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Original sponsor: Pules/Governor
Offered: 4/10/GU
Referred: Finance

IK THE SENATE BY THE C0UJ1ERCE COMlftTTEE
CS FOR SENATE BILL HO. 384  

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

A BILL
For an Act e n t i t l e d :  "An Act r e l a t i n g  to  Che A laska  Housing Finance Cor­

p o r a t i o n ;  e s t a b l i s h in g  a s p e c i a l  mortgage purchase  
program , a mortgage in t e r e s t  r e d u c t io n  fund, and a 
hous ing  in su ran ce  fund ; and p rov id in g  f o r  an e f f e c t i v e  
d a t e ."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* S e c t io n  1 .  FINDINGS. (a )  The l e g i s l a t u r e  f in d s  t h a t  the A laska Housinr  

Finance C o rp o ra t io n  program o f  f in an c in g  the- pu rchase  o f  r e s i d e n t i a l  mortgage 
loan s  in  in  je o p a rd y  because  o f  l e g i s l a t i o n  pending in  th e  Un ited  S ta te s  
Congress which would deny tax  exemption to  bonds is s u e d  by the c o rp o r a t io n  to  
p rov id e  money f o r  pu rch as in g  the mortgage lo a n s .  In a d d i t i o n ,  ex trem ely  h igh  
i n t e r e s t  r a t e s  have a d v e r s e ly  a f f e c t e d  the  a b i l i t y  o f  persons not e l i g i b l e  
f o r  the  c o r p o r a t i o n ' s  programs t o  s e cu re  n o r tg ag e  loan s fvon  conv en tion a l 
lend ing  sou rce s  tn  pu rchase  r e s i d e n t i a l  h o u s in g . The con t inuan ce  o f  the  
r e s i d e n t i a l  mortgage pu rchase  program o f  the  c o r p o r a t i o n  and o f  r e s i d e n t i a l  
mortgage lend ing a c t i v i t i e s  o f  o t h e r  mortgage le n d e rs  and the  r e d u c t io n  o f  
mortgage i n t e r e s t  r a t e s  a r c  e s s e n t i a l  to  h e lp  a s su re  a supp ly  o f  housing  f o r  
home p u rch a se rs  in  th e  s t a r e .

(b )  The l e g i s l a t u r e  f u r t h e r  f in d s  t h a t  e s ta b l ishm en t  o f  a s p e c ia l  
mortgage pu rchase  program a u th o r iz in g  the c r e a t i o n ,  p u r ch a se , and s o le  o f  
mortgage p a r t i c i p a t i o n s ,  a mortgage in te r o p  j r e d u c t i o n  fund p rov id in g  f o r  
reduced i n t e r e s t  r a t e s  on home m ortgages , and a spec ia l ,  housing  mortgage 
in su ran ce  program p rov id in g  f o r  in su ran ce  o f  home mortgages purchased  by the  
c o r p o r a t i o n  w i l l  a s s i s t  the  A laska Housing F inance C o rp o ra t io n  and p r iv a t e
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mortgage lende rs  t o  con t in u e  t o  f in an c e  the  pu rch ase  o f  r e s i d e n t i a l  mortgage 
loans and enab le  A laskans t o  a ch iev e  hone ownersh ip a t  a f f o r d a b l e  mortgage 
i n t e r e s t  r a t e s  even i f  the  a b i l i t y  o f  the  c o r p o r a t i o n  t o  i s s u e  tax  exempt 
o b l ig a t i o n s  i s  u l t im a t e ly  withdrawn by th e  Un ited  S t a t e s  Congress and 
mortgage i n t e r e s t  r a t e s  c on t in u e  a t  the  p re sen t  l e v e l s ,  v/hich a re  now h ig h e r  
than they  have ever been in  r e c en t  econom ic h i s t o r y .

* S e c .  2 .  AS 1 J , 5 6 . 0 3 0 ( a )  i s  amended to  reads
(a )  The c o r p o r a t i o n  s h a l l  be governed by a board o f  d i r e c t o r s .  Tb 

board  o f  d i r e c t o r s  o f  th e  c o r p o r a t io n  c o n s i s t s  o f  the comm issioner oft 
th o  Department o f  Commerce and Economic Development and the  commis s io n e r
o f  the Department o f  Revenue, se rv ing  as ex o f f i c i o  membe r s , and t h ree  
p u b l i c  [S IX ] members appo in ted  by the g ov e rn o r . I f  an ex o f f i c i o  member 
o f  the board i s  absen t o r  o th e rw ise unab le t o  ac t : , he may d e s ign a te  an 
employee in  h i s  department to  a c t  as a member o f  the  board  in h i s  p l a c e .

* S e c .  3 .  63 1 8 .5 6 .0 3 f t  i s  amended by adding a new su b s e c t io n  t o  re ad :
( e )  The commissioner o f  th e  Department o f  Commerce and Economic 

Development i s  th e  chairman o f  the board anil the comm issioner o f  the  
Department o f  Revenue i s  the s e c r e t a r y .  A m a jo r i t y  o f  th e  members o f  
the hoard  c o n s t i t u to r ,  a quorum.

*  S e c . A. AS I f . 56 i s  amended by adding new s e c t io n s  to  r e a d :
S e c .  1 8 . 5 6 . 0 9 7 .  MORTGAGE INTEREST DEDUCTION FUND AMD SPECIAL 

MORTGAGE PURCHASE PROGRAM, ( a )  There i s  e s t a b l i s h e d  in  tho c o rp o r a t io n  
the  mortgage i n t e r e s t  r e d u c t io n  fund . The mortgage i n t e r e s t  r e d u c t io n  
fund must be com p le te ly  seg reg a ted  from o th e r  funds o f  th e  c o r p o r a t i o n ,  
and i s  a t r u s t  fund f o r  the uses and pu rposes o f  t h i s  s e c t i o n .  Money 
nay be p a id  in t o  and ou t o f  th e  mortgage in t e r e s t  r e d u c t io n  fund on ly  as 

p rov id ed  in  t h i s  s e c t i o n .
(b )  The pu rpose  o f  th e  mortgage i n t e r e s t  r e d u c t io n  fund i s  to  

p rov id e  f o r  i n t e r e s t  r a t e  r e d u c t io n s  t o  m ortgagors on mortgage loans
- 2 -  CSSB 33A
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made under th e  s p e c ia l  mortgage purchase prograci o f  tho c o r p o r a t i o n .  
Under the s p e c i a l  n o r tg age  purchase  program , th e  c o r p o r a t io n  nay p u r ­
chase a hous ing  mortgage lo an , in c lu d in g  a hous ing  mortgage loan  f o r  a 
n o b i l e  home, and any o th e r  hous ing  mortgage loan  f o r  a s in g le - f a m i ly  
dw e ll in g  o r  an ow ner -o c cup ied  dup lex which does not exceed the l im i t a ­
t io n s  on mortgage loans purchased by the Federa l t /a t ion a l  Mortgage 
A s s o c ia t i o n  as to  p r in c i p a l  amount and l o a r . - t o - v a lu e  r a t i o  and which 
meets prudent lend ing  c r i t e r i a .  Under the s p e c i a l  mortgage purchase  
program , the  c o rn o r a t io n  ray  purchase hous ing  mortgage loans is su ed  f o r  
the purpose o f  r e f in a n c in g  e x i s t in g  hous ing mortgage loans on ly  to  the. 
ex ten t t h a t  th e  amount r e f in an ced  does not exceed th e  loan  b a lan ce ,  
s u b je c t  to  the  a v a i l a b i l i t y  o f  money. The c o r p o r a t i o n  may make weekly 
fo rw ard  commitments to  purchase  c e r t a in  amounts o f  mortgage loans a t  a 
y ie ld  r a t e  determ ined by the c o rp o r a t io n  which w i l l  a l low  f a i r  s e r ­
v i c in g  fe e s  end a d m in is t r a t iv e  expenses t o  the o r i g i n a t o r  o f  the lo a n .  
The mortgage loans which the  c o rp o r a t io n  commits to  pu rchase  s h a l l  
meet pruden t lend ing  c r i t e r i a  as se t  ou t in  r e g u la t i o n s  adopted by the 
c o r p o r a t i o n .  The c o r p o r a t i o n  may pu rch a se , s o i l ,  h o ld ,  o r  o th e rw ise  
dea l in  a mortgage loan  purchased os  p a r t  o f  i t s  s p e c i a l  mortgage p u r ­
chase program . In c onn ec t ion  w ith  the  pu rchase  or sa*e  o f  a b e n e f i c i a l  
i n t e r e s t  o r  p a r t i c i p a t i o n  in  mortgage lo a n s ,  th e  c o r p o r a t io n  may 
en te r  in to  a t r u s t  agreement p rov id in g  f o r  the c u s to d y , c o n t r o l ,  and 
a d m in is t r a t io n  o f  th e  mortgage lo a n s .  'Hie t r u s t  agreement may p rov id e  
t h a t  the c o r p o r a t i o n  o r  an in su red  sav ings and loan  a s s o c i a t i o n ,  c r e d i t  
un ion , bank o r  t r u s t  company a c t  as t r u s t o r  or t r u s t e e  under the t r u s t  
and th a t  t i t l e  t o  the mortgage Ioann he con s id e red  t o  have passed  as 
p rov ided  in  the  t r u s t  agreement. To the ex ten t  p rov id ed  in  the  t r u s t  
agreement, the  e f f e c t  o f  s a le  o f  b e n e f i c i a l  i n t e r e s t s  o r  p a r t i c i p a t i o n s  
i s  th e  same’ as the s a le  o f  the mortgage loans s u b je c t  t o  the t r u s t .  The
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c o r p o r a t i o n  nay adopt: r e g u la t i o n s  p r o h i b i t i n g ,  l im i t i n g ,  o r  s e t t in g  
c o n d i t io n s  on th e  r i g h t  to  assuno a mortgage loan  made as p a r t  o f  th e  
s p e c i a l  mortgage pu rchase  program .

( c )  The c o r p o r a t i o n  s h a l l  e s t a b l i s h  ar.d amend, as n e ce s s a ry , an 
i n t e r e s t  r a t e  r e d u c t io n  f o r  mortgages pu rchased  as p a r t  o f  i t s  s p e c i a l  
mortgage pu rchase  program to  p reven t the i n t e r e s t  r a t e  t o  the borrower 
from exceed ing  n ine and o n e -h a l f  p e rcen t a y e a r .  The mortgage in t e r e s t  
r e d u c t io n  fund may be f in an ced  on ly  from a p p r o p r i a t i o n s  by the l e g i s l a ­
t u re  ,

( d )  In rieterming the  amount o f  the a p p r o p r ia t e  i n t e r e s t  r e d u c t io n  
on a mortgage loan which i t  has committed to  pu rch a se  as p a r t  o f  i t s  
s p e c i a l  mortgage pu rchase  program , the  c o r p o r a t i o n  s h a l l  c a l c u l a t e  the 
t o t a l  amount o f  tho i n t e r e s t  r e d u c t io n  payab le  over the  schedu led  t e rn  
o f  the mortgage lo a n ,  t o g e th e r  w ith  the t o t a l  amount o f  s e rv i c in g  fe e s  
ant? a d m in is t r a t iv e  expenses e s t im a ted  to  be p ay ab le  ov er  the term o f  the 
mortgage lo a i i .  To th e  e x ten t  investm ents a re  ... a i l a b l c ,  th e  c o rp o r a t io n  
s h a l l  in v e s t  an amount h e ld  in the mortgage i n t e r e s t  r e d u c t io n  fund in  
investments ea rn ing  i n t e r e s t  o r  y ie ld in g  amounts payab le  «t the t in e s  
and in  the amounts which , t o g e th e r  w ith th e  p r i n c i p a l  o f  the  investments  
and cash h e ld ,  w i l l  be s u f f i c i e n t  t o  pay the- in te r e s t :  r e d u c t io n  and 
expenses as they become due . The c o r p o r a t io n  s h a l l  s e t  a s id e  the  
investments and cash h e ld  i r r e v o c a b ly  in  t r u s t  o r  o th e rw ise  f o r  the  
purpose o f  pay ing the  in t e r e s t  r e d u c t io n  and expen se s . The sta tem en t o f  
the  c o r p o r a t io n  on the mortgage note th a t  the  amount o f  the in t e r e s t  
r e d u c t io n  i s  payab le  from th e  mortgage i n t e r e s t  r e d u c t io n  fund con ­
s t i t u t e s  the o b l i g a t i o n  o f  the  c o r p o r a t io n  to  pay t h a t  amount from the  
mortgage in t e r e s t  r e d u c t io n  fund a c co rd in g  t o  th e  terms o f  the  s t a t e ­
ment, and i s  con c lu .s ive  ev iden ce  t h a t  the  amount o f  the i n t e r e s t  
r e d u c t io n  i s  so p a y a b le .  I n t e r e s t  r e d u c t io n s  may be p a id  on ly  from the

- 4 -  CSSR 384



11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

mortgage i n t e r e s t  r e d u c t io n  fund . In t h i s  s u b s e c t i o n ,  ’’expenses” means 
s e rv i c in g  fee s  and a d m in is t r a t iv e  expen ses .

( e )  The c o r p o r a t i o n  nay en te r  in t o  agreements as t o  «.ne use o f  
money in  the  mortgage i n t e r e s t  r e d u c t io n  fund , i n d u c i n g ,  w ith ou t  l i n i t n  
t i o n ,  t r u s t  o r  cu s tody  agreements v/ith in su red  banks , in su red  sav ings  
and loan  a s s o c i a t i o n s ,  in su red  c r e d i t  u n ion s , o r  in su red  t r u s t  companies 
and r.iay p le d g e , a s s ig n ,  o r  g ran t an agreement, an i n t e r e s t  under an 
agreement, o r  an i n t e r e s t  in  th e  mortgage i n t e r e s t  r e d u c t io n  fund to  
p rov id e  f o r  t im e ly  payments o f  the? amounts o f  the i n t e r e s t  r e d u c t io n  and 
expenses and as nay be n e ce ssa ry  o r  a p o r o p r ia t c  to  p r o v id e  f o r  the  
payment o f  and s e c u r i t y  f o r  bonds o f  trie c o r p o r a t i o n .

(£ ) In  t h i s  s e c t i o n  and in  AS 1 3 .5 6 .G 9 f ,  "mortgage loan"  in c lu d e s  
a b e n e f i c i a l  I n t e r e s t  o r  p a r t i c i p a t i o n  in  a mortgage lo a n .

S ee . 1 8 . 5 6 . 0 9 8 .  INSURANCE. ( a )  There i s  e s t a b l i s h e d  in  the  
c o r p o r a t i o n  t'. . h ous ing  in su ran ce  fund . The hous ing  in su ran ce  fund o u s t  
be com p le te ly  se g reg a ted  from a l l  o th e r  funds o f  the c o r p o r a t i o n ,  and i s  
a t r u s t  fund f o r  th e  uses and purposes o f  t h i s  s e c t i o n .  Money may be 
pa id  in t o  and ou t o f  the  h ou s in g  in su ran ce  fund on ly  as p rov id ed  in  t h i s  
s e c t i o n .  The c o r p o r a t i o n  may en te r  in t o  agreements as t o  the \;sc o f  
money in  the hous ing  in su ran ce  fund , agreements w ith  r e s p e c t  to  th e  
te rn s  and c o n d i t io n s  upon v/hich payments from the housing, in su ran ce  fund 
must be rnde t o  the  c o r p o r a t i o n  v;ith r e s p e c t  to  mortgage loans in su red  
under t h i s  s e c t i o n ,  and agreements reg a rd in g  th e  payment o f  and s e c u r i t y  
f o r  bonds o f  th e  c o r p o r a t i o n .  The c o r p o r a t io n  may p le d g e ,  a s s ig n ,  o r  
g ran t o th e r  i n t e r e s t s  in  the hous ing  in su ran ce  fund as r a y  be n ecessa ry  
o r  a p p r o p r ia t e  in  c onn ec t ion  w ith  th e  in su ran ce  o f  mortgage loan s and. to  
p rov id e  f o r  the payment o f  and se cx ir itv  f o r  bonds o f  the c o r p o r a t i o n .

(b )  In  a d d i t i o n  t o  o th e r  fe e s  and charges which the  c o r p o r a t i o n  
may charge on mortgage lo a n s ,  the c o r p o r a t i o n  may c o l l e c t  o r  cause  t o  be

- 5 - C S S B  3 3 4
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co l l e c t e d  on a l l  mortgage loans in su red  under t h i s  s e c t i o n  e i t h e r  n 
hous ing  loan  in su ran ce  commitment fe e  o r  a hous ing  loan  in su ran ce  
premium or b o t h .  The hous ing  loan  in su ran ce  commitment f e e s  and hous ing  
loan  in su ran ce  premiums i?hen r e c e iv e d  s h a l l  be d e p o s i t e d  in  the hou s in g  
in su ran ce  fund by the c o r p o r a t i o n ,  o r  by th e  mortgage loan  s e r v i c e r ,  
t r u s t e e ,  o r  apent d e s ign a ted  by the c o r p o r a t i o n  to  r e c e iv e  them.

( c )  A mortgage loan  purchased  by the  c o rn o r a t io n  as p a r t  o f  i t s  
s p e c i a l  mortgage pu rch ase  program , in c lu d in g  a hou s in g  mortgage loan  fo r  
a m ob ile  home and a r e f in a n c e d  hous ing  mortgage loan  may be in su red  by 
th e  hous ing  in su ran ce  fund . The endorsement o f  th e  c o r p o r a t i o n  on the  
mortgage th a t  i t  in  in su red  under t h i s  s e c t i o n  a t  th e  time o f  pu rchase  
or a c q u i s i t i o n  o f  the mortgage loan  i s  c o n c lu s iv e  ev iden ce  t h a t  th e  
mortgage loan  i s  in su red  under the  p r o v is io n s  o f  t h i s  s e c t i o n .

(d )  Mortgage loans may be in su red  on ly  when the amount iti the
hous ing  in su ran ce  fund as a pe rcen tage  o f  th e  sum o f  a l l  mortgage loans  
to  be in su red  ^ ' i l l  unpa id  p r in c i p a l  on mortgage loans in su red  by the  
c o r p o r a t i o n  e q u a ls  o r  exceeds the  fund requ irem en t . The fund r e q u i r e ­
ment i s  c a l c u l a t e d  as a p e rcen tag e  o f  the unpaid p r in c i p a l  b a lan ce  o f  
the  mortgage loan s  in su red  which th e  c o r p o r a t io n  de te rm ines i s  a c t u a r i ­
a l l y  sound f o r  o p e r a t io n  o f  the hous ing  in su ran ce  fund ,

( e )  In de te rm in ing  a c t u a r i a l  soundness w ith  r e s p e c t  t o  the o p e ra ­
t i o n  o f  the bous ing  in su ran ce  fund , th e  c o r p o r a t i o n  s h a l l  c o n s id e r  means 
o f  p r o v id in g  s u f f i c i e n t  revenues f o r  th e  o p e r a t i o n  o f  th e  hous ing  in s u r ­
ance fund , w ith ou t  reg a rd  to  amounts which r a y  have been o r nay , a f t e r  
th e  d a te  o f  d e te rm in a t ion  o f  a c t u a r i a l  soundness , be a p p r o p r ia t e d  under
( f )  o f  t h i s  s e c t i o n ,  and the  c o r p o r a t i o n  s h a l l  c o n s id e r  e s t im a te s  o f  
f u tu r e  d e f a u l t s  and lo s s e s  on mortgage loan s  in su red  under t h i s  s e c t i o n  
based on u c tu a l  d e f a u l t  and lo s s  ex p e r ien ce  on th o se  mortgage loans o r  
on s im i l a r  mortgage loan s  in  A laska o r  e ls ew he re , e s t im a te s  o f  r c c o v e r -
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i e s  on d e fa u l t e d  o r  f o r e c l o s e d  mortgage loan s  based on a c t u a l  r e co v e ry  
ex p e r ien ce  on th o se  mortgage loans o r  on s im i l a r  mortgage lo an s  in  
A laska  o r  e ls ew h e re ,  th e  te rn s  and c o n d i t io n s  o f  th e  mortgage loans  
in su red  under t h i s  s e c t i o n ,  e s t im a te s  o f  ea rn in g s  and income o f  amounts 
on. d e p o s i t  in  th e  hou s in g  in su ran ce  fund , and o th e r  a p p r o p r ia t e  f a c t o r s .

( f )  Cn December 1 o f  each y e a r ,  the  c o r p o r a t i o n  s h a l l  a s c e r t a in  
th e  amount on d e p o s i t  in  th e  hou s in g  in su ran ce  fund . I f  the  amount in  
th e  hous ing  in su ran ce  fund i s  le s s  than  the  fund requ irem en t , th e  c o r ­
p o r a t i o n  s h a l l  t ra in s fe r  th e  amount n e ce ssa ry  t o  r e s t o r e  the hous ing  
in su ran ce  fund from a v a i l a b l e  money which i s  not encumbered o r  r e ­
s t r i c t e d  f o r  o th e r  use under the  terms o f  c o n t r a c t s  w ith  bondho lders  o r  
o t h e r s .  I f  the amount in  the bous ing  in su ran ce  fund i s  l e s s  than the  
fund req u irem en t , the c o r p o r a t i o n  s h a l l ,  no l a t e r  than  January  2 o f  the  
f o l l ow in g  y e a r ,  c e r t i f y  in  w r i t in g  to  the governor and to  the l e g i s ­
l a t u r e  the  amount, i f  any , r e q u i r e d  to  r e s t o r e  the  fund to  the fund 
requ irem en t . The l e g i s l a t u r e  nay a p p r o p r ia t e  the amount and the  
c o r p o r a t i o n  s h a l l  d e p o s i t  the  amounts a p p r o p r ia t e d  du r ing  the  then  
current: s t a t e  f i s c a l  y ea r  in  th e  hous ing  in su ran ce  fund . N oth ing  in  
t h i s  s u b s e c t io n  c r e a t e s  a debt o r  l i a b i l i t y  o f  the s t a t e .

(g )  In  t h i s  s e c t i o n :
( 1 )  "housing  loan  in su ran ce  commitment fe e "  means a fe e  

s t a t e d  as a p e rc en tag e  o f  the  p r in c i p a l  amount o f  a mortgage loan  t o  be 
in su red  under t h i s  s e c t i o n  determ ined by th e  c o r p o r a t i o n  t o  be a c t u a r i ­
a l l y  sound f o r  the  o p e r a t io n  o f  th e  hous ing  in su ran ce  fund?

(?) "hous ing loan  in su ran ce  premium" means an annual in s u r ­
ance premium s t a t e d  as a p e rcen tag e  o f  th e  p o r t io n  o f  th e  unpaid p r i n c i ­
p a l  amount o f  a mortgage in su red  under t h i s  s e c t i o n  determ ined by the  
c o r p o r a t i o n  to  be a c t u a r i a l l y  sound f o r  the  o p e r a t io n  o f  the hous ing  
in su ran ce  fund .
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* S e c .  5 .  AS 1 3 . 5 6 . 0 3 0 ( b )  and ( c ;  e re  r e p e a le d .
* S e c .  6 .  T h is  Act take s  e f f e c t  inlinediaCely in  a cco rd an ce  w ith  AS 01, 

1 0 . 0 7 0 ( c ) .
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BY THE RULES COMMITTEE BY 
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 384  
IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE -  SECOND SESSION
A BILL

For an A c t  e n t i t l e d :  "An A ct r e l a t i n g  t o  th e  A la ska  Housing F inance Cor­
p o r a t i o n ;  e s t a b l i s h in g  a S p e c i a l  Mortgage Pu rchase  
Program , a Mortgage I n t e r e s t  R educt ion  Fund, and a 
Housing In su ran ce  Fund; and p r o v id in g  f o r  an e f f e c ­
t i v e  d a t e ."

BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1 . FINDINGS. (a )  The l e g i s l a t u r e  f in d s  t h a t  th e  A laska  

Housing F inance  C o rp o ra t io n  program o f  f in a n c in g  th e  pu rch ase  o f  r e s i d e n t i a l  
mortgage lo an s  i s  in  je o p a rd y  because  o f  l e g i c l a t i o n  pending in  th e  U n ited  
S ta t e s  Congress which would deny ta x  exemption t o  bonds i s s u e d  by the  
c o r p o r a t i o n  t o  p r o v id e  funds f o r  pu rch a s in g  th e  mortgage l o a n s .  In  a d d i t i o n , 
ex trem e ly  h ig h  i n t e r e s t  r a t e s  have a d v e r s e ly  a f f e c t e d  th e  a b i l i t y  o f  persons  
n o t  e l i g i b l e  f o r  th e  c o r p o r a t i o n ' s  programs t o  se cu re  mortgage loan s  from  
c on v en t io n a l  len d in g  sou rce s  t o  pu rch a se  r e s ' d e n t i a l  h o u s in g . The con­
t in u an ce  o f  th e  r e s i d e n t i a l  m ortgage pu rch ase  program o f  th e  c o r p o r a t io n  
and o f  r e s i d e n t i a l  mortgage len d in g  a c t i v i t i e s  o f  o t h e r  mortgage len d e rs  
and th e  r e d u c t i o n  o f  mortgage i n t e r e s t  r a t e s  a re  e s s e n t i a l  t o  h e lp  a s su re  a 
supp ly  o f  hou s in g  f o r  home p u rch a se rs  in  th e  s t a t e .

(b )  The l e g i s l a t u r e  f u r t h e r  f in d s  t h a t  e s ta b l is hm en t  o f  a s p e c i a l  
mortgage p u rch a se  program a u th o r i z in g  th e  c r e a t i o n ,  p u r ch a se , and s a l e  o f  
mortgage p a r t i c i p a t i o n s ,  a mortgage i n t e r e s t  r e d u c t io n  fund p r o v id in g  f o r  
redu ced  i n t e r e s t  r a t e s  on home m ortgages , and a s p e c i a l  h ou s in g  mortgage 
in su ran ce  program p ro v id in g  f o r  in su ran ce  o f  home mortgagee pu rch ased  by 
th e  c o r p o r a t i o n  w i l l  a s s i s t  th e  A la sk a  Housing F inance C o rp o ra t io n  and
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p r i v a t e  mortgage len d e rs  t o  c o n t in u e  t o  f in an c e  th e  pu rchase  o f  r e s i d e n t i a l  
mortgage lo an s  and en ab le  A laskans t o  a c h ie v e  home ownership a t  a f f o r d a b l e  
mortgage i n t e r e s t  r a t e s  even i f  th e  a b i l i t y  o f  th e  c o r p o r a t i o n  t o  i s s u e  ta x  
exempt o b l i g a t i o n s  i s  u l t im a t e ly  w ithdrawn by th e  U n ite d  S t a t e s  Congress 
and mortgage i n t e r e s t  r a t e s  c on t in u e  a t  th e  p re s en t  l e v e l s , which a re  now 
h ig h e r  than  they  have ev e r  been in  r e c e n t  econom ic h i s t o r y .

*  S e c .  2 .  AS 1 8 . 5 6 . 0 3 0 ( a )  i s  amended to  r e a d :
(a )  The c o r p o r a t i o n  s h a l l  be governed by a board  o f  d i r e c t o r s .

The b oa rd  o f  d i r e c t o r s  o f  th e  c o r p o r a t i o n  c o n s i s t s  o f  th e  comm issioner 
o f  th e  Department o f  Commerce and Economic Development, th e  commissioner 
o f  th e  Department o f  Revenue, and th e  comm issioner o f  th e  Department
o f  A dm in is t r a t io n  [AND SIX MEMBERS APPOINTED BY THE GOVERNOR]. I f  a 
member o f  the  b o a rd  i s  ab sen t o r  o th e rw ise  unab le  t o  a c t ,  he may 
d e s ig n a te  an employee in  h i s  department t o  a c t  as a member o f  th e  
boa rd  in  h i s  p l a c e .

*  S e c .  3 .  AS 1 8 . 5 6 . 0 3 0  i s  amended by adding a new su b s e c t io n  to  r e a d :
(e )  The comm issioner o f  th e  Department o f  Commerce and Economic 

Development i s  th e  chairman o f  th e  board  and th e  commissioner o f  th e  
Department o f  Revenue i s  th e  s e c r e t a r y .  A m a jo r i t y  o f  th e  members o f  
t h e  b oa rd  c o n s t i t u t e s  a quorum.

*  S e c .  4 .  AS 1 8 .5 6  i s  amended by add ing new s e c t i o n s  to  r e a d :
S e c . 1 8 . 5 6 . 0 9 7 .  MORTGAGE INTEREST REDUCTION FUND AND SPECIAL 

MORTGAGE PURCHASE PROGRAM. ( a )  There i s  e s t a b l i s h e d  in  th e  c o r p o r a ­
t i o n  th e  "mortgage in t e r e s t  r e d u c t i o n  fun d ."  The fund must be com­
p l e t e l y  se g reg a ted  from a l l  o t h e r  funds o f  th e  c o r p o r a t i o n ,  and i s  a 
t r u s t  fund f o r  th e  uses and pu rp o se s  o f  t h i s  s e c t i o n .  Money may be 
p a id  in t o  and o u t  o f  th e  fund on ly  as p ro v id e d  in  t h i s  s e c t i o n .

(b ) The pu rpose  o f  th e  fund i s  t o  p r o v id e  f o r  i n t e r e s t  r a t e  
r e d u c t io n s  t o  m ortgagors  on m ortgage loan s  made under th e  s p e c i a l
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mortgage pu rch a se  program o f  th e  c o r p o r a t i o n .  Under th e  s p e c i a l  
m ortgage pu rch ase  program , th e  c o r p o r a t i o n  may pu rch ase  any hous ing  
mortgage lo a n ,  In c lu d in g  a h ou s in g  mortgage lo a n  f o r  a  m ob ile  home, 
and any o th e r  hous ing  mortgage lo an  f o r  a s in g l e - f a m i l y  r e s id en c e  o r  
an ow ner -o ccup ied  dup lex  which does n o t  exceed th e  l im i t a t i o n s  on 
mortgage lo an s  pu rchased  by th e  F e d e ra l  N a t io n a l  M ortgage A s s o c i a t i o n  
as t o  p r i n c i p a l  amount and l o a n - t o - v a l u e  r a t i o  and which meets p ruden t  
le n d in g  c r i t e r i a .  The c o r p o r a t i o n  may p u r ch a s e , s e l l ,  h o ld ,  o r  o t h e r ­
w ise  d e a l  in  any mortgage lo an  pu rch a sed  as p a r t  o f  i t s  s p e c i a l  m or t ­
gage pu rch ase  program . In t h i s  s e c t i o n  and in  AS 1 8 . 5 6 . 0 9 3 ,  ’’mortgage  
loan "  in c lu d e s  a b e n e f i c i a l  i n t e r e s t  o r  p a r t i c i p a t i o n  in  a mortgage  
l o a n .  In  conn ec t ion  wl  ch th e  p u rch a se  o r  s a l e  o f  a b e n e f i c i a l  i n t e r e s t  
o r  p a r t i c i p a t i o n  in  f j r t g a g e  l o a n s ,  th e  c o r p o r a t i o n  may en te r  in t o  a 
t r u s t  agreement p r o r id in g  f o r  th e  c u s to d y ,  c o n t r o l ,  and a d m in is t r a t i o n  
o f  th e  mortgage lo a n s .  The t r u s t  agreement may p ro v id e  t h a t  th e  c o r ­
p o r a t i o n  o r  any bank o r  t r u s t  company a c t  as t r u s t o r  o r  t r u s t e e  under  
th e  t r u s t  and t h a t  t i t l e  t o  th e  mortgage lo an s  be c on s id e red  t o  have 
p a s sed  as p ro v id ed  in  the  t r u s t  agreement. To th e  e x ten t  p ro v id ed  in  
th e  t r u s t  agreement, th e  e f f e c t  o f  s a l e  o f  b e n e f i c i a l  i n t e r e s t s  o r  
p a r t i c i p a t i o n s  i s  th e  same as th e  s a l e  o f  th e  mortgage loan s  s u b je c t  
t o  th e  t r u s t .  The c o r p o r a t i o n  may adop t r e g u la t i o n s  p r o h i b i t i n g ,  
l im i t i n g ,  o r  s e t t in g  c o n d i t io n s  on th e  r i g h t  t o  assume a mortgage lo an  
made as p a r t  o f  th e  s p e c i a l  mortgage pu rch ase  program .

( c )  The c o r p o r a t i o n  s h a l l  f i x  from time t o  t i ^ e  an i n t e r e s t  r a t e  
r e d u c t i o n  f o r  mortgages pu rch ased  as  p a r t  o f  i t s  s p e c i a l  mortgage  
p u rch a se  program in  an amount such  t h a t  th e  i n t e r e s t  r a t e  t o  a s t a t e  
v e te r a n  does n o t  exceed n in e  and o n e -q u a r t e r  p e r  cen t  a y ea r  and the  
i n t e r e s t  r a t e  t o  any o th e r  b o rrow er does n o t  exceed  n in e  and o n e -h a l f  
p e r  cen t  a  y e a r ,  o r  an o th e r  amount o r  pe cen tage th e  l e g i s l a t u r e  may
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e s t a b l i s h .  The i n t e r e s t  r a t e  r e d u c t i o n  fund may be funded on ly  from
a p p r o p r i a t i o n s  by th e  l e g i s l a t u r e .  In  t h i s  s e c t i o n ,  " s t a t e  v e te ran "
means a v e te ra n  e l i g i b l e  f o r  a lo a n  under AS 2 6 . 1 5 .

(d )  When th e  c o r p o r a t i o n  de te rm ines th e  amount o f  th e  a p p r o p r ia t e
i n t e r e s t  r e d u c t io n  on a mortgage lo an  which i t  has committed t o
p u r ch a se  as p a r t  o f  i t s  s p e c i a l  mortgage p u rch ase  program , i t  s h a l l
c a l c u l a t e  th e  t o t a l  amount o f  th e  i n t e r e s t  r e d u c t io n  p ayab le  ov e r  th e
sch edu led  term o f  the  mortgage lo a n ,  t o g e th e r  w ith  th e  t o t a l  amount o f
s e r v i c in g  fe e s  and a d m in is t r a t iv e  expenses e s t im a ted  t o  be payab le
ov e r  th e  term o f  the  mortgage lo a n .  To th e  e x te n t  investm en ts a re
a v a i l a b l e ,  th e  c o r p o r a t i o n  s h a l l  in v e s t  an amount h e ld  in  th e  fund in
investm en ts ea rn ing  in t e r e s t  o r  y i e l d in g  amount p ay ab le  a t  th e  t imes
and in  th e  amounts which t o g e th e r  w ith  th e  p r i n c i p a l  o f  th e  investm en ts
and ca sh  h e ld  w i l l  be s u f f i c i e n t  t o  pay th e  i n t e r e s t  r e d u c t io n  and
expenses as they  become due . The c o r p o r a t i o n  s h a l l  s e t  a s id e  th e
inves tm en ts  and ca sh  h e ld  i r r e v o c a b ly  in  t r u s t  o r  o th e rw is e  f o r  th e
pu rp o se  o f  pay ing th e  i n t e r e s t  r e d u c t i o n  and expenses . Tine s ta tem en t
o f  th e  c o r p o r a t i o n  on the  mortgage n o te  t h a t  th e  amount o f  th e  i n t e r e s t
r e d u c t i o n  i s  payab le  from the  fund c o n s t i t u t e s  th e  o b l i g a t i o n  o f  th e
c o r p o r a t i o n  t o  pay t h a t  amount from th e  fund a c c o rd in g  t o  th e  terms o f
th e  s ta tem en t , and i s  c o n c lu s iv e  ev iden ce  t h a t  th e  amount o f  th e
i n t e r e s t  r e d u c t io n  i s  so p a y ab le .  I n t e r e s t  r e d u c t io n s  may be p a id
on ly  from th e  fund . In  t h i s  s u b s e c t i o n ,  "expenses" means s e r v i c in g
f e e s  and a d m in is t r a t iv e  expenses .

( f )  The c o r p o r a t i o n  may e n te r  in t o  agreements as t o  th e  u se  o f
money in  th e  fund , in c lu d in g ,  w ith o u t  l im i t a t i o n ,  t r u s t  o r  cu s tody
agreements w ith  banks o r  t r u s t  companies and may p le d g e ,  a s s ig n ,  o r
g ran t  an agreement, an i n t e r e s t  under an agreement, o r  an i n t e r e s t  in  
th e  i n t e r e s t  r e d u c t i o n  fund t o  p r o v id e  f o r  t im e ly  payments o f  th e
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amounts o f  th e  I n t e r e s t  r e d u c t io n  and expenses and as may be n e ce s s a ry  
o r  a p p r o p r ia t e  t o  p r o v id e  f o r  th e  payment o f  and s e c u r i t y  f o r  bonds o f  
th e  c o r p o r a t i o n .

S e c .  1 8 . 5 6 . 0 9 8 .  INSURANCE, ( a )  There i s  e s t a b l i s h e d  in  th e  
c o r p o r a t i o n  th e  ’’h ou s in g  in su ran ce  f u n d . ”  The fund must be com p le te ly  
se g re g a te d  from a l l  o t h e r  funds o f  th e  c o r p o r a t i o n ,  and i s  a t r u s t  
fund f o r  th e  u se s  and pu rposes  o f  t h i s  s e c t i o n .  Money may be p a id  
i n t o  and o u t  o f  th e  hou s in g  in su ran ce  fund on ly  as p rov id ed  in  t h i s  
s e c t i o n .  The c o r p o r a t i o n  may en te r  i n t o  agreements as to  th e  use  o f  
money in  th e  hous in g  in su ran ce  fund , agreements w ith  r e s p e c t  t o  the  
terms and c o n d i t i o n s  upon which payments from th e  h ou s in g  in su ran ce  
fund must be made t o  th e  c o r p o r a t i o n  w ith  respect , t o  mortgage loan s  
in su re d  under t h i s  s e c t i o n ,  and agreements re g a rd in g  th e  payment o f  
and s e c u r i t y  f o r  bonds o f  th e  c o r p o r a t i o n .  The c o r p o r a t i o n  may p le d g e ,  
a s s ig n ,  o r  g ran t  o t h e r  i n t e r e s t s  in  th e  h ou s in g  in su ran ce  fund as may 
be n e c e s s a ry  o r  a p p r o p r ia t e  in  conn ec t ion  w ith  th e  in su ran ce  o f  m or t ­
gage lo an s  and t o  prov i.de f o r  th e  payment o f  and s e c u r i t y  f o r  bonds o f  
th e  c o r p o r a t i o n .

(b )  In  a d d i t i o n  t o  any o th e r  f e e s  and cha rges  which th e  c o r p o r a ­
t i o n  may cha rge  on mortgage l o a n s ,  th e  c o r p o r a t i o n  may c o l l e c t  o r  
cau se  t o  be c o l l e c t e d  on a l l  mortgage loan s  in su re d  under t h i s  s e c t i o n  
e i t h e r  a hou s in g  lo an  in su ran ce  commitment f e e  o r  a hous ing  lo an  
in su ran ce  premium o r  b o th .  The h ou s in g  lo an  in su ran ce  commitment fe e s  
and h ou s in g  lo an  in su ran ce  premiums when r e c e iv e d  must be d e p o s i t e d  in  
th e  h ou s in g  in su ran ce  fund by th e  c o r p o r a t i o n ,  o r  by the  mortgage loan  
s e r v i c e r ,  t r u s t e e ,  o r  agen t d e s ig n a ted  by th e  c o r p o r a t i o n  t o  r e c e iv e  
them.

( c )  A mortgage lo an  pu rch ased  by th e  c o r p o r a t i o n  as  p a r t  o f  i t s  
s p e c i a l  m ortgage pu rch a se  program , in c lu d in g  a hou s in g  mortgage loan
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f o r  a  m ob ile  home, and any o t h e r  h ou s in g  mortgage lo an  f o r  a s i n g l e -  
f am i ly  r e s id e n c e  o r  an ow ne r -o c cup ied  dup lex  which  does n o t  exceed  th e  
l im i t a t i o n s  on mortgage lo an s  pu rch ased  by th e  l e d e r a l  N a t io n a l  M o r t ­
gage A s s o c i a t i o n  as t o  p r i n c i p a l  amount and l o a n - t o - v a l u e  r a t i o  and 
which  meets p ruden t lend ing  c r i t e r i a ,  may be in su re d  by th e  hous ing  
in su ran ce  fund . The endorsement o f  th e  c o r p o r a t i o n  on th e  mortgage  
t h a t  i t  i s  in su red  under t h i s  s e c t i o n  a t  th e  t im e o f  p u rch a se  o r  
a c q u i s i t i o n  o f  th e  mortgage lo an  i s  c o n c lu s iv e  ev id en ce  t h a t  th e  
mortgage lo an  i s  in su re d  under th e  p r o v i s i o n s  o f  t h i s  s e c t i o n .

(d )  M ortgage loan s  may be in su re d  on ly  when th e  amount in  the  
hou s in g  in su ran ce  fund as a p e rcen tag e  o f  th e  sum o f  a l l  mortgage 
lo an s  t o  be in su red  and a l l  unpa id  p r i n c i p a l  on mortgage loan s  in su re d  
by th e  c o r p o r a t i o n  eq ua ls  o r  exceeds th e  fund requ irem en t . The fund 
requ irem en t i s  c a l c u l a t e d  as a  p e rc en ta g e  o f  th e  unpa id  p r i n c i p a l  
b a lan ce  o f  th e  mortgage lo an s  in su red  which the  c o r p o r a t i o n  determ ines  
i s  a c t u a r i a l l y  sound f o r  o p e r a t i o n  o f  th e  h ou s in g  in su ran ce  fund .

( e )  Mien th e  c o r p o r a t i o n  de te rm ines what i s  " a c t t i a r i a l l y  sound"
w ith  r e s p e c t  t o  the  o p e r a t io n  o f  th e  h ou s in g  in su ran ce  fun d , i t  s h a l l
c o n s id e r  means o f  p r o v id in g  s u f f i c i e n t  revenues f o r  th e  o p e r a t i o n  o f
th e  fund , w ith o u t  r e g a rd  t o  amounts which may have been o r  may, a f t e r
the  d a te  o f  d e te rm in a t ion  o f  a c t u a r i a l  soundness , be a p p r o p r ia t e d
under ( f )  o f  t h i s  s e c t i o n  and i t  s h a l l  c o n s id e r  f a c t o r s  which must
in c lu d e ,  w ith o u t  l im i t a t i o n ,  e s t im a te s  o f  f u tu r e  d e f a u l t s  and lo s s e s
on mortgage loan s in su red  under t h i s  s e c t i o n  based  on a c t u a l  d e f a u l t
and l o s s  ex p e r ien ce  on th o se  mortgage lo an s  o r  on s im i l a r  m ortgage
loan s  in  A la sk a  o r  e ls ew he re , e s t im a te s  o f  r e c o v e r i e s  on d e f a u l t e d  o r
f o r e c l o s e d  mortgage loan s  based  on t h a t  e x p e r ie n c e ,  th e  terms and
c o n d i t i o n s  o f  th e  mortgage lo an s  in su re d  under t h i s  s e c t i o n ,  e s t im a te s  
o f  ea rn in g s  and income o f  amounts on d e p o s i t  in  th e  h ou s in g  in su ran ce

6 S B  3  8  4 :
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fund , and o t h e r  a p p r o p r ia t e  f a c t o r s .
( f )  On December 1 o f  each  y e a r ,  th e  c o r p o r a t i o n  s h a l l  a s c e r t a in  

th e  amount on d e p o s i t  in  th e  hous in g  in su ran ce  fund . I f  the amount in  
t h e  hous ing  in su ran ce  fund i s  l e s s  than  th e  fund requ irem en t , th e  
c o r p o r a t i o n  s h a l l  t r a n s f e r  th e  amount n e c e s s a ry  t o  r e s t o r e  th e  hous ing  
in su ran ce  fund from any a v a i l a b l e  funds w h ich  a r e  n o t  encumbered o r  
r e s t r i c t e d  f o r  o t h e r  use under the  terms o f  c o n t r a c t s  w ith  bondho ld e rs  
o r  o t h e r s .  I f  th e  amount in  th e  fund i s  l e s s  than  th e  fund r e q u i r e ­
ment, th e  c o r p o r a t i o n  s h a l l ,  no l a t e r  than  January  2 o f  th e  f o l low in g  
y e a r ,  c e r t i f y  in  w r i t in g  t o  th e  govern or and t o  th e  l e g i s l a t u r e  the  
amount, i f  any, r e q u i r e d  t o  r e s t o r e  th e  fund t o  th e  fund requ irem en t . 
The l e g i s l a t u r e  may a p p r o p r ia t e  the  amount and th e  c o r p o r a t i o n  s h a l l  
d e p o s i t  in  the  fund a l l  amounts a p p r o p r ia t e d  d u r in g  the  then c u r r e n t  
s t a t e  f i s c a l  y e a r .  N oth ing in  t h i s  s u b s e c t io n  c r e a t e s  a debt o r  
l i a b i l i t y  o f  th e  s t a t e .

(g )  In  t h i s  s e c t i o n :
( 1 )  "housing lo an  in su ran ce  commitment fe e "  means a f e e  o f  

such  p e r  cen t o f  th e  p r i n c i p a l  amount o f  a mortgage lo an  t o  be in su red  
under t h i s  s e c t i o n  as the  c o r p o r a t i o n  de te rm ines  i s  a c t u a r i a l l y  sound 
f o r  th e  o p e r a t io n  o f  th e  hou s in g  in su ran ce  fund ;

( 2 )  "housing loan  in su ran ce  premium" means an annual i n s u r ­
ance premium o f  such p e r  cen t  o f  th e  p o r t i o n  o f  th e  unpa id  p r i n c i p a l  
amoxmt o f  a  mortgage in su red  under t h i s  s e c t i o n  as  th e  c o r p o r a t i o n  
determ ines i s  a c t u a r i a l l y  sound f o r  th e  o p e r a t i o n  o f  th e  hous ing  
in su ran ce  fund .

*  S e c . 5 .  AS 1 8 . 5 6 . 0 3 0 ( b )  and ( c )  a re  r e p e a le d .
*  S e c .  6 . T h is  A c t  takes e f f e c t  im m ed ia te ly  in  a c co rd an ce  w ith  AS 0 1 . -  

1 0 . 0 7 0 ( c ) .
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The H onorab le  Clem T i l l i o n  
P r e s id e n t  o f  th e  Senate  
A laska  S t a t e  l e g i s l a t u r e  
Pouch V
Juneau , A la ska  99811  
Dear Mr. P r e s id e n t :
Under th e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  the  
A laska  C o n s t i t u t i o n ,  I am t r a n s m i t t in g  a b i l l  t o  
e s t a b l i s h  a s p e c i a l  mortgage p u rch a se  program , an 
i n t e r e s t  r e d u c t io n  fund , and a s p e c i a l  housing  
mortgage in su ran ce  fund, t o  be a dm in is te re d  by the  
A laska  Housing F inance C o r p o r a t io n .  A more
d e t a i l e d  d e s c r i p t i o n  o f  th e s e  programs i s  as 
f o l l o w s :

1 .  S p e c ia l  Mortgage Pu rchase  P rog ram . The 
s p e c i a l  mortgage pu rch ase  program pe rm its  
AHFC t o  pu rch a se  c e r t a in  r e s i d e n t i a l  mortgage 
l o a n s .  The l im i t a t i o n s  on lo a n s  t o  be 
pu rch a sed  would be th e  same l im i t a t i o n s  
p r e s c r ib e d  by th e  F ed e ra l N a t i o n a l  Mortgage 
A s s o c i a t i o n  f o r  lo an s  p u rch a sed  by t h a t  
agency . A t th e  p r e s en t  t im e th o s e  l im i t a t i o n s  
would p e rm it  th e  pu rch ase  o f  a s in g l e - f a m i l y  
home mortgage up t o  $ 1 1 2 ,5 0 0  w ith  a f i v e  p e r  
c e n t  down payment and up t o  $ 1 4 0 ,6 2 5  w ith  a 10 
p e r  c e n t  down payment. They would a l s o  p e rm it  
th e  pu rch ase  o f  lo an s  f o r  ow ne r -o c cup ied  
dup lexes  up t o  $ 1 5 0 ,0 0 0  w ith  a 10 p e r  c e n t  
down payment. The pu rch a se s  by AHFC under 
t h i s  b i l l  would be funded by an annual 
a p p r o p r i a t i o n .  The c o r p o r a t i o n  c o u ld  c r e a t e  a 
p o o l  o f  such  mortgages and s e l l  p a r t i c i p a t i o n s  
in  th e  p o o l .  S a le s  o f  th e  mortgages o r  
p a r t i c i p a t i o n s  would make a d d i t i o n a l  amounts



a v a i l a b l e  f o r  f u r t h e r  mortgage lo an  
p u r c h a s e s .  In a d d i t i o n ,  th e  c o r p o r a t i o n  would 
be a u th o r iz e d  t o  i s s u e  bonds t o  p ro v id e  
f u r t h e r  amounts f o r  th e  s p e c i a l  mortgage 
pu rch a se  program .
2 .  I n t e r e s t  R edu c t ion  Fund. The i n t e r e s t  
r e d u c t i o n  fund would p r o v id e  f o r  reduced  
i n t e r e s t  r a t e s  t o  b o r r ow e rs . T h is  would be 
accom p lish ed  th rough  an a p p r o p r ia t i o n  t o  fund  
th e  i n t e r e s t  r e d u c t io n  f o r  bo rrow ers  on 
mortgage lo an s  t h a t  a re  pu rch a sed  by AHFC 
under i t s  s p e c i a l  mortgage p u rch ase  program . 
The c o r p o r a t i o n  would f i x  th e  amount o f  th e  
i n t e r e s t  r e d u c t io n  f o r  ea ch  m ortgage , a t  a 
r a t e  t h a t  would p rov id e  n ine and o n e -q u a r t e r  
pe r  c e n t  mortgage loan s  t o  s t a t e  v e te ra n s  and 
n ine  and o n e -h a l f  p e r  c e n t  mortgage lo an s  t o  
o t h e r  b o rrow e rs .
The i n t e r e s t  r e d u c t io n  fund would be 
c a p i t a l i z e d  each  y ea r  by d i r e c t  l e g i s l a t i v e  
a p p r o p r i a t i o n  t o  cove r  th e  amount n e ce s sa ry  t o  
p ro v id e  th e  i n t e r e s t  r e d u c t io n s  f o r  a l l  
mortgage lo an s  pu rchased  du r in g  th e  f i s c a l  
y e a r  o f  th e  a p p r o p r ia t i o n .  When th e  
c o r p o r a t i o n  determ ines th e  amount o f  th e  
r e d u c t i o n  f o r  any p a r t i c u l a r  lo a n ,  th e  
c o r p o r a t i o n  would then  in v e s t  th e  t o t a l  amount 
o f  th e  i n t e r e s t  r e d u c t io n  c a l c u l a t e d  ov e r  th e  
term o f  th e  loan  in  inves tm en ts , t o  th e  e x ten t  
a v a i l a b l e ,  t o  p rov id e  th e  a d d i t i o n a l  fund ing  
which , a long  w ith  th e  amount a p p r o p r ia t e d  by 
th e  l e g i s l a t u r e ,  would be s u f f i c i e n t  t o  pay 
th e  amount o f  th e  i n t e r e s t  r e d u c t io n  ov e r  th e  
term o f  th e  lo a n .  The i n t e r e s t  r e d u c t io n  i s  
made a c o n t r a c t u a l  o b l i g a t i o n  o f  th e  fund, 
w ith  th e  a c t u a l  amount o f  th e  r e d u c t io n  s t a t e d  
as an increment o f  i n t e r e s t  p ayab le  on th e  
mortgage n o te .
3 . S p e c i a l  Mortgage In surance  Fund. A new 
in su ran ce  fund i s  a l s o  e s t a b l i s h e d  in  t h i s  
b i l l .  T h is  w i l l  p ro v id e  a d d i t i o n a l  gua ran tees  
t o  p r o s p e c t iv e  p u rch a se rs  o f  t a x a b le  bonds 
i s s u e d  by th e  c o r p o r a t i o n  so  t h a t  i f  th e se  
bonds a re  i s s u e d ,  they  c o u ld  be marketed a t  
c om p e t i t iv e  r a t e s



F in a l l y ,  th e  b i l l  would change th e  membership o f  
th e  c o r p o r a t i o n ' s  b o a rd  o f  d i r e c t o r s .  Under th e  
p rop osed  amendment, th e  board, would be composed 
on ly  o f  th e  comm issioners o f  th e  Departments o f  
Commerce and Economic Development, A d m in is t r a t io n ,  
and Revenue.
An a p p r o p r i a t i o n  b i l l  t o  fund th e  programs 
e s t a b l i s h e d  in  t h i s  b i l l  w i l l  be t r a n sm it t e d  t o  you 
s e p a r a t e ly  and a t  a l a t e r  d a te .

S in c e r e ly
- s / j s . ’t l r

Jay S . Hammond
Governor
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FISCAL NOTE

I. REQUEST
Bill/Resolution N o . . ____________________________________
Title A n  Act to est a b l i s h  a Special Mortgage Purchase Program, a M o r tgage Interest Reduc- 

tion Fund a nd a H o u s i n g  Mortgage Insurance Fund: and p r o v i d i n g Date February 1. 1980 
for an effective date.

Requested by: Governor

II. FISCAL DETAIL
Agency Affected D e p a rtment of R e v e n u e _________________________________________ ____________________ _

Program Category Affected Revenue Collection & Management______________________________________

BRU, Program, or Subprogram(s) Affected Treasury Management

(Note: If morr than one budget component is affected, separate line-item amounts and funding for each 
component in the analysis section.) /

EXPENDITURES (Thousands o f  Dollars)

FY 80 . FY 81 FY 82 FY 83 FY 84 FY 85
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL '
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC. 2 0 0 .0 0 0 .0
700 GRANTS (Rate Subsidy') 62,3.54.0 6 7 .3 5 4 .0 6 7 .3 5 4 .0 6 7 .3 5 4 .0 6 7 ,3 5 4 .0 .

TOTAL
267.354.0 67.354.0 67.354.0 67.354.0 67.354.0

FUNDING (Thousands o f  Dollars)

GENERAL FUND 2 6 7 ,3 5 4 .0 6 7 ,3 5 4 .0 6 7 .3 5 4 .0 6 7 .3 5 4 .0 6 7 .3 5 4 .0
FEDERAL FUNDS
OTHER (Specify Fund Source) .

POSITIONS

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

The initial $200,000,000 appropriated wo u l d  be used to m a k e  mort g a g e s  at the 

specified rates. In order to regain capital invested, GNMA type pool certifi­

cates wc u l d  be issued. In effect, the market would require a $67,354,000 d i s­

count so that investors could earn the market .rate of interest. A  subsidy in 

the amount of the discount wo u l d  be n e cessary to replenish funds to the original 

$200,000,000 level so that new loans could be made.

See attached Assumptions.

IV. DATF. February 1 , 1980

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named)

PREPARED BY  Anselm-G.—S t a a r k 3 T rp ag n ry  Pn^np^rn^1pr
AGENCY .D e p artmen t— o f— R c v a n u q.,■■Tro a s u g y -D ivi.sioa----------
PHONE 465-2351___________________

33-001  (Rev. 12/79)



FISCAL NOTE

Bill/Resolutior N o . :

T i t l e : An Act to est a b l i s h  a Special Mortgage Purchase Program, a Mort g a g e  

Interest Reduction Fund and a Housing Mort g a g e  Insurance Fund; and providing 
for an effective date.

Requested b y : Gove r n o r

A s s u m p t i o n s :

Rate: 9-1/2% r e g ular rate to borrower, 9-1/4% to Veterans.

Costs: 3/8% service fee, 1/8% other costs; net. .eld therefor 

9% regular, 8-3/4% Veterans.

Term: 25 years.

Composition: 90% regular mortgages, 10% Veterans.

Market: 13-1/2% required to sell in GNM A  type pool.

Effective Date: Jul y  1, 1980.

Mortgage Level: $200,000,000 per year.

Prepared i y : A n s e l m  C. Staack, Trea s u r y  Comptroller

A g e n c y : Department of Revenue, Treasury Division

P h o n e : 465-2351

Date: February 1, 1980
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Bv THE RULES COMMITTEE BY 
' -REQUEST' OF THE' GOVEMOR '

A L A S K A  S T A T E  L E G I S L A T U R E

"An A c t  r e l a t i n g  t o  th e  A la sk a  
Housing F inance C o rp o ra t io n ;  
e s t a b l i s h in g  a S p e c i a l  Mortgage 
Purchase  Program , a Mortgage  
I n t e r e s t  R educt ion  Fund, and a 
Housing In su rance  Fund; and 
p ro v id in g  f o r  an e f f e c t i v e  d a te

Introduced in the Senate ... 19...
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Yeas Yeas
Nays Nays
Absent Absent
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Reconsideration
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Nays Nays
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Reported correctly engrossed 
Signed by President 
Sent to House
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Introduced: 2/4/80
Referred: Commerce and

Finance

BY THE RULES COMM I T T E E  BY 
IN THE SENATE REQUEST OF THE G O V E R N O R

SENATE BILL NO. 384 

IN T HE L E G I S LATURE OF T HE STATE OF A L A S K A  

ELEV E N T H  LE G I S L A T U R E  - SECOND SESSION 

A  BILL

For an A ct entitled: "An Act r e l a t i n g  to the A l a s k a  Housing F i n ance C o r­

poration; e s t a b l i s h i n g  a Special M o r t g a g e  P u r c h a s e  

Program, a M o r t g a g e  Interest Reduction Fund, and a 

H o u sing Insurance Fund; and providing for an e f f e c­

tive date."

BE IT E N A C T E D  BY THE L E G I S LATURE OF THE STATE OF ALASKA:

* S e c tion 1. FINDINGS. (a) The legislature finds that the A l a s k a  

H o u s i n g  Finance C o r p o r a t i o n  p r o g r a m  of financing the purc h a s e  of r e s i d e n t i a l  

m o r t g a g e  loans is in jeopardy because of legislation p e n d i n g  in the U n i t e d  

States Congress w h i c h  w o u l d  deny tax e x emption to bonds issued by the 

c o r p o ration to provide funds for p u r c h a s i n g  the m o r t g a g e  loans. In addition 

e x tremely hig h  interest rates ha v e  a d versely affected the ability of persons 

not eligible for the corporation's programs to secure m o r t g a g e  loans from 

conventional lending sources to purchase residential housing. T he c o n­

tinuance of the residential mort g a g e  purc h a s e  p r o g r a m  of the corporation 

and of residential mortgage lending activities of other mortgage lenders 

and the r e duction of mort g a g e  interest rates are essential to help assure a 

supply of housing for home purchasers in the state.

(b) The legislature further finds that establishment of a special 

m o r t g a g e  purchase program authorizing the creation, purchase, and sale of 

m o r t g a g e  participations, a m o r t g a g e  interest reduction fund providing for 

r e d u c e d  interest rates on home mortgages, and a special h o u sing m o r t g a g e  

insurance p r o g r a m  providing for insurance of home mortgages p u rchased by 

the corporation wi l l  assist the A l a s k a  Housing Finance Corporation and
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p r i v a t e  m o r t g a g e  lenders to continue to finance the purchase of residential 

m o r t g a g e  loans and enable Alaskans to achieve h o m e  ownership at affordable 

m o r t g a g e  interest rates even if the ability of the corporation to issue tax 

exempt o b l i g ations is ultimately with d r a w n  by the United States Congress 

a n d  m o r t g a g e  interest rates continue at the present levels, w h i c h  are n o w  

h i g h e r  than they have ever been in recent economic history.

* Sec. 2. AS 18.56.030(a) is amended to read:

(a) The corporation shall be governed by a board of directors.

The b o a r d  of directors the corporation consists of the commissioner 

o f  the Department of Commerce and Economic D e v e l o p m e n t , the commissioner 

of  the Department of Revenue, and the commissioner of the Department

of A d m i n i s t r a t i o n  [AND SIX MEMBERS A P POINTED BY THE G O V E R N O R ] . If a

m e m b e r  o f  the bo a r d  is absent or otherwise unable to act, he m ay 

d e s i g n a t e  an employee in his department to act as a m e m b e r  of the 

b o a r d  in his place.

*  Sec. 3. AS 18.56.030 is amended by adding a n e w  subsection to read:

(e) The commissioner of the Department of Commerce and Economic

D e v e l o p m e n t  is the chairman of the board and the commissioner of the 

D e p a r t m e n t  of Revenue is the secretary. A  m a j o r i t y  of the members of 

the b o a r d  constitutes a quorum.

* Sec. A. AS 18.56 is amended by adding n e w  sections to read:

Sec. 18.56.097. MORT G A G E  INTEREST REDUCTION FUND AND SPECIAL 

M O R T G A G E  PURC H A S E  PROGRAM. (a) There is established in the c o r p o r a­

tion the "mortgage interest reduction fund." The fund must be c o m­

ple t e l y  segregated from all other funds of the corporation, and is a 

trust fund for the uses and purposes of this section. Money may be 

paid into and out of the fund only as provided in thi6 section.

(b) The purpose of the fund is to provide for interest rate

red u c t i o n s  to mortgagors on mortgage loans ma d e  under the special
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m o r t g a g e  purchase p r o g r a m  cf the corporation. U n d e r  the special 

m o r t g a g e  purchase program, the corpor a t i o n  m a y  purchase any h o u s i n g  

m o r t g a g e  loan, including a h o u s i n g  m o r t g a g e  loan for a m o b i l e  home, 

a nd any other h o u sing m o r t g a g e  loan for a s i n g le-family r esidence or 

an o w n e r - occupied duplex w h i c h  does not e xceed the limitations on 

mo r t g a g e  loans purc h a s e d  by the Federal National M o r t g a g e  A s s o c i a t i o n  

as to principal amount and loan-to-value ratio and w h i c h  meets prudent 

l e n ding criteria. The corpor a t i o n  m a y  purchase, sell, hold, or o t h e r­

wi s e  deal in any mortgage loan p u r c h a s e d  as part of its special m o r t­

gage purchase program. In this section and in AS 18.56.098, "mortgage 

loan" includes a beneficial interest or p a r t i c i p a t i o n  in a m o r t g a g e  

loan. In connection w i t h  the purc h a s e  or sale of a b e n e ficial interest 

or parti c i p a t i o n  in mortgage l o a n s , the c o r p o r a t i o n  m a y  enter into a 

crust agreement providing for the custody, control, and admi n i s t r a t i o n  

of the mort g a g e  loar.s. The trust agreement m a y  provide that the c o r­

pora t i o n  or any ban k  or trust company act as trustor or trustee under 

the trust and that title to the m o r t g a g e  loans be considered to have 

pa s s e d  as provided in the trust agreement. To the extent p r o v i d e d  in 

the trust agreement, the effect of sale of ben e f i c i a l  interests or 

pa r t i c ipations is the same as the sale o f  the m o r t g a g e  loans subject 

to the trust. The corporation m a y  adopt r egulations prohibiting, 

limiting, or setting conditions on the right to assume a mort g a g e  loan 

m a d e  as part of the special m o r t g a g e  purchase program.

(c) The corporation shall fix from time to time an interest rate 

r e d u c t i o n  for mortgages p u rchased as part of its special mortgage 

purchase p r o g r a m  in an amount such that the interest rate to a state 

v e t e r a n  does not exceed nine and o n e - q u a r t e r  per cent a year and the 

interest rate to any other b o r r o w e r  does not exceed nine and o n e - h a l f  

per cent a year, or another amount or percentage the legislature m ay
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establish. T he interest rate reduction fund m a y  be funded only from 

a p propriations by the legislature. In this section, "state v e t e r a n” 

means a v e t e r a n  eligible for a loan un d e r  AS 26.15.

(d) W h e n  the corporation determines the amount of the appropriate 

interest redu c t i o n  on a mortgage loan w h i c h  it has committed to 

p urc h a s e  as part of its special mortgage purc h a s e  program, it shall 

calc u l a t e  the total amount of the interest r eduction pay; . le over the 

sche d u l e d  term of the m o r t g a g e  loan, together w i t h  the total amount of 

s e rvicing fees and administrative expenses estimated to be payable 

o ver the term of the mortgage loan. To the extent investments are 

available, the corporation shall invest an amount hel d  in the fund in 

investments earning interest or yiel d i n g  amount payable at the times 

and in the amounts which together w i t h  t-he principal of the investments 

a nd cash held wil l  be sufficient to pay the interest r e duction and 

expenses as they become due. The corporation shall set aside the 

investments and cash held irrevocably in trust or otherwise for the 

p u r pose of paying the interest reduction and expenses. The statement 

of the c o r p o ration on the mortgage note that the amount of the interest 

r ed u c t i o n  is payable from the fund constitutes the obligation of the 

c orpor a t i o n  to pay that amount from the fund according to the terms of 

the statement, and is conclusive evidence that the amount of the 

interest r eduction is so payable. Interest reductions m a y  be pa i d  

only fr o m  the fund. In this subsection, "expenses" means servicing 

fees and administrative expenses.

(f) The corporation may enter into agreements as to the use of 

m o n e y  in the fund, including, without limitation, trust or custody 

agreements w i t h  banks or trust companies and m a y  pledge, assign, or 

grant an agreement, an interest under an agreement, or an interest in 

the interest reduction fund to provide for timely payments of the
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a m o unts of the interest r e duction and expenses and as m a y  be n e cessary 

or appropriate to provide for the payment of a n d  security for bonds of 

the corporation.

Sec. 18.56.098. INSURANCE, (a) There is established in the 

c o r p o r a t i o n  the "housing insurance fund." The fund must be completely 

se g r e g a t e d  from all other funds of the corporation, and is a trust 

f u n d  for the uses and purposes of this section. M o n e y  m a y  be paid 

into a nd out of the housing insurance fund only as provided in this 

section. The corporation m a y  enter into agreements as to the use of 

mo n e y  in the h o u sing insurance fund, agreements w i t h  respect to the 

terms a n d  conditions upo n  w h i c h  payments fro m  the h o u sing insurance 

f u n d  m u s t  be made to the c orporation w i t h  respect to mortgage loans 

insured under this section, a nd agreements r egarding the payment of 

a n d  security for bonds of the corporation. The corporation m ay pledge, 

assign, or grant other interests in the h o u s i n g  insurance fund as m ay 

be n e c e s s a r y  or appropriate in connection w i t h  the insurance of m o r t­

gage loans and to provide for the p a y ment of and security for bonds of 

the corporation.

(b) In addition to any other fees and charges w h i c h  the c o r p o r a­

tion m a y  charge on mortgage l o a n s , the corporation m a y  collect or 

cause to be collected on all mortg a g e  loans insured •under this section 

either a h o u sing loan insurance commitment fee or a housing loan 

i n surance p r e mium or both. The h o u sing loan insurance commitment fees 

and h o u s i n g  loan insurance premiums w h e n  received must be deposited in 

the h o u s i n g  insurance fund b y  the corporation, or by the mort g a g e  loan 

servicer, trustee, or agent d e s ignated b y  the corporation to receive 

them.

(c) A  m o r t g a g e  loan p u rchased by the corporation as part of its 

special mortgage purchase program, including a housing m o r t g a g e  loan
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for a m o b i l e  home, and any other housing m o r t g a g e  loan for a s i n g l e­

family r esidence or an owner-occupied duplex w h i c h  does not e x ceed the 

limitations on m o r t g a g e  loans p u r c h a s e d  b y  the Federal National M o r t­

gage A s s o c i a t i o n  as to principal amount and loan-to-value ratio and 

w h i c h  meets prudent lending criteria, m a y  be insured b y  the housing 

insurance fund. The endorsement of the c orporation on the m o r t g a g e  

that it is insured under this section at the time of purchase or 

ac q u i s i t i o n  of the mortgage loan is conclusive evidence that the 

m o r t g a g e  loan is insured under the provisions of this section.

(d) M o r t g a g e  loans m a y  be insured only w h e n  the amount in the 

h o u s i n g  insurance fund as a percentage of the s um of all mortgage 

loans to be insured and all u npaid p r incipal on mortgage loans insured 

b y  the corporation equals or exceeds the fund requirement. The fund 

r equirement is calculated as a percentage of the u npaid principal 

b a l a n c e  of the m o r t g a g e  loan3 insured w h i c h  the corporation determines 

is a c t u a rially sound for o p eration of the h o u s i n g  insurance fund.

(e) Wh e n  the corporation determines w h a t  is "actuarially sound" 

w i t h  respect to the operation of the h o u sing insurance fund, it shall 

consider means of providing sufficient revenues for the o p eration of 

the fund, w i t h o u t  regard to amounts w h i c h  m a y  ha v e  been or may, after 

the date of determination of actuarial soundness, be approp r i a t e d  

un d e r  (f) of this section and it shall consider factors w h i c h  must 

include, without limitation, estimates of future defaults and losses 

on m o r t g a g e  loans insured under this section based on actual default 

and loss experience on those mortgage loans or on similar mort g a g e  

loans in A l a s k a  or elsewhere, estimates of recoveries on defaulted or 

foreclosed m o r t g a g e  loans based on that experience, the terms and 

conditions of the mortgage loans insured un d e r  this section, estimates 

o f  earnings and income of amounts on deposit in the h o u s i n g  i .urance
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fund, and other appropriate factors.

(f) On Decem b e r  1 of each year, the corporation shall ascertain 

the amount on deposit in the h o u sing insurance fund. If the amount in 

the h o u s i n g  insurance fund is less than the fund requirement, the 

corpor a t i o n  shall transfer the amount n e cessary to restore the h o u sing 

i nsurance fund from any available funds w h i c h  are not encumbered or 

r e s t ricted for other use u n d e r  the terms of contracts wit h  bondholders 

or others. If the amount in the fund is less than the fund r e q u i r e­

ment, the corporation shall, no later than January 2 of the following 

year, certify in w r i ting to the governor and to the legislature the 

amount, if any, required to restore the fund to the fund requirement. 

The legislature may appropriate the amount and the corporation shall 

deposit in the fund all amounts appropriated during the then current 

state fiscal year. N o t h i n g  in this subsection creates a debt or 

liability of the state.

(g) In this section:

(1) "housing loan insurance commitment fee" means a fee of 

such per cent of the principal amount of a mortgage loan to be insured 

under this section as the corporation determines is actuarially sound 

for the operation of the h o u s i n g  insurance fund;

(2) "housing loan insurance premium" means an annua.i i n s u r­

ance p r e m i u m  of such per cent of the portion of the u n paid principal 

amount of a mort g a g e  insured under this section as the corporation 

determines is actuarially sound for the operation of the housing 

insurance fund.

* Sec. 5. AS 18.56.030(b) and (c) are repealed.

*  Sec. 6. This A ct takes effect immediately in accordance w i t h  AS 01.- 

10.070(c).
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Effective Date: July 1, 1980.

Mortg a g e  Level: $ 2 00,000,000 per year.
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O rig in a l sponsor: Rules/Governor
Offered: 4/16/80
Referred: Finance

IN THE SENATE BY THE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 384 

IN THE LEGISLATURE OF T HE STATE OF A LASKA 

ELEVENTH L EGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to the Alaska Housing Finance C o r­

poration; establishing a special mortgage purchase 

program, a mortgage interest reduction fund, and a 

h o u sing insurance fund; and providing for an effective 

d a t e . "

BE [T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. FINDINGS. (a) The legislature finds that the Alaska Housinp 

Finance Corporation program of financing the purchase of residential mortgage 

loans is in jeopardy because of legislation pending in the United States 

Congress which would deny tax exemption to bonds issued by the corporation to 

provide money for purchasing the mortgage loans. In addition, extremely high 

interest rates have adversely affected the ability of persons not eligible 

for the corporation's programs to secure mortgage loans from conventional 

lending sources to purchase residential housing. The continuance of the 

residential mortgage purchase program of the corporation and of residential 

mortgage lending activities of other mortgage lenders and the reduction of 

m ortgage interest rates are essential to help assure a supply of housing for 

ijme purchasers in the state.

(b) The legislature further finds that establishment of a special 

mortgage purchase program authorizing the creation, purchase, and sale of 

mortgage participations, a mortgage interest reduction fund providing for

reduced interest rates on home mortgages, and a special housing mortgage 

insurance program providing for insurance of home mortgages purchased by the 

corporation will assist the Alaska Housing Finance Corporation and private
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mortg a g e  lenders to continue to finance the purchase of residential mortgage 

loans and enable Alaskans to achieve home ownership at affordable mortgage 

interest rates even if the ability of the corporation to issue tax exempt 

obligations is ultimately withdrawn by the United States Congress and 

mortgage interest rates continue at the present levels, which are now higher 

than they have ever been in recent economic history.

* Se . 2. AS 18.56.030(a) is amended to read:

(a ) The corporation shaLl be governed by a hoard of directors. The 

board of directors of the corporation consists of the commissioner of 

the Department of Commerce and F.conomic Development and the commissioner 

of the Department of Revenue, serving as ex officio members, and three 

public [SIX] members appointed by the governor. If an ex officio member 

of the hoard is absent or otherwise unable to act, he may designate an 

employee in his department to act as a member of the board in his place.

* Sec. 3, AS 18.56.030 is amended by adding a new subsection to read:

(e) The commissioner of the Department of Commerce and F.conomic 

Development is the chairman of the board and the commissioner of the 

Department of kevenue is the secretary. A majority of the members of 

the board constitutes a quorum.

* Sec. A. AS 1.8.56 is amended by adding new sections to read:

Sec. 18,56.097. MORTGAGE INTEREST REDUCTION FUND AND SPECIAL

MORT G A G E  PURCHASE PROGRAM. (a) There is established in the corporation 

the mortgage interest reduction fund. The mortgage interest reduction 

fund must be completely segregated from other funds of the corporation, 

and is a trust fund for the uses and purposes of this section. Money 

m ay be paid into and out of the mortgage interest reduction fund only as 

provided in this section.

(b) T h e  p u r p o s e  o f  t h e  m o r t g a g e  i n t e r e s t  r e d u c t i o n  f u n d  is to 

p r o v i d e  for i n t e r e s t  r a t e  r e d u c t i o n s  to m o r t g a g o r s  on  m o r t g a g e  l o a n s
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made under the special mortgage purchase program of the corporation. 

Under the special mortgage purchase program, the corporation may p u r­

chase a housing mortgage loan, including a h o u sing mortgage loan for a 

mobile home, and any other housing mortgage loan for a single-family 

dwelling or an owner-occupied duplex which does not exceed the l i m i t a­

tions on mortgage loans purchased by the Federal National Mortgage 

A ssociation as to principal amount and loan-to-value ratio and which 

meets prudent lending criteria. Under the special mortgage purchase 

program, the corporation may purchase housing mortgage loans issued for 

the purpose of refinancing existing housing mortgage loans only to the 

extent that the amount refinanced does not exceed the loan balance, 

subject to the a v ailability of money. The corporation may make w e e k l y  

forward commitments to purchase certain amounts of mortgage loans at a 

yield rate determined by the corporation which will allow fair s e r­

vicing fees and administrative expenses to the originator of the loan. 

The mortgage loans which the corporation commits to purchase shall 

meet prudent lending criteria as set out in regulations adopted by the 

corporation. The corporation may purchase, sell, hold, or otherwise 

deal in a mortgage loan purchased as part of its special mortgage p u r­

chase program. Tn connection with the purchase or sale of a beneficial 

interest or participation in mortgage loans, the corporation may 

enter into a trust agreement providing for the custody, control, and 

administration of the mortgage loans. The trust agreement may provide 

that the corporation or an insured savings and loan association, credit 

union, bank or trust company act as trustor or trustee under the trust 

and that title to the mortgage loans be considered to have passed as

provided in the trust agreement. To the extent provided in the trust 

agreement, the effect of sale of beneficial interests or participations

is the same as the sale of the mortgage loans subject to the trust. The
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corporation may adopt regulations prohibiting, limiting, or setting 

conditions on the right to assume a mortgage loan made as part of the 

special mortgage purchase program.

(c) The corporation shall establish and amend, as necessary, an 

interest rate reduction for mortgages purchased as part of its special 

mortgage purchase program to prevent the interest rate to the borrower 

from exceeding nine and one-half percent a year. The mort g a g e  interest 

reduction fund may be financed only from appropriations by the l e g i s l a­

ture .

(d) In determing the amount of the a ppropriate interest reduction 

on a mortgage loan which it has committed to purchase as part of its 

special mortgage purchase program, the corporation shall calculate the 

total amount of the interest reduction payable over the s cheduled term 

of the mortgage loan, together with the total amount of s ervicing fees 

and administrative expenses e s timated to be payable over the term of the 

mortgage loan. To the extent investments are available, the c orporation 

shall invest an amount held in the mortgage interest reduction fund in 

investments earning interest or yielding amounts payable at the times 

and in the amounts which, together with the principal of the. investments 

and cash held, wilJ be sufficient to pay the interest r e d u c t i o n  and 

expenses as they become due. The corporation shall set aside the 

investments and cash held i rrevocably in trust or otherwise for the 

purpose of paying the interest reduction and expenses. The statement of 

the corporation on the mortgage note that the amount of the interest 

reduction is payable from the mortgage interest reduction fund c o n­

stitutes the obligation of the corporation to pay that amount from the

mortgage interest reduction fund according to the terms of the s t a t e­

ment, and is conclusive evidence that the amount of the interest 

reduction is so payable. Interest reductions may be paid only from the

-4- CSSI1 384
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mortgage interest reduction fund. In this subsection, "expenses" means 

servicing fees and a dministrative expenses.

(e) The co r p o r a t i o n  may enter into agreements as to the use of 

money in the mortgage interest reduction fund, including, without l i m i t a­

tion, trust or custody agreements with insured banks, insured savings 

and loan associations, insured credit unions, or insured trust companies 

and may pledge, assign, or grant an agreement, an interest under an 

agreement, or an interest in the mortgage interest reduction fund to 

provide for timely payments of the amounts of the interest reduction and 

expenses and as may be necessary or appropriate to provide for the 

payment of and security for bonds of the corporation.

(f) In this section and in AS 18.56.098, "mortgage loan" includes 

a beneficial interest oi participation in a mortgage loan.

Sec. 18.56.098. INSURANCE. (a) There is established in the 

corporation the housing insurance fund. The housing insurance fund must 

be completely segregated from all other funds of the corporation, and is 

a trust fund for the uses and purposes of this section. Money may be 

paid into and out of the housing insurance fund only as provided in this 

section. The c orporation may enter into agreements as to the use of 

money in the housing insurance fund, agreements with respect to the 

terms and conditions upon which payments from the housing insurance fund 

must be made to the corporation with respect to mortgage loans insured 

under this section, and agreements regarding the payment of and security 

for bonds of the corporation. The corporation may pledge, assign, or 

grant other interests in the housing insurance fund as may he necessary 

or appropriate in connection with the insurance of mortgage loans and to

provide for the payment of and security for bonds of the corporation.

(b) In addition to other fees and charges which the corporation 

may charge on mortgage loans, the corporation may collect or cause to he

-5- CSS 15 384
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collected on all mortgage loans insured under this section either a 

h ousing loan insurance commitment fee or a housing loan insurance 

premium or both. The housing loan insurance commitment fees and housing 

loan insurance premiums when received shall be deposited in the h o u sing 

insurance fund by the corporation, or by the mortgage loan servicer, 

trustee, or agent designated by the corporation to receive them.

(c) A mortgage loan purchased by the corporation as part of its 

special mortgage purchase program, including a housing mort g a g e  loan for 

a mobile home and a refinanced h o u sing mortgage loan may be insured by 

the housing insurance fund. The endorsement of the corporation on the 

mortgage that it is insured under this section at the time of purchase 

or acquisition of the mortgage loan is conclusive evidence that the 

mortgage loan is insured under the provisions of this section.

(d) Mortgage loans may be insured only when the amount in the

housing insurance fund an a percentage of the sum of all mortgage loans 

to be Insured and all unpaid principal on mortgage loans insured by the 

corporation equals or exceeds the fund requirement. The fund r e q u i r e­

ment is calculated as a pe entage of the unpaid principal balance of

the mortgage loans insured which the corporation determines is a c t u a r i­

ally sound for operation of the housing insurance fund.

(e) In determining actuarial soundness with respect to the o p e r a­

tion of the housing insurance fund, the c orporation shall consider means 

of providing sufficient revenues for the operation o.t the housing in s u r­

ance fund, without regard to amounts which may have been or may, after 

the date of determination of actuarial soundness, be appropriated under

(f) of this section, and the corporation shall consider estimates of 

future defaults and losses on mortgage loans insured under this section 

based on actual default and loss experience on those mortgage loans or 

on similar mortgage loans in Alaska or elsewhere, estimates of recover-

-6- CSSB 384
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ies on defaulted or foreclosed mortgage loans based on actual recovery 

experience on those mortgage loans or on similar mortgage loans in 

Alaska or elsewhere, the terms and conditions of the mortgage loans 

insured under this section, estimates of earnings and income of amounts 

on deposit in the housing insurance fund, and other appropriate factors.

(f) On December 1 of each year, the corporation shall ascertain 

the amount on deposit in the housing insurance fund. If the amount in 

the housing insurance fund is less than the fund requirement, the c o r­

poration shall transfer the amount necessary to restore the housing 

insurance fund from available money which is not encumbered or r e ­

stricted for other use under the terms of contracts with bondholders or 

others. If the amount in the housing insurance fund is less than the 

fund requirement, the corporation shall, no later than January 2 of the 

following year, certify in writing to the governor and to the legis­

lature the amount, if any, required to restore the fund to the fund 

requirement. The legislature may appropriate the amount and the 

corporation shall deposit the amounts appropriated during the then 

current state fiscal year in the housing Insurance fund. Nothing in 

this subsection creates a debt or liability of the state.

(g) In this section:

(1) "housing loan insurance commitment fee" means a fee 

stated as a percentage of the principal amount of a mortgage loan to be 

insured under this section determined by the corporation to be a c t u a r i­

ally sound for the operation of the housing insurance fund;

(2) "housing loan insurance premium" means an annual in s u r­

ance premium stated as a percentage of the portion of the unpaid p r i n c i­

pal amount of a mortgage Insured under this section determined by the 

corporation to be actuarially sound for the operation of the housing 

insurance fund.
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T h e  H o n o r a b l e  C l e m  T i l l i o n  

P r e s i d e n t  o f  t h e  S e n a t e  
A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  M r .  P r e s i d e n t :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  Ill, sec. 18, o f  t h e  
A l a s k a  C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  t o  
e s t a b l i s h  a  s p e c i a l  m o r t g a g e  p u r c h a s e  p r o g r a m ,  a n  
i n t e r e s t  r e d u c t i o n  f u n d ,  a n d  a s p e c i a l  h o u s i n g  
m o r t g a g e  i n s u r a n c e  f u nd, t o  b e  a d m i n i s t e r e d  b y  t h e  
A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n .  A  m o r e  
d e t a i l e d  d e s c r i p t i o n  o f  t h e s e  p r o g r a m s  is a s  

f o l l o w s :

1. S p e c i a l  M o r t g a g e  P u r c h a s e  P r o g r a m . T h e  

.special m o r t g a g e  p u r c h a s e  p r o g r a m  p e r m i t s  
A H F C  t o  p u r c h a s e  c e r t a i n  r e s i d e n t i a l  m o r t g a g e  
l o a n s .  T h e  l i m i t a t i o n s  o n  l o a n s  t o  b e  
p u r c h a s e d  w o u l d  b e  t h e  s a m e  l i m i t a t i o n s  

p r e s c r i b e d  b y  t h e  F e d e r a l  N a t i o n a l  M o r t g a g e  
A s s o c i a t i o n  f o r  l o a n s  p u r c h a s e d  b y  t h a t  
a g e n c y .  A t  t h e  p r e s e n t  t i m e  t h o s e  l i m i t a t i o n s  
w o u l d  p e r m i t  t h e  p u r c h a s e  o f  a s i n g l e - f a m i l y  
h o m e  m o r t g a g e  u p  t o  $ 1 1 2 , 5 0 0  w i t h  a f i v e  p e r  
c e n t  d o w n  p a y m e n t  a n d  u p  t o  $ 1 4 0 , 6 2 5  w i t h  a 1 0  

p e r  c e n t  d o w n  p a y m e n t .  T h e y  w o u l d  a l s o  p e r m i t  
t h e  p u r c h a s e  o f  l o a n s  f o r  o w n e r - o c c u p i e d  

d u p l e x e s  u p  t o  $ 1 5 0 , 0 0 0  w i t h  a 1 0  p e r  c e n t  
d o w n  p a y m e n t .  T h e  p u r c h a s e s  b y  A H F C  u n d e r  
t h i s  b i l l  w o u l d  b e  f u n d e d  b y  a n  a n n u a l  
a p p r o p r i a t i o n .  T h e  c o r p o r a t i o n  c o u l d  c r e a t e  a 
p o o l  o f  s u c h  m o r t g a g e s  a n d  s e l l  p a r t i c i p a t i o n s  
i n  t h e  p o o l .  S a l e s  o f  t h e  m o r t g a g e s  o r  
p a r t i c i p a t i o n s  w o u l d  m a k e  a d d i t i o n a l  a m o u n t s



a v a i l a b le  f o r  f u r t h e r  m ortgage lo a n  
p u r c h a s e s . In  a d d i t io n , th e  c o r p o r a t io n  would  
be a u th o r iz e d  t o  is s u e  bonds t o  p ro v id e  
f u r t h e r  amounts f o r  th e  s p e c ia l  m ortgage  
p u rch a se  program .
2 . I n t e r e s t  R ed u c tion  Fund. The i n t e r e s t  
r e d u c t io n  fund would p ro v id e  f o r  redu ced  
i n t e r e s t  r a t e s  t o  b o rrow e rs . T h is  would be 
accom p lish ed  th rou gh  an a p p r o p r ia t io n  t o  fund  
th e  in t e r e s t  r e d u c t io n  f o r  b o rrow ers  on 
m ortgage lo a n s  t h a t  a re  p u rch a sed  by AHFC 
under i t s  s p e c ia l  m ortgage p u rch a se  p rog ram . 
The c o r p o r a t io n  would f i x  th e  amount o f  th e  
i n t e r e s t  r e d u c t io n  f o r  each  m ortgage , a t  a 
r a t e  t h a t  w ould p ro v id e  n in e and o n e -q u a r te r  
p e r  c e n t  m ortgage lo a n s  t o  s t a t e  v e te ra n s  and 
n in e  and o n e -h a l f  p e r  c e n t  m ortgage lo a n s  t o  
o th e r  b o rrow e rs .
The in t e r e s t  r e d u c t io n  fund would be 
c a p i t a l i z e d  each  y e a r  by d i r e c t  l e g i s l a t i v e  
a p p r o p r ia t io n  t o  c o v e r  th e  amount n e c e s s a ry  t o  
p ro v id e  th e  i n t e r e s t  r e d u c t io n s  f o r  a l l  
m ortgage lo a n s  p u rch ased  d u r in g  th e  f i s c a l  
y e a r  o f  th e  a p p r o p r ia t io n . When th e  
c o r p o r a t io n  de te rm in es th e  amount o f  th e  
r e d u c t io n  f o r  any p a r t i c u l a r  lo a n , th e  
c o r p o r a t io n  would th en  in v e s t  th e  t o t a l  amount 
o f  th e  in t e r e s t  r e d u c t io n  c a l c u l a t e d  ov e r th e  
term  o f  th e  le a n  in  in v es tm en ts , t o  th e  e x te n t  
a v a i l a b l e ,  t o  p ro v id e  th e  a d d i t i o n a l  fun d in g  
w hich , a lon g  w ith  th e  amount a p p r o p r ia t e d  by 
th e  l e g i s l a t u r e ,  would be s u f f i c i e n t  t o  pay 
th e  amount o f  th e  i n t e r e s t  r e d u c t io n  ov e r th e  
term  o f  th e  lo a n . The in t e r e s t  r e d u c t io n  i s  
made a c o n t r a c t u a l  o b l ig a t i o n  o f  th e  fund , 
w ith  th e  a c tu a l  amount o f  th e  r e d u c t io n  s t a t e d  
as an in crem en t o f  i n t e r e s t  p a y ab le  on th e  
m ortgage n o te .
3 .  S p e c ia l  M ortgage In su ran ce  Fund. A new 
in su ran ce  fund i s  a ls o  e s t a b l i s h e d  in  t h i s  
b i l l .  T h is  w i l l  p ro v id e  a d d i t i o n a l  g u a ran te e s  
t o  p r o s p e c t iv e  p u rch a s e rs  o f  t a x a b le  bonds 
is s u e d  by th e  c o r p o r a t io n  so t h a t  i f  th e s e  
bonds a re  is s u e d , th ey  c o u ld  be m arketed  a t  
c o m p e t it iv e  r a t e s .



F in a l ly ,  th e  b i l l  would change th e  membership o f  
th e  c o r p o r a t i o n 's  b o a rd  o f  d i r e c t o r s .  Under th e  
p rop o sed  amendment, th e  b o a rd  w ould be composed 
on ly  o f  th e  com m ission ers o f  th e  D epartm ents o f  
Commerce and Econom ic D evelopm ent, A d m in is t r a t io n , 
and Revenue.
An a p p r o p r ia t io n  b i l l  t o  fund th e  program s 
e s t a b l i s h e d  in  t h i s  b i l l  w i l l  be t r a n sm it t e d  t o  you  
s e p a r a t e ly  and a t  a l a t e r  d a te .

S in c e r e ly

Jay  S . Hammond
G overnor



FISCAL NOTE

I. R E Q U E S T  ( /

Bill/Resolution No. ~>0  ,r   ______________________________________
Title An Act to establish a Special Mortgage Purchase Program, a Mortgage Interest Reduc 
tion Fund and a Housing Mortgage Insurance Fund: and providineDate February 1. 1980 
for an effective date.
Requested by: Governor

II. FI S C A L  D E T A I L
Agency Affected Department of Revenue   .
Program Category Affected Revenue Collection & Management___________________________________
BRU, Program, or Subprogram(s) Affected Treasury Management__________________________ _ _ _ _ _ _ _
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.) /

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  80 .FY 81 F Y  82 F Y  83 F Y  84 F Y  85

J00 P E R S O N A L  S E RVICES
200 T R A V E L
300 C O N T R A C T U A L
400 C O M M O D I T I E S
500 E O U I P M E N T
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  CLAIMS. ETC. 2 0 0 ,0 0 0 . 0

700 GRANTS (Rate Subsidy} 67.354.0 67.354.0 67.354,0 67,354,0. 67,354.0
T O T A L
________________________________________267.354.0 67.354.0 67.354.0 67.354.0 67.354.0

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D 267.354.0 67.354.0 67.354.0 67.354.0 67.354.0
F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)

POSITIONS

F U L L  T I M E
P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

The i n i t i a l  $200,000,000 appropriated w o u l d  be used to m a k e  m o r t g a g e s  at the 

spe c i f i e d  rates. In order to regain capital invested, GN M A  type po o l  c e r t i f i­

cates w o u l d  b e  issued. In effect, the m arket w o u l d  require a $67,35 4 , 0 0 0  d i s­

count so that investors could earn the m arket .rate of interest. A  s u b sidy in 

the a mount of the discount w o u l d  b e  n e c e s s a r y  to r e plenish funds to the o r i g i n a l  

$2 0 0 , 0 0 0 , 0 0 0  level so that n e w  loans could b e  made.

See a t t a c h e d  Assumptions.

IV. D A T E  February 1 , 1980  P R E P A R E D  B Y  — Anselm. G.— SfearWj Trpacury rnmpfrnllpr

A G E N C Y  . Depart-ment. o f-Revenue , Treasury Division------
Original: Legislative Finance P H O N E  465-2351____________________

cc: Budget and Management
Prime Sponsor (First Legislator Named)

33 -001 (Rev. 12/79)



FISCAL NOTE

B i l l/Resolution N o . :

T i t l e : A n  Act to e s t a b l i s h  a S p e cial Mort g a g e  Purchase Program, a M o r t g a g e  

Interest Red u c t i o n  Fund and a Housing Mort g a g e  I n surance Fund; and p r o v i d i n g  

for an effe c t i v e  date.

Requested b y : G o v e r n o r

A s s u m p t i o n s :

Rate: 9 -1/2% r e g ular rate to borrower, 9 - 1 / 4 %  to Veterans.

Costs: 3/8% service fee, 1/8% other costs; n et yield therefor 

9% regular, 8-3/4% Veterans.

Term: 25 years.

Composition: 90% regular mortgages, 10% Veterans.

Market: 1 3 - 1/2% requ i r e d  to sell in GNM A  type pool.

E ffective Date: July 1, 1980.

M o r t g a g e  Level: $200,0 0 0 , 0 0 0  per year.

Prep a r e d  b y : A n s e l m  C. Staack, Trea s u r y  Comptroller

A g e n c y : Department of Revenue, Treasury Division

P h o n e : 465-2351

D a t e : Febr u a r y  1, 1980
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FISCAL N O T E

I. R E Q U E S T
Bill/Resolution No. SB - 385 TITLE: An Act making a special appropriation to the Alaska
pM B t  Power Auth o r i t y for construction of a high v o l t a g e  electrical transmission system 

connecting Fairbanks and Anchorage; and providing pate 2/4/80

for an effective date.

R e quested b y Colletta, Kertulla, Bennett, Bradley, Dankworth, Fahrenkamp, Hackney,________

Kelly, Sturgulewski, and Sumner._______________________________________________________

II. F I S C A L  D E T A I L
Agency Affected Alaska Power Authority - Department of Commerce & Economic Development

Program Category Affected___________ Economic Development____________________ __ _____________ __________

B R U ,  Program, or Subprogram(s) Affected’ Alaska Power A uthority

(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)

E X P E N D I T U R E S  (Thousands of Dollars)

\  Till* LEGISLATURE OF THE STATE u r
’ f  ELEVENTH LEGISLATURE

F Y  80 . F Y  81 F Y  82 F Y  83 F Y  84 F Y  85

J00 - P E R S O N A L  S E R V I C E S 90 135 135

200 T R A V E L 10 15 15

300 C O N T R A C T U A L 15,000 20,000 19,443 '

400 C O M M O D I T I E S
500 E O U I P M E N T
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  CLAIMS. ETC.

T O T A L  15,100 20,150 19,593

F U N D I N G  (Thousands of Dollars)

G E N E R A L  F U N D 15,100 20,150 19,593

F E D E R A L  F U N D S

O T H E R  (Specify Fund Source)

POSITIONS

F U L L  T I M E  Capital Project Pos .tions 2 3 3

P A R T  T I M E
T E M P O R A R Y

III. A N A L Y S I S  (See Fiscal Note Preparation Instructions, Section III)

T he Power Authority could orly administer the funds appropriated by SB 385 if 

capital project positions were approved by the Governor's Office of Budget and 

Management. The capital costs of the Project we r e  based on a 1980 estimate of 

$45,000,000 inflated at 10% through the construction period.

IV D A T E  February 11, 1980 . P R E P A R E D  B Y  
A G E N C Y  _  
P H O N E  ___

Terry J. McGuire

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)
33 -001  (Rev. 12/79)

277-7641
Alaska Power Authority



Date: _________________________

Mr. President:

The Committee on FINANCE______________________ has had SB 385_____________
making a s p e c ia l  a p p ro p r ia t io n  to the A la sk a  Power A u th o r ity  fo r  c o n s tru c t io n  
o f e l e c t r i c a l  tra n sm iss io n  system  connecting  F a irb a n k s  and Anchorage

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

[ ] do pass [ ] do not pass

[ ] do pass with attached amendments(s )
[ ] same title

[ ] replace with CS for  [ ] new title

and recommends _______________________________________________________________

[ ] AND attaches a "Letter of Intent" [ ] New Fiscal Note

[ ] reports it back without recommendation

[ ] referred to the ___________________________________________ Committee

MEMBERS SIGNING • MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

C O M M I T T E E  R E P O R T

S E N A T E

F U R T H E R :  N o n e
2 / 4 / 8 0

S 6 0  ( R e v .  1 2 / 7 8 )

C H A I R M A N



1

2

3

4

5

6

7

8

9

10

11

12
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14
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16
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18

19

20

21

22

23

2 4

2 5

2 6

2 7

2 8

2 9

I n t r o d u c e d :  2 / 4 /8 0
R e f e r r e d :  F in a n c e

Funding  I n f o r m a t io ng i n to r r a a t i o n
1 Fund $ 5 4 ,8 4 3 ,0 0 0General Fun 

Other FundsFunds -0- COLLETTA, KERTTULA, BENNETT, 
BRADLEY, DANKWORTH, F A H R E N K A M P$54,843,00(1
HACKNEY, KELLY, STURGULEWSKI, 

IN THE S EN AT E AND S UMNER

S ENATE BILL NO. 385

IN T H E  L E G I S L A T U R E  OF THE S TA T E OF A L A S K A

E L E V E N T H  L E G I S L A T U R E  - S E C O N D  SESS IO N

A  BILL

For an Act entitled: "An Act m a k i n g  a special a p p r o p r i a t i o n  to the A l a s k a

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE S T A T E  OF ALASKA:

* S e ct io n 1. The sum of $54,8 43 ,0 00  is a p p r o p r i a t e d  fro m the general fund 

to the A la sk a Power A u t h o r i t y  for expenses of d e s i g n  a n d  c o n s t r u c t i o n  of a 

high v o l ta ge  electr ic al  t r a n s m i s s i o n  s y s t e m  c o n n e c t i n g  Fairbanks a nd 

A n c h o r a g e .

* Sec. 2. The a p p r o p r i a t i o n  m a d e  b y  this Act is for a capital p r oj ec t  and 

is subject to AS 37.25.020.

* Sec. 3. This Act takes effect i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.10.- 

070(c).

Power Aut ho ri t y for c o n s t r u c t i o n  of a hi gh  v o l t a g e  

electrical tr an sm i s s i o n  s y s t e m  connec ti n g F a i r ba n ks  and 

Anchorage; and p r o v i d i n g  for an effective d a te ."

-1- SB 385



ALASKA STATE LEGISLATURE
S E V E N T H  Legislaturc S ECOM? Session

SENATE ..   NO.??.?
C o l l e t t a , k e r t t u l a , b e n n e

By ••• BRADLEY;--DANKWORTH;....
/ F A H R E N K A M P , H A C K N E Y , KELL 
S TU RG U L E W S K I  A N D  S U MN ER

TT

" An A c t  m a k i n g  a special a p p r o­
pr i a t i o n  to the A l a s k a  Power 
A u t h o r i t y  for c o n s t r u c t i o n  of 
a h i g h  v o l t a g e  e le ct ri ca l  t r a n s­
mi s s i o n  s y s t e m  c on ne c t i n g  Tair- 
b a n k s  a n d  Anchorage; and pro^idJ 
for a n  e f f e c t i v e  date."

2 / 4 / ----------Introduced in the Senate................ . 19... L O

HISTORY IN THE SENATE
19 8 0 Read first time and referred to Committee on 

Finance

Reported back with recommendation that

Read second time and

Read third time and

PASS Effective Date
Yeas Yeas
Nays NaysAbsent Absent
Excused Excused

Reconsideration
PASS Effective Date

Yeas Yeas
Nays Nays
Absent Absent
Excused Excused
Reported correctly engrossed 
Signed by President 
Sent to House

SECRETARY OF THE SENATE

HISTORY IN THE HOUSE
19 Read first time and referred to Committee on

Reported back with recommendation that

Read second time and

Read third time and

PASS Effective Date 
Yeas Yeas 
Nays Nays Absent Absent 
Excused Excused

Reconsideration
PASS Effective Date 

Yeas Yeas 
Nays Nays 
Absent Absent 
Excused Excused
Reported correctly engrossed 
Signed by Speaker 
Returned to Senate

■

CHIEF CLERK OF THE HOUSE

HISTORY IN THE SENATE
19 Received from House 

To enrolling

Reported correctly enrolled 

Sent to Governor

Filed with Lt. Governor 

Chapter No..........................



2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

2 5

26

27

28  

2 9

1

Funding Information
General Fund
Other Funds 

IN THE SENATE

$537843,000
-0-

$54,84'3,'(J0JJ

Introduced: 2/4/80
Referred: Finance

COLLETTA, KERTTULA, BENNETT, 
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A ND SUMNER

SENATE BILL NO. 385 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

ELEVENTH LEGISLATURE - S E C O N D  SESSION 

A BILL

For an Act entitled: "An Act m aking a special a p p r o p r i a t i o n  to the Alaska

Power Authority for c o n s t r u c t i o n  of a high voltage 

electrical t r ansmission s ystem connecting Fairbanks and 

Anchorage; and p r o v i d i n g  for an effective date."

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

* Section 1. The sum of $54,843,000 is appronriated from the general fund 

to the Alaska Power Authority for expenses of design and construction of a 

high voltage electrical transmission s y s t e m  con n e c t i n g  Fairbanks and 

A n c h o r a g e .

* Sec. 2. The appropriation made by this Act is for a capital project and 

is subject to AS 37.25.020.

* Sec. 3. This Act takes effect i mmediately in accordance with AS 01.10.- 

070(c).
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INTRODUCTION

In December 1979 the Economic Feasibility Study for a possible Anchorage - 

Fairbanks Transmission Intertie (Intertie Study) was completed by IECO- 

RV/RA for the Alaska Power Authority.- This Intertie Study reviewed 

alternative intertie designs that considered the railbelt requirements • 

for generation with and without the Susitna hydroelectric project.

The study concluded that a feasible intertie was possible without the 

Susitna project as well as with it. The optimized designs for the 

alternatives studied were for the total line length (323 miles) and 

included the following voltage and conductor configurations:

Alternative Interconnection Voltage Optimum ACSR Capability
Cases Description kVrcirc kcmil-no.cond MW

W/o Susitna:
I A & B Anchorage - Ester 230 s/c . 954 - 1/c 130
I C Anchorage - Ester 345 s/c 795 - 2/c 380
I D Anchorage - Ester • 230 s/c 954 - 1/c 130

W/ Susitna: •

II A Anchorage - D. Canyon 345 s/c x2 ' • 954 - 2/c 1200
D. Canyon - Ester 230 s/c x2 1510 - 1/c 370

After study of the report it was suggested by the Anchorage Municipal

Light and Power (AMLP) and the Golden Valley Electric Association (GVEA) 

that it would be useful to analyze an arrangement that would use exist­

ing lines (including a pending extension of a Matanuska Electric Asso­

ciation (MEA) line from Willow to Sunshine) with new line constructed 

for the remaining portion -- such new line to be built according to the 

design criteria of Susitna (see II A in the above Table).

The Alaska Power Authority (APm ) authorized a brief supplementary study 

to determine the approximate transfer capabilities and construction 

costs of such an arrangement. The following pages report the results of 

this study.

-I-
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The I n t e r t i e  S t u d y  c o n c l u d e d  t h a t  a 230 kV s i n g l e - c i r c u i t  t r a n s m i s s i o n  

line w i t h  a line l o a ding c a p a b i l i t y  of 1 3 0  M W  is e c o n o m i c a l l y  f e a s i b l e  

in 1984. T h i s  li n e  d e s i g n  is s m a l l e r  in c a p a c i t y  tha n  w o u l d  b e  r e q u i r e d  

if t h e  S u s i t n a  P r o j e c t  w e r e  constructed. A line d e s i g n  c o m p a t i b l e  w i t h  

t he S u s i t n a  P r o j e c t  w a s  n o t  f o u n d  f e a s i b l e  by 1984 a l t h o u g h  t h e  l a r g e r  

c a p a c i t y  c i r c u i t  is d e e m e d  t e c h n i c a l l y  p r e f e r a b l e  f o r  t h e  A n c h o r a g e  - 

F a i r b a n k s  c onnection. F u r t h e r  s t u d i e s  w e r e  r e c o m m e n d e d  tov/ard f i n d i n g  a 

w a y  t o  s u p p o r t  thi s  l a r g e r  c a p a c i t y  circuit.

T h e  s u g g e s t i o n  o f  G V E A  a nd A M L P  to study an i n t e r i m  a r r a n g e m e n t  t h a t  

v/ould m a x i m i z e  t he use of e x i s t i n g  lines (resulting in t h e  l e a s t  a m o u n t  

of n e w  c o n s t r u c t i o n }  w a s  s u p p o r t e d  b y  the APA as a p o t e n t i a l l y  p r actical 

w a y  t o  a c c o m p l i s h  t h e  i n t e r t i e  at an e a r lier date a n d  p r o v i d e  tha t  n e w  

c o n s t r u c t i o n  v/ould b e  c o m p a t i b l e  w i t h  t h e  larger c a p a c i t y  c i r c u i t s  

s u i t a b l e  f o r  the S u s i t n a  Project.

T he p u r p o s e  of t h e  f o l l o w i n g  p a g e s  is t* e x a mine the t e c h n i c a l  c h a r a c t e r  

of s u c h  an a r r a n g e m e n t  w i t h  a v i e w  t o w a r d  m a x i m i z i n g  t h e  p o w e r  t r a n s f e r  

c a p a b i l i t y  at m i n i m u m  initial c o n s t r u c t i o n  cost.

Tec h n i c a l  S c o p e  of T h i s  R e p o r t

The d e p t h  o f  t e chnical r e v i e w  of the i n t erim a r r a n g e m e n t  d e s c r i b e d  a b o v e  

will i n c l u d e  o n l y  s t e a d y - s t a t e  anal y s i s  of several l i n e  c o n f i g u r a t i o n s  

w i t h  an a s s i g n e d  l i m i t  of a p p r o x i m a t e l y  30 degrees o f  p o w e r  a n g l e  b e­

tween the buses at Pt. M a c k e n z i e  a n d  Go l d  Hill. T h e  s t a b i l i t y  of t h e s e  

c o n f i g u r a t i o n s  is n o t  analyzed. No s e r ious s t a b i l i t y  p r o b l e m s  a r e  

a n t i c i p a t e d  w i t h  the p o w e r  angle limit as stated.

G e n e s i s  o f  T h i s  R e p o r t

i

- 2 -
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If it is d e t e r m i n e d  t h a t  an i n t erim s y s t e m  confi(juration as d e s c r i b e d  

h e r e i n  be implem e n t e d ,  it is i m p o r t a n t  to mak e  a  c o m p l e t e  s t a b i l i t y  

a n a l y s i s  t h a t  w o u l d  c o n s i d e r  t h e  c h a r a c t e r i s t i c s  of s u c h  intertie, t he 

c o n n e c t e d  r u t a t i n g  m a c h i n e r y  (generators, m o t o r s )  a n d  t h e  control c h a r a c­

ter i s t i c s  (governors, v o l t a g e  regulators, r e l a y i n g  a n d  s w i t c h i n g ,  e t c . )  

Suc h  a s t u d y  w o u l d  p r o v i d e  the g u i d elines f o r  s e l e c t i o n  o r  m o d i f i c a t i o n  

of control eq u i p m e n t ,  if necessary, a nd e s t a b l i s h  g u i d e l i n e s  for o p e r a t­

ing t h e  i n t e r c o n n e c t e d  system.

Line C o n f i g u r a t i o n s  S t u d i e d

Five general line c o n f i g u r a t i o n s  w e r e  s t u died to p r o v i d e  i n f o r m a t i o n  

r e g a r d i n g  line t r a n s f e r  c a p a b i l i t i e s  a n d  r e l a t e d  c o n s t r u c t i o n  costs:

F u t u r e  S t a b i l i t y  A n a l y s i s

I-

1

E x i s t i n g  Lines to W i l l o w  a n d  Healy

N e w  3 4 5  kV s / c  line w i t h  2-954 kcm, W i l l o w  t o  S u s i t n a  Jet. - 7 2  m i l e s  

N e w  2 3 0  kV s / c  line w i t h  1 - 1 5 1 0  kcm, S u s i t n a  Jet. t o  H e a l y  - 8 6 . 5  m i l e s  

O p e r a t e  lines as follows:

“ " 230 kV

115 kV

230 kV (add 32 M V A R  S h u n t  R e a c t o r )

1 3 8  kV (add 2 8  M V A R  S h u n t  R e a c t o r )

Pt. M a c k  - Teel and 

Teel and - W i l l o w  

W i l l o w  - H e a l y  

H e a l y  - N o r t h  Pole-

II-

U s e  t w o  w i n d i n g  t r a n s f o r m e r s  and no series c o m p e n s a t i o n  

S a m e  as I above, except:

U s e  a u t o t r a n s f o r m e r s  a nd series c o m p e n s a t i o n  (20%, W i l l o w  t o  H e a l y )

II-l S a m e  as II a b o v e ,  except:

E x i s t i n g  lines to S u n s h i n e  and Healy

N e w  3 45 kV s / c  line w i t h  2-954 kcm, S u n s h i n e  t o  S u s i t n a  J e t . - 4 3 . 5  mi l e s  

O p e r a t e  lines as follows:

Pt. M a c k  - Teel and 230 kV

1 Teel and - S u n s h i n e  115 kV

S u n s h i n e  - H e a l y  230 kV (add 32 M V A R  S h u n t  R e a c t o r )

H e a l y  - N o r t h  Pole 138 kV (add 2 8  M V A R  S h u n t  R e a c t o r )

III- S a m e  as II-l above, except:

O p e r a t e  lines as follows:

Pt. M a c k  - Teel and 230 kV

Teel a nd - N o r t h  Pole 138 kV (add no n e w  S h u n t  R e a c t o r s )

U s e  a u t o t r a n s f o r m e r  at T e e l a n d  and no s eries c o m p e n s a t i o n

III-l Same as III above, except:

Use series c o m p e n s a t i o n  (20%, S u n s h i n e  to H e a l y )

- 3 -
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Load F l o w  studies o f  13 Cases w i t h  the five c o n f i g u r a t i o n s  p r e v i o u s l y  

d e s c r i b e d  we r e  m a d e  u s i n g  the General Elect r i c  C o m p a n y  " C I F L 0 $ "  p r o g r a m .  

T h e  line and t r a n s f o r m e r  data, a nd the w o r k s h e e t s  f o r  t h e s e  ca s e s  a r e  

at t a c h e d  as Appendix-A.

T h e  f o l l o w i n g  T a b l e - 1 ,  "L o a d  F l o w  S u m m a r y  Data" c o n t a i n s  s e l e c t e d  d a t a  

fro m  t h e  load f l o w  c a l c u l a t i o n s  and c o n s t r u c t i o n  c o s t  e s t i m a t e s  f o r  t h e  

v a r i o u s  configur a t i o n s .  T h e s e  e s t i m a t e s  we r e  d e v e l o p e d  f r o m  t he c a s t  

da t a  in t h e  original Inte r t i e  Study. A  sample c a l c u l a t i o n  is s h o w n  in 

A p p e n d i x - B  attached.

The load flow ca s e s  s t u d i e d  c l e a r l y  s h o w  that an i n t e r i m  t r a n s m i s s i o n  

inte r t i e  o p e r a t e d  a t  138 kV f r o m  an a s s u m e d  s upply p o i n t  at Tee'land 

s u b s t a t i o n  to c o n n e c t  w i t h  the G V E A  existing 1 3 8  kV s y s t e m  at H e a l y  is a 

t e c h n i c a l l y  f e a s i b l e  c o n n e c t i o n  capable of t r a n s f e r r i n g  up t o  5 0 - p l u s  

m e g a w a t t s  of pov/er fr o m  F a irbanks to A n c h o r a g e  a nd up to 3 5 - p l u s  

me g a w a t t s  from A n c h o r a g e  to Fairbanks.

It is a l s o  shown t h a t  b y  c o n s t r u c t i n g  a n  additional 2 8 . 5  m i l e s  o f  n e w  

line to W i l l o w  an additional 5 m e g a w a t t s  co u l d  be t r a n s m i t t e d .  A  m o r e  

d e t a i l e d  r e v i e w  of t h e  w o r k  sheets shows that the " w e a k "  li n k s  o f  s u c h  

an i n t e r i m  c i r c u i t  a r r a n g e m e n t  are t he e x i s t i n g  138 kV lines.

Such an i n t e r i m  a r r a n g e m e n t  is e a s i l y  c a p a b l e  of t r a n s m i t t i n g  at l e a s t  

2 0 0 , 0 0 0 , 0 0 0  kV/h of e n e r g y  a n n u a l l y  and p r o v i d i n g  r e s e r v e  c a p a c i t y  as 

indicated. T h i s  c o u l d  p o s t p o n e  o t h e r  i n v e s tments a nd p r o v i d e  an o p p o r­

tunity for e x c h a n g e  of t h e  l owest cos t  energy a l t e r n a t i v e s  a v a i l a b l e  

along the i n t e r c o n n e c t e d  system.

If it is a s s u m e d  t h a t  the e n e r g y  e x changes p o s s i b l e  u i ' w o r t h  3 c e n t s  

per kWh (fuel co s t  d i f f e r e n c e s  now appe a r i n g  in A n c h o r a g e  a nd F a i r b a n k s  

su p port this p r o b a b i l i t y )  a $ 6 , 0 0 0 , 0 0 0  per y e a r  m i n i m u m  s a v i n g  in fuel

S u m m a r y  a n d  C o n c l u s i o n
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co s t  is possible. T h e  a d d e d  va l u e  of r e s erve s h a r i n g  w o u l d  i n c r e a s e  t he 

annual s a v ings a t t r i b u t a b l e  to thi s  intertie. D e p e n d i n g  o n  f i n a n c i n g  

costs, it w o u l d  a p p e a r  t h a t  the $ 4 5 , 0 0 0 , 0 0 0  i n v e s t m e n t  is a t t r a c t i v e  

p a r t i c u l a r l y  w h e n  it is r e m e m b e r e d  t h a t  several m i l l i o n  d o l l a r s  of t h e  

cos t  is f or f uture c a p a c i t y  r e l a t e d  to the S u s i t n a  Project.

It is r e c o m m e n d e d  t h a t  th i s  i n t e r i m  a r r a n g e m e n t  is w o r t h  s e r i o u s  c o n­

sid e r a t i o n  p a r t i c u l a r l y  in v i e w  of t h e  o p p o r t u n i t y  to a c c e l e r a t e  t h e  

c o m p l e t i o n  of an i m p o r t a n t  s e g m e n t  o f  a rene w a b l e  e n e r g y  p r o j e c t .  A  

d e c i s i o n  to be g i n  by m i d - 1 9 8 0  w o u l d  a l l o w  for c o n s t r u c t i o n  t o  st a r t  in 

the w i n t e r  o f  1 9 8 0 - 8 1  a nd f or c o m p l e t i o n  by mid 1983.

A d d itional s p e c i f i c  s t u d i e s  to a r r i v e  at the ba s i c  d e t a i l s  f o r  d e s i g n  

s u p p o r t  and f or n e g o t i a t i o n s  o f  operating, w h e e l i n g  a n d  m a i n t e n a n c e  

a g r e e m e n t s  s h o u l d  be i m p l e m e n t e d  e a r l y  in ’the c o u r s e  of a c t i o n  t o w a r d  

a c c o m p l i s h m e n t  of s u c h  a project.

i

i



CASE Load Flo w

Load Year-

CAS E  A A n c h - F b k s  

198 4  Loads 

CAS E  B Fbks - A n c h  

19 8 4  Loads 

CAS E  C F b k s - A n c h  

1984 Loads

II CASE A  A n c h - F b k s  

19 8 4  Loads 

CAS F  B A n c h - F b k s  

19 9 0  Loads 

CA S E  C  F b k s - A n c h

II-l C A S E  A  A n c h - F b k s  

19 8 4  Loads

III CASE A A n c h - F b k s  

1 9 8 4  Loads

T A B L E - 1  

LOAD F L O W  S U M M A R Y  DATA

Line S e c t i o n

P o w e r  T r a n s f e r  - M W

Line V o l t a g e  

Range - %

W i l l o w  to H e a l y  

35

H e a l y  to W i l l o w  

50

H e a l y  to W i l l o w  

16

1 9 8 4  Loads

Line Loss

%/MW*

1 02 to 112 2.5

3.4

99 to 108 2.2

2.0

99 to 105 n.a.

W i l l o w  to Healy 1 0 2 to 10 8 2.9

39 .

W i l l o w  to H e a l y 98 to 10 4 2.5

31 6.5

H e a l y  to W i l l o w 97 to 1 04 1.6

51 ' 3.5

S u n s h i n e  to H e a l y  

36

1 02 to 1 0 7 3.0

4 . 1

S u n s h i n e  to H e a l y 103 to 1 06 ' 2:8
34 3.8

S u n s h i n e  to H e a l y 104 to 11 2 . —

C A S E  A  A n c h - F b k s S u n s h i n e  to H e a l y 103 to 1 06 2.9

1 9 8 4  Loads 35 3.9

CA S E  B F b k s - A n c h H e a l y  to S u n s h i n e 102 to 1 05 4 .5

1 9 8 4  Loads 54 4 .2

C A S E  C A n c h - F b k s S u n s h i n e  to H e a l y 100 to 105 3 .0

19 9 0  Loads 27 7.5

CAS E  D F b k s - A n c h H e a l y  to S u n s h i n e 97 to 1 0 4 .2.7

199 0  Loads 53 5,9

Po w e r  A n g l e  - degrees' 

Pt. M a c k  - N . P o l e
Total 

C o n s t r u c t i o n  C o s t 51

33° $ 63 , 7 2 7 , 0 0 0

27° $ 63 , 7 2 7 , 0 0 0

9° $ 63, 7 2 7 , 0 0 0

28° $ 63, 3 7 1 , 0 0 0

oCDCO

$ 6 3 , 3 7 1 , 0 0 0

23° $ 63 , 3 7 1 , 0 0 0

31° $ 52, 6 3 0 , 0 0 0

30° $ 44, 5 8 7 , 0 0 0

3° $ 4 4 , 5 8 7 , 0 0 0

28° $ 4 5 , 0 3 2 , 0 0 0

31° $ 45 , 0 3 2 , 0 0 0

31° $ 4 5 , 0 3 2 , 0 0 0

30° $ 45, 0 3 2 , 0 0 0

*

**
Line Loss is c a l c u l a t e d  as a %  o f  t he total G e n e r a t i o n  on line f or e a c h  case. M W  are al s o  shown. 

C o n s t r u c t i o n  costs e s t i m a t e d  u s i n g  u n i t  costs f r o m  I n t e r t i e  S t u d y  (See A p p e n d i x  B f or sample).
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R ep or t of 

T e c h n i c a l  A d v i s o r y  Co mm i tt ee  

on

E c o n om ic s  of A n c h o r a g e  - F a i r b an ks  

M i n i m a l  T r a n s m i s s i o n ' I n t e r t i e

A n c h o r a g e  M u n i c i p a l  L i g h t  &  Power 

G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  

F a i r b a n k s  M u n i c i p a l  U t i l i t i e s  S y s t e m

J a n u a r y  1980
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R o b e r t  W. R e t h e r f o r d  A s s o c i a t e s 1 A n c h o r a g e - F a i r b a n k s  t r a n s m i s s i o n  

int e rt ie  sup pl em en t ar y study for m a x i m i z i n g  u s e  of e x i s t i n g  lines 

w i t h  n e w  lines at Susitna D e s i g n  capacity, co mp l e t e d  J a n u a r y  24, 

1980, d e m o n s t r a t e d  the p r o b a b l e  t e c h n i c a l  f e a s i b i l i t y  of t r a n s­

mi t t i n g  e c on o my  energy from A n c h o r a g e  to F a i r b a n k s  and r e s e r v e  

g e n e r a t i n g  ca pa ci t y from F ai rb a nk s to A n c h o r a g e  over a m i n i m a l  

t r a n s m i s s i o n  line. This r ep or t ex am i n e s  the e c o n o mi c s o f  s u c h  

i n t e rc ha n ge s for C o n f i g u r a t i o n  III - 1 Cases A  and B of the 

R W R A  study.

i
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E C O N O M Y  E N E R G Y

F r o m  da ta  in the s u p p l e m e n t a r y  study it w a s  e s t i m a t e d  that annual 

losses in t r a n s m i t t i n g '200 m i l l i o n  K W H  at e c o n o m y  e ne rg y  f ro m 

A n c h o r a g e  to Fa i rb a n k s  w o u l d  be about 4 %  or 8 m i l l i o n  KWH. 200 

m i l l i o n  K W H  g e n e r a t e d  by A M L P  w o u l d  r e p l a c e  192 m i l l i o n  K W H  

g e n e r a t e d  by G V E A  w i t h  simple c yc le  and r e g e n e r a t i v e  c o m b u s t i o n  

t urbines a v e r a g i n g  13,000 B TU per KWH.

A M L P ' s  fuel c o n s u m p t i o n  to g e n er at e the e c o n o m y  e n e r g y  was d e t e r­

mi n e d  by u s i n g  the Gener al  E l e c tr i c H P R O D  p r o d u c t i o n  c o s t i n g  

p r o g r a m  to m o d e l  g e n e r a t o r  operation. H P R O D  w a s  r u n  for A M L P ' s  

s y s t e m  load plus e c o n om y e n e rg y and for A M L P  s y s t e m  loa d alone.

Th e d i f f e r e n c e  b e t w e e n  the two amounts of fuel w as the fuel b u r n e d
V

to g e n e r a t e  the e c o n o m y  e n er g y for GVEA. The f o l l o w i n g  table 

shows the fuel saved.

F U E L  CONSUMPTION, M I L L I O N S  OF BTU 

G E N E R A T I O N  BY

Y E A R  G V E A  ■ A M L P  F U E L  S A VE D

1984 2 , 5 0 0 , 0 0 0  2 , 2 0 0 , 0 0 0  300,000

1985 2 , 5 0 0 , 0 0 0  2 , 3 3 0 , 0 0 0  170,000

1986 2 , 5 0 0 , 0 0 0  2 , 5 6 0 , 0 0 0  -60, 00 0

T he 3 0 0, 0 00  m i l l i o n  BTU saved in 1984 is e q u i v a l e n t  to about

52,000 ,b a r r e l s  of fuel oil. The a m o u n t  o f  fuel c o n s u m e d  by A M L P  

to g e n e r a t e  e c o n o m y  e nergy increases e a c h  year; as A M L P  s y s t e m  

load grows, less ef f ic ie nt  g e n e r a t i n g  un it s  m u s t  be o p e r a t e d  to 

p r o d u c e  the e c o n o m y  fuel.

\



.M onetary  sa v in g s  from  economy en e rgy , o f  c o u r s e , depend on th e  
r e l a t i v e  c o s t s  o f  f u e l  in  Anchorage and F a irb a n k s . To g iv e  an id e a  
o f  th e  amounts o f  money in v o lv e d  w ith o u t  a t tem p tio n g  to  f o r e c a s t  
f u e l  p r i c e s  s e v e r a l  y e a rs  h en ce , f u e l  was p r i c e d  a t  p r e s e n t  v a lu e s  
o f  $ 2 .8 5  p e r  m i l l i o n  BTU f o r  GVEA and $ 0 ,8 2 9  p e r  m i l l i o n  BTU f o r  
AMLP:

FUEL COSTS

YEAR GVEA
GENE RATIO?7 BY

AMLP SAVING
1984
1985
1986

$ 7 ,1 2 5 ,0 0 0
7 .1 2 5 .0 0 0
7 .1 2 5 .0 0 0

$ 5 ,3 0 1 ,0 0 0
5 .1 9 3 .0 0 0
5 .0 0 3 .0 0 0

$ 1 ,8 2 4 ,0 0 0
1 .9 3 2 .0 0 0
2 . 1 2 2 . 0 0 0

The supp lem en ta ry  s tu d y  showed t h a t  GVEA r o u ld  p ro v id e  53 MW o f  
r e s e rv e  g e n e ra t in g  c a p a c i t y  t o  AMLP ov e r th e  t ra n sm is s io n  l i n e .

V.

W ith ou t t h i s  r e s e r v e  c a p a c i t y  i t  w ould be n e c e s s a ry  f o r  AMLP t o  
i n s t a l l  a p e ak in g  com bustion  tu rb in e  to  m a in ta in  f irm  g e n e ra t in g  
c a p a c i t y .  C a p i t a l  r e c o v e ry  c o s t s  o f  su ch  a p eak in g  tu rb in e  were 
e s t im a te d  t o  be $ 8 4 7 ,0 0 0  an n u a lly  a t  t o d a y ’ s p r i c e s .  The v a lu e  o f  
53 MW o f  r e s e r v e  c a p a c i t y  fu rn is h e d  by GVEA to  AMLP o v e r  th e  
t r a n sm is s io n  l i n e  w ould thus be $ 8 4 7 ,0 0 0  an n ua lly

SUMMARY
Adding th e  v a lu e  o f  economy energy to  t h a t  o f  r e s e r v e  g e n e ra t in g  
c a p a c i t y  p rod u ced  th e  fo l lo w in g  t o t a l  v a lu e  o f  th e  t r a n sm is s io n  
l i n e  to'AMLP and GVEA:
YEAR ECONOMY ENERGY RESERVE CAPACITY TOTAL
1984
1985
1986

$ 5 ,3 0 1 ,0 0 0
5 .1 9 3 .0 0 0
5 .0 0 3 .0 0 0

$ 8 4 7 ,0 0 0
8 4 7 .0 0 0
8 4 7 .0 0 0

$ 6 ,1 4 8 ,0 0 0
6 .0 4 0 .0 0 0
5 .8 5 0 .0 0 0
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GVEA/RLH

CO S T  ESTIMATE (1979 Dollars) 

CONFIGURATION III-l

1.

1.1

1.2

N e w  T r a n s m i s s i o n  Lines

He a l y  -  Susitna Tap, 86.5 m.

(sc, 230 kV, 1510 kcrnil ACSR)

S u s i t n a  Tap - W i l l o w  71.5m 

(sc, 345 kV, 2 x  954 kcmil ACSR)

$ 1 7 6 , 6 9 3 . /mile 

$ 2 5 3 , 3 2 0 . /mile

15,283,945

18,112,380

Transmission Total: $33,396,325

2.

2.1

2.2

2.3

2.4

Substa t i o n s

H e a l y  138 kV
A d d i t i o n  of Series Compensation 1 5 0 ,000

H e a l y  138 k V  Circuit

brea k e r s  & property 243,000

W i l l o w  138 kV 

A d d i t i o n  of Series

C o m p e n s a t i o n  1 5 0 ,000

W i l l o w  138 k V  Circuit 

br e a k e r s  and property 

60 M V A  A u t o t r a nsformer 

11 5 /138 kV 1 , 2 4 3 , 0 0 0

Substations Total: $ 1,786,000



GVEA/RLH

CONFIGURATION III-l (Cont.)

TOTAL COSTS (1979)

$ 33,396,325

1.786.000

3.300.000 
3,000,000

$ 41,482,325

DISBURSEMENTS AND ESCALATION

Escalated @ 8% p.a.

3,387,000

13.064.000
38.376.000

54.827.000 

41,482,325

Total Escalation 13,344,675

PROJECT COST SUMMARY

Project Costs $41,482,325

Escalation 13,344,675

Total $54,827,000

1981 (7%)

1982 (25%)

1983 (68%)

2,903,760 

10,370,580 
2.8,207,985 

41,482,325

Transmission Lines 

Substations

Control and Communication 

Engineering/Design

I


