, construction, and
equipping of airport facilities as authorized in AS 37.15.510 at Fairbanks
International Airport.

* Sec. 2. This Act takes effect on the effective date of a version of an
Act entitled "An Act authorizing the issuance and sale of an additional

$8,500,000 in revenue bonds for international airports.™

-1- SB 202
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#4 * 1
Wi COMMITTEE REPORT
X. XX .
SENATE
FURTHER:
3/12/7"
March 13, 1979
X:V
Date:
Mr. President:
The Committer on FlNANCE has had sc 203

authorizing the issuance and sale of an additional $8,500,000 in revenue ootids
for international airports

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[ 3 do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)

[ 1 same title
[ 1 replace with CS for [ 1 new title

and recommends

[ ) AND attaches a "I/.\et}:er jof Intent” [ 1 New Fiscal Note
. /v p<s il
W reports it back...ctEh"iru== recommendation
i i referred to the Commi ttee
MEMBERS SIGNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:
7T T7 “
/| p ICc-/  :)r /X)F\
//
rco /0z...~ A0 fd t-X"
. YYyMr. .- n xX- C
f7.
4 a1l /u (X
T p>

S 60 (Rev. 12/78) 6 Vj tt/zls
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IN THE SENATE

Introduced: 2/13/79
Referred: Commerce and
Finance

FAHRENKAMP AND BENNETT

SENATE BILL NO. 203
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION

A BILL ?
|

For an Act entitled: "An Act authorizing the issuance and sale of an addi—

tional $8,500,000 in revenue bonds for international

airports and providing for an effective date."”

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of providing
part or all of the money to be used, with or without any grants or other
money which may become available, the issuance and sale of revenue bonds
of the state in the total principal sura of not to exceed $43,325,000
[$34,825,000] is authorized to acquire, equip, construct and install the
additions, 1improvements, extensions and facilities authorized in AS 37.-
15.510. The principal of and interest on these bonds shall be paid out
of and se. ired by the gross revenues derived by the state from the
ownership, lease, use and operation of the airports, and of all the
facilities of them and out of any other revenues or money which the

state legislature may provide exclusive of any state tax or license.

* Sec. 2. This Act takes effect immediately in accordance with AS 01.10.-

070(c).-

1 SB 203
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Introduced: 2/13/79

Referred: Commerce and
Finance
IN THE SENATE FAHRENKAMP AND BENNETT

SENATE BILL NO. 203
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act authorizing the issuance and sale of an addi—

tional $8,500,000 in revenue bonds for international

airports and providing for an effective date."

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.15.410 is amended to read:

Sec. 37.15.410. BOND AUTHORIZATION. For the purpose of providing
part or all of the money to be used, with or without any grants or other
money which may become available, the issuance and sale of revenue bonds
of the state in the total principal sum of not to exceed $43,325,000
[$34,825,000] is authorized to acquire, equip, construct and install the
additions, 1improvements, extensions and facilities authorized in AS 37.-
15.510. The principal of and interest on these bonds shall be paid out
of and secured by the gross revenues derived by the state from the
ownership, lease, use and operation of the airports, and of all the
facilities of them and out of any other revenues or money which the

state legislature may provide exclusive of any state tax or license.

* Sec. 2. Tiis Act takes effect immediately in accordance with AS 01.10.-

070(c).
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TME LEGBSLATUBUE E?%&ﬁ%%ﬁﬁ%cmmnl
. . JUNEAU. ALASKA 99811
Bmtimmu comim PHONE: (907! 465-3795

March 15, 1979

MEMORANDUM

TO: Jflhn Sackett, Chairman
natQ Finance Committee

FROM: an, Director
glsdative Finance Division

SUB.JE International Airport Revenue Fund

The second page of this memorandum sets out the current
cash position of the Anchorage International Airport Revenue
Fund as taken from the hand-written document provided by
DOT which 1is also attached, and relates the current cash
position to the Governor®s proposed capital projects. In
brief, 1if appropriated all of the Governor®s projects
requested for FY 80, there would still be a surplus cash bal—
ance of $3,"7 ,000 available for appropriation.

Regarding the $8.5 million in revenue bonds proposed

in SB"s 202 anc 703, the hand-written memo states that the
statutorily-required debt service coverage (combined airport
net revenues over debt service) 1is currently 5.14 x annual
debt service and the law requires that it be not less than
1.30. In other words, the $8.5 million in additional bonds
would not push the annual debt service ratio anywhere near
the legal limit of 1.30. (Currently $20.4- million in out—
standing International Airport Revenue bonds with annual debt
service at $1.9 million)

JHI1 Zpw

Attachments



INTERNATIONAL AIRPORT REVENUE FUND (IARF) STATEMENT

Cash Position FY 79 Appropriations

FY 79 Capital Appropriations:

Anchorage Terminal $13,000,000
Cash as of 3/2/79 $ 1,765,000 Other Anchorage Projects 830,000
Investments 24,500,000 Fairbanks Projects 480, 000

Total $26,265,000

Present IARF Cash Position $26,265,100
Minus FY 1979 Appropriations - 14,310,000
11,955,000

Plus Net Income for 4 months
(through 6/30/79) 2,000,000

IARF Balance Available for
Appropriation in FY 80 $13,955,000

GOVERNOR®S FY 80 PROJECTS
(1ARF Funding Only)

Anchorage International Terminal $10,100,000

Anchorage Security Plan Development 65,000
Fairbanks Taxiway Extension 38,000
Anchorage Equipment 15,000
Fairbanks Runway IL Safety Area 25,000
Anchorage Skid Resistant Seal 35,000

TOTAL $10,278,000

IARF Balance Available for
Appropriation in FY 80 $13,955,000

Less Governor®s FY 80
Projects - 10,278,000

FY 80 BALANCE $ 3,677,000

$14,310,000



Agency

Revenue

Subtotal

Commerce

DOTPF

DOTPF

Public Safety

Subtotal

Subtotal

Subtotal

Capital Project

Location

DEVELOPMVENT CATEGORY

AK Municipal Bond Bank Reserve

Department of Revenue

AK Housing Finance Corporation
Matching EDA 304 Funding
e Ak Power Authority Grants & Loans

Department of Commerce

Nome Harbor Facilities
Hole-In-Wall Breakwater
Ketchikan Harbor Facilities
Wrangell Harbor Facilities
Petersburg Harbor Facilities
Seward Harbor Facilities
Elfin Cover Harbor Facilities
OlcJ'Harbor Float Facilities
Hyder Launching Ramp

Project Contingencies & Emergency Repairs
Administrati on/Engineering

DOTPF

TOTAL DEVELOPMENT CATEGORY.

Dredging, Haines Terminal

Power Pack Repairs

Navigational Lights Conversion
Piping Replacement

Vessel Spare Parts

Anchorage International Terminal
Anchorage Security Plan Development
Fairbanks Taxiway Extension
Anchorage Equipment ¢

Fairbanks Runway IL Safety Area

Anchorage Skid Resistant Seal

DOTPF
Major Repairs to Weigh Stations

TOTAL TRANSPORTATION CATEGORY

Statewide

Statewide
Statewide
Statewide

Nome
Ketchikan
Ketchikan
Wrangell
Petersburg
Seward
Elfin Cover
Old Harbor
Hyder
Statewide
Statewide

TRANSPORTATION

Haines
Southeast
Southeast
Southeast,
Southeast,
Anchorage
Anchorage

Fairbanks
Anchorage
Fairbanks

Anchorage

Statewide

General
Funds

2.500.0
2.500.0

2.500.0
123.5
3.CQ0.0

5,623.5

500.0
170.0
45.0
400.0
65.0
400.0
130.0
' 250.0
.. 60.0
= 80.0
300.0

2.400.0

$ 10,523.5

50.0
45.0
80.0
100.0
100.0

Southwest
Southwest.

375.0
25.0

400.0

Other Source

A

o
10,100.0 I1ARF
-- 585.0 FED
65.0 |1ARF
347.0 FED
38.0 IARF
200.0 FED
15.0 I1ARF
210.0 FED
25.0 I1ARF
315.0 FED
35.0 " IARF

119350 //6 27%$.6Z A RF

1,657.0 FED

10,278.0 IARF

[ R
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FAIRBANKS AIRPORT ITEMIZED EXPENDITURES

$ 237,360.00

374,580.00

334,125.00

2,040,000.00

1,229,000.00

1,500,000. 00

Belov; please find outlined the projects and their costs for the
proposed acquisition, construction and equipping of airport fa-—
cilities at the Fairbanks International Airport.
Additionally, attached please find the necessary backup information
that has been supplied by the Department of Transportation and
others.
Fairbanks Runway Oil Safety Area - .oocioiiiiimiioe i aaaaaaaans
(This project will fill in and level out
approximately 150 of an old drainage slough
off of the approach to runway 01*L.)
Fairbanks Taxiway EXTenS T 0N ...t it it e i a e ceaaaans
(Construction of a taxiway, designed for air—
craft weighing 12,500 Ib. and under.)
Fairbanks General Aviation Apron Expansion...................
(This -project consists of extending the
existing general aviation parking apron
northeastward for approximately 300".)
Fairbanks Bondable Storage Building ... .. .o oo oo,
(This project would allow a warehousing
complex of 24,000 square feet.)
Fairbanks Hydrant Fueling System.. .. . i iiiiiiiiiiaaaaaaaaaan
(This project would allow for a central
underground fueling facility, fronm
hydrant outlets, through a mobil filter—
ing - metering unit.)
Falrbanks West RamMp cuoro oot o et et e c e aee e cecee e mmaaan
(This projecu would make more ramp space south
of the main terminal.)
Fairbanks Land AcquUiST i ON oo o it ia e ciaaaaaan

(This project would purchase land on north —
west corner of airport to allow room for
construction and to provide a buffer zone.)

Fairbanks EquUIPMeE Nt oot et et et e e c e ceceaaaans

(This project would allow the purchase of
1 - Hough Aircraft Tow Tractor with Crab
Drive, 1 - set of Pneumatic Air Lifting

Bags, -1 ron laccmecnt—o f- Pi re- Rescue-

Brake down of the above 1is as follows:

] - Houch Aircraft Tow Tractor with Crab Drive

1 - sen of Pneumatic Air Lifting Bags

2,600,000.00

5150,000
50,000



imilUg P.0. Box 5028, North Pole, Alaska 99705

DIVISION or EARTH RESOURCES COMPANY Or ALASKA

907/483-2741
907/488-2742

March 7, 1979

Senator Bettye Fahrenkamp
Pouch V
Juneau, Alaska

Dear Bettye:

Enclosed are the items as discussed at the Legislative/Aviation
Committee Meeting of the Greater Fairbanks Chamber of Commerce
on March 6, 1979.

1. Hydrant fueling system cost as of April 13, 1978, and
project description.

2. Additional weather bureau data for informational purposes.
3. According to best estimates verified this date, the

warehousing complex would be 24,000 scuare feet at a
cost of $60 per square foot plus site "mprovements and

equipment:
Eui!ding $1,440,000
Equipment 215,000
Foundation Fill Material 085,000

$2,040,000



TANANA MECHANICAL,INC

BOX 11S9, FAIRBANKS, ALASKA 99707
PHONE (907) 452-1792

April 13, 1978

Polczer A Associates
Star Route Box 106/1
Fairbanks , AK 99701

Attn: Terry Palczer SUBJECT: Central fueling facilities
at Fairbanks International
Airport

Gentlemen:

Confirming our conversation of this date re: subject project, we offer the
following:

We estimate the total contract price to furnish and install this fueling faci—
lity will be One Million Two Hundred Twenty Nine Thousand Dollars ($1,229,000.00

The salient points of this system are a 15" buried steel line from Tesoro bulk
plant at the airport past Standard Oil Co. plant. CentralDumping,metering and
filtering facilities will be provided at both bulkplants.

At the airport terminal facility there will be provided fourteen 4" underground
fueling hydrants, each with a capacity of 600 G.P.M. The 16" line will terminal
at the Wein hanger.

-K)z e IS, “Sg'un'@j Til lisrip.Q cspsciT"/ (I Ilﬂ(d:“

is based upon a maximum of four hydrants in operation at any onetime; in other
words a capacity of 2,400 G.P.M. Svstem pressure at the 4" hydrant outlet will

be 60 P.S.I.

It is planned that the aircraft will befueled from the hydrant outlet through
a mobil filtering - metering unit.

The hydrants will contain an electrical controlto enable selection of Tesoro,
Standard or "OFF". Emergency m~nual shut-off valves ateach hydrant and at each
bulk plant and at two other locations on the main are provided. Check valves at
each bulk plant will prevent back-pressure in that plants piping when the ocher
bulk plant is pumping.

Conti nued



0y & ASSOCIATES PAGE 2

Attached are;

1. A copy of cur takeoff and pricing sheet.
2. A copy of unit prices.

We have previously transmitted to you a copy of our calculations for main line
sizing and pump selection.

Please contact the undersigned if additional information 1is required.
Very truly yours,

TANANA MECHANICAL, INC.

0 1 - M

EUGENE R. RUTLAND
Engi neer

ERR:smb

r.tCcCh .

TANANA MECHANICAL. INC. . P. 0. BOX 11S9 <« FAIRBANKS. ALASKA 99707



Zfc> Capixi budget Project Justification

CRjcctiviTi A scAccui.dc program to provide neccsnnry facilities nnd ncvviccn in a timely

and efficient manner.
Junify tin proJe<n wing th* (our hatdinj< b*>Ow (it »w» o'dwr lhey tppur.  Expen<l upon mh nellon i r<tulred. n*>*it httding wlisn coinmtnelny r«ponxj. Submit Juitllicallon (or

wch lIrt™( «@dm column o( form 27, At™»ch™ottbility ytudi**, rtporii, or otliw documentation »v»il,bl*. U>* Form 33 »i continuation ditot.
|, DOCUMENTATION Of.NEED tCMc Quantitative and measurable need.) IIl. DOCUMENTATION Of ESTIMATED CARiTAL COST
1 ANALYSIS IMPACT ON OOEOQATION Wlscus?; degree of reliabilty.)
A, of expense
(csmituie and ju>tify.)e xpens IV. IDENTIFICATION OF ALTERNATIVES CONSIDERED
5t.tte why rejected.)
PROJECT PURPOSE
This project is requested for safety reasons. This project would level out the Ilﬁir;)erg}sle%nentth%tfac‘rch"
deep slough approximately 1000 beyond Runway IL. With this impro/ement, a pilot Accommodation of Increjésed
landing short ov in an aborted takeoff situation would be able to execute a Demand .
landing in thi3 area. New Program o' Service
PAc,comm,\ﬁda(tjlond ]
I1. Following construction, this would remain an umaaintained area, Therefore, no ,r\lorjeﬁroiio%n Eictiete)oy aw o a
annual maintenance cost is anticipated. oer
I1l1. Costs are estimated as follows:
Common fill material / $184,000 PROJECT QGNEFITS
Contingencies, engineering & administration (2.9%) 53,360 Fgcheck any that annly)
TOTAL $237.360 revent loss of lilc or proPerty
Reduction of accidents or llness .
. . . ] . Protect Investment In existing
IV. The do-nothing alternative is the only reasonable alternative. |If this alterna— facilities
tive is chosen, an aborted flight in this area would result in a catastrophe. im[prove production possibilities
Approach lights in the same area could have the same result, but if the pilot of Alaskan industries onc/or
. ) - - . earning capacjty of citizens
could stay out of the approach light path, the inclusion of this project could Create potential for time or a
save an otherwise fatal situation. cost savings ¢
Protect natural environment c7J
E?tabhsh recreation potential
Olher a
CzD
AGENCY mMIimhZLQK <. PROGRAM -JMU&JIM PRIORITY NO.

pojctTin.  FAIRBANKS RUNWAY OIL
_J SAFETY AREA P CAPITAL BUDGET

A A PROJECT JUSTIFICATION

01 -1026(Rcy. 0:'78)
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(XUL.CTIVC:

nnd efficient manner.

Juit(fv tb* pti>|rtt U103 m« tour LOLIUDL tmiow in Tt* o« wee dltiy rppwor,
1Uch

Gxp*ml upon *»ch iKtion ti miulr*tl.
tiinxt In lint column of Form 27, Atuch U.iitiilhy ituclioi. reporti, or oih*< documariutlon »v.iMlij«, U IOtForm 23 M continuation *h**t.

|. DOCUMENTATION OF NEED (Cite quantitative ona measurable need,)

ol ?[TSAH{S _Sacha ||V\rln>pﬁr:yt,’0n operation expense

til. DOCUMENTATION OF ESTIMATED CAPITAL COST
(Oiscuss degree of reliability. |

»V. IDENTIFICATION OF ALTERNATIVES CONSIDERED

tSlatc wl\y rejected.)

' During the past two yearo, requests for leaseo in the general aviation nrcn have
exceeded chose improved lease lots vhich have developed, These include leases to
private individuals to develop hangars to houoc individual aircraft. Thl3 type of
investment has become necessary for ownero of more sophisticated nnd expensive
aircraft for protection against the elementa. The creation of new lease areas
does require extension, of a tnxiway to provide access to cite operations area.

1. Creation of a new tnxiwny will increase the maintenance requirement of the area.
The State will provide winter snow removal and summer maintenance, estimated to
require 200 men nnd equipment hours annually. A man and equipment hour is

defined at $50/hour for an annual maintenance cost of $10,000. The addition of
che taxivny will result in an additional 400,000 s.f. of rentable land to be
developed, resulting in a potential revenue of $24,000/annum.

[, Capital costs are estimated as follows:

Excavation 6 Embankment $213,000
Crushed Aggregate Base 40,000
Bituminous Surface Treatment 34,000
Sub-Total : $287,000
Administration, Engineering 6 Contingencies (34%) 149,940
TOTAL $384,580
(cont )
AGENCY . TRANSPORTATION PROGRANM aVIATIQN _PRIORITY NO..
Project Title: FAIRBANKS TAXIVIAY
EXTENSION 2 6 CAPITAL BUDGET

PROJECT JUSTIFICATION
01-1026(Rcv. 6/78)

A statewide program to provide necessary fncllltieo and services

mpttt ho*rtinu wlun commanclrtj mfion?*,

in n timely

Submit JuniINcitlan ior

I'nojuTT purpose

Tehee* Til thai Xirty)
improvement ol Services
Accommodation at increased
Oem.md .

New Pmgram or Service
Accommodation

Project Mandated by Law or
Hrp,Nation (cite)

Other

PROJECT SENEFITS

fchcck any that nnnlyj

Prevent loss of tile or property
deduction of accidents or 1llness
Protect investment in existing
facilities _ .
improve production possibilities
nf Alaskan industries and/or
earning capacity of chitons
Create potential for time or
cost savings. ,

Protect natdr.il environment
Establish recreation potential
Other

a

a

tuD
EZD i

CD

CD

CD
CD



Vi A 1Iil\/il‘lvU u n

XV. 1. Do nothing. While this is a viable* alternative, it doeu not nutinfy the need for expansion by an expanding
market in Fairbanks. Paac experience has shown chat when the services cannot be provided, operators tend
to find a way to locate in areas which become inconsistent with long-range requirementa.

2. Place the burden of development on. operators. The State leaaeo land" with provisionn of providing access to
the land. This service is built into the leaGe rate.

HPT!  FAIRBANKS TAXIWAY EXTENSION AGENCY TRANSPORTATION REVISED

01- 1023 (Rev. 7/77)

Nt ‘. oo —urli tli;
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OBJECTIVE! A statewide program to provide necessary facilities nnd nerviceo in a timely

and efficient manner.
Jmtlly (ho project udng (ho lour hetdingi b«lOW ih (ha order lhay appur, Expand upon each (action ai required, Repeat holding wh.n commencing trrjponu. Submit JunUicilbii for
each project listed In dot column ol Form Attach feasibility itudies, reports, or othor documentation avaltebla, UsoJPerm 23 at continuation sheet,

I. DOCUMGNIATION OF NEED (Cue quantitative and mtasurable need.) Ill. DOCUMENTATION OF ESTIMATCO CAPITAL COST
(Discuss degree of reliability.J
- '?C'\lsiAnLJj%elS a%g jlll}ASPt,?%T)lON OPERATION EXPENSE IV. IDENTIFICATION OF ALTERNATIVES CONSIDERED
(SUic why rejected.)
l. The demand for private aviation hao increaoed steadily during the recent past and ?s&ﬁ(clnptuhﬁ%%%vt
has resulted in a need for accommodating additional aircraft which cannot be Improvement ol Services
achieved. Accommodation ol Increased
Demand _
. _ L . New Pregram, or Service
11, Some additional annual cost will result, although it is difficult to calculate Accommodation
analytically.- The parking aprons receive full maintenance both winter and summer. Project Mandated by Law or
This project increases the present apron size by about 10%. For administrative .Oﬁﬁg}“atlon @t
purposes, it is assumed chat an additional maintenance cost of $10,000/annum will
result.
lit. Project costa are as followsi IPOjIcT benefits
. check any (hnl appl
Excavation £ Embankment $150,000 revent 1oss 0( life & prope”y
Base Course 22,500 Reduction of accidents or illness
Bituminous Surface Treatment . 21,000 P%gé?ﬁttielaneﬂment In existing
Electrical head Bolt Connection 51,000 Improve production possibjlities
Sub-Total $2A7,500 <f Alaskan industries and/nr
Engineering, Administration U Contingencies 96,625 Cearrllng,{:aptacrt){ oftpltlzens
reate potential tor time or
TOTAL $334,125 s Szlgvings |
i i . i . i . Protect natural environment
IV, 1. Do nothing. This alternative will induce increased pressure on the airport# Establish recreation ixatenlial
for additional tie-down space which, historically, has been provided on a Other

fee basis. This alternative is not considered.consistent with State statutes.

(cont 1)
ACBENCY. TKAKFFIMAXIQK. PROGRAM _ AVIAXIQHL .PRIORITY NO..
Project Till..  FAIRBANKS GENERAL AVIATION
APRON EXPANSION 2 CAPITAL BUDGET

PROJECT JUSTIFICATION
01 —]026(Ecv. 6/75)

i v.il.. Lyd'yf e U —

a
no

CD

CD
CD

CD



2. Delay until a larger project is necessary. Although thin alternative may provide aomc economics in lower
construction costs, it also places increased burdens on airport management to accommodate prcuent demand.
This often results in increased management cost3 and would probably result in temporary locations being
developed and relocated at a later date.

3RU  yAtttftAMKS CF.MRRAT, AVIATION APRON EXPANSION AGENCY  TRANSPORTATION REVISED

EXPLANATION i
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Form &> S'UST OF COMPLETED AND ATTACHED NVITH EACH PROPOSED PROJECT REQUEST

ipvVa.«»

PROJECT n o
FAIRBANKS TAX IWAY EXTENSION OPERATIN_G . JAIES
leeC budget firuisi
Ioriority , project . stimated .. itotgl phgijccttost
T PP i2 w o PR it mo PO
LOCATIQNIS) - I AREA ELECTION
Fairbanks Intermitional Airport J served .Fairbanks district 20-0
COUNCA of cost estinate DOT/PF Aviation Deni”n Diviaion OATE OF ESTIMATE  9-78
DESCRIPTION
Construction of a taxivay* denigned fot aircraft weighing 12,500 Ib. and under

This taxiway scares on the southeast edge of the general aviation apron and
continues northeast approximately 2000 ~.

number;
\] EOJECT TYPE
OUILQING
CONS TFiUCTION rOUI'MCNT

i OTHER
I IMPROVEMENT X LANO

FMtOJtCT CHARACTERISTICS (Oed< one]
Totally new lacilily
AcraiiioR id existing facility TO
Rti'OvMiml al cxiitinn f.ici'ily
Magor_ maintenance or repj»r-
S,ug)la,mtm previously authorized B
8Itlh 4 o enable cunipietion

er

LOCATION FEATURES (chrck
where _||||pr0nr|a|t)-

J

Si1G CUIVL-ITIY uwillb Ca
Site in lie_acuu'reu C=3
OJOGET YCAR  OUOGETYEAR  remaining Utilities iTlL-"nly UV,iil.MIC cn
PROJECT EXPENDITURES TOTAL QUOr.CT YEAR PLUS 1 PLUS ? COST Aect-ss a|ready available cm
TOTAL annual EXPrNOITUREEC.n.UICOIO!  3P,r,.ni 200.0 . 183.0
PLANNING and engineering .. 19..0 10.0 8,0
LANO - )
CONSTRUCTION 0 180.0 .171,0 | AFPROMAT*ON riLUUCST
EQUIPMENT R, < IUlpil ) 8A7.0
ADMINISTRATION and other 15.0 10.0 5.0 I \Reulra.l Gnt,™ Fund Mulching
Oihir GamAill Fmn
OPE RATIONAL COST ANO NO.PERSONNEL  ULTIMATE. BUDGET YEAR OUOCCTYEAR 1 \c.0 Clomn_
INCRCA5 r. (OFCRi-Asr . i ANNUAL OUOGET YCAR  PLUS 1 PLUS J [ASHA lloci
) OTHER sources 1 J_-I_nquAQ"WYr-ntlm
Funding  GENERAL FUNO i JOinri
sounee _ TAR? 10.0. -0- ia,o .. 10,0 - L AR~ 38,0
total annual operational cost 10.0 10.0 10.0 | oo N
-OEITiONSIFULL-.TIME EQUIVALENTS [ TOTAL 385.0
AGENCY TRANSPORTATION FHOGRAM AVIATION PRIGRETY Mn  FAIRBANKS TAXIWAY EXTENSION
O £? CAPITALBUDGET
A~ PROPOSED PROJECT
01-1025(Rev. ¢/73)
<ly

et

® It Mil men



-O' VnjjHtii bucjget t*ropoficcl Project

Ponn 26 MUST BE COMPLETED AND ATTACHEDM\QINIOTH EACH PROPOSED PROJECT REQUEST

tww. hrt< tiw m u w » v in«criwu»woiMCin>v><»0On™M>Aw< <i.«

project _ o . OPF-RATINC NAMES NUI. OEMS
TITLE Fairbanks general aviation apron expansion DUDCEY ORUICI
priority PROJECT .. ESTIMATED. . ITOVAL PROJECT COST
dhtctine JIHY 199 jiakRefard!ity SRR 1030, j PROJECh et
uOCATIONIS) 1 AREA election PROJECT TYPE
FAIRBANKS INTERNATIONAL 1 served FAIRBANKS district 20-0 DULIOING tl___
CONSTRUCTION * | COUIPMCNT
source of cost estimate DOT/PF Aviation DESign Division DATE OF ESTIMATE 9-78 ) other -

improvement  JX LAND
DESCRIPTION

This project consists of extending tlie existInc General aviation parking apron PROJECT CHARACTERISTICS (CRtck one)
- . - - - .. Toiany Rtvr liicil.ty . —1

northeastward for approximately 300°. If feasible, this project also anticipates Addition 0 existing facility Cvj

adding electrical receptacles for engine heac-ups. Renovation ol exisfing faculty .

Major maintenance or rupdir”
Supplement previously authorial [0
E)undsr 10 enable com-.netion

ute !

LOCATION FEATURES (c'ucx

: \f\r.cr.c auprcroriate )
Si(e currently owner. no
_ ouoget year OUOGET YEAR  REMAINING 'S\]tKiiiiliESb\(]:”?? f;,r?.d,jmm»c P—O 1
PROJECT EXPENDITURES total OUQCE T YEAFi  plus i PLUS j~ COST Accci's iirejdy” nvjiij.IRe c00
total ANNUAL EXPENDITURE @Sl Qiill 335.0 200.0 135.0
PLANNING ANO ENGINEERING 37.0 25.0 12.0
LANO oo
CONSTRUCTION 256.0 169.0 117.0 4 _ * API"nOI'MIATION RCti'JEST
EQUIPMENT e - %Ftilwl(l fUcHnv. 300.0
ADMINISTRATION ano OTHER i 12.0 1 6.0 6.0 ntqolrJil r.sndi Fund Moicmnj
10lh<o> G.'nlii« Fund
OPERATIONAL COST ANO NO.PERSONNEL  ULTIMATE eUOGET VEAR  OUOGET YCAN . )60 Uonm
INCREASE I1DECREASCI ANNUAL nuDGCY VEAR  PLUS 1 PLUS ? J ASHA Dona.
10THER SOURCES o J InLi-A'J.ncy T(*r*i(on
FUNOING FGENERAL FUND L 10.0 r -0- 10.0 10.0 tomei
j TOTAL ANNUAL OPERATIONAL COST 100, _0- 1.0,0. 10.0
Joositions!FULL-TIME COUIVALCnTS : . total 335.0
AGENCY TRANSPORTATION PROGRAM AVIATION PRIORITY NO PAIRSAITS GENERAL AVIATIO1

2 ) capital nuDGET
A PROPOSED TROJECT

01-1025(Rev. 6/78)

ur
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Form 26 MUST BE COMPLETED AMD ATTACHED WITH EACH PROPOSED PROJECT REQUEST

OPERATING

Ounr.er nnufsi

isiee

>H/ioruTY

FAIRBANKS RUNWAY IL SAFETY AREA

P*»Q0JECT
oTmT,NC

ESTIMATED
i*Js/ov”h"rv Sept.

TOTAL PROJECT COST

235.0

ELECTION
OICTRICT

Aly 1979 1979

AanA
seiweo

LOCATION(S)
Fairbanks

FAIRBANKS

international

source of cost estimate DOT/PF Aviation Design Division DATE OF ESTIMATE

description

This project will Ffill In and level out approximately 150* of an"old drainage
slough off of the approach to runway OIL.

fcupds to enable completion o~ 4
LOCATION FEATURES (check
vtherc appropriate )
gqe gurlrently VW|(;13| C2G
IUOGET YEAR  OUOGET YEAR  REMAINING U'tﬁitigs?1390,9/?y'r%\,ai|ab|e 523
PROJECT EXPENDITURES TOTAL BUDGET YEAR  PLUS 1 plus t COST Access alrc.tly available 0
total ANNUAL CXPENOITUAEIC.OUHCOH®™  235.0 235.0
PLANNING ANO ENGINEERING il. 0 10.0
LANO
CONSTRUCTION | APPROPRIATION Rt*ouciif -
CCUiPMENT 209.0 209.0 1 | F.Oer.i Hfckipn 210.U |
AOMINISTP ATION ANO OTHCP a.o 0.0 j j Raurd fonc Matching
f  GoddlBFund
OPERATIONAL COST and no .PERSONNEL ~ ULTIMATE CIUOGCT YEAR ~ OUOGET YEAR JC, 0. Tty
INCREASE (DECREASE! annual [RIOGET VEAFI  PLUS 1 PLUS ? I JASMA Donat
OT.im sources £ Ayttnoy Tun/cr(
FUNOING general fund Om«r
m -0- -0 - -0- I 1ARK 25.0 |
TOTAL ANNUAL OK RATIONAL COET _0- -0- -0- _— a°H, . >3
i"0SiT IONS FULL-TiME CCiUiVALENTS t0Tal . 235.0 IB
AGENCY TRANSPORTATION , PROGRAM AVIAT 10N ARLRAFITY NO  FAIRBANKS RUKWAV OIL SAFETY

P fT CAPITAL BUDGET
PROPOSED PROJECT

,MN*D

QI-1025(Rev. 6/78)

NU'.'Ot AS

PROJECT type
1JUILOING

1 CONSTRUCTION EQUIPMENT
OTHER
IMPROVEMENT X LAND

RUOJCCT CHARACTERISTICS IC trck one|
Totally n«v logility

AdCJ'lion lo existing facility. D£
Renovation of existing facmty 1ZD
Major maintenance or ropalr
Supplement prevmule authorljed a
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J8ia hegislature

penate
Committee on Commerce
Pouch V
State Capitol
Official Buoincas Juneau, Aluekn 99811

LETTER OF INTENT

The Senate Commerce Committee has considered Senate
Bill No. 203, "An Act authorizing the issuance and sale of
an additional $8,500,000 in revenue bonds for international
airports and providing for an effective date,” and a majori—
ty of the Committee reports it back with a reepmmendation of
"Do Pass™ with the following intent:

It is the intent of the Senate Commerce Com—
mittee that funds made available for the project
indicated in Senate Bill No. 203 are not used
unless the Commissioner of the Department of
Transportation and Public Facilities concludes
that the "Emergency Lighting of Secondary

Airports Study”- conducted by that Department

is a workable program, and that emergency naviga-—
tional aids and runway lighting for secondary
airports is in the best interest of the State.

Senator BrasL-Bradley ,xthairman
Senate Commerce Commit.tee

=
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|, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

Signature of Camera Operator  Date
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Original sponsors: Rodey, Kelly
and Fahrenkamp

Funding Information

General Fund $230,110,000

Other Funds -0-

$230,110,000

IN THE SENATE

BY THE FINANCE COMMITTEE

HOUSE CS FOR SENATE BILL NO. 205

IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - SECOND SESSION

For an Act entitled

A BILL
"An Act making appropriations to the Alaska Housing
Finance Corporation, the Department of Community and
Regional Affairs, the division of business loans in the
Department of Commerce and Economic Development, and
the Alaska Industrial Development Authority; and pro—

viding for an effective date."

BE IT ENACTED BYTHE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The sum of $123,710,000 is appropriated from the general

fund to the Alaska Hou

sing Finance Corporation to be allocated as follows:

Special mortgage loan purchase program (AS 18.56.098) $100,000,000
Housing insurance fund (AS 18.56.093) 7,680,000
Rural housing mortgage loan program 6.500.000
Mobile home loan program 8.250.000

Rural housing mortgage insurance account in the

housing 1insu

rance fund 325.000

Mobile home mortgage insurance account in the housing

insurance fund 825.000

Rural housing tit
* Sec. 2. (a) All
scribed in (b) of this

jnpaid principal as of

le insurance fund (AS 18.56.093) 130.000
right, title and interest in loans of the type de—
section, 1in an amount not to exceed $215,000,000 in

July 1, 1980, and all right, title and interest in all

nortgages, notes and other instruments of security made 1in connection with

those loans, purchased

lending institutions i

or acquired by the Department of Revenue from private

n Alaska or from the Department of Commerce and Econo-

-1- HCSSB 205



mic Development and held in the general fund on July 1, 1980, are transferred
and appropriated to the Alaska Housing Finance Corporation for its special
mortgage loan purchase program.

(b) This section transfers and appropriates

(1) conventional 1loans for owner-occupied single-family residences
and duplexes acquired or made under AS 37.10.070; and

(2) veterans loans acquired or made under AS 26.15 as of July 1,
1980, for owner-occupied single-family residences and duplexes.

(c) AIll right, title and interest in the then unpaid principal balance
of the Iloans transferred and appropriated to the Alaska Housing Finance
Corporation under this section which are not needed by the Alaska Housing
Finance Corporation for its special mortgage loan purchase program and not
pledged to the payment of bonds of the Alaska Housing Finance Corporation on
July 1, 1983, shall be transferred by the Alaska Housing Finance Corporation
to the Department of Revenue for credit to the general fund.

* Sec. 3. The sum of $10,400,000 is appropriated from the general fund to
the Department of Community and Regional Affairs to be allocated as follows:
Nonconforming housing loans $10,000,000
Loan administration 400,000
* Set. 4. The sum of $81,000,000 is appropriated from the general fund to
the division of business loans in the Department of Commerce and Economic

Development to be allocated as follows:

Small business loans $37,000,000
Tourism loans 6.500.000
Commercial fishing loans 24,000,000
Fisheries enhancement loans 6,000,000
Fishermen®s mortgage and note fund 6.500.000
Loan administration " 200,000
Child care facility revolving loan fund 100,000

*

-2- HCSSB 205
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Residential care facility revolving

loan fund 100,000
Alternative technology and power

resource revolving loan fund 600,000

* Sec. 5. The sum of $15,000,000 is appropriated from the general fund to
the Alaska Industrial Development Authority, enterprise development fund.

* Sec. 6. (@) All right, title and interest in loans of the type de—
scribed in (b) of this section, 1in an amount not to exceed $166,000,000 1in
unpaid principal as of July 1, 1980, and all right, title and interest in all
mortgages, notes and other instruments of security made in connection with
those loans, purchased or acquired by the Department of Revenue from private
lending institutions in Alaska or from the Department of Commerce and Econo—
mic Development and held in the general fund on July 1, 1980, are transferred
and appropriated to the Alaska Industrial Development Authority for the
purposes of its enterprise development fund.

(b) This section transfers and appropriates
(1) veterans loans acquired or made under AS 26.15 for owner-
occupied single-family residences and duplexes;
(2) commercia] fishing loans acquired or made under AS 16.10.300 -
16.10.360;
(3) small business loans acquired or made under AS 45.95;
(4) tourism loans acquired or made under AS 45.90; and
(5) other business loans acquired or made under AS 37.10.070, as
of July 1, 1980.
(c) All* right, title and interest in the then unpaid principal balance
jof the loans transferred and appropriated to the Alaska Industrial Develop—

ment Authority under this section which are not needed by the Alaska
*

Ilndustrial DevelopmentAuthority for its enterprise development fund and not

pledged to thepayment of bonds of the Alaska Industrial. Development

-3- HCSSB 205



1 Authority by July 1, 1983, shall be transferred by the Alaska Industrial

2 Development Authority to the Department of Revenue for credit to the general

3  fund.

4 * Sec. 7. Sections 1, 3, and 4 of this Act take effect immediately 1in
5 accordance with AS 01.10.070(c). Sections 2, 5, and 6 of this Act take

6 effect July 1, 1980.

7 * Sec. 8. Section 7 of this Act takes effect on the effective date of a
g version of a bill entitled "An Act relating to state loan programs, state

g Mmortgage programs, and state revenue bonding programs."”
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TO1 DJRD®LOTUS a0
LEQSLATVE ATFARS AGENCY

MEMORANDUM May 20, 1980

SUBJECT: Loan program appropriations
HCS SB 205

TO: Representative Russ Meekins, Jr.
Chairman, House Finance Committee

A ttn: Mike Doogan, A.A.

FROM: Kenneth E. Vassar j
Legislative Counsel/® £/

We have prepared the enclosed House committee substitute for

Senate B ill 205 in accordance with your instructions.

Section 1 of the bill allocates an appropriation to the

Alaska Housing Finance Corporation among various programs,
funds and accounts. Of those programs, funds and accounts,
only three are expressly created in the Finance Committee's
substitute for Senate Bill 1 (loan programs). The remainder
are not created in the bill or by existing statute. Obviously,
an appropriation to a nonexistent program is a nullity. |

have discussed this problem with' you, and you have assured
me that the Alaska Housing Finance Corporation has created
these programs, funds and accounts to carry out its statutory
duties and powers. I have not contacted the Alaska Housing
Finance Corporation to verify the existence or the accuracy
of the titles of the programs, funds and accounts in the
bill; but I do want to stress the importance of making sure
that, first, they do exist, and, second, the titles are
accurate.

Another problem exists in connection with Article 11,
sec. 13, of the Constitution of the State of Alaska, which
states in part:

Bills for appropriations shall be confined to appro-
priations .

Sections 2(c) and 6(c) direct the commissioner of revenue to
execute the necessary instruments to transfer the securities
appropriated in the bill. This is more than simply an



Representative Russ Meekins, Jr.
Page 2
May 20, 1980

appropriation; it is a substantive duty of the commissioner
of revenue and should be established as such in a separate
bill. Sections 2(d) and 6(d) require the Alaska Housing

Finance Corporation to transfer to the Department of Revenue
for credit to the general fund the securities which, on
July 1, 1983, have not been pledged to the payment of the
bonds of the corporation. W hile this might be justified as
an elaborate "lapse" clause for the appropriation bill, it
also appears to be a substantive duty of the corporation and
would probably be better placed in a separate bill.

Finally, the bill appears to appropriate the same asset
twice. In section 2(b)(1) on page 2 of the bill, the
appropriation to the Alaska Housing Finance Corporation
includes veterans loans acquired or made under AS 26.15 as
of July 1, 1980, for owner-occupied single-family residences

and duplexes. Substantially the same language is provided
in section 6(b)(1) on page 3 of the bill with regard to the
appropriation to the Alaska Industrial Development Authority.
The same asset cannot be appropriated twice, and | would

suggest that this apparent duplication should be clarified
or corrected.

KEV:1jb

Enclosure
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Jriginal sponsors: Rodey, Kelly

and Fahrenkamp

funding Information

Jeneral Fund $230,110,000

)ther Funds -0-
$230,110,000

h the senate

BY THE FINANCE COMMITTEE

HOUSE CS FOR SENATE BILL NO. 205

IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

or an Act entitled: "An Act making appropriations to the Alaska Housing

Finance Corporation, the Department of Community

Regional Affairs, the division of business loans

Department
the Alaska
viding for
E IT ENACTED BY THE LEGISLATURE

* Section 1. The sum of $123

of Commerce and Economic Development,
Industrial Development Authority; and
an effective date."

OF THE STATE OF ALASKA:

and
in the
and

pro-—

,710,000 is appropriated from the .general

und to the Alaska Housing Finance Corporation to be allocated as follows:

Special mortgage loan purchase program (AS 18.56.098) $100,000,000
Housing insurance fund (AS 18.56.093) 7.680.000
Rural housing mortgage loan program 6.500.000
Mobile home loan program 8.250.000
Rural housing mortgage insurance account in the
m housing insurance fund 325.000
Mobile home mortgage insurance account 1in the housing
. x insurance fund 825.000
Rural housing title insurance fund (AS 18.56.093) 130.000

* Sec. 2. (a) All right, title and interest in loans of the type de-

cribed in (b) of this section,

inpaid principal as of July 1, 1980, and all right, title and interest

lortgages™, notes and other instruments of security made

in an amount not to exceed $215,000,000

in

in all

in connection with

hose loans, purchased or acquired by the Department, of Revenue from private

Lending institutions in Alaska or from the Department of Commerce and Econo-

-1- HCSSB 205
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mic Development and held in the general fund on July 1, 1980, are transferred
and appropriated to the Alaska Housing Finance Corporation.

(b) This section transfers and appropriates

(1) conventional 1loans for owner-occupied single-family residences
and duplexes acquired or made under AS 37.10.070; and

(2) veterans loans acquired or made under AS 26.15 as of July 1,
1980, for owner-occupied single-family residences and duplexes.

(c) The commissioner of revenue shall execute all necessary instruments
to transfer all right, title and interest in the loans, mortgages, notes, and
other instruments of security described in this section to the Alaska Housing
Finance Corporation.

(d) All right, title and interest in the then unpaid principal balance
of the loans transferred and appropriated to the Alaska Housing Finance
Corporation under this section which are not pledged to the payment of bonds
of the Alaska Housing Finance Corporation on July 1, 1983, shall be trans—
ferred by the Alaska Housing Finance Corporation to the Department of Revenue
for credit to the general fund.

* Sec. 3. The sum of $10,400,000 is appropriated from the general fund to
the Department of Community and Regional Affairs to be allocated as follows:
Nonconforming housing loans $10,000,000
Loan administration 400,000
** Sec. 4. The sum of $81,000,000 is appropriated from the general fund to
the division of business loans in the Department of Commerce and Economic

Development to be allocated as follows:

Small business loans $37,000,000
Tourism loans 6.500.000
Commercial fishing loans 24,000,000
Fisheries enhancement loans 6,000,000
Fishermen®s mortgage and note fund 6.500.000

-2 - HCSSB 205
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Loan administration 200,000
Child care facility revolving loan fund 100,000
Residential care facility revolving

loan fund 100,000
Alternative technology and power

resource revolving loan fund 600,000

* Sec. 5. The sum of $15,000,000 is appropriated from the general fund to
the Alaska Industrial Development Authority, enterprise development fund.

* Sec. 6. (a) All right, title and interest in loans of the type de-—
scribed in (b) of this section, 1in an amount not to exceed $166,000,000 in
unpaid principal as of July 1, 1980, and all right, title and interest in all
mortgages, notes and other instruments of security made in connection with
those loans, purchased or acquired by the Department of Revenue from private
lending institutions in Alaska or from the Department of Commerce and Econo—
mic Development and held in the general fund on July 1, 1980, are transferred
and appropriated to the Alaska Industrial Development Authority.

(b) This section transfers and appropriates

(1) veterans loans acquired or made under AS 2 .15 for owner-
occupied single-family residences and duplexes;

(2) commercial fishing loans acquired or made under AS 16.10.300 -
16.10.360;

(3) small business loans acquired or made under AS 45.95;

(4) tourism loans acquired or made under AS 45.90; and

(5) other business loans acquired or made under AS 37.10.070, as
of July 1, 1980.

N(c) .The commissioner of revenue shall execute all necessary instruments

to transfer all right, title and interest.in the loans, mortgages, notes, and

other instruments of security described in this section to the Alaska Indus—

trial Development. .Authority.

-3- HCSSB 205



(d) All right, title and interest in the then unpaid principal balance
? of the loans transferred and appropriated to the Alaska Industrial Develop—
° ment Authority under this section which are not pledged to the payment of
) bonds of the Alaska Industrial Development Authority by July 1, 1983, shall
> be transferred by the Alaska Industrial Development Authority to the Depart—
6 ment of Revenue for credit to the general fund.
! * Sec. 7. Sections 1, 3, and 4 of this Act take effect immediately 1in
8 accordance with AS 01.10.070(c). Sections 2, 5, and 6 of this Act take
? effect July 1, 1980.
0 * Sec. 8. Section 7 of this Act takes effect on the effective date of a
version of a bill entitled "An Act relating to state loan programs, state
L mortgage programs, and state revenue bonding programs.™
13
14
15
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DRAFT
Law

IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act making supplemental appropriations to

Alaska housing Finance Corporation, the Department

of Community and Regional Affairs, the Division of

Business Loans, and the Alaska Industrial Development

Authority; and providing for an effective date."

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

* Section 1. The sum of $123,710,000 1is appropriated from the
general fund to the Alaska Housing Finance Corporation to be

allocated as follows:

Special Mortgage Purchase progranm $100,000,000
Mortgage Insurance Fund 7.680.000
Rural Housing Mortgage Loan program 6.500.000
Mobile Home Loan program 8.250.000
Rural Housing Mortgage Insurance Account 325.000
Mobile Home Mortgage Insurance Account 825.000
Rural Housing Title Insurance Account 130.000

* Sec. 2. All right, title and interest in loans of the type des—
cribed in Section 3 of this Act, 1in an amount not to exceed $215,000,000
in unpaid principal as or July 1, 1980, and all right, title and interest
in all mortgages, notes and other instruments of security made In con—
nection with those loans, purchased or acquired by the Department of
Revenue frcIf. private lending institutions in Alaska or from the Depart—
ment of Commerce and Economic Development and held in the general fund
on July 1, 1980, are transferred and appropriated to the Alaska Housing
Finance Corporation.

* Sec. 3. Section 2 of this Act applies to (1) owner-occupied single
family and duplex conventional residential loans acquired or made under
AS 37.10.070 and (2) owner-occupied single family and duplex residential

veterans loans acquired or made under AS 26.15 as of July 1, 1980.
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* Sec. 4. The commissioner of revenue shall execute all necessary
instruments to transfer all right, title and interest in these loans,
mortgages, notes, and other instruments of security to the Alaska Housing
Finance Corporation.

* Sec. 5. All right, title and interest in the then unpaid principal
balance of the loans transferred to the corporation pursuant to this Act
which have not been pledged to the payment of bonds of the corporation
by July 1, 1983 shall be transferred by the corporation to the Department
of Revenue for credit to the general fund.

* Sec. 6. The sum of $10,400,000 is appropriated from the general
fund to the Department of Community and Regional Affairs to be allocated
as follows:

Non-conforming Housing Loans $10,000,000
Loan Administration 400,000
* Sec. 7. The sumof $80,200,000 isappropriated from the general

fund to the Division ofBusiness Loans to be allocated as follows:

Small Business Loans $37,000,000
Tourism Loans 6,500,000
Commercial Fish Loans 24,000,000
Fisheries Enhancement Loans 6,000,000
Fish Mortgages and Notes 6,500,000
Loan Administration 200,000

* Sec. 8. The sumof $15,000,000 isappropriated from the general
fund to the Alaska Industrial Development Authority, enterprise develop-
fund.

* Sec. 9. All right, title and interest in loans of the type
described in Sec. 10 of this Act, 1in an amount not to exceed $166,000,000
in unpaid principal as of July 1, 1980, and all right, title and
interest in all mortgages, notes and other instruments of security made
in connection with those loans, purchased or acquired by the Department

of Revenue from private lending institutions in Alaska or from the
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Department of Commerce and Economic Development and held in the general
fund on July 1, 1980, are transferred and appropriated to the Alaska
Industrial Development Authority.

* Sec. 10. Section 9 of this Act applies to (1) owner-occupied
single family and duplex residential veterans loans acquired or made
under AS 26.15; (2) commercial fishing loans acquired or made under
AS 16.10.300; (3) small business loans acquired or made under AS 45.95.010;
(4) tourism loans acquired or made under AS 45.90.010; and (5) other
business loans acquired or made under AS 37.10.070; as of July 1, 1980.

* Sec. 11. The commissioner of revenue shall execute all necessary
instruments to transfer all right, title and interest in these loans,
mortgages, notes, and other instruments of security to the Alaska
Induscrial Development Authority.

* Sec. 12. All right, title and interest in the then unpaid principal
balance of the loans transferred to the authority pursuant to this Act
which have not been pledged to the payment of bonds of the authority
by July 1, 1983 shall be transferred by the authority to the Department
of Revenue for credit to the general fund.

* Sec. 13. Sections 1, 6 and 7 of this Act take effect immediately
in accordance with AS 01.10.070(c) and Sections 3 through 6 and 8
through 11 of this Act take effect July 1, 1980.

* Sec. 14. Section 13 of this Act takes effect on the effective
date of a version of a bill entitled "An Act relating to state loan

programs, state mortgage programs, and state revenue bonding programs.™
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Funding Information Introduced: 2/13/79

General Fund $17 700,000 Referred: Community &

Other Funds Regional Affairs and
Finance

IN THE SENATE BY RODEY, KELLY AND FAHRENKAMP

SENATE BILL NO. 205 am
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Alaska
Housing Finance Corporation; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $1,000,000 is appropriated from the general fund
to the mortgage insurance fund of the Alaska Housing Finance Corporation
(AS 18.56), to be paid to the mortgage insurance fund in the amounts re—
quested by the corporation as necessary in connection with the issuance of
insured mortgage program fends of the corporation only if the bonds are
issued for the mortgage financing of new or used mobile homes.
* Sec. 2. The unexpended and unobligated portion of the appropriation
made in sec. 1 of this Act lapses into the general fund June 30, 1980.
* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-

070(c)

-1- SB 205 am
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Introduced: 2/13/79

Referred: Community & Regional

Funding Information Affairs and Finance
General Fund  STTTT00.000 ' !
Other Funds -0-

$1,000,000

BY RODEY, KELLY AND FAHRENKAMP
IN THE SENATE

SENATE BILL NO. 205
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act making a special appropriation to the Alaska
Housing Finance Corporation; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. The sum of $1,000,000 is appropriated from the general fund
to the mortgage insurance fund of the Alaska Housing Finance Corporation
(AS 18.56), to be paid to the mortgage insurance fund in the amounts re—
quested by the corporation as necessary in connection with the issuance of
insured mortgage program bonds of the corporation only if the bonds are
issued for the mortgage financing of mobile homes.
* Sec. 2. The unexpended and unobligated portion of the appropriation
made in sec. 1 of this Act lapses into the general fund June 30, 1980.
* Sec. 3. This Act takes effect immediately in accordance with AS 01.10.-
070(c).

-1- SB 205
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A. Introduction

This report was prepared at the request of the Alaska Legislature,
discussing the potential for AHFC loans on mobile homes.

In response to this request, AHFC focused its attention onmanu—
factured housing delivery systems which make significant use of factory
production and minimize construction activity at the final site. It is
important that the terms "manufactured home™ be understood. Although
the mobile home industry has used the term manufactured home asa
synonym for mobile home, the termhas a broader meaning. Any home
produced in a factory that utilizes enclosed components or building
systems not readily inspected at the site is classified as a manufac—
tured home. Under this definition, modular homes, certain panelized
homes, and mobile homes would all be considered manufactured homes.

Manufactured homes other than mobile homes are subject to the same
construction standards as site built homes. Mobile homes, or the other
hand, are exempt from state or local construction standards end subject
instead to federal standards which apply exclusively to mobile homes.

The federal standards define a mobile home as "... a structure, transpor—
table in one or more sections, which is eight body feet or more in width
and is thirty-two body feet or more in length, and which is built on a
permanent chassis, and is designed to be used as a dwelling with or with—
out a permanent foundation, when connected to the required utilities.”

Panelized home manufacturers produce roof, floor, and wall panels
in a factory and deliver the panels to a building site for final assembly
on a permanent foundation. Modular home manufacturers produce the roof,
floor, and wall panels and assemble them into three dimensional modules
before transportation to a site. The crucial distinction is tr.at mobile
homes are designed for use without a permanent foundation and, under
federal law, are exempt from state and local construction standards.

Despite the controversial nature of mobile homes, very little sub—
stantive research has been done that would help resolve concerns over
the quality, safety, and long term cost of this particular alternative
housing delivery system. This report includes information developed
by AHFC"and incorporates information produced in a two-year study by
the Minnesota Housing Finance Agency.

B. Research Findings
AHFC currently provides for financing of two of the three forms

«of manufactured housing. Research showed no significant differences
in the construction quality or safety of site-built, modular, and



panelized homes. Major emphasis was placed on an analysis of the con—
struction quality, safety, and long term cost of mobilehomes, and on
the feasibility of AHFC loan programs for mobile homes.

Information is not available on the number, age, condition and
regional distribution of mobile homes in Alaska. An estimated 60%
of the mobile homes were produced after 1972, when the State first
adopted mobile home standards. These homes should comply with the
State standards or the federal standards that preemptedthe State
standards in 1976. Prior to 1972, compliance with industry standards
occured strictly on a voluntary basis. (Approximately 7,745 mobile
homes have come into the State since 1972)

There is nc accurate inventory on the condition or the degree of
compliance with applicable standards. One study conducted by the
National Bureau of Standards suggested that a significant number of
mobile homes have construction-related problems which affect the per—
formance of the home and the health and safety of the occupants. The
problems ranged from life-threatening fire hazards to less serious
but major problems related to water leakage and inadequate fastening
of materials. There 1is widespread concern over the poor performance
of mobile homes in the energy conservation area.

Though predominantly owner occupied, mobile homes appear to serve
as an alternative to both ownership of conventional homes and rental
of a home or apartment. As a form of transitional housing, mobile
homes replace a portion of the demand for rental housing. The esti—
mated higher concentration of mobile homes in non-metropolitan areas
may in part be due to the shortage of rental housing in those areas.

Mobile home purchasers have not had access to rcal-estate mortgage
funds. This is true in all states for a number of reasons. As dis—
cussed in this and earlier reports, the mobile home, by definition,
generally cannot be considered as real property. In addition, over
the years a mutually beneficial relationship between manufacturers,
dealers, and lenders has developed. Thus mobile homes are predomi—
nantly financed like a car, with installment loans. This marketing
arrangement provides high profit for the manufacturer, the dealer,
and because of higher interest, the lender.

The arrangement has been accepted by the consumer because it lias
provided readily available and fast credit. Despite the existence of
federal 1loan insurance and guarantees on mobile homes that provide for
lower interest rates and longer terms, these types of loans have not
been accepted by the consumer, the lenders, or the dealers.

1). Housing Standards
Structures meeting the federal definition of a mobile

home are regulated under federal rather than state standards.
These standards are applied at the point of manufacture. There
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is no enforcement system or inspection system by state officials
or local inspection of the installation of the home. There 1is

no state warranty law to provide additional protection to con—
sumers that the mobile homes they purchase comply with applicable
construction standards.

Installation of mobile homes on a support system that is
properly designed for local soil and climatic conditions is
crucial to the proper performance® of a mobile home. Lacking
jurisdiction to establish installation standards, HUD has en—
couraged states to undertake that responsibility. Alaska has
not adopted standards governing the installation of mobile
homes.

In the energy conservation area, the performance of mobile
homes is lower than the performance of modular, panelized, or
site-built homes. HUD standards allow for less insulation.

It could not be determined that fire safety standards
for mobile homes are less stringent. However, because of the
widespread practice by mobile home manufacturers of using ply—
wood paneling as an interior finish material rather than the
costlier drywall, the interior of mobile homes continue to be
more flammable than those of other homes. This higher hazard
is reflected by insurance premiums that are more than three
times as costly for mobile homes. Statistical data is not
readily available, however. Based on information gathere:". in
Anchorage during 1978, a mobile home was 3.7 times more likely
to hove a serious fire than other 1-2 family homes.

Beyond the energy and life-safety issues, there arc con—
cerns with the durability of mobile homes. While other forms
of housing, both site-built and manufactured have experienced
fairly strong appreciation in value, mobile homes continue to
experience rapid depreciation in value. Because of the greater
depreciation the long term costs of mobile homes tend t.. cancel
out til- .enefits of lower short-term monthly costs.

2. Program Feasibility

In addition to evaluating the need and desirability of
establishing AHFC programs for mobile homes wo also focused
on questions of technical feasibility.

Findings on the quality, safety, and costs raise serious
questions about the desirability of an AHTC program for the
purchase of mobile homes.

In terms of the technical feasibility of such a purchase
program, there are more unresolved questions than answers.
Marketability of bonds to fund such a program would depend on
the security of FMA Title 1 insurance, VA guarantee, or a
State-appropriated insurance reserve. As indicated earlier,
FIIA and VA programs have not been well received in Alaska or
other states. Since financing is available in the private



sector, the use of State funds for this purpose is questionable.
The ultimate acceptance by the bond market is also questionable.
There are also serious concerns over the ability of AHFC to
establish a private sector delivery system and to attract an
experienced mobile home servicer willing to originate and service
the loans.

C. Conclusion

1.) AHFC should continue its current policy of providing financing
of 1-2 family residential homes, whether site-built or manufactured.

2). The State should examine current statutes and regulations re—
lating to mobile homes and make necessary revisions to insure that
purchasers of mobile homes receive consumer protection and tax treat—
ment equal to that afforded other homeowners.

3). The State should develop the capacity to monitor the National
Mobile Home Construction Standards to insure that they provide adequate
protection to consumers and to make recommendations for revisions. The
State should take full advantage of provisions within the National Mobile
Home Construction and Safety Standards for State participation in the
inspection system and in the overall monitoring of the enforcement system.

4). The State should develop mobile home installation standards
and insure that they provide adequate protection to consumers.

5). The State should develop mobile home park standards to insure
they provide adequate protection to consumers. A system to insure the
parks remain in full compliance is also needed.

6). The State should develop a warranty law providing additional
protection to consumers that the mobile homes they purchase comply with
applicable construction standards and are properly installed on a support
system with adequate anchoring systems.

7). The State should insure that statutes and regulations maintain
the legal distinction between mobile homes and other forms of site-built
and manufactured homes as long as mobile homes are constructed and in—
stalled under distinct standards and enforcement systems.

8). The State should address the problem of defining the
mobile home as personal property vs. real property.

9). AHFC .diould endeavor to make possible the financing for the
purchase of new mobile homes as long the program will be self-sustaining,
provide for mortgageable loans, warrant a reasonable interest rate in
the public market, and be of true benefit to the people of the state.
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STAFF PAPER;

FEASIBILITY OF FINANCING MOBILE HOMES AND MOBILE HOME PARKS

The 1976 State Legislature requested that the Housing Finance Agency research
the feasibility of utilizing its resources to finance the development, purchase or
rehabilitation of mobile homes. The purpose of this staff paper is to provide
background information on mobile home financing and to serve as a preliminary
evaluation of the feasibility of various financing activities in which the Agency
might become involved.

There are five major activities that could potentially be carried out by the
Agency. These include consumer financing of mobile homes, mortgage financing of
mobile home parks, rehabilitation financing of individual mobile homes, rehabil—
itation financing of mobile home parks, and mortgage financing of rental housing
utilizing mobile homes. !

The evaluation of each of these potential program activities will follow a
set format. The initial step is a determination of Llie need for the financing
activity that is under consideration. The role of the Housing Finance Agency is
to supplement the activities of the private sector in the provision of housing.
Only where private financial institutions have demonstrated an inability to
produce a sufficient supply of capital at costs affordable to low and moderate in—
come families should the Agency become involved. Thus, the initial step in the
evaluation involves an analysis of the performance of the private finance sector
and an analysis of the impact the Agency could have in improving this performance.
Sufficient information does not always exist to resolve this area of concern, but
the paper will attempt to provide a framework for future research.

For each potential program activity an evaluation must also be made of the
feasibility of the Housing Finance Agency developing an operational program.
Provided 7that a need for an activity can be demonstrated, the success of any program
developed will depend on the ability of the Agency to raise funds for the program on

ethe bond market and on the ability of the Agency to develop an effective, low cost



means of delivering the funds totfamilies of 19/ and moderate income.
I. Financing the Purchase of Mobile Homes

The most obvious financing activity where the Housing Finance Agency might be—
come involved is in the consumer financing of individual mobile homes. Such an
activity would assist low and moderate income families in the purchase of new and
possibly used mobile homes and might also assist these families in the purchase
of land on which to place their mobile homes. All of these financing activities
are currently performed by the private sector. Since there is little wide spread
knowledge about the private financing of mobile homes and because of an Agency
program, a brief description of this financing system is provided.
Description of private sector activities

Consumer financing of mobile homes has developed independently from the
mortgage lending activities of private lenders. The fact that mobile homes have
traditionally been classified as personal rather than real property meant that
mobile home loan programs developed within the installment or consumer loan depart—
ments of private lending institutions. Mobile home financing is a complex activity
with many unique characteristics requiring a considerable degree of expertise. As
a result, the origination and servicing of mobile home loans has tended to be
concentrated among larger financial institutions that can generate sufficient loan
volume to justify developing this necessary staff expertise. The mobile home loan
field in Minnesota is currently dominated by Midwest Federal Savings and Loan.

Specialized service companies have developed within the mobile home industry
to provide® the underw”iting expertise that mobile home financing requires. These
service companies, for a fee, perform many of the functions that would need to be
performed within a mobile home loan department of a lender. Service companies have
permitted larger financial institutions to enter the mobile home loan field before
they have developed in-house capability to originate and service loans, and allow
any financial institution, large or small, to purchase mobile home paper for their

portfolios without having to get into the business of originating and servicing



loans. In this way service companies play an important role as a broker between
mobile home dealers and lenders. Operating over a wide geographic area, service
companies are able to distribute investment capital from one locality to another.
IT a lender in a particular locality is unwilling or unable to absorb the mobile
home paper that is generated by local dealers, the service company searches for
lenders in other communities willing to purchase the loans.

Dealer financing, also called indirect financing, is by far the most common
method by which funds are delivered to the consumer. Under dealer financing
arrangements, which account for approximately 90 percent of all consumer financing,
the dealer acts as an intermediary between the consumer and the lender. The
dealer prepares the loan application and submits it to the lender for approval o
disapproval, which is normally made within 24 hours. Typically, the dealer also
acts as an agent for insurance”companies providing mobile home insurance and
consequently is often the only contact the consumer has with the mobile home in®
dustry. This fast, "one-stop shopping”™ arrangement is a key element in the mobile
home industry®s marketing strategy. It also provides financial advantages to both e
the lender and the dealer.

Figure 1 illustratesthe operation of the private mobile home financing sector
Once the loan application is approved by the lender, a purchase agreement is signed
and the consumer makes a downpayment (1) directly to the dealer. At the same time
the lender advances the sales balance, or the difference between the sales price
and the downpayment, (2) to the dealer. The advance is usually limited by re-
gulating agencies to between 113 to 115 percent of the factory invoice price.
Rather than appraising the retail value of the mobile home and setting maximum
loen-to-value ratios, this limit on the loan size isused to insure that the retail
price and the loan amount are not inflated above the actual value of the mobile

e o

home.



Figure 1:

Consumer Finance Model
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Dealers usually require interim financing of their inventory of unsold mobile homes.
Private lenders provide this interim financing, cal led floor planning, under- a
system where the lender pays the factory invoice price (3) to the manufacturer on
delivery and retains title to the mobile home until it is purchased by a consumer.
Under this arrangement, the largest portion of the sales balance advanced to the
dealer is used to repay the principal on the floor planning of the mobile home by
the lender (A). Once, the purchase is completed, the consumer makes monthly pay—
ments of principal and interest (5) to the lender.

Lenders have traditionally protected their portfolio of mobile home loans
through several types of contractual arrangements. One IS a recourse agreement
between dealer and lender. Under recourse financing the dealer is responsible for
consumer defaults and the lender can demand that a dealer repay the unpaid principal
on a defaulted loan whether or not the dealer has repossessed the mobile home. The

dealer must obtain legal title to the property and recondition and resell the mobile



home”to recover its expenses. While* recourse agreements have been the most common
protective arrangement used by lenders, many lenders are now accepting dealers,
especially the more established dealers, under non-recourse arrangements that re—
lease dealers from any legal obligation for the repayment of delinquent accounts.
Alternative protective arrangements are repurchase agreements where the dealer
assists the lender in the repossession and resale of mobile homes, private credit
risk insurance that protects the lender against default losses, and federal loan
insurance under FfIA and VA programs.

Because of the regulatory limits placed on the amount a lender can loan on a
mobile home and the competitive limits on the downpayment a dealer is able to
charge, many dealers claim that, the sales price they charge does not provide a
sufficient markup over the factory invoice price to cover their expenses and
provide a reasonable profit. Mobile home dealers have overcome this apparent dilemma
by relying on sources of revenue other than tho.-e received through the sale of
mobile homes. One source is the commission received for acting as the agent for
insurance companies. Another source of revenue comes from the sale of accessories.
But the major source of additional revenue is the income received for participa—
tion in the financing of mobile homes. Mobile fiome dealers have traditionally
received a participation fee (6) from lenders Tor their role in originating loans.
This "finders fee", which Car exceeds actual expenses to the dealer, takes one of
two forms. Under recourse agreements, the dealer receives what is known as a
dealer reserve, which amounts to approximately 5 percent of the contract value
(principal and interest) for obtaining the consumer % business for the lender.

This fee is placed in a reserve account to protect the lender against defaulo losses
and is paid to the dealer in increments over the term of the loan. As an alterna—
tive to the dealer reserve, the non-recourse dealer normally receives a commission
equal to approximately $ percent of the finance charge or interest on the contract.
Though this commission is smaHcr than the dealer reserve, the entire amount 1is

paid within 30 days. These dealer participation fees can amaont to $£00 io $1,000



and constitute an expense to the lender that results in higher interest rates to the
consumer than would otherwise occur.
Evaluation of private sector performance

Any analysis of the performance of the private sector should place central
performance on the welfare of the consumer. How well consumers needs are being
met within the present financing system will determine if there is a need for
change or for Housing Finance Agency involvement.

Unfortunately, this assessment is complicated by the fact that each consumer
has a distinct set of needs. Factors that are important to some degree to most
consumers are: (1) the monthly payment, (2) the downpayment requirements, and
(3) the general availability of credit. The mobile home market consists of several
discernable groups. These groups include elderly individuals and families with
limited incomes but established credit and considerable savings or assets in a
house; middle age families with moderate incomes and assets and established
credit; young, newly-formed families with limited credit standing but the potential
for higher incomes and increased assets; and low-income families constrained by in—
come, a lack of savings and poor credit standing. Each of these.families places
different levels of importance on the factors mentioned, and adequate performance
Ty the? private sector for one type of consumer may be inadequate for another.

The monthly payment is one of the most improtant factors to many consumers.
Monthly payments arc the combined result of the principal amount, the interest
rate and the lesm of the lean and in the case of most mobile homes should include
the park rent ot make comparisons with other types of housing meaningful. The.
mobile home industry and private financial institutions have been able to perform
reasonably well regarding monthly payments on new mobile homes, which have re—
mained below the typical payment on mortgage loans for newer conventional housing
nnd competitive in many areas with rents on newer apartment units. To many mod—
erate income families, the monthly payments on mobile homes provide an affordable

homcownership option. Typical loon payments on a new unit range from $100 to $200,



and park rentals between $50 and $100 with the overall payment typically between
$200 and $250. To lower income families, the monthly payments for a nobile home
are still beyond their financial capabilities unless they purchase an used mobile
home and ere able to locate the mobile home in parks with lower s®ce rentals.
The private sector has been able to keep monthly payments within the capabilities
of many families by gradually lengthening loan terms, but there still exists a
segment of the population that they have not successfully served.

The interest rates that lenders charge have a tremendous impact on the
monthly payments, and interest rates have been the most criticized aspect of mobile
home financing. Dealer participation fees and low interest, rates on wholesale
"floor plan™ financing create expenses that lenders must recover through finance
charges on consumer financing. But while both of these expenses could he eliminated,
allowing the lender to low interest rates, such an action would both decrease
revenues and increase expenses to the dealer. To compensate, the dealer would need
to increase the rc-tail sales price of the mobile homes, increasing either the loan
amount, the downpayment, or both and having little effect on the overall cost to
the consumer. The primary reason that interest rates are high relative to mortgage
loan rates is that mobile home portfolios must provide yields that are competitive
with yields on other types of installment loans to continue attracting investment
capital. As long as this is the case, it will be difficult for lenders to lower
interest rates far below their current level, oilier than through the relatively
minor reduction that could occur if dealer participation fees were eliminated.

The downpayment is the second factor important to many consumers, especially
those with limited liquid assets such as savings. Downpayments on mobile homes
generally range from 10 lo 15 percent of the retail price, but since the retail
price of.mobile homes is low relative to most conventional houses, especially new
Jic.ises, the dollar amount of the downpayment tends to he less than that on a con—
ventional house. A typical downpayment ranges between $1,000 and $2,000, with no

closing costs. Initial purchase costs for mobile homes are a barrier to only the



most asset-poor families.

The availability of credit is a crucial concern to certain segments of the
mobile home market. At an aggregate level, funds for mobile home loans have
generally been plentiful due to the high yields and the presence of service companies
which shift mobile home paper from capital dificier.L areas to areas with a surplus of
investment funds. In recent years, however, lenders who experienced relatively
high default and repossession rates have tightened their credit standards for
individual "borrowers, making it more difficult for marginal credit risks or
borrowers with limited credit records to obtain financing. Several large lenders
in the state estimate that 20 to 25 percent of all mobile home loan applications
are currently being disapproved by the lenders.

Overall, it should be concluded that the private financing sector has performed
well and has been responsive to most consumers. In fact, many cons-rners probably
choose mobile homes because of the attractiveness of the financing package. It
seems safe to say that the hugh success of mobile homes in recent years is ;mik
only due to the mobile home itself but also in large part to the finance systenm
that has provided fast, convenient credit at costs that are attractive to many
consumers. This overall performance, however, should not overshadow the fact that
there remains a segment of the population that lias not been served by either the
mobile home industry or the conventional housing industry.

HHI"A impact on private sector performance

"lhe Mousing Finance Agency could reduce the monthly payments and overall costs
to the consumer through a combination of lower interest rates and longer maturities,
though maturities provided by private lenders go as high as 15 years and are close
to the maximum maturities the Agency could provide under federal insurance programs.
As a result, the Agency could not lower monthly costs substantially be lengthening
lean terms, as is the case under the Home Improvement Loan Program. The Agency
can> however, have an impact on the monthly cost to the consumer through the lower

interest rates U could.charge on loans. Given assumptions about Agency borrowing



costs and spreads that are” discussed in the following section, the Agency would
likely charge an interest rate in the range of 7 1/4 to 7 3/4 percent, compared
with private lender interest rates in the 12. 1/2 to 13 1/2 percent range. On a

typical loan amount of $12,000, the following savings occur:

Table 1:

Comparative Loan Costs on Mobile Horne Loans

Terms Private MLl MHFA 12
Maturity 10 years 10 years 12 years
Interest Rate 12.75/, 7.50/ 7.50/
Monthly Cost $177.36 $142.44 $126.60
Savings - 19.7/ 28.6/
Total Cost $21,283 $17,093 $18,230
Savings - 19.7/ - 14.3/

The reduced interest rate lower:> the monthly and total cost approxima
20 percent, while increasing the maturity helps reduce the monthly cost approxi—
mately 30 percent. The longer maturity reduces the total cost savings, however,
while the inclusion of park rental reduces the overall monthly cost savings to
between 15 to 20 percent. The $35 to $50 monthly cost saving is sizeable,
especially to lower income families.

Though monthly costs could be I%educcd, it appears that the Agency could ™ave
very little impact in reducing downpayment requirements. Though minimum down—
payment requirements under the FHA-insurance program that the Agency would likely
have lo operate under are lower than the 10 to 15 percent requirement of private
lenders, actual downpayments would be above the minimum arid close to those under
private financing because the Agency would be under the some limitations as to the

amount they could loan (115 percent of factory invoice price) as private lenders.



Whether the Housing Finance Agency has an impact on the availability of credit
depends to a great extent on how competitive an Agency program would be with private
lending activities. As was previously stated, an estimated 20 to 25 percent of all
mobile home loan applications are rejected by private lenders on the basis of income
or credit history. To the extent that the Housing Finance Agency served this annual
pool of approximately 1,000 families, either by relaxing credit requirements or by
lowering income requirements through the reduced monthly payments, Agency activity
would result in a net addition to the overall mobile home lending activity in the
state. Psssibly as many as half of these families could be served by the Agency.

It appears likely, however, that a large portion .. the Agency"s lending
activity would be redundant; that is, business taken away from private lenders.
Mobile home purchasers generally have incomes under $15,000 to $16,000. Unless the
program was limited to a lower income group, the Agency would be in direct com—
petition with private lenders across their entire market, unlike the Home Improvement
Loan Program under which the Agency only competes with a segment of the private loan
market.

Combi nation mobile home/lot loans

.One component of the mobile home financing market that is receiving increasing
attention 1is financing for the purchase of land on which to place a mobile home.
Although mobile homes have traditionally been located on spaces within rental parks,
many mobile homes are placed on individual parcels outside parks anda sizeable
portion of the owners placing mobile homes on individual parcels own the land.
Private financial institutions have not been entirely responsive in providing a
efinancing instrument that meets the needs of these consumers, however. Possibly
because of the legal problems in combining personal and real property under one
loan,, private lenders have not packaged mobile homes and real estate. As a result,
the consumer that needs financing on both the mobile home and the land must obtain
separate loans. And the land loan might have a downpayment requirement as high as

60 percent and a term as short as 5 years, making the initial purchase costs and



monthly costs, at least for the first few years, unaffordable to many low and
moderate income families. Table 2 gives an approximation of the cost savings a
Housing Finance Agency program might affect, for a $16,000 mobile home loan and

a $3,000 loan on a parcel of land.

Table 2:

Comparative Loan Costs on Combination Loans

Terms Private Mb™FA
Maturity 15 years (home) 20 years
5 years (land)
Interest Rate- 12.75% (home) 7.50%
10.50% (land)
Monthly Cost $199.84 (home)

. 64.47 (land)

$264.31 $153.14
($199.04 after 5 yeais)
Savings 42.1%
(23.4% after
6 years)
Total Cost $39,839 $36,754
Savings 7.7%

The Agency could provide substantial savings through the combination of lower
interest rates and significantly longer maturities. A monthly cost savings of
over $110 would bring this homeowners!rip option within the financial reach of
numerous low and moderate income families.

The Agency could also have a sigivificu..t impact on the downpayment requirements
for the mobile home pruchascr. Overall downpayments under the private sector loan
would be at least 15 percent, and possibly as high as 25 percent, while downpayments
under an Agency program would be between 5 and 10 percent. Little is known about

the availability of credit, except that it is known that private lenders do not



package combination mobile home/lot loans.
Program Feasibility

Any evaluation of the feasibility of developing a financing program for the
purchase of mobile homes or combination mobile homes® and lots necessarily involves
two separate but inter-related areas of concern. One is the ability of the Agency
to raise funds for a program. The other is the ability of the Agency to develop
an effective and cost-efficient program for delivering the funds to low and moderate
income families.

The initial concern involves whether the Agency can raise program funds. While
the Agency obtains program funds from two sources— bond sales and legislative
appropriations— -a mobile home program would need to rely primarily on the sale of
tax-exempt bonds to raise funds. The funds for a mobile home loan program could
be raised within home improvement or homeownership bond sales, expecially if there
is a low level of funding. A more likely approach, however, would be to develop a
separate bonding program. Beyond the fact that new bond resolutions would probably
be needed before mobile homes could be financed with the proceeds from either home
improvement or homeownership bond sales, there are several other reasons why a
separate bond resolution ax! bond sale arc more appropriate. One is the unique
nature of a mobile home loan program, which would allow loans with longer®™ maturities
than under the home improvement program, but shorter maturities than under the
liomeov.T.ership program, making it difficult to structure the bond maturities under
a combined bond sale. Another reason is that the Agency would not want the bond
market"s response lo a mobile homo loan program bond issue to affect the marketability
and interest costs of borrowing on bond sales for other Agency program. It appears
that a program could generate sufficient, volume to justify the development of a
separate .bonding program for a mobile home loan program, provided that an effective
delivery system can be developed.

It is the opinion of several consultants that some form of loan insurance would

be® necessary as a security instrument to insure the sale of bonds at reasonable
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intorGst rates. There currently exist several federal programs that would provide
such security. The Federal Mousing Administration of the U.S. Department of Mousing
and Urban Development initiated a mobile home loan insurance program in 1970, and
in February, 1977, regulations became effective for a loan insurance program
covering the purchase of mobile homes and lots. The Veterans Administration also
operates a loan guarantee program. Table 3-presents the maximum loan amounts
and maturities under these programs. These terms would provide tiie framework within

which an Agency loan program would operate.

Table 4:

FHA and VA Loan Insurance Programs

FHA VA
Type Maximum Maximum Maximum Maximum
Purchase Loan Amount Maturity Loan Amount Maturity
Single wide $12,500 12 years $12,500 12 years
Single wide with
developed lot. $20,000 15 years $20,000 15 years
Double wide $20,000 15 years $20,000 20 years
Double wide with
development lot $27,500 20 years $27,500 20 years
Developed lot
only $ 7,500 10 years $ 7,500 12 years

The second concern of any evaluation of program feasibility involves the
delivery of funds to the consumer. A mobile home loan program must be designed to
provide a effective and cost-cfficient delivery system. While other methods of
delivery are probably available, the most apparent system would utilize mobile home
dealers for the distribution of program funds. There are two advantages to this
delivery-system; The first is that a delivery system utilizing the dealers that
are currently operating in the state would be by far the most effective system that

could be developed. Decause dealer or indirect financing is so prominent, consumers



have come to expect the mobile home dealer to provide all the services they need,
including financing, and they don"t seek financing at alternative sources such at
lending institutions. As a result, a . ;very system that utilized lenders or
other institutions and not dealers would have to expend considerable effort in—
forming consumers of the program through advertising and other publicity. It is
much simplier and less expensive to have potential loan recipients informed of a
program by the one person they are sure to contact, when attempting to pruchase a
. mobile- home.

The second advantage of a system utilizing private lenders and dealers is that
the Housing Finance Agency is limited in the amount of funds that it can expend to
deliver loans. A Tresury Department regulation that restricts the spread between the
interest rate the Agency must pay on bonds and the interest rates it charges to
consumers to one and a half percent effectively limits the program expenses under
any Agency loan program. With the home improvement and homeownership programs, the
Agency has been able to operate within these limits because of the irrolvement of
private lenders in the process.

The 1 1/2 percent spread in interest races must be sufficient to cover FHA-
insurance premiums, origination fees, if any, and servicing fees, and should provide
a sufficient surplus to cover the costs of bond issuance and program administrative
expenses. The current Agency loan programs have succeeded partly because the
origination and servicing fees have been kept at reasonable levels.

Theikey to the success of a mobile homs loan program will depend on these same
factors. Servicing fees are crucial to the success of a program. The Agency must
be able to find a lender or servicing company willing to service mobid home loans
at a reasonable price. Considering the relatively low volume of a mobile home loan
program (500 to 1,000 loans/year) and the complex nature of mobile home®loan servicing
and repossession procedures, the Agency would probably have to find an agent who is
currently servicing and would be willing to service the Agency"s loans. There arc

m—it-blv only a few lenders or servicing agents in the state that could perform this
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service at a fee that would be acceptable to the Agency.

Equally important to the success of a program is the involvement of mobile
home dealers or lenders who would be willing to originate loans for a reasonable
fee. Mobile home dealers would be the ideal originators> but it is difficult to
imagine dealers cooperating with the Agency, given the existing structure of the
mobile home industry. When the participation fees that dealers receive from private
lenders are compared with the origination fees that the dealer could reasonably
expect under an Agency program, the financial disincentives to the dealer of
involvement in an Agency program becomes evident.

IT dealers were not willing to participate in a program, an alternative would
be to operate through lenders making urect loans to consumers. One option would
be to distribute funds through lenders who are currently originating mobile home
loans. This approach lies several problems, not the least of which is the fact
that these lenders depend on dealers to generate geographically dispersed loan
activity, and the-disincentives for dealers to participate have already been
discussed. In addition, these lenders might hesitate in cooperating given their
perception of the competition that the Agency presents to their loan activity.
This perception is doubly important, since these lenders are also important to the
servicing aspect of a loan program. A second option would he to attempt to get
eprivate lenders who are not currently originating mobile home loans hbut. are part—
icipating in other Agency loan programs to participate as originators or mobile
home loans. This appears to be the only alternative in which the Agency might be
ciblt to develop a dispersed network of loan originators while at the same time
keeping origination fees at an acceptable level. Whether lenders would be will tug
to participate and whether consumers can be made aware that their local lender is
waking low-interest mobile home loans 1is uncertain, but both of these factors are
crucial to the success of a program.

Summary

It appears that the Agency would be able to raise funds through bond sales.
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The key to whether a workable program is possible lies with two factors. The first
is an agreement with an experienced mobile home loan servicer to service the Agency's
loans at a reasonable fee. The second is the development of a state-wide network of
dealers or lenders who are willing to originate loans for a modest origination fee.
While both of these may be possible, it appears that the development of a workable
program will be extremely difficult.

Il. Financing the Development: of Mobile Home Parks

A second loan activity area in which the Housing Finance Agency could potentially
become involved is in the financing of mobile home parks. Such a loan program would
include construction and permanent mortgage financing of mobile home rental parks,
and might also include construction financing for mobile home condominium parks and
mobile home subdivisions. Mobile home condominiums are developed much like rental
parks, but offer an ownership option where the mobile home resident owns a lot and
undivided interest in common areas. Mobile home subdivisions would be developed
like conventional subdivisions, with the individual land parcels in fee simple »
ownership and public ownership of streets and public open space.

Though detailed information on market demand For mobile home park rental spaces
is not available, the evidence that is available suggests that a shortage oF park
rental spaces exists in the state. There has been very little park development of
Minnesota in the last few years, despite the fact that mobile home?; continue to be
purchased in sizeable numbers.

People within the mobile home industry suggest several reasons for the overall
lack of development activity. In some market areas over building did occur in the
past, resulting in locally high vacancy rates. But even."in market areas with extremely
low vacancy rates, several factors have limited park development. In many areas,
especially the metropolitan area, developers find it extremely difficult to locate -
suitable land where they can develop a rental park .due to local zoning policies,

and when land is available, developers are finding it difficult to keep land and

land development costs at levels that permit rents competitive with existing parks



in the local market area. These increasing costs are caused partially by inflation
and partially by the gradual upgrading of park development standards by local
governments. .These developers don"t view the availability or the cost of private
financing as a key factor i the success or failure of their park development~
efforts.

A second area where the Agency could become involved is in the construction
financing of condominium parks or mobile home subdivisions. Tlese ownership

.alternatives for mobile homo residents are such a new concept that very little is
known about the market for such developments. Despite the advantages that these
ownership arrangements seem to hold, there has been little evidence that a sizeable
market demand exists. Condominium parks and mobile home subdivisions are predom—
inantly located in southern states where their chief attraction is to retirees.
Whether other subgroups of the mobile home market such as the young, newly formed
family would be attracted to ovmership rather than rental parks is uncertain.

In addition to the construction financing for land and land development for a
condominium park or a subdivision, there may also be a need for interim financing
to cover expenses that occur between the signing of a purchase agreement by a
consumer and the point at which the home is ready for occupancy and permanent
financing is provided. Whether interim financing for these expenses IS necessary
depends a great deal on the type of development. With condominium pa;hs, no interim

mfinancing would probably he needed since no site preparation would be necessary and
home installation and finishing would be fast and inexpensive. In addition, homes
would probably be purchased from mobile home dealers who have financed the factory
purchase and delivery of the home under their floor plan agreement with a private
lender.. With subdivision developments, however, site preparation and homo, erection
and finishing arc likely to be more expensive and time consuming, possibly noces-
sitation interim financing. In addi tion, if the home is factory purchased and the
manufacturer demands payment on delivery, the developer wry need interim financing

for the purchase of the.homes. An alternative to interim financing would be a
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consignment agreement, under which the manufacturer will accept payment 30, CO,
or SO days after delivery.
Evaluation of private sector performance

Analyzing the performance of private lending institutions with regard to
the welfare of consumers is more difficult when discussing park financing rather
than consumer financing of individual m bile homes. As was stated previously,
combined mobile home loan payments and park rents have tended to be competitive
with comparable payments on new conventional housing.

Mobile home park developers receive* financing from a variety of financial
institutions. Private lenders view park development loans in much the same way
they view most other development loans and follow the same underwriting practices
that are followed for all project loans, whether for a mobile home park or sub—
division or any other commercial venture. Lenders consider the market, park design
and costs in determining economic feasibility and consider the appraised value
cf the land and improvements and the income derived from the operation of a park
when setting a loan value. Generally speaking a loan of GO percent of appraised
value would be the top loan-to-value ratio allowed by a lender. Maturities range
from 10 to 20 years at a reasonable rate of interest that reflects the current
investment market plus any risk factor perceived by the lender. Private lenders
will also generally supply construction financing to the park developer.

Little is known about the aw!lability of private financing for mobile homs
subdivisions, since these types of development are* new and there lias been very
little development activity of this type, especially in Minnesota and other northern
states. Jt can be expected that private lenders would be more conservative in
underwriting a construction loan for such developments, given their unique nature
and the uncertainty of the market for land ownership alternatives among mobile
home owners. Where financing war. made available,- lenders could be expected to
impose additional requirements on the developer to protect their investment, such

as low loan-to-val ue ratios or a requirement that the developer pre-sell a portion
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of the lots in a development.
HILFA impace on private lenders performance

The Housing Finance Agency could have an impact on the performance of private
lenders by the reducing debt service requirements through the terms the Agency
could offer, by providing on additional source of financing to private developers
and by increasing the availability of credit. The Agency could reduce the debt
service requirements on capital expenditures by offering a lower interest rate on
loans and possibly by extending the loan maturity. In addition, the Agency could
reduce the equity requirement for developers by offering a higher loan-to-value
ratio than is offered by private developers. Table 4 shows the savings in debt
service expense that could be achieved under an Agency loan program given a

representative development cost of $5,500 per park space.

Table 4: 1

Comparative loan Costs for Pi*rk Developments

Terms Private MITFA /A MMFA of? R
Downpayment 20 percent 20 percent. 10 percent 10 percent
Maturity 20 years 20 years 20 years 40 years
Interest rate 10% y /2% 7 1/2% 7 1/2%
Monthly cost $42./5 $35.40 $39.90 $32,67

(per space)

Savings - 16.5% 6.0% 23.3%

As is shown, monthly savings through a combination of reduced interest, rates
and/or longer maturities reduces the monthly payments only slightly in dollar
amounts. The key roles that the Agency could piny would be in reducing the equity
requirements for park developers and in increasing the overall availability of
mortgage funds. Whether these factors are necessary and will increase park
development activity is questionable, however, riven the processing requiremnrts

that the developer would have to assume under an Agency program and the limits the
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Agency would sot on the return on equity to the developer compared with normal
returns in the private market, it is also questionable whstnu.vpark developers
would bo attracted to an Agency loan program.
Program feasihillty
In addition to the factors considered in evaluating the feasibility of a

loan program for individual mobile homes, ofliar factors must be dealt with when
determining the feasibility of park financing. A important consideration is
whether the Housing Finance Agency lias the legal authority to finance land devel—
opment without financing the dwelling unit placed on the land. The Agency"s
enabling legislation appears to provide the flexibility to finance a portion of
a bousing development, namely the land development, but a legal interpretation of
the law is needed.

As with the financing .of individual mobile homes, any evaluation of a mortgage
"loan program must be concerned with funding sources and loan delivery system.
With mobile homo park financing a vehicle for delivering program funds already
exists within the Agency in the eportmsut development, program. The development
review and loan underwriting process for park proposals is similar to the process
the Agency utilizes for apartment development proposals; involving review of site,
market, project d-r.ign and engineering, developer qualifications and economic
mfeasibility. The existing staff of underwriter:; and technical staff within the
apartment development j-sniv.ia would be able to perform the nndarwriting funct ions
that wuulu hr. able to perform the underwriting functions that would be necessary
under a p;uk development program, though some special training would probably ho
necessary lo pr pa.ro the. stuff to handle the unique aspects of park development
underwriting.

Despite lhe fact that the apartment program has the typo of staff necessary
for underwriting park development. proposals, there arc. several issues with which
the Ae.iicy must bo concerned. Any park development program would place an

™n"s--1 wr*kloed on the ansrtment staff, The staff time and expense necessary



underwrite a mobile home park proposal could not be expected to be significantly
than the effort expended in underwriting apartment developments, since the
,~eWw requirements arc identical. At the seine time, the low average number of
>;s per park proposal and low development costs per space relative to apartment
>us{»ls would he compounded to produce low mortgages. A typical apartment
- fopuient financed by the Agency has 100 apartments and a mortgage amount, of
-"Ximafely $2,000,000, while a typical park development could he expected to
00 spaces and require a mortgage of only $200,000. As a result, fee income
underwriting and construction administration would be minimal and the program
be expected to operate at a loss unless fee income for park proposals were
~ased to a larger percentage of the mortgage amount. Since annual foes that
~rt Agency management functions are also based on a percentage of the mortgage
-t, this Agency activity would also probably operate at a loss and need to be
-diced by other Agency activities.
An even mere crucial concern with mobile homo park financing involves the
ty of the Agency to raise funds. It is difficult io determine how park
opera would respond to an Agency program. But given the overall pari;
eopulent activity in the state, demand for construction and/or permanent
..oiirj would he expected to be low in terms of proposals, total number of
.S end toitil mortgager amounts requested compared with apartment development
.
Ihe expected low volume of activity under a pail; development program would
vhc structuring cf a feasible bond issue extremely difficult.. The Agency
- need to attract a third of the estimated development activity in the State
mecrate $5,000,600 in loins annually, and the ability of the Agency to attract
mount of business .is uncertain. In addition, even a bond issue of $5,000,000~
prove to be too small co generate enough revenue to cover the costs of

Jl the bond. One possible solution to this problemwWould be to fir —we park



