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section, this m o n e y  shall b e  r e p l a c e d  w i t h  m o n e y  r e c e i v e d  as interest 

on loans a u t h o r i z e d  b y  this chapter.

* Sec. 6. AS 4 4 . 4 7 . 4 0 0  is a m e n d e d  to read:

Sec. 44.47.400. S E C U R I T Y  F O R  LOANS, (a) T h e  dire c t o r  shall 

adopt r e g u l a t i o n s  in a c c o r d a n c e  w i t h  the A d m i n i s t r a t i v e  P r o c e d u r e  Act 

(AS 44.62) e s t a b l i s h i n g  a c c eptable secu r i t y  for loans o r i g i n a t e d  or 

p u r c h a s e d  in w h o l e  or in part un d e r  AS 44.47.380.

(b) A  p e r s o n  m a y  p l e d g e  as secu r i t y  for the r e p a y m e n t  o f  a loan 

o r i g i n a t e d  or p u r c h a s e d  in w h o l e  or in pa r t  under AS 44.4 7 . 3 8 0  a p r e­

ference ri g h t  he holds to r e c eive title to l a n d  h e  occupies as a p r i­

m a r y  place o f  residence, p r i m a r y  p l a c e  o f  business, s u b s i stence 

campsite, o r  as h e a d q u a r t e r s  for r e i n d e e r  husbandry. T h e  p r e f e r e n c e  

right m u s t  b e  c o n v e y e d  to the p e r s o n  b y  the N a t i v e  c o r p o r a t i o n  to w h i c h  

the land w a s  g r a n t e d  u n d e r  s e c tion 14 o f  the A l a s k a  N a t i v e  Claims 

Se t tlement A c t  (85 Stat. 688, 43 U.S.C. secs. 1601 1626, as a m e nded

b y  P.L. 94-204) b e f o r e  it m a y  b e  p l e d g e d  as secu r i t y  u n d e r  this s u b­

section. T he c o m m i s s i o n e r  of comm u n i t y  and regi o n a l  affairs shall 

p r e s c r i b e  p r o c e d u r e s  a n d  standard forms for estabishing, pledging, and

app r a i s i n g  the v a l u e  o f  a p r e f e r e n c e  ri g h t  h e l d  b y  a p e r s o n  to secure 

the r e p a y m e n t  o f  a loan o r i g i n a t e d  or p u r c h a s e d  in w h o l e  or in part

un d e r  AS 44.47.380.

* Sec. 7. AS 44. 4 7 . 4 1 0  is a m e nded to read:

Sec. 44.47.410. INTEREST ON LOANS. T he interest rate o n  a m o r t­

gage loan o r i g i n a t e d  or p u r c h a s e d  in w h o l e  or in part u n d e r  A S  44.-

47.380 m a y  n o t  e x c e e d

(1) n i n e  p e r c e n t  for a m o r t g a g e  loa n  m a d e  to a p e r s o n  w h o  is 

an eligible v e t e r a n  u n d e r  AS 18.56.101;

(2) ten p e r c e n t  for a m o r t g a g e  lo a n  m a d e  to a p e r s o n  ot h e r  

than a p e r s o n  d e s c r i b e d  in (1) of this subsection.
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*  Sec. 8. A S  44.47.470(a) is a m e n d e d  to read:

Sec. 44.47.420. TITLE, (a) B efore the director o r i g inates or 

p u r c h a s e s  a n o n c o n f o r m i n g  h o u s i n g  m o r t g a g e  loan in w h o l e  or in part, 

the d i r e c t o r  m a y  r e q u i r e  a b o r r o w e r  to show m a r k e t a b l e  title to real 

p r o p e r t y  o f f e r e d  as security for the lo a n  to be purchased.

*  Sec. 9. AS 44.47.430(b) is a m e n d e d  to read:

(b) T h e  dire c t o r  m a y  w i t h d r a w  m o n e y  f r o m  the r e s t r i c t e d  title 

loss r e s e r v e  account in an a mount equal to the loss to the divi s i o n  on 

a n o n c o n f o r m i n g  h o u s i n g  m o r t g a g e  loan o r i g i n a t e d  or p u r c h a s e d  in w h o l e  

or in p a r t  b y  the division if m a r k e t a b l e  title to the real p r o p e r t y  

use d  to secure t ho loan was shorn in a c c ordance w i t h  AS 44.47.420(b)-

(2). M o n e y  w i t h d r a w n  from the r e s t r i c t e d  title loss r e s e r v e  account 

under this section shall be dep o s i t e d  in the n o n c o n f o r m i n g  h o u s i n g  loan 

fund.

* Sec. 10. AS 44.47.460 is a m e n d e d  to read:

Sec. 44.47.460. L O A N  SERVICING. (a) B efore p u r c h a s i n g  or p a r­

tici pating in the purchase of a loan, the director shall enter into a 

loan ser v i c i n g  agr e e m e n t  w i t h  the p r i v a t e  financial instit u t i o n  from 

w h i c h  the loan is to b e  purchased.

(b; T h e  director m a y  execute service agreements w i t h  private 

lending institutions to service loans o r i g i n a t e d  b y  the division.

(c) U n d e r  the servicing agreement, the p r i v a t e  financial i n s t i­

tution shall a d m i nister the loan and m a y  charge the divi s i o n  a n e g o t i­

ated fee on the division's share o f  the loan. W h e n  appropriate, t h e 

[THE] p r i v a t e  financial i n s t i tution m a y  also charge the b o r r o w e r  a 

rea s o n a b l e  o r i g i n a t o r  fee n o t  to e x c e e d  one percent.

* Sec. 11. AS 4 4 .47.470 is a m e n d e d  to read:

Sec. 44.47.470. APPRAISALS. B e fore or i g i n a t i n g  or p u r c h a s i n g  or 

p a r t i c i p a t i n g  in the purchase of a n o n c o n f o r m i n g  h o u s i n g  m o r t g a g e  loan,

-5- CSSB 1 4 8 (Fin) am
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the dire c t o r  m a y  h a v e  or m a y  r e q uire the borr o w e r  to have an appraisal 

ma d e  o f  the fair m a r k e t  va l u e  of the real property, i n cluding st r u c­

tures o n  the real property, for w h i c h  the loan is made. In co n d u c t i n g  

an appraisal u n d e r  this section, the appraiser shall give full v a l u e  to 

i n s u lation and other features o f  constr u c t i o n  in structures o n  the real 

p r o p e r t y  w h i c h  add to the e n e r g y  efficiency of the structures.

Sec. 12. AS 44.47.490 is a m e n d e d  to read:

Sec. 44.47.490. A S S I S T A N C E  BY DIVI S I O N  PERSONNEL. (a) The 

director shall create field offices w h i c h  hav e  the a u thority of final 

gy p r ovul of loans under this chapter, hi r e  at least one l e n d i n g  offi- 

cerx  and m a y  [SHALL] cont r a c t  for the services of

(1) real p r o p e r t y  appraisers w h o  are familiar w i t h  rural 

construction; and

(2) engineers w h o  are familiar w i t h  e n g i n eering p r o b l e m s  ir. 

arctic and subarctic r e g i o n s .

(b) The p ersonnel d e s c r i b e d  in (a) of this section shall m a k e  

r e g u l a r  visits to each o f  the regions establ i s h e d  under AS 44.47.510(a) 

to p r o v i d e  p r e c o n s t r u c t i o n  and p o s t - c o n s t r u c t i o n  inspections of real 

p r o p e r t y  for w h i c h  loans are ori g i n a t e d  o r p u r c h a s e d  b y  the divi s i o n  in 

w h o l e  o r  in part un d e r  AS 4 4.47.380 and to provide assistance to p r i­

vate  financial institutions a n d  their b orrowers in the regions.

Sec. 13. AS 44.47.510(b) is a m e n d e d  to read:

(b'' U n less o t h e r w i s e  r e q u i r e d  by an appropriation, the director 

shall allo c a t e  the m o n e y  in the n o n c o n f o r m i n g  h o u s i n g  loan fund among 

the regions e s t a b l i s h e d  tinder (a) of this section for the p u r p o s e  of 

or i g i n a t i n g  or p u r c h a s i n g  e a c h  type of loan d e scribed in AS 44.47.380. 

In m a k i n g  an a l l o c a t i o n  u n d e r  this subsection, the director shall 

c onsider the past and p o t e n t i a l  lending activity o f  p r i vate financial 

institutions in the r e g i o n  as w e l l  as the n e e d  for loans in the region.
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T he director m a y  r e a l l o c a t e  the m o n e y  among the r e g ions as h e  considers 

necessary.

*  Sec. 14. This A c t  takes e ffect i m m e d iately in a c c o r d a n c e  w i t h  A S  01.- 

10.070(c).
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A s p e r

O riginal sponsor: Mulcahy

IN THE SENATE BY T H E  F I N A N C E  C O M M I T T E E

HO U S E  CS FOR CS FOR SENATE BILL NO. 148 (Finance)

IN THE LEGISLATURE OF THE STATE OF A L A S K A  

T W E LFTH L E G I S L A T U R E  - FIRST S E S S I O N  

A BILL

For an Act entitled: "An Act relating to state loan p r o g r a m s  unde,r the

Alaska H o u sing Finance Corporation, the D e p a r t m e n t  of

Community and Regional Affairs, and the A l a s k a  I n d u s­

trial Development Authority; a n d  p r o v i d i n g  f o r  an 

effective date."

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

* Section 1. AS 18.56.040 is amended to read:

Sec. 18.56.. 040. MEETINGS OF BOARD. (a) T h e  b o a r d  shall e l e c t  a

c h a irman from among its mem b e r s h i p  at its annual [FIRST] m e e t i n g  [IN]

each year. A major i t y  of the members constitute a  q u o r u m  for o r g a n i z i n g  

the board, conducting its business and e x e r c i s i n g  the pow e r s  of the 

corporation. • The board shall meet at the call o f  its chairman. The 

boa r d  shall meet not less than once each three months.

(b) . The board may meet and transact b u s i n e s s  by e l e c t r o n i c  m e d i a

if

(1) public notice of the time and p l a c e s  w h e r e  the m e e t i n g  

will be held by electronic media has been given r.n the s a m e  m a n n e r  as 

if the meeting were held in a single location;

(2) participants and members of the p u b l i c  can h e a r  a n d  have 

the same right to participate in the m e e ting as i_f the m e e t i n g  w e r e



T H E  L E G IS L A T U R E
BUDCH AMD AUDIT COHMITM

JU N EA U , A LA SKA  99811 
PH O N E: (907) 465-3795

J u n e  8 ,  1981

M E M O R A N D U M

TO :  H o n o r a b l e  R u s s  M e e k i n s
H o u s e  F i n a n c e  C o m m i t t e e

hoFROM: M i l t  B a r k e r ,  F i s c a l  A n a l y s t
L e g i s l a t i v e  F i n a n c e  D i v i s i o n

S U B J E C T :  HCS  SB 148 ( F i n a n c e )

T h e  f o l l o w i n g  a r e  t h e  m a j o r  r e v i s i o n s  t o  C S H B  487 ( F i n a n c e )
r e l a t i n g  t o  AHFC  a n d  A I D A ,  a n d  CSSB 148 ( F i n a n c e )  am ,  r e l a t i n g
t o  n o n c o n f o r m i n g  h o u s i n g  l o a n s ,  w h i c h  a r e  t o  b e  i n c o r p o r a t e d  
i n t o  HCS SB 148 ( F i n a n c e ) :

AHFC

1. A u t h o r i z a t i o n  f o r  s e c o n d  m o r t g a g e s  f o r  e i t h e r  
h om e  p u r c h a s e  o r  h om e  i m p r o v e m e n t :

a) i n t e r e s t  r a t e  i s  t h e  s am e  a s  f i r s t  m o r t g a g e s ;

b) s u b s i d i z e d  p o r t i o n  o f  t h e  l o a n  i s  e q u a l  t o  $90 ,000  
l e s s  a n y  o u t s t a n d i n g  f i r s t  m o r t g a g e  b a l a n c e ;

2. t h e  " R o g e r s  r a t c h e t "  i n t e r e s t  r a t e :

a) s t a r t s  a t  10%;

b) g r a d u a l l y  a d j u s t s  u p w a r d  t o  3% b e l o w  t h e  c o r ­
p o r a t i o n s  c o s t  o f  f u n d s ;

c) i n  n o  c a s e  i s  l e s s  t h a n  10% u n l e s s  c o r p o r a t i o n s  
c o s t  o f  f u n d s  i s  l e s s  t h a n  10%;

3. a u t h o r i z a t i o n  f o r  b o a r d  m e e t i n g s  v i a  e l e c t r o n i c  
m e d i a ;
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4. a n n u a l  r e p o r t  t o  l e g i s l a t u r e  m u s t  i n c l u d e  s u m m a r y
o f  p a s t  e f f o r t s  a n d  f u t u r e  p l a n s  r e g a r d i n g  o u t r e a c h  a n d  s a t i s ­
f a c t i o n  o f  l o a n  d e m a n d - i n  r u r a l  a r e a s ;

5 . l e g i s l a t i v e  i n t e n t  t h a t  t h e  c o r p o r a t i o n  s t u d y  s e c o n d  
m o r t g a g e s  b e f o r e  i m p l e m e n t i n g ;

6 .  a u t o m a t i c  e x t e n s i o n  o f  p r i o r  y e a r  b o n d  a u t h o r i z a t i o n  
i n  a b s e n c e  o f  l e g i s l a t i v e  a c t i o n ;

7 . A FHC  i s  t o  p a y  a  h i g h e r  se;: i c i n g  f e e  f o r  l o a n s  i n  
r u r a l  a r e a s ;

A ID A

1. b o n d  a u t h o r i z a t i o n  i n c r e a s e d  t o  $400 m i l l i o n ;

2 . a u t o m a t i c  e x t e n s i o n  o f  p r i o r  y e a r  b o n d  a u t h o r i z a ­
t i o n  i n  a b s e n c e  o f  l e g i s l a t i v e  a c t i o n ;

3. l o a n s  p u r c h a s e d  w i t h  b o n d  p r o c e e d s  w i l l  b e  h e l d  i n  
t h e  e n t e r p r i s e  d e v e l o p m e n t  f u n d :

a) 10% b a n k  p a r t i c i p a t i o n  a t  a  m i n i m u m  r e q u i r e d ;

b)  20% b a n k  p a r t i c i p a t i o n  f o r  m o r a l  o b l i g a t i o n  o n
l o a n s  o v e r  $1 m i l l i o n  r e q u i r e d ;

c )  n o  m o r a l  o b l i g a t i o n  o n  l o a n s  o v e r  $10 m i l l i o n ;

d) m a x im u m  l o a n  i s  $7 ,500 ,000  o r  75% o f  p r o j e c t  c o s t s ;

e)  A ID A  t o  e s t a b l i s h  i n c o m e  l i m i t s  f o r  p r o j e c t  a p p l i ­
c a n t s  f o r  l o a n s  p u r c h a s e d  f r o m  b o n d  p r o c e e d s ;

4 . s m a l l  e n t e r p r i s e  a c c o u n t  w i l l  u s e  A ID A  a s s e t s  a n d  c a s h  
f l o w  t o  p u r c h a s e  l o a n s  f o r :

a) w o r k i n g  c a p i t a l ,  i n v e n t o r y ,  a n d  r e f i n a n c i n g  u p  t o  
$500,000 w h i c h  a r e  f e d e r a l l y  g u a r a n t e e d ;  t h e  i n t e r e s t  
r a t e  i s  t h e  t a x - e x e m p t  r a t e ;

b) n e w  m u l t i - f a m i l y  r e n t a l  a n d  c o o p e r a t i v e  h o u s i n g  o f  
t h r e e  o r  m o r e  u n i t s  u p  t o  $50,000 p e r  u n i t  o r  
$3 ,000 ,000  p e r  p r o j e c t ;  t h e  i n t e r e s t  r a t e  i s  1% 
g r e a t e r  t h a n  t h e  " R o g e r s  r a t c h e t " ;

c )  o t h e r  s m a l l  e n t e r p r i s e  p r o j e c t s  a t  t h e  t a x - e x e m p t  
r a t e ;
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d) l e t t e r  o f  i n t e n t  g i v i n g  w o r k i n g  c a p i t a l  a n d  
i n v e n t o r y  l o a n s  f i r s t  p r i o r i t y  o n  $2 m i l l i o n  
c a s h  f l o w  f r o m  e x i s t i n g  A ID A  a s s e t s  a n d  
a l l o c a t i n g  30% t h e r e o f  t o  s u c h  l o a n s  w h i c h  
a r e  l e s s  t h a n  $100,000?

e)  d e f i n i t i o n  o f  " s m a l l  e n t e r p r i s e "  i n c l u d e s  t e l e ­
c o m m u n i c a t i o n s  u t i l i t i e s  w i t h  g r o s s  i n c o m e  l e s s  
t h a n  $20 ,000 ,000 ;

N o n c o n f o r m i n g  L o a n s

1 .  c o n s t r u c t i o n  l o a n s  o n l y  t o  i n t e n d e d  o c c u p a n t s ;

2. n o  m o r e  t h a n  20% o f  n o n c o n f o r m i n g  l o a n s  m a y  b e  i n  
u r b a n  a r e a s ;

3. i n t e r e s t  r a t e s  e q u a l  t o  t h e  " R o g e r s  r a t c h e t "  ( i n  
e f f e c t  n o  s u b s i d y  f o r  a m o u n t s  g r e a t e r  t h a n  $90,000)' ;

4 . h i g h e r  s e r v i c i n g  f e e s  a r e  t o  b e  p a i d  f o r  l o a n s  i n  
r u r a l  a r e a s ;

5 . i n t e n t  t h a t  C&RA o r i g i n a t e  l o a n s  o n l y  i f  t h e r e  i s
a  d e m o n s t r a t e d  l a c k  o f  s e r v i c e  a v a i l a b l e  p r i o r  t o  J a n u a r y  1982

6. i n t e n t  t h a t  a p p r o v e d  b u s i n e s s  l o a n s  b e  p r o c e s s e d  
t o  c o m p l e t i o n  b e y o n d  FY  81 (HCR 40) ;

A p p r o p r i a t i o n s  

. 1 .  r e d u c e  n o n c o n f o r m i n g  l o a n s  t o  $40 m i l l i o n ; .

2 .  i n c r e a s e  AHFC  r u r a l  m o r t g a g e  l o a n s  t o  $20 m i l l i o n ;

3 . a p p r o p r i a t e  $20 m i l l i o n  t o  A ID A  f o r  m u l t i - f a m i l y  
hOUr>i ?ig ;

4. a l l o c a t e  $20 m i l l i o n  o f  t h e  AHFC  s p e c i a l  m o r t g a g e  
l o a n  p u r c h a s e  p r o g r a m  t o  s e c o n d  m o r t g a g e s  f o r  h o m e  i m p r o v e ­
m e n t .



FISCAL NOTE.

I. REQUEST
Bill/Resolution No. HCSCSSB 148 (Finance a m )  _
Title An A c t  relating to housing loans and providing for an effect date 
Requested bv Legislative Finance___________________________ Date____________________

T H E  LEGISLATURE O F  T H E  STATE O F  A L A S K A
* y  t w e l f t h  l e g i s l a t u r e

II. FISCAL DETAIL
Agency Affected Community & R e g io n a l A f f a ir s ____________________________
Program Category Affected H ous in g  A s s is ta n c e  D iv is io n ._____________________
BRU, Program, or Subprogram(s) Affected Non-Conform incr Loans__________________
(Note: If more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

FY 81 FY 82 FY 83 FY 84 FY .85 FY 86
100 PERSONAL SERVICES 70. 0
200 TRAVEL
300 CONTRACTUAL 100 . 0
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS. ETC.

T O T A L

FUNDING (Thousands of Dollars)

GENERAL FUND 170. 0
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

FULL TIME 2
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
Sec. 44.47.395/ of Senate Bill 148 established the Operating Loss Reserve 
Account, and it is recommended that $100,000 be appropriated for this 
fund. The funding would be used for the specifice purpose of renovation 
and repair on foreclosed properties. This account is to be continued from 
year to year.

Two additional positions are requested to be located in the Anchorage Office:

1 position is for a Loan Closing Clerk responsible for reviewing loan 
documents, obtaining title policies, insurance policies, and recording 
loan documents to provide expeditious closing of loans.

IV. h a t f . 6/22/81_____________PRFFARF.n Rv  Sue Lowell (Deputy director)_________
AGENCY Community & R e g io n a l A f f a ir s ,  D iv is io n  o f  

Original^Lefislative Finance PHONE 272-4585 H ous ing  A s s is ta n c e
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/80)



T h e  s e c o n d  p o s i t i o n  i s  a n  A c c o u n t i n g  T e c h n i c i a n ,  t o  a c c o u n t  f o r  
t h e  d i s b u r s e m e n t  o f  l o a n  f u n d s  a n d  t o  a c c o u n t  f o r  a n d  m o n i t o r  
p h a s e d  l o a n  d i s b u r s e m e n t s ,  f o r  d i r e c t  l o a n s ,  c o n s t r u c t i o n  l o a n s  
b u i l d i n g  m a t e r i a l  l o a n s  a n d  r e p a i r  a n d  r e n o v a t i o n  l o a n s .



Original sponsor: Mulcahy Offered: 6/9/81
Referred: Rules

IN THE SENATE BY THE FINANCE C O MMITTEE

H O U S E  CS FOR CS FOR S ENATE BILL NO. 148 (Finance)

IN THE LE G I S L A T U R E  OF THE STATE OF A L A S K A  

TW E L F T H  L E G I S L A T U R E  - FIRST SESSION 

A BILL

For an Act entitled: "An Act relat i n g  to state loan programs under the

Alaska H o u s i n g  Finance Corporation, the Department of

Community and Regi o n a l  Affairs, and the A l auka I n d u s­

trial D evelopment Authority; and pro v i d i n g  for an

effective date."

BE IT ENACTED BY T HE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 18.56.040 is amended to read:

Sec. 18.56.040. MEETINGS OF BOARD. (a± T he b o a r d  shall elect a

chairman f r o m  among its m e m b e r s h i p  at its annual [FIRST] m e e t i n g  [IN]

each year. A majo r i t y  of the members constitute a q u o r u m  for o r g a nizing

the board, conducting its business and e x e r c i s i n g  the powers of the 

corporation. The board shall meet at the call of its. chairman. The 

b o a r d  shall meet not less than once each three months.

(b) The board m a y  meet and transact business by electronic me d i a

if

(1) public notice of the time and locations where the m e e t i n g  

will be held by electronic m e d i a  has bee n  gi v e n  in the same manner as

if the m e e ting were hel d  in a single location;

(2) participants and m e m bers of the p ublic in attendance can

hear and have the same right to p a r t i c i p a t e  in the m e e ting as if the

m e e t i n g  were conducted ir person; and

(3) copies of per t i n e n t  r e f e r e n c e  materials, statutes, r e g u­

lations. and audio-visual m aterials are r e a s o n a b l y  available to p a r t i­

cipants and to the public.

-1- HCS CSSB 148(Fin)
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(c) A m e e t i n g  by electronic m e d i a  as p r o v i d e d  In this s e c tion has 

the same legal effect: as a m e e t i n g  in person.

* Sec. 2. AS 18.56.096 is amended to read:

Sec. 18.56.096. L I M I T A T I O N  ON P O W E R  TO M A K E  OR PURCHASE M O R T G A G E  

LOANS. The c o r p o r a t i o n  m ay not make, p a r t i c i p a t e  in the m a k i n g  of, 

purchase, or pa r t i c i p a t e  in the p u r c h a s e  of

(1) a first mortg a g e  loan u n d e r  this chapter that [WHICH] 

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

N a t i o n a l  Mort g a g e  A s s o c i a t i o n  as to p r i n c i p a l  amount and loan-to-value 

r a t i o ; or [,]

(2) a second mortgage loan the a mount of which, w h e n  combined 

w i t h  the principal balai.ce of a first m o r t g a g e  loan on the property, 

exceeds ..tie l i m itation on the amount set out in (1) of this section or 

whi ch  has a loan-to-value ratio w h e n  c o n s i d e r e d  w i t h  the principal b a l­

ance of the first mortgage loan, that exceeds 90 p e r c e n t .

* Sec. 3. AS 18.56.098(a) is a m e n d e d  to read:

(a) The corpor a t i o n  shall e s t a b l i s h  a special mort g a g e  loan 

p urc h a s e  program. Under the special m o r t g a g e  loan purchase program, 

the c o r p o r a t i o n  may purchase first or s e c o n d  m o r t g a g e  l o a n s , including 

g r a d u a t e d  payment mortgage loans, ma d e  [ (1> ] for the p u r c h a s e , i m p r o v e­

ment, or r e h a b i l i t a t i o n  of r e s idences [j OR (2) FOR T H E  R E F I N A N C I N G  OF 

A M O R T G A G E  L O A N  ON A  R E SIDENCE IF THE P U R P O S E  OF THE RE F I N A N C I N G  IS TO 

P R O V I D E  MONEY FOR THE I M P R O VEMENT OR R E H A B I L I T A T I O N  OF T HE RESIDENCE].

* Sec. 4. AS 18.56.098(c) is a m e nded to read:

(c) The corpor a t i o n  may pledge m o r t g a g e  loans pur c h a s e d  b y  the 

c o r p o r a t i o n  under (a) of this section, m o r t g a g e  loans assigned to the 

c o r p o r a t i o n  for the special mort g a g e  loan p u r c h a s e  program, and mortgage 

loans purc h a s e d  wit h  amounts a p p r o p r i a t e d  to the c o r p o r a t i o n  for the 

special m o r t g a g e  loan purchase p r o g r a m  to p ay the principal, interest,

-2- H CS CSSB 1 4 8 (Fin)
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and r e d e m p t i o n  premium, if any, on bonds or bon d  a n t i c i p a t i o n  notes 

issued by the corpor a t i o n  for the special m o r t g a g e  loan purc h a s e  p r o­

g r a m  a nd m a y  expend amounts approp r i a t e d  to the s p e c i al mort g a g e  loan 

p u r c h a s e  p r o g r a m  for mort g a g e  loan subsidies or other purposes of the 

p r o g r a m  as n e c e s s a r y  to cause the interest rate on mort g a g e  loans p u r­

chased under the special mort g a g e  loan purc h a s e  p r o g r a m  and r e t a i n e d  

b y  the c o r p o r a t i o n  or sold under AS 18.56.099 to equal the rates s p e c i­

fied in this s e c t i o n .

* Sec. 5. AS 18.56.098(d) is repe a l e d  a nd ree n a c t e d  to read:

(d) The co r p o r a t i o n  shall esta b l i s h  the interest rate on a m o r t­

gage loan p u r c h a s e d  un d e r  (a) of this s e c tion in acc o r d a n c e  w i t h  the 

following:

(1) The interest rate on the first $90,000 of a mortgage 

loan p u r c h a s e d  w i t h  the proceeds of the first issue of taxable bonds of 

the c o r p o r a t i o n  is 10 p e r cent or the cost of funds, w h i c h e v e r  is less.

(2) The interest rate on the first $90,000 of a m o r t g a g e  

loan pur c h a s e d  wit h  the proceeds of a second or subsequent issue of 

taxable bonds of the c o r p o r a t i o n  shall be de t e r m i n e d  as follows:

(A) If the cost of funds of an issue of taxable bonds 

is mo r e  than the cost of funds of the prec e d i n g  issue of taxable 

bonds, the interest rate shall be increased b y  an amount equal to 

the difference b e t w e e n  the cost of funds of the two bo n d  issues.

(B) E xcept as p r o v i d e d  in (C) and (D) of this p a r a g r a p h  

and (4) of this subsection, the interest rate m a y  not be less than 

10 percent and m a y  not be reduced.

(C) If the d i f f erence b e t w e e n  the cost of funds of an 

issue of taxable bonds and the interest rate es t a b l i s h e d  for a 

m o r t g a g e  loan pur c h a s e d  w i t h  the proceeds of the previous issue 

w o u l d  be equal to or less than three percent under the provisions

-3- HCS CSSB 148(Fin)
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of (B) of this paragraph, the interest rate on mort g a g e  loans 

p u r c h a s e d  w i t h  the proceeds of that taxable b o n d  issue a nd s u b s e­

quent taxable b o n d  issues is three p e r c e n t  less than the cost of 

funds of the taxable b o n d  issue that is u s e d  to purch a s e  the 

m o r t g a g e  loan.

(D) T h e  interest rate on a m o r t g a g e  loan p u r c h a s e d  wit h  

the proceeds of a taxable b o n d  issue m a  not be less th a n  10 

pe r c e n t  unless the cost of funds of the taxable bo n d  issue is less 

t h a n  10 percent, in w h i c h  case the interest on a m o r t g a g e  loan 

p u r c h a s e d  w i t h  the proceeds of a taxable b o n d  issue is equal to 

the cost of funds.

(3) If the c o r p o r a t i o n  does not issue taxable bonds, the 

interest rate on the first $90,000 of a m o r t g a g e  loan p u r c h a s e d  under

(a) of this s e c tion m a y  not exceed 10 percent.

(4) An interest rate d e t e r m i n e d  under this s u b section shall 

be  r e d uced b y  one p e r c e n t a g e  point if the loan is m a d e  to an eligible 

v e t e r a n  under AS 18.56.101.

(5) T he interest rate for the a mount of a m o r t g a g e  loan 

p u r c h a s e d  under (a) of this s e c tion that e x c eeda $90,000 is equal to 

the cost of funds to the c o r p o r a t i o n  a t t r i b u t a b l e  to that part of the 

loan.

(6) If a s econd mort g a g e  is p u r c h a s e d  un d e r  (a) of this 

section, the e x i s t i n g  u n a m o r t i z e d  loan amount of the first mort g a g e  

shall be s u b t racted f r o m  $90,000 to det e r m i n e  the amount of the loan 

that is eligible for an interest rate d e t e r m i n e d  under (1) - (4) of 

this subsection.

(7) The interest rate o n  a m o r t g a g e  loan p u r c h a s e d  fro m  

m o n e y  a p p r o p r i a t e d  to the c o r p o r a t i o n  is the rate the c o r p o ration 

determines is ap p r o p r i a t e  b y  a p p l i c a t i o n  of the p r o v isions of (1) - (5)
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of this subsection.

(8) T he interest rate on a m o r t g a g e  loan p u r c h a s e d  fro m  the 

proceeds of bonds that are exempt f r o m  t a x a t i o n  un d e r  the Mort g a g e  

S u b s i d y  Bond T a x  Act of 1980 (26 U.S.C. 103A) is 10 p e r cent or the cost

of the funds, w h i c h e v e r  is less, unless a h i g h e r  or lower interest rate

is required to be e s t a b l i s h e d  un d e r  the M o r t g a g e  S u b s i d y  Bond T a x  Act.

(9) In this sub s e c t i o n

(A) "cost of funds" means the true interest cost e x­

pressed as a rate on bonds of the c o r p o r a t i o n  plus an additional

percentage as d e t ermined b y  the c o r p o r a t i o n  to represent the 

expenses of operation, costs of issuance, and m o r t g a g e  servicingj

(B) "taxable bonds" means bonds b e a r i n g  interest that 

is taxable under the p r o v isions of the M o r t g a g e  Subsidy Bond Tax 

Act of 1980 (26 U.S.C. 1 0 3 A ) .

Sec. 6. AS 18.56.098(e) is a m e n d e d  to read:

(e) The c o r p o r a t i o n  shall e s t a b l i s h  r egulations in accordance 

wit h  AS 1 8 .56.088 to implement the special m o r t g a g e  loan purchase 

program. The [IN OR D E R  TO DI S C O U R A G E  T HE SPECUL A T I V E  USE OF MORTGAGE 

CR E D I T  UNDER THE S P E CIAL M O R T G A G E  LOA N  PURCHASE P R O G R A M  FOR PURPOSES 

O T H E R  THAN HOME OWNERSHIP, THE] re g u l a t i o n s  shall include provisions 

allowing, prohibiting, or r e s t r i c t i n g  [OTHERWISE SETTING CONDITIONS ON] 

the right to assume or the right to provide for the payment of mortgage 

loans p u r c h a s e d  under (a) of this s e c tion b y  a p e rson other than the 

mortgagor. A p r o v i s i o n  in a mortg a g e  loan pur c h a s e d  by the corporation 

w h i c h  prohibits or restricts the right to assume or the right to p r o­

vide  for the payment of mort g a g e  loans is enforceable. The c o r p o r a­

tion shall enforce the regulations a d o pted under this s u b s e c t i o n .

Sec. 7. AS 18.56 is amended by a dding a n ew section to read:

Sec. 18.56.104. ALLOCATION OF T A X - E X E M P T  BONDS. (a) Pursuant to

-5- HCS CSSB 1 4 8 (Fin)
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sec. 103A(g)(6) of the Mortgage S u b sidy Bond T a x  Act of 1980 (26 U.S.C. 

103A) the amount of mort g a g e  revenue bonds that m a y  be i s s u e d  in the 

state under sec. 103A(g)(4) of that Act is a l l o c a t e d  s o l e l y  to the 

corporation. A m u n i c i p a l i t y  m a y  not issue m o r t g a g e  r e v enue bonds under 

sec. 103A(g)(4) of the Mort g a g e  S u b s i d y  Bond T a x  Act of 1980 unless 

p e r m i t t e d  to do so by the corporation. The amount of m o r t g a g e  revenue 

bonds issued b y  a m u n i c i p a l i t y  under sec. 103A(g)(4) of the Mortgage 

Subsidy Bon d  T a x  Act of 1980 with the p e r m i s s i o n  of the co r p o r a t i o n  

shall be deducted from the total amount p e r m i t t e d  by that Act.

(b) The pr o v i s i o n s  of this s e c tion apply to ho m e  rule m u n i c i p a l i­

ties .

* Sec. 8. AS 18.56 is amended by adding a n e w  sectf <n to read:

Sec. 18.56.107. L O A N  SERVICE FEES FOR RU R A L  AREAS. L o a n  service

fees charged for a loan made or p u r c h a s e d  in a rural area w i t h  money 

rece i v e d  by the c o r p o r a t i o n  after J u l y  1, 1981, shall be h igher than 

loan service fees charged for other loans mad e  or pur c h a s e d  b y  the 

corporation.

* Sec. 9. AS 18.56.110 is amended b y  adding a n ew sub s e c t i o n  to read:

(g) N o t w i t h s t a n d i n g  AS 18.56.090(12) and (a) of this section, the

co r p o r a t i o n  m a y  not issue b o n d s , other than r e f u n d i n g  b o n d s , in any 

12-month p e r i o d  b e g i n n i n g  after Jun e  30, 1982, in a n  amount that exceeds 

the amount of bonds a u t horized to be issued d uring the p r e c e d i n g  12- 

m o n t h  period, unless a different amount is a u t h o r i z e d  by the l e g i s l a­

ture.

* Sec. 10. AS 18.56.200(c) is a m e nded to read:

(c) The c o r p o r a t i o n  shall include in its annual report under (b) 

of this s e c t i o n  an estimade of the investment acti v i t y  of the c o r p o r a­

tion  in m o r t g a g e  loans under this chapter for the f o l l o w i n g  12-month 

p eriod and an estimate of the amount of bonds to be issued for the

-6- HCS CSSB 148(?in)
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investments. [NOTWITHSTANDING AS 18.56.090(12) O R  18.56.110(a), THE 

CO R P O R A T I O N  M AY N O T  ISSUE BONDS OTHER THAN R E F U N D I N G  BONDS DURING ANY 

12-MONTH P E R I O D  B E GINNING AFTER JUN E  30, 1981, IN AN A M O U N T  TH A T  EXCEEDS 

THE AMOUNT A P P R O V E D  BY L A W  FOR THAT 12-MONTH PERIOD.]

* Sec. 11. AS 18.56.200 is amended by adding a n e w  s u b s e c t i o n  to read:

(d) The c o r p o r a t i o n  shall include in its annual report under (b) 

of this section a summary of its efforts to implement a p r o g r a m  to e x­

tend the o p e r a t i o n  of the loan programs au t h o r i z e d  under this chapter 

to communities w i t h  populations of less than 15,000.

* Sec. 12. AS 18.56.210 is amended by a d ding a n e w  p a r a g r a p h  to read:

(13) "bond" or "obligation" means a b o n d  or note of the

corporation or a m o r t g a g e  p a r t i c i p a t i o n  certif ' c a t e  issued w i t h  respect 

to mortgages of the corporation.

* Sec. 13. AS 44. 4 7 . 3 7 0  is amended by a dding a n e w  p a r a g r a p h  to read:

(8) orig i n a t e  and service direct loans made for c o n s t r u c­

tion, purchase, renovation, or improvements and b u i l d i n g  materials, for 

n o n c onforming h o u s i n g  made to qualified buyers in a c c o rdance wi t h  

AS 44.47.360 - 44.47.560.

* Sec. 14. AS 44. 4 7 . 3 8 0  is amended to read:

Sec. 44.47.380. NONCO N F O R M I N G  H O U SING LOAN FUND. There is created 

in the Department of Community and Regional Affairs the n o n c onforming 

h o u s i n g  loan fund consisting of money a p p r o p r i a t e d  to it by the legis­

lature. The director shall administer the n o n c o n f o r m i n g  h o u s i n g  loan

fund in a c c ordance w i t h  AS 44,47.360 - 4 4 .47.560 and shall use the 

mo n e y  in the n o n c o n f o i m i n g  h o u sing loan fund to o r i g i n a t e , p u r c h a s e ^  or 

participate in the purchase of

(1) n o n c o n f o r m i n g  housing mortgage loans;

(2) loans mad e  for building materials for nonco n f o r m i n g

housing;

-7- HCS CSSB 148(Fin)



(3) loans made for renovations or improvements to n o n c o n­

forming h o u s i n g ^

(4) loans made for the constr u c t i o n  of n o n c o n f o r m i n g  owner- 

occupied h o u s i n g  other than loans to builders or c o n t r a c t o r s .

* Sec. 15. AS 44.47 is amended by adding a n e w  section to read:

Sec. 4*.47.385. E L I G I B L E  LOCATIONS. (a) The director m a y  m a k e  

loans from the n o n c o n f o r m i n g  h o u s i n g  loan fund onl y  for n o n c o n f o r m i n g  

housing loans to qua l i f i e d  b u yers for nonco n f o r m i n g  housing.

(b) Not more than 20 percent of the total principal amount of 

loans made for n o n c o n f o r m i n g  h o u s i n g  m a y  be mad e  in cities of o r g a n i z e d  

boroughs and service areas of u n i f i e d  m u n i c i palities where the p o p u l a­

tion of the city or service area exceeds 3,500.

(c) For purposes of (b) of this section, p o p u l a t i o n  shall be d e­

termined with r e ference to the 1980 p r e l i m i n a r y  census report as p u b­

lished in "Alaska 1980 P o p u l ation" a n d  released J a n u a r y  1, 1981, by the 

Department of Labor.

(d) In al l o c a t i n g  m o n e y  under (b) of this subsection, if a ho m e  

proposed for f i n a n c i n g  is in more than one service area, that h o m e  

shall be considered to be in the service area w i t h  the smallest p o p u l a­

tion.

* Sec. 16. AS 4 4 .47.390 is a m e n d e d  to read:

Sec. 44.47.390. L I M I T A T I O N S  ON USE OF N O N C O N F O R M I N G  H O U S I N G  L O A N  

FUND. T he director m a y  not u se the m o n e y  in the n o n c o n f o r m i n g  h o u s i n g  

loan fund to

(1) o r iginate a direct loan or purch a s e  or p a r t i c i p a t e  in 

the purchase of a n o n c o n f o r m i n g  h o u s i n g  mortg a g e  loan w h i c h  exceeds 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 Nati o n a l  M o r t g a g e  

As s o c i a t i o n  as to prin c i p a l  amount or loan-to-value r a t i o ;

(2) o r iginate a direct loan or p u r c h a s e  or p a r t i c i p a t e  in
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the purchase of a loan ma d e  for b u i l d i n g  m aterials for n o n c o n f o r m i n g  

h o u s i n g

(A) w h i c h  exceeds $45,000 or exceeds

(i) 80 p e r cent of the a p p r a i s e d  va l u e  of the w o r k

c o mpleted on the n o n c o n f o r m i n g  h o u sing for w h i c h  the loan is made 

if the n o n c o n f o r m i n g  h o u s i n g  is p l e d g e d  as collateral for the 

loan; or

(il) 80 p e r cent of the value of other p r o p e r t y  

w h i c h  is p l e d g e d  as secu r i t y  for the loan and w h i c h  is s a t i s­

factory to the director as collateral;

(B) unless the terms of the loan a g reement r e q uire

inspections and certifications, as required b y  regula t i o n s  of the 

divector, at the expense of the borrower; and

(C) unless the p eriod of time allowed for repa y m e n t  of

the loan is equal to or less th a n  15 years [THE L E S S E R  OF

(i) TH R E E  YEARS; OR

(ii) THE M A X I M U M  PERIOD OF TIM E  E S T A B L I S H E D  BY 

R E G U L A T I O N  BY T HE D I R E C T O R  BASED ON THE P R E V A I L I N G  PRACTICE AMONG 

P R I VATE F INANCIAL I N S TITUTIONS IN THE G E N E R A L  AR E A  IN W H I C H  THE 

LOA N  IS MADE FOR LOANS FOR THE PURC H A S E  OF B U I L D I N G  MATERIALS];

(3) o r i g i n a t e  direct loans or purc h a s e  or p a r t i c i p a t e  in the 

purchase of a n o n c o n f o r m i n g  h o u s i n g  mort g a g e  loan w h i c h  is s e c ured by 

real prop e r t y  the m a r k e t a b l e  title to w h i c h  is shown in accordance wi t h  

AS 44.47.420(b)(2) if the total amount of o u t s t a n d i n g  n o n c o n f o r m i n g  

h o u s i n g  mort g a g e  loans h e l d  b y  the divi s i o n  exceeds 10 times the amount 

of money in the r e s t r i c t e d  title loss reserve account (AS 44.47.430) [;

(4) PURCHASE OR PA R T I C I P A T E  IN THE PURCHASE O F  CONSTR U C T I O N

L O A N S ].

* Sec. 17. AS 44.47 is amended by adding a n e w  s e c t i o n  to read:
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Sec. 44.47.395. O PERATING LOSS R E S E R V E  ACCOUNT. (a) Th e r e  is 

es t a b l i s h e d  an operating loss reserve account for the purpose of m e e t­

ing legal expenses incurred through the f oreclosure of pr o p e r t i e s  

acqu i r e d  b y  the director under AS 44.47.370(6) and m a k i n g  repairs to 

these properties so that they m a y  be sold to n e w  buyers.

(b) The ope r a t i n g  reserve loss account consists of m o n e y  a p p r o­

pri a t e d  b y  the legislature. To the extent that m o n e y  is pa i d  out of 

the o p erating loss reserve account for the purposes stated in this 

section, this m o n e y  shall be repl a c e d  w i t h  mo n e y  received as inte r e s t  

on loans authorized b y  this chapter.

* Sec. 18. AS 44.47.400 is amended to read:

Sec. 44.47.400. SECURITY FOR LOANS. (a) The director shall 

adopt regulations in accordance w i t h  the A d m i n i strative P r o c e d u r e  Act 

(AS 44.62) establishing ac c e p t a b l e  security for loans o r i g i n a t e d  or 

pu r c h a s e d  in whole or in part under AS 44.47.380.

(b) A pers^. ' lay p ledge as security for the repayment c." a loan 

o r i g i r a. °.d or purc h a s e d  in whole or in part under AS 4 4 .47.380 a p r e­

ference right he holds to receive title to land he occupies as a p r i­

mary  place of residence, p r i m a r y  place of business, s ubsistence c a m p­

site, or as h e adquarters for reindeer husbandry. The pre f e r e n c e  right 

m u s t  be conveyed to the p e r s o n  by the N a t i v e  corpor a t i o n  to w h i c h  the 

land was g r a nted under s e c tion 14 of the A l a s k a  N a tive Claims Se t t l e m e n t  

Act (85 Stat. 688, 43 U.S.C. secs. 1601 - 1626, as amended b y  P.L.

94-204) b e fore if. m a y  be p l e d g e d  as security under this subsection.

The commissioner of community and regional affairs shall pres c r i b e  

procedures and standard forms for estabishing, pledging, a nd a p p r a i s i n g  

the value of a preference right h e l d  by a p e r s o n  to secure the r e payment 

of a loan originated or p u r c h a s e d  in whole or in part under AS 44.-

47.380.
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Se c . 19. AS 44.47.410 i s  r e p e a le d  and r e e n a c t e d  to  read :
S e c . 44.47.410. INTEREST ON LOANS. The i n t e r e s t  r a t e  on a m o r t ­

gage lo a n  o r i g i n a t e d  o r  p u rc h as ed  i n  w ho le  o r  i n  p a r t  u nd e r  AS 44.-

47.380 i s  e q u a l to  t h e  i n t e r e s t  r a t e ,  as d e te rm in e d  unde r AS 18.56.098-

(d)(1) - (5), on t mortgage lo a n  p u rc h a s ed  u nde r  AS 18.56.098(d) from  

th e  p ro ceeds  o f  t h e  most r e c e n t  i s s u e  o f  t a x a b le  bonds b e f o r e  th e  

mortgage lo a n  o r i g i n a t e d  o r  p.-rf-based u nd e r  AS 44.47.380.

S e c . 20. AS 44.47.420(a) i s  am ta ie d  to  re ad :

(a) B e fo re  th e  d i r e c t o r  o r i g i n a t e s  o r  p u rc h a s e s  a n o n co n fo rm in g  

h o u s in g  mortgage lo a n  i n  w ho le  o r  i n  p a r t ,  t h e  d i r e c t o r  may r e q u i r e  a 

bo r row e r  to  show m a rk e ta b le  t i t l e  t o  r e a l  p r o p e r t y  o f f e r e d  as s e c u r i t y  

f o r  th e  lo a n  t o  be p u r c h a s e d .

S e c .  21. AS 44.47.430(b) i s  amended to  read :

(b) The d i r e c t o r  may w ith d raw  money from  th e  r e s t r i c t e d  t i t l e

lo s s  r e s e r v e  a c co u n t  i n  an amount e q u a l to  t h e  lo s s  to  th e  d i v i s i o n  on 

a n o n co n fo rm in g  h o u s in g  mortgage lo a n  o r i g i n a t e d  o r  p u rch a s ed  i n  w ho le  

o r  i n  p a r t  by th e  d i v i s i o n  i f  m a rk e ta b le  t i t l e  t o  th e  r e a l  p r o p e r t y  

used to  s e cu re  th e  lo a n  was shown i n  a c co rd a n ce  w i t h  AS 44.47.420(b)(2). 

Money w ith d raw n  from  th e  r e s t r i c t e d  t i t l e  lo s s  r e s e r v e  a c c o u n t  unde r 

t h i s  s e c t i o n  s h a l l  be d e p o s i t e d  i n  th e  n o n co n fo rm in g  h o u s in g  lo a n  f u n d .  

S e c . 22. AS 44.47.460 i s  amended to  read :

S e c . 44.47.460. LOAN SERVIC ING . (a) B e fo re  p u r c h a s in g  o r  p a r ­

t i c i p a t i n g  i n  th e  p u rc h a s e  o f  a lo a n ,  t h e  d i r e c t o r  s h a l l  e n t e r  i n t o  a 

lo a n  s e r v i c i n g  agreement w i t h  th e  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  from  

w h ic h  th e  lo a n  i s  to  be p u r c h a s ed .

(b) The d i r e c t o r  may e x e c u t e  s e r v i c e  agreements w i t h  p r i v a t e  

l e n d in g  i n s t i t u t i o n s  t o  s e r v i c e  lo a n s  o r i g i n a t e d  by th e  d i v i s i o n .

(c) Under th e  s e r v i c i n g  a g reem en t , th e  p r i v a t e  f i n a n c i a l  i n s t i ­
t u t i o n  s h a l l  a d m in is t e r  th e  lo a n  and may cha rg e  th e  d i v i s i o n  a n e g o t i-
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B B W M i m
■

: y : * - V?1:

a te d  f e e  on th e  d i v i s i o n ' s  sha re  o f  th e  lo a n .  When a p p r o p r ia t e ,  th e  

[THE] p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  may a l s o  cha rg e  th e  bo rrow e r a 

r e a s o n a b le  o r i g i n a t o r  f e e  n o t  t o  exceed  one p e r c e n t .

(d) Loan s e r v i c i n g  agreements e n t e r e d  i n t o  unde r t h i s  s e c t i o n  

s h a l l  p r o v id e  f o r  h ig h e r  fe e s  f o r  lo a n s  made f o r  n o n co n fo rm in g  h o u s in g  

lo c a t e d  o u t s id e  o f  c i t i e s  o f  o r g a n iz e d  bo roughs  and s e r v i c e  a reas  o f  

u n i f i e d  m u n i c i p a l i t i e s  t h a t  have  a p o p u l a t i o n  i n  ex cess  o f  3,500, t h a n  

f o r  o t h e r  lo a n s  made f o r  n o n co n fo rm in g  h o u s in g .

* S e c . 23. AS 44.47.470 i s  amended to  re ad :

S e c . 44.47.470. APPRAISALS. B e fo re  o r i g i n a t i n g  or  p u r c h a s in g  or 

p a r t i c i p a t i n g  i n  t h e  p u rc has e  o f  a n o n co n fo rm in g  h o u s in g  mortgage lo a n ,  

t h e  d i r e c t o r  may have  o r  may r e q u i r e  t h e  bo r row e r  t o  have  an a p p r a i s a l  

made o f  t h e  f a i r  market v a lu e  o f  t h e  r e a l  p r o p e r t y ,  i n c l u d i n g  s t r u c ­

t u r e s  on th e  r e a l  p r o p e r t y ,  f o r  w h ic h  th e  lo a n  i s  made. I n  c o n d u c t in g  

an a p p r a i s a l  u nde r t h i s  s e c t i o n ,  t h e  a p p r a is e r  s h a l l  g i v e  f u l l  v a l u e  to  

i n s u l a t i o n  and o th e r  f e a t u r e s  o f  c o n s t r u c t i o n  i n  s t r u c t u r e s  on th e  r e a l  

p r o p e r t y  w h ic h  add to  th e  e n e rg y  e f f i c i e n c y  o f  t h e  s t r u c t u r e s .

* S e c . 24. AS 44.47.490 i s  amended to  re a d :

S e c . 44.47.490. ASSISTANCE BY D IV IS ION  PERSONNEL. (a) The 

d i r e c t o r  may e s t a b l i s h  f i e l d  o f f i c e s  u n d e r  t h i s  c h a p t e r ,  may [SHALL] 

h i r e  [AT LEAST] one or more l e n d i n g  o f f i c e r s , [OFFICER, and na y  [SHALL] 

c o n t r a c t  f o r  t h e  s e r v i c e s  o f

(1) r e a l  p r o p e r t y  a p p r a is e r s  who a re  f a m i l i a r  w i t h  r u r a l  

c o n s t r u c t i o n ;  and

(2) e n g in e e r s  who a re  f a m i l i a r  w i t h  e n g in e e r i n g  p ro b lem s i n  

a r c t i c  and s u b a r c t i c  r e g io n s .

(b) The p e r s o n n e l  d e s c r ib e d  i n  (a) o f  t h i s  s e c t i o n  s h a l l  make 
r e g u la r  v i s i t s  to  each  o f  th e  r e g io n s  e s t a b l i s h e d  unde r AS 44.47.510(a) 
to  p r o v id e  p r e c o n s t r u c t io n  and p o s t- c o n s t r u c t io n  in s p e c t i o n s  o f  r e a l
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p r o p e r t y  f o r  w h ic h  lo a n s  a re  o r i g i n a t e d  o r  p u rc h a s ed  by  th e  d i v i s i o n  i n  

w h o le  o r  i n  p a r t  u nde r AS 44.47.380 and t o  p r o v id e  a s s is t a n c e  t o  p r i v a t e  

f i n a n c i a l  i n s t i t u t i o n s  and t h e i r  b o r row e rs  i n  t h e  r e g io n s .  A u t h o r i t y  

f o r  f i n a l  a p p r o v a l  o f  lo a n s  may n o t  be e x e r c i s e d  by th e  p e r s o n n e l  des ­

c r i b e d  i n  t h i s  s e c t i o n .

*  S e c . 25. AS 44.47.510(b) i s  amended to  re ad :

(b) U n le s s  o t h e rw is e  r e q u i r e d  by an a p p r o p r i a t i o n ,  t h e  d i r e c t o r

s h a l l  a l l o c a t e  th e  money i n  t h e  n o n co n fo rm in g  h o u s in g  lo a n  fu nd  among 

th e  r e g io n s  e s t a b l i s h e d  u nd e r  (a) o f  t h i s  s a c t i o n  f o r  th e  pu rpose  o f  

o r i g i n a t i n g  o r p u r c h a s in g  each  ty p e  o f  lo a n  d e s c r ib e d  i n  AS 44.47.380. 

I n  mak ing an a l l o c a t i o n  unde r t h i s  s u b s e c t io n ,  t h e  d i r e c t o r  s h a l l  

c o n s id e r  t h e  p a s t  and p o t e n t i a l  l e n d i n g  a c t i v i t y  o f  p r i v a t e  f i n a n c i a l  

i n s t i t u t i o n s  i n  th e  r e g io n  as w e l l  as th e  need f o r  lo a n s  i n  th e  r e g io n .  

The d i r e c t o r  may r e a l l o c a t e  th e  money among th e  r e g io n s  as h e  c o n s id e r s  

n e c e s s a r y .

* S e c . 26. AS 44.88.010 i s  amended to  read :

S e c . 44.88.010. LEGISLATIVE FINDING AND POLICY. (a) The l e g i s ­

l a t u r e  f i n d s ,  d e te rm in e s  and d e c la r e s  t h a t

(1) t h e r e  e x i s t  a reas  o f  t h e  s t a t e  i n  w h ic h  s e a s o n a l and 

n o n s e a s o n a l unemp loyment e x i s t ;

(2) t h i s  unemp loyment i s  a s e r io u s  menace to  t h e  h e a l t h ,  

s a f e t y  and g e n e r a l  w e l f a r e ,  n o t  o n ly  t o  t h e  p e o p le  i n  those  a r e a s ,  b u t  

a l s o  to  t h e  p e o p le  o f  th e  e n t i r e  s t a t e ;

s m a l l  [BUSINESS, TOURISM, M IN ING, AND COMMERCIAL FISHING] e n t e r p r i s e s  

and o th e r  f a c i l i t i e s  r e f e r r e d  to  i n  (5) o f  t h i s  s u b s e c t io n  [AS 44.88.- 

010(a)(5)] n e c e s s a ry  t o  p e rm i t  ad equa te  deve lo pm en t o f  i t s  n a t u r a l  
r e s o u r c e s  and th e  b a la n c e d  g row th  o f  i t s  economy;

(3) th e  s t a t e  la c k s  th e  b a s i c  m a n u f a c t u r in g ,  i n d u s t r i a l ,  and

(4) th e  e s t a b l i s h m e n t , and e x p a n s io n  o f  i n d u s t r i a l ,  manufac-
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t u r i n g ,  and s m a l l  [BUSINESS, TOURISM, MIMING, AND COMMERCIAL FISHING] 

e n t e r p r i s e s  i n  A la s k a ,  i n c l u d i n g  f a c i l i t i e s  f o r  a i r  and w a te r  t r a n s p o r ­

t a t i o n ,  f a c i l i t i e s  f o r  p o l l u t i o n  c o n t r o l  and w as te  d i s p o s a l ,  f a c i l i t i e s  

f o r  th e  l o c a l  f u r n i s h i n g  o f  g a s , f a c i l i t i e s  f o r  w a t e r ,  and f a c i l i t i e s  

f o r  i n d u s t r i a l  p a rk s , i s  e s s e n t i a l  t o  t h e  d e v e lo pm en t  o f  th e  n a t u r a l  

r e s o u r c e s  and th e  lo ng- te rm  e conom ic  g row th  o f  th e  s t a t e ,  and w i l l  d i ­

r e c t l y  and i n d i r e c t l y  a l l e v i a t e  unemp loyment i n  th e  s t a t e ;

(5) th e  a c h ie v em en t  o f  t h e  g o a l  o f  f u l l  em p loym en t , and o f  

e s t a b l i s h m e n t  and c o n t i n u i n g  o p e r a t io n  and d e v e lo pm en t o f  i n d u s t r i a l ,  

m a n u f a c t u r in g ,  and sm a l l  [BUSINESS, TOURISM, M IN ING , AND COMMERCIAL 

FISHING] e n t e r p r i s e s  i n  t h e  s t a t e ,  i n c l u d i n g  f a c i l i t i e s  f o r  a i r  and 

w a te r  t r a n s p o r t a t i o n ,  f a c i l i t i e s  f o r  p o l l u t i o n  c o n t r o l  and waste  d i s ­

p o s a l ,  f a c i l i t i e s  f o r  th e  l o c a l  f u r n i s h i n g  o f  g a s , f a c i l i t i e s  f o r  

w a te r ,  and f a c i l i t i e s  f o r  i n d u s t r i a l  p a rk s ,  w i l l  be  a c c e le r a t e d  and 

f a c i l i t a t e d  by th e  c r e a t i o n  o f  an i n s t r u m e n t a l i t y  o f  th e  s t a t e  w i t h  

powers to  i n c u r  d eb t and to  make and in s u r e  lo a n s  t o  f i n a n c e ,  and t o  

a s s i s t  p r i v a t e  le n d e r s  t o  make lo a n s  to  f i n a n c e ,  t h e  e s t a b l i s h m e n t ,  

o p e r a t io n ,  and deve lo pm en t o f  i n d u s t r i a l ,  m a n u f a c t u r in g ,  and s m a l l  

[BUSIN- SS, TOURISM, MINING, AND COMMERCIAL FISH ING] e n t e r p r i s e s ,  i n c l u d ­

i n g  f a c i l i t i e s  f o r  a i r  and w a te r  t r a n s p o r t a t i o n ,  f a c i l i t i e s  f o r  p o l l u ­

t i o n  c o n t r o l  and waste  d i s p o s a l ,  f a c i l i t i e s  f o r  th e  l o c a l  f u r n i s h i n g  o f  

ga s , f a c i l i t i e s  f o r  w a te r ,  and f a c i l i t i e s  f o r  i n d u s t r i a l  p a rk s ,  f o r  

p r i v a t e  o p e r a t io n ;

(6) i t  i s  i n  t h e  p u b l i c  i n t e r e s t  to  promote th e  p r o s p e r i t y  

and g e n e r a l  w e l f a r e  o f  a l l  c i t i z e n s  o f  t h e  s t a t e  by s t im u l a t i n g  commer­

c i a l  and i n d u s t r i a l  g row th  and e x p a n s io n  by e n c o u r a g in g  an in c r e a s e  o f  

p r i v a t e  in v e s tm e n t  by banks , in v e s tm e n t  h o u s e s ,  in s u r a n c e  com pan ie s , 

and o t h e r  f i n a n c i a l  i n s t i t u t i o n s ,  i n c l u d i n g  p e n s io n  and r e t i r e m e n t  
f u n d s ,  t o  h e lp  s a t i s f y  t h e  need f o r  e co nom ic  e x p a n s io n ;
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(7) i t  i s  i n  t h e  s t a t e ' s  i n t e r e s t  to  im p o r t  p r i v a t e  c a p i t a l  

t o  c r e a t e  new e co nom ic  a c t i v i t y  w h ic h  w ou ld  n o t  o t h e rw is e  ta k e  p la c e  i n  

t h e  s t a t e .

(b) I t  i s  d e c la r e d  t o  be th e  p o l i c y  o f  th e  s t a t e ,  i n  t h e  i n t e r e s t s

o f  p rom o t in g  t h e  h e a l t h ,  s e c u r i t y  and g e n e r a l  w e l f a r e  o f  a l l  th e  p e o p le

o f  t h e  s t a t e ,  and a p u b l i c  p u rp o s e , t o  i n c r e a s e  j o b  o p p o r t u n i t i e s  and 

o t h e rw is e  t o  e n cou rag e  th e  econom ic  g row th  o f  t h e  s t a t e ,  i n c l u d i n g  the  

d e v e lo pm en t  o f  i t s  n a t u r a l  r e s o u r c e s ,  th r o u g h  t h e  e s t a b l i s h m e n t  o f  

m a n u f a c t u r in g ,  i n d u s t r i a l ,  and sm a l l  [BUSINESS, TOURISM, M IN ING, AND 

COMMERCIAL F ISH ING] e n t e r p r i s e s  and th e  o t h e r  f a c i l i t i e s  r e f e r r e d  to  i n

(a)(5) o f  t h i s  s e c t i o n  [AS 44.88.010(a)(5)] by c r e a t i n g  th e  p u b l i c  

c o r p o r a t i o n  w i t h  power , d u t i e s  and f u n c t i o n s  as p r o v id e d  i n  t h i s  c h a p t e r  

S e c . 27. AS 44.88.050(a) i s  amended t o  read :

(a) A m a j o r i t y  o f  t h e  members o f  th e  a u t h o r i t y  c o n s t i t u t e s  a

quorum f o r  th e  t r a n s a c t i o n  o f  b u s in e s s  o r th e  e x e r c i s e  o f  a power o r 

f u n c t i o n  a t  a m e e t in g  o f  t h e  a u t h o r i t y .  I n  case  o f  a t i e  v o te  on a 

m o t io n  o r  r e s o l u t i o n  p e n d in g  b e fo r e  th e  a u t h o r i t y  th e  m o t io n  o r r e s o l u ­

t i o n  s h a l l  be p r e s e n t e d  to  th e  g o ve rn o r  and i f  app roved  by  h im , i s  

c o n s id e r e d  adop te d  by th e  a u t h o r i t y .  The a u t h o r i t y  may meet and t r a n s ­

a c t  b u s in e s s  by e l e c t r o n i c  m ed ia  i f  (1) p u b l i c  n o t i c e  o f  th e  t im e  and 

l o c a t i o n s  where th e  m e e t in g  w i l l  be h e l d  by e l e c t r o n i c  m ed ia  has been 

g i v e n  i n  t h e  same manner as i f  t h e  m ee t in g  were h e ld  i n  a s i n g l e  l o c a ­

t i o n ;  (2) p a r t i c i p a n t s  and members o f  th e  p u b l i c  i n  a t t e n d a n c e  can h e a r  

and have t h e  same r i g h t  to  p a r t i c i p a t e  i n  th e  m e e t in g  as i f  t h e  m e e t in g  

were co n d u c te d  i n  p e rs o n ;  and (3) c o p ie s  o f  p e r t i n e n t  r e f e r e n c e  m a te r ­

i a l s .  s t a t u t e s ,  r e g u l a t i o n s ,  and a u d io - v is u a l  m a t e r i a l s  a re  r e a s o n a b ly  

a v a i l a b l e  t o  p a r t i c i p a n t s  and t o  th e  p u b l i c .  A m e e t in g  by e l e c t r o n i c  
m ed ia  as p r o v id e d  i n  t h i s  s u b s e c t io n  has th e  same l e g a l  e f f e c t  as a 
m e e t in g  i n  p e r s o n .

-15- HCS CSSB 148(Fin)



S e c . 28. AS 44.88.070 i s  amended to  read :

S e c . 44.88.070. PURPOSE OF THE AUTHORITY. The pu rpo se  o f  t h e

a u t h o r i t y  i s  t o  p rom o te , d e v e lo p  and advance  t h e  g e n e r a l  p r o s p e r i t y  and 

e conom ic  w e l f a r e  o f  th e  p e o p le  o f  A la s k a ,  to  r e l i e v e  p rob lem s o f  unem­

p lo ym e n t ^  and to  c r e a t e  a d d i t i o n a l  emp loyment by p r o v i d i n g  v a r io u s  

means o f  f i n a n c i n g  and means o f  f a c i l i t a t i n g  th e  f i n a n c i n g  o f  i n d u s t ­

r i a l ,  m a n u f a c t u r in g ,  and s m a l l  [BUSINESS, TOURISM, M IN ING, AND COMMER­

CIAL FISH ING] e n t e r p r i s e s  and th e  o t h e r  f a c i l i t i e s  r e f e r r e d  t o  i n  

AS 44.88.010(a)(5) w i t h i n  th e  s t a t e .

S e c . 29. AS 44.88.080(12) i s  amended to  read :

(12) t o  p u rc h a s e  o r  i n s u r e  lo a n s  t o  f i n a n c e  th e  c o s ts  o f

m a n u f a c t u r in g ,  i n d u s t r i a l ,  and s m a l l  [BUSINESS, TOURISM, M IN ING, AND

COMMERCIAL FISHING] e n t e r p r i s e  p r o j e c t s ;

S e c . 30. AS 44.88.080(18) i s  amended to  read :

(18) to  f a c i l i t a t e  t h e  e x p a n s io n  o f  a s e co nd a ry  market f o r  

t h e  r e s a le  o f  f e d e r a l l y  o r  c o m m e r c ia l l y  in s u r e d  lo a n s  made to  f i n a n c e  

th e  c o s ts  o f  p r o j e c t s  h e l d  by f e d e r a l  and s t a t e  c h a r t e r e d  f i n a n c i a l  

i n s t i t u t i o n s  [COMMERCIAL BANKS] i n  A la s k a .

S e c . 31. AS 44.88 i s  amended by a d d in g  a new s e c t i o n  t o  read :

Se c . 44.88.085. FEES CHARGED BY AUTHORITY. (a) An a p p l i c a t i o n  

f e e  may n o t  be cha rged  f o r  an a p p l i c a t i o n  f o r  a u t h o r i t y  p a r t i c i p a t i o n  

i n  a lo a n  u nde r  AS 44.88.158.

(b) The comm itment fe e  f o r  a lo a n  comm itment by  th e  a u t h o r i t y  may 

no t e x ceed  two p e r c e n t  o f  th e  p r i n c i p a l  amount o f  th e  lo a n .

S e c . 32. AS 44.88.090(g)(1) i s  r e p e a le d  and r e e n a c t e d  to  read :

(1) is s u e  bonds , o t h e r  t h a n  r e f u n d in g  bond s , i n  any  12-month 

p e r io d  b e g in n in g  a f t e r  June 30, 1982, i n  an amount t h a t  exceeds th e  

amount o f  bonds a u t h o r iz e d  to  be is s u e d  d u r in g  th e  p r e c e d in g  12-raonth 
p e r i o d ,  u n le s s  a d i f f e r e n t  amount i s  a u t h o r iz e d  by t h e  l e g i s l a t u r e ;  o r
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* S e c . 33. AS 44.88.105 i s  amended by a d d in g  new s u b s e c t io n s  to  read :

(f) The a u t h o r i t y  may e s t a b l i s h  a r e s e r v e  f u n d ,  o t h e r  th a n  a 

c a p i t a l  r e s e r v e  f u n d ,  to  s e cu re  i t s  b o n d s . The a u t h o r i t y  may d e p o s i t  

i n  a r e s e r v e  fu n d  e s t a b l i s h e d  unde r t h i s  s u b s e c t io n  t h e  p ro ceed s  o f  

s a le  o f  i t s  bonds and o t h e r  money t h a t  may be made a v a i l a b l e  from  any 

o t h e r  s o u r c e .  A r e s e r v e  fu n d  e s t a b l i s h e d  u nde r  t h i s  s u b s e c t io n  must 

com p ly  w i t h  (a) - (c) o f  t h i s  s e c t i o n .  The a u t h o r i t y  may a l l o w  a 

r e s e r v e  fu n d  e s t a b l i s h e d  unde r t h i s  s u b s e c t io n  t o  be d e p le t e d  w i t h o u t  

c om p ly in g  w i t h  (d) o f  t h i s  s e c t i o n .

(g) The a u t h o r i t y  may no t  e s t a b l i s h  a c a p i t a l  r e s e r v e  fu n d  to  

s e c u r e  an is s u e  o f  bonds i f  t h e  p ro ceed s  o f  t h e  bonds a re  used  to  

f i n a n c e  a p r o j e c t  t h e  c o s t  o f  w h ic h  exceeds $10,000,000.

(h) The a u t h o r i t y  may n o t  e s t a b l i s h  a c a p i t a l  r e s e r v e  fu n d  to  

s e cu re  an is s u e  o f  bonds i n  an amount i n  ex cess  o f  $1,000,000 u n le s s  a t  

l e a s t  20 p e r c e n t  o f  th e  p r i n c i p a l  amount o f  th e  lo a n  f o r  t h e  p r o j e c t  

t h a t  i s  f i n a n c e d  from th e  p ro ceed s  o f  th e  bonds i s  r e t a i n e d  by  a f e d e r a l  

o r  s t a t e  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n .

* S e c . 34. AS 44.88.155(a) i s  amended t o  re a d :
(a) The re  i s  e s t a b l i s h e d  i n  th e  a u t h o r i t y  t h e  e n t e r p r i s e  d e v e lo p ­

ment f u n d .  The e n t e r p r i s e  d e ve lo pm en t fu n d  i s  &  t r u s t  fu n d  f o r  th e  

uses and pu rposes  o f  t h i s  c h a p t e r .  Money may be p a id  i n t o  and o u t  o f  

th e  e n t e r p r i s e  d e v e lo pm en t fu nd  o n ly  as p r o v id e d  i n  t h i s  c h a p t e r .  The 

e n t e r p r i s e  d e v e lo pm en t fu n d  may be composed o f  money o r  a s s e ts  a p p ro ­

p r i a t e d  o r  t r a n s f e r r e d  to  t h e  a u t h o r i t y ,  i n t e r e s t  on in v e s tm e n t s  and 

lo a n s  o f  t h e  e n t e r p r i s e  d e v e lo pm en t f u n d ,  and o t h e r  money d e p o s i t e d  i n  

i t  by th e  a u t h o r i t y .  The a u t h o r i t y  may use  th e  a s s e ts  o f  t h e  e n t e r ­

p r i s e  d e v e lo pm en t fu n d  to  p u rc h a s e  lo a n s  made by o t h e r s  f o r  p r o j e c t s ,  

as d e f i n e d  i n  AS 44.88.220, t h a t  have been  o r  t h a t  th e  a u t h o r i t y  a n t i ­
c ip a t e s  w i l l  be f i n a n c e d  w i t h  th e  p ro ceeds  o f  bonds .
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* S e c . 35. AS 44.88.155(b) i s  amended to  re ad :

(b) The a u t h o r i t y  s h a l l  e s t a b l i s h  w i t h i n  t h e  e n t e r p r i s e  d e v e lo p ­

ment f u n d  a lo a n  in s u r a n c e  a c c o u n t ,  a s m a l l  e n t e r p r i s e  [BUSINESS,

TOURISM, M IN ING , AND COMMERCIAL F ISH ING ENTERPRISES] lo a n  a c c o u n t , ,  and

o t h e r  a c c o u n ts  i t  c o n s id e r s  a p p r o p r i a t e .  Amounts i n  t h e  e n t e r p r i s e  

d e v e lo pm en t fu nd  i n c l u d i n g ,  w i t h o u t  l i m i t a t i o n ,  repayments o f  lo a n  

p r i n c i p a l  and i n t e r e s t ,  may be p le d g e d  t o  t h e  payment o f  bonds o f  th e  

a u t h o r i t y  and s h a l l  be h e l d  and i n v e s t e d  by t h e  a u t h o r i t y  i n  in v e s tm e n t s  

a u t h o r i z e d  unde r AS 37.10.070(a) o r  as may be a u t h o r i z e d  i n  agreements 

w i t h  b o n d h o ld e r s  r e s p e c t in g  amounts i n  che lo a n  in s u r a n c e  a c c o u n t ,  th e  

s m a l l  e n t e r p r i s e  [BUSINESS, TOURISM, M IN ING , AND COMMERCIAL FISHING 

ENTERPRISES] lo a n  a c c o u n t ,  and o t h e r  a c c o u n ts  w i t h i n  t h e  e n t e r p r i s e  

d e v e lo pm en t  f u n d .

* S e c . 36. AS 44.88.155 i s  amended by a d d in g  new s u b s e c t io n s  t o  read :

A lo a n  p u rc h a s ed  w i t h  money i n  t h e  e n t e r p r i s e  deve lo pm en t(d)

fu nd

(1) may n o t  ex ceed  $7,500,000

(2) may n o t  e x ceed  75 p e r c e n t  o f  t h e  c o s t  o f  t h e  p r o j e c t  or 

75 p e r c e n t  o f  th e  a p p r a is e d  v a lu e  o f  t h e  p r o j e c t ,  w h ic h e v e r  i s  l e s s ,  

u n le s s  th e  amount o f  th e  lo a n  i n  ex cess  o f  th o s e  l i m i t s  i s  f e d e r a l l y  

i n s u r e d  o r  g u a ra n te e d  o r  i s  i n s u r e d  by a q u a l i f i e d  mortgage in s u r a n c e  

company;
(3) may n o t  be made f o r  a te rm  lo n g e r  t h a n  th r e e - q u a r t e r s  o f  

t h e  a u t h o r i t y ' s  e s t im a t e  o f  t h e  l i f e  o f  th e  p r o j e c t  o r  25 y ea rs  from  

th e  da te  Lh> lo a n  i s  made, w h ic h e v e r  i s  e a r l i e r ;

(4) s h a l l  c o n t a i n  c om p le te  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s f a c ­

t o r y  to  th e  a u t h o r i t y  r e q u i r i n g  p e r i o d i c  payments by th e  bo r row e r ;

(5) s h a l l  be i n  th e  fo rm  and c o n t a i n  t h e  terras and p r o v i ­
s io n s  w i t h  r e s p e c t  t o  i n s u r a n c e ,  r e p a i r s ,  a l t e r a t i o n s ,  payment o f  ta x es
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and a sse ssm en ts , d e f a u l t  r e s e r v e s ,  d e l i n q u e n c y  c h a rg e s ,  d e f a u l t  reme­

d i e s ,  a c c e l e r a t i o n  o f  m a t u r i t y ,  s e co nd a ry  l i e n s  and o t h e r  m a t te r s  t h e  

a u t h o r i t y  p r e s c r ib e s ;

(6) s h a l l  be se cu red  as to  repayment by  a mortgage or o t h e r  

s e c u r i t y  in s t r u m e n t  i n  th e  manner th e  a u t h o r i t y  d e te rm in e s  i s  f e a s i b l e  

t o  a s su re  t im e l y  repayment unde r a lo a n  agreement e n t e r e d  i n t o  w i t h  th e  

b o r row e r ;

(7) may n o t  be made u n le s s  a t  l e a s t  10 p e r c e n t  o f  t h e

p r i n c i p a l  amount o f  th e  lo a n  i s  r e t a i n e d  by  th e  o r i g i n a t o r  o f  t h e

l o a n .
(e) The a u t h o r i t y  s h a l l  e s t a b l i s h  income e l i g i b i l i t y  l i m i t s  f o r  

a p p l i c a n t s  f o r  lo a n s  p u rc h a s ed  unde r t h i s  s e c t i o n  f o r  p r o j e c t s  c o s t in g  

le s s  th a n  $10,000,000. The l i m i t s  s h a l l  be c o n s is t e n t  w i t h  income and 

e x p e r ie n c e  l e v e l s  r e q u i r e d  t o  in s u r e  th e  v i a b i l i t y  o f  th e  p r o j e c t .

( f)  The i n t e r e s t  r a t e  on a lo a n  p u rch as ed  w i t h  money i n  t h e  

e n t e r p r i s e  d e v e lo pm en t fu nd  may n o t  e x ceed  th e  t r u e  i n t e r e s t  c o s t  

e x p re ssed  as a r a t e ,  p lu s  an a d d i t i o n a l  p e r c e n ta g e  to  r e p r e s e n t  th e  

expenses o f  o p e r a t i o n ,  c o s ts  o f  is s u a t .u e ,  and mortgage s e r v i c i n g  c o s ts  

t h a t  th e  a u t h o r i t y  e s t im a t e s  w ou ld  be p a y a b le  on bonds is s u e d  by th e  

a u t h o r i t y  t o  p r o v id e  money t o  make th e  lo a n .

* S e c . 37. AS 44.88.157 i s  amended by a d d in g  new s u b s e c t io n s  to  read :

( j)  N o tw i t h s t a n d in g  (a) - ( i)  o f  t h i s  s e c t i o n ,  t h e  a u t h o r i t y  may 

e s t a b l i s h  a d d i t i o n a l  lo a n  in s u r a n c e  a c co u n ts  o u t s id e  th e  e n t e r p r i s e  

d e ve lo pm en t fu nd  to  s e c u r e  s p e c i a l  o b l i g a t i o n  bond s , and pay .'nto th e  

lo a n  in s u r a n c e  a c c o u n t  money made a v a i l a b l e  from  an a p p r o p r i a t i o n  or 

from  any o t h e r  s o u r c e .  A lo a n  in s u r a n c e  a c co u n t  e s t a b l i s h e d  under t h i s  

s u b s e c t io n  i s  n o t  s u b j e c t  t o  th e  r e q u ir em e n t s  o f  (d) and (g) o f  t h i s  
s e c t i o n .

(k) A lo a n  may no t be in s u r e d  from  a lo a n  in s u r a n c e  a c co u n t
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w i t h i n  th e  e n t e r p r i s e  d e v e lo pm en t  fu n d  i f  t h e  lo a n  i s  f o r  a p r o j e c t  th e  

c o s t  o f  w h ic h  exceeds  $10,000,000.

(1) A lo a n  i n  ex cess  o f  $1,000,000 may n o t  be in s u r e d  from  a lo a n  

in s u r a n c e  a c c o u n t  w i t h i n  t h e  e n t e r p r i s e  d e v e lo pm en t  fu nd  u n le s s  a t  

l e a s t  20 p e r c e n t  o f  t h e  p r i n c i p a l  amount o f  t h e  lo a n  i s  r e t a in e d  by  a 

f e d e r a l  o r  s t a t e  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n .

* S e c . 38. AS 44.88.158(a) i s  r e p e a le d  and r e e n a c t e d  t o  read :

S e c .  44.88.158. SMALL ENTERPRISE LOAN ACCOUNT. (a) The a u t h o r i t y  

may use th e  a s s e ts  o f  th e  s m a l l  e n t e r p r i s e  lo a n  a c c o u n t  to  p u rchase

(1) lo a n s  made t o  a p r o j e c t  a p p l i c a n t  f o r  a m u l t i- f a m i l y  

d w e l l i n g  e n t e r p r i s e ;

(2) t h e  g u a ra n te e d  p o r t i o n  o f  a lo a n  made by a p r i v a t e  s t a t e  

or f e d e r a l  c h a r t e r e d  f i n a n c i a l  i n s t i t u t i o n  to  a sm a l l  e n t e r p r i s e  to  pay 

th e  c o s t  o f  a p r o j e c t ,  as d e f i n e d  i n  AS 44.88.220, i f  th e  lo a n  i s  

g u a ra n te e d  by t h e  U n i t e d  S t a t e s  o r  an agency  o r i n s t r u m e n t a l i t y  o f  th e  

U n i t e d  S t a t e s ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  t h e  f e d e r a l  Sm a l l  B u s in e s s  

A d m in i s t r a t i o n ,  t h e  N a t i o n a l  M a r in e  F i s h e r i e s  S e r v i c e ,  and th e  Farmers 

Home A d m in i s t r a t i o n ;  and

(3) o t h e r  lo a n s  made to  s m a l l  e n t e r p r i s e s  to  pay th e  c o s ts  

o f  p r o j e c t s ,  as d e f i n e d  i n  AS 44.88.220.

* S e c . 39. AS 44.88.158(b) i s  r e p e a le d  and r e e n a c t e d  to  read :

(b) The i n t e r e s t  r a t e  on a lo a n  p u rc h a s ed  w i t h  money i n  th e  sm a l l  

e n t e r p r i s e  lo a n  a c c o u n t  s h a l l  e q u a l  t h e  t r u e  i n t e r e s t  c o s t ,  e xp ressed  

as a r a t e ,  p lu s  an a d d i t i o n a l  p e r c e n ta g e  t o  r e p r e s e n t  th e  expenses o f  

o p e r a t i o n ,  c o s t s  o f  is s u a n c e ,  and mortgage s e r v i c i n g  c o s ts  t h a t  t h e  

a u t h o r i t y  e s t im a t e s  w ou ld  be p a y a b le  on tax-exempt bonds , e x c e p t  t h a t  

th e  i n t e r e s t  r a t e  on a lo a n  p u rc h a s ed  f o r  a m u l t i- f a m i l y  d w e l l i n g  
e n t e r p r i s e  s h a l l  be one p e r c e n t  more th a n  th e  i n t e r e s t  r a t e ,  as d e t e r ­
m ined unde r AS 18.56.098(d)(1) - (3), on a mortgage lo a n  pu rchased
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u nde r  AS 18.56.098(d) from  th e  p ro ceed s  o f  t h e  most r e c e n t  i s s u e  o f  

t a x a b le  bonds b e f o r e  th e  lo a n  p u rch as ed  f o r  a m u l t i- f a m i l y  d w e l l i n g  

e n t e r p r i s e .

*  S e c . 40. AS 44.88.158(c) i s  r e p e a le d  and r e e n a c t e d  t o  read :

(c) A lo a n  p u rc h a s ed  w i t h  money i n  th e  s m a l l  e n t e r p r i s e  lo a n  

a c c o u n t

(1) may n o t  exceed

(A) $3,000,000 o r  $50,000 f o r  each  d w e l l i n g  u n i t ,  

w h ic h e v e r  i s  l e s s ,  i f  t h e  lo a n  i s  made f o r  a m u l t i- f a m i l y  d w e l l i n g  

e n t e r p r i s e ;

(B) $500,000 i f  t h e  lo a n  i s  p u rc h a s ed  unde r AS 44.88.- 

158(a)(2); or

(C) $7,500,000 i f  t h e  lo a n  i s  made t o  a s m a l l  e n t e r p r i s e  

t h a t  i s  n o t  a m u l t i- f a m i l y  d w e l l i n g  e n t e r p r i s e ;

(2) may n o t  e x ceed  75 p e r c e n t  o f  t h e  c o s t  o f  t h e  p r o j e c t  o r 

75 p e r c e n t  o f  th e  a p p r a is e d  v a l u e  o f  th e  p r o j e c t ,  w h ic h e v e r  i s  l e s s ,  

u n le s s  t h e  amount o f  th e  lo a n  i n  ex cess  o f  th o s e  l i m i t s  i s  f e d e r a l l y  

in s u r e d  o r  g u a ra n te e d  or i s  in s u r e d  by a q u a l i f i e d  mortgage in s u r a n c e  

company;

(3) may n o t  be made f o r  a te rm  lo n g e r  th a n  th r e e- q u a r te r s  o f  

th e  a u t h o r i t y ' s  e s t im a t e  o f  t h e  l i f e  o f  t h e  p r o j e c t  o r  25 yea rs  from  

t h e  da te  t h e  lo a n  i s  made, w h ic h e v e r  i s  e a r l i e r ;

(4) s h a l l  c o n t a i n  c om p le te  a m o r t i z a t i o n  p r o v i s i o n s  s a t i s f a c ­

t o r y  to  th e  a u t h o r i t y  r e q u i r i n g  p e r i o d i c  payments by th e  bo r row e r ;

(5) s h a l l  be i n  t h e  fo rm  and c o n t a i n  th e  terms and p r o v i ­

s io n s  w i t h  r e s p e c t  t o  in s u r a n c e ,  r e p a i r s ,  a l t e r a t i o n s ,  payment o f  ta x es  

and a sse ssm en ts , d e f a u l t  r e s e r v e s ,  d e l i n q u e n c y  c h a rg e s ,  d e f a u l t  reme­
d i e s ,  a c c e l e r a t i o n  o f  m a t u r i t y ,  s e conda ry  l i e n s  and o th e r  m a t te r s  t h e  
a u t h o r i t y  p r e s c r ib e s ;
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1 (6) s h a l l  be s e cu red  as to  repaym en t by  a mortgage or o t h e r  

s e c u r i t y  in s t r u m e n t  i n  th e  manner th e  a u t h o r i t y  d e te rm in e s  i s  f e a s i b l e  

t o  a s s u r e  t im e l y  repayment u nd e r  a lo a n  agreement e n t e r e d  i n t o  w i t h  th e  

b o r row e r ;  and

(7) may no t be made u n le s s  a t  l e a s t  10 p e r c e n t  o f  th e  p r i n ­

c i p a l  amount o f  t h e  lo a n  i s  r e t a i n e d  b y  th e  o r i g i n a t o r  o f  t h e  lo a n .

*  S e c . 41. AS 44.88.158(d) i s  amended to  re ad :

(d) The a u t h o r i t y  may adop t r e g u l a t i o n s  f o r  th e  a d m in i s t r a t i o n  o f  

t h e  s m a l l  e n t e r p r i s e  [BUSINESS, TOURISM, M IN ING , AND COMMERCIAL FISHING 

ENTERPRISES] lo a n  a c co u n t  w h ic h  may i n c l u d e ,  w i t h o u t  l i m i t a t i o n ,  p r o v i ­

s io n s  f o r  f e e s  and agreements r e l a t i n g  to  a p p l i c a t i o n ,  lo a n  comm itment , 

s e r v i c i n g ,  and o r i g i n a t i o n  o f  lo a n s  by o t h e r  l e n d e r s .

*  liec .  4? AS 44.88.158(e) i s  amended to  read :

(e) The a u t h o r i t y  may e n t e r  i n t o  agreem ents  as t o  th e  use o f  th e

money i n  t h e  s m a l l  e n t e r p r i s e  [BUSINESS, TOURISM, ’.1INING, AND COMMERCIAL 

F ISH ING ENTERPRISES] lo a n  a c c o u n t ,  i n c l u d i n g  w i t h o u t  l i m i t a t i o n ,  t r u s t  

o r  c u s to d y  a rrang em en ts  w i t h  banks o r  t r u s t  c om pan ie s . I t  may a ls o  

p le d g e ,  a s s ig n ,  o r g r a n t  t h e  ag reem en t , i n t e r e s t s  unde r an ag reem en t , 

o r  i n t e r e s t s  i n  t h e  s m a l l  e n t e r p r i s e  [BUSINESS, TOURISM, M IN ING, AND 

COMMERCIAL F ISH ING ENTERPRISES] lo a n  a c c o u n t  as may be n e c e s s a ry  or 

a p p r o p r ia t e  t o  p r o v id e  f o r  payment and s e c u r i t y  f o r  bonds o f  th e  a u t h o r ­

i t y .
*  S ec . 43. AS 44.88.158 i s  amended by a d d in g  a new s u b s e c t io n  to  read :

(g) The a u t h o r i t y  s h a l l  a dop t r e g u l a t i o n s  t o  e s t a b l i s h  p r i o r i t i e s  

f o r  t h e  p u rc h a s e  o f  lo a n s  f o r  m u l t i- f a m i l y  d w e l l i n g  e n t e r p r i s e i  -*V.ch 

take  i n t o  a c c o u n t  th e  need f o r  m u l t i- f a m i l y  h o u s in g  i n  th e  sn«- ^s 

r e f l e c t e d  by  v a ca n cy  r a t e s  i n  m u l t i- f a m i l y  h o u s in g  i n  d i f f e r e s  a reas  
o f  t h e  s t a t e .

*  S e c . 44. AS 44.88.220(2) i s  amended t o  re ad :
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(2) " b u s in e s s  e n t e r p r i s e "  means a s i n g l e  p r o p r i e t o r s h i p ,  

c o r p o r a t i o n ,  f i r m ,  p a r t n e r s h ip ,  o r  o t h e r  a s s o c i a t i o n  o f  p e rs o n s  o rg a n ­

i z e d  i n  any m anner , f o r  any b u s in e s s  p u rp o s e ,  o t h e r  t h a n  [WHICH IS  NOT 

ORGANIZED] on a n o n p r o f i t  b a s is ;

S e c .  45. AS 44.88.220(5) i s  amended to  read :

(5) " p r o je c t "  means [INCLUDES]

(A) a p l a n t  o r  f a c i l i t y  used o r  i n t e n d e d  f o r  use  i n  

c o n n e c t io n  w i t h  m ak in g , p r o c e s s in g ,  p r e p a r i n g ,  o r  p r o d u c in g  i n  any 

m anner , goods , p r o d u c ts  o r  su b s ta n ce s  o f  any k i n d  o r  n a t u r e  o r  i n  

c o n n e c t i o n  w i t h  d e v e lo p in g  o r  u t i l i z i n g  a n a t u r a l  r e s o u r c e ,  o r  

e x t r a c t i n g ,  s m e l t i n g ,  t r a n s p o r t i n g ,  c o n v e r t i n g ,  a s s em b l in g  o r  

p r o d u c in g  i n  any manner , m i n e r a l s .  r a T-; m a t e r i a l s ,  c h e m ic a l s ,  

compounds, a l l o y s ,  f i b e r s ,  com m od it ie s  and m a t e r i a l s ,  p r o d u c ts  or 

su b s ta n ce s  o f  any k i n d  o r  n a t u r e ,  any p l a n t  o r  f a c i l i t y  used o r 

i n t e n d e d  f o r  use as an i n d u s t r i a l  p a rk  or i n  c o n n e c t i o n  w i t h  a i r  

and w a te r  t r a n s p o r t a t i o n ,  o r any p l a n t  o r  f a c i l i t y  f o r  t h e  p r e v e n ­

t i o n ,  l i m i t a t i o n  o r  c o n t r o l  o f  a i r  o r  w a te r  p o l l u t i o n ,  f o r  th e  

d i s p o s a l  o f  sewage o r  s o l i d  w a s te , f o r  th e  l o c a l  f u r n i s h i n g  o f  

g a s , o r  f o r  t h e  f u r n i s h i n g  o f  w a te r ;

(B) a s m a l l  [BUSINESS] e n t e r p r i s e  [ ,  TOURISM ENTERPRISE, 

MINING ENTERPRISE, AND COMMERCIAL FISHING ENTERPRISE AS DEFINED IN  

(12), (13), (14), AND (15) OF THIS SECTION]; o r

(C) a m u l t i- f a m i l y  d w e l l i n g  e n t e r p r i s e ;

S e c . 46. AS 44.88.220(6) i s  amended to  read :

(6) " p la n t "  o r  " f a c i l i t y "  means r e a l  p r o p e r t y ,  w h e th e r  above 

o r  b e low  mean h ig h  w a te r ,  o r  an i n t e r e s t  i n  i t ,  and t h e  b u i l d i n g s ,  

im provem en ts  and s t r u c t u r e s  c o n s t r u c t e d  o r to  be c o n s t r u c t e d  on o r  i n  

i t ,  and may i n c l u d e  f i x t u r e s ,  m a c h in e r y ,  and e q u ipm en t  on i t  o r i n  i t ,  
and t a n g i b l e  p e r s o n a l  p r o p e r t y ,  r e g a r d le s s  o f  w h e th e r  t h e  t a n g i b l e

-23- HCS CSSB 148(F in )



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

m ■

p e r s o n a l  p r o p e r t y  i s  a t t a c h e d  to  o r  c o n n e c te d  w i t h  r e a l  p r o p e r t y ,  i f  

th e  owner has ag reed  n o t  t o  remove th e  t a n g i b l e  p e r s o n a l  p r o p e r t y  

p e rm a n e n t ly  from  th e  s t a t e  f o r  th e  p e r i o d  th e  a u t h o r i t y  s e t s j  ["PLANT" 

OR "FACIL ITY" DOES NOT INCLUDE WORK IN  PROCESS OR STOCK IN  TRADE,]

* S e c . 47. AS 44.88.220(8) i s  amended to  re ad :

(8) " p r o j e c t  c o s t"  o r  " co s t  o f  a p r o j e c t "

(A) means a l l  o r  any p a r t  o f  t h e  a g g re g a te  c o s ts  d e t e r ­

m ined  by th e  a u t h o r i t y  t o  be n e c e s s a ry  t o  f i n a n c e  th e  co n s t ru c-  

t i o n .  e x p a n s io n ,  o r  a c q u i s i t i o n  o f  a p r o j e c t ,  i n c l u d i n g  w i t h o u t  

l i m i t a t i o n  th e  c o s t  o f  a c q u i r i n g  r e a l  o r t a n g i b l e  p e r s o n a l  p r o p ­

e r t y ,  a nd , i n  c o n n e c t i o n  w i t h  r e a l  p r o p e r t y ,  t h e  c o s t  o f  c o n ­

s t r u c t i n g  b u i l d i n g s  and im p ro vem en ts , th e  c o s t  o f  c o n s t r u c t i n g  

means o f  a c ce ss  to and from  t h e  p r o j e c t ,  t h e  c o s t  o f  c o n s t r u c t i n g  

e x t e n s io n s  o f  u t i l i t y  systems to  th a  s i t e  o f  t h e  p r o j e c t ;  th e  c o s t  

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

th e  p r o j e c t ,  i n t e r e s t  cha rg e s  b e f o r e ,  d u r in g  o r  a f t e r  c o n s t r u c t i o n  

e x p a n s io n ,  o r a c q u i s i t i o n  o f  t h e  p r o j e c t ,  c o s ts  r e l a t e d  to  th e  

d e t e rm in a t io n  o f  t h e  f e a s i b i l i t y ,  p l a n n i n g ,  d e s ig n  o r  e n g in e e r i n g  

o f  th e  p r o j e c t  a nd , t o  t h e  e x t e n t  d e te rm in e d  n e c e s s a ry  by th e  

a u t h o r i t y ,  a d m i n i s t r a t i v e  e x p en s es , th e  c o s t  o f  m a c h in e r y  o r 

e q u ipm en t  t o  be used  i n  t h e  o p e r a t i o n  o f  th e  p r o j e c t  and expenses 

o f  i n s t a l l a t i o n ,  r e p la c em e n t  o r  r e h a b i l i t a t i o n ,  and a l l  o t h e r  

c o s t s ,  c h a r g e s ,  f e e s  and expenses w h ic h  may be d e te rm in e d  by  th e  

a u t h o r i t y  to  be n e c e s s a ry  t o  f i n a n c e  th e  c o n s t r u c t i o n ,  e x p a n s io n ,  

o r  a c q u i s i t i o n ;

(B) i n c l u d e s  work i n  p r o g r e s s ,  s t o c k  i n  t r a d e ,  a c c o u n ts  

r e c e i v a b l e ,  o r  th e  r e f i n a n c i n g  o f  t h e  e x i s t i n g  in d e b t e d n e s s  o f  a 
p r o j e c t  a p p l i c a n t ,  f i n a n c e d  o r  r e f i n a n c e d  th r o u g h  a lo a n  p u rc h a s ed  
unde r AS 44.88.158(a)(2);
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*  S e c . 48. AS 44.88.220(12) i s  r e p e a le d  and r e e n a c t e d  t o  re ad :

(12) " sm a l l  e n t e r p r i s e "  means

(A) a b u s in e s s  e n t e r p r i s e  t h a t  i s  a p r o j e c t  a p p l i c a n t  

w i t h  gross  in com e o f  $10,000,000 o r  l e s s  f o r  i t s  l a s t  a n n u a l 

r e p o r t i n g  p e r io d  b e f o r e  th e  a p p l i c a t i o n  t o  t h e  a u t h o r i t y  f o r  a 

lo a n ;  o r

(B) a u t i l i t y  t h a t

( i)  p r o v id e s  t e le c o m m u n ic a t io n  s e r v i c e s ;

( i i )  i s  n o t  e l i g i b l e  f o r  f i n a n c i n g  from  th e  A la ska  

Power A u t h o r i t y ;

( i i i )  q u a l i f i e s  f o r  a lo a n  u n d e r  th e  R u r a l  E l e c t r i ­

f i c a t i o n  A ct (7 U .S .C .  s e c .  901, e t  s e q . ) ;  and

( iv )  has g ross  re v e n u e s  o f  $20,000,000 o r  l e s s  

d u r in g  i t s  l a s t  a n n u a l r e p o r t i n g  p e r io d  b e fo r e  i t  a p p l i e s  t o  

th e  a u t h o r i t y  f o r  a lo a n ;

*  S e c . 49. AS 44.88.220 i s  amended by a d d in g  a new p a ra g ra p h  to  re a d :

(16) " m u l t i- f a m i ly  d w e l l i n g  e n t e r p r i s e "  i s  a r e n t a l  o r

c o o p e r a t i v e  d w e l l i n g  o f  t h r e e  o r  more u n i t s .

*  S e c . 50. The A la sk a  H o u s in g  F in a n c e  C o r p o r a t io n  may is s u e  bonds i n  th e  

p r i n c i p a l  amount o f  $592,000,000 d u r in g  th e  f i s c a l  y ea r  e n d in g  June 30, 

1982.
* S e c . 51. S u b je c t  to  t h e  l i m i t a t i o n  o f  AS 44.88.090(g), th e  A la ska  

I n d u s t r i a l  D eve lopm en t A u t h o r i t y  may is s u e  bonds i n  t h e  p r i n c i p a l  amount o f  

$400,000,000 d u r in g  th e  f i s c a l  y ea r  e n d in g  June 30, 1982.

* S e c . 52. The f o l l o w i n g  laws a re  r e p e a le d :  AS 18.56.098(f)(3) and

AS 44.88.220(13), (14), and (15).

* S e c . 53. T h is  Act takes  e f f e c t  im m e d ia t e ly  i n  a c co rd a n ce  w i t h  AS 01.- 
10.070(c).
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Original sponsor: M u l c a h y O f f e r e d :  3/5/81
R e fe r r e d :  R u le s

EN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE B IL I . NO. 148 (F in a n ce )  am 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - F IRST SESSION 

A B ILL

For an A c t e n t i t l e d :  "An A c t  r e l a t i n g  t o  h o u s in g  lo a n s ;  and p r o v i d i n g  f o r

an e f f e c t i v e  d a t e ."

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

*  S e c t i o n  1. AS 44.47.3/0 i s  amended by  a d d in g  a new p a ra g rap h  t o  read :

(8) o r i g i n a t e  and s e r v i c e  d i r e c t  lo a n s  made f o r  c o n s t r u c ­

t i o n ,  p u r c h a s e ,  r e n o v a t i o n ,  o r  im provem ents  and b u i l d i n g  m a t e r i a l s ,  f o r  

n o n co n fo rm in g  h o u s in g  made to  q u a l i f i e d  b u y e rs  i n  a c co rd a n ce  w i t h  

AS 44.47.360 - 44.47.560.

*  S e c . 2. AS 44.47.380 i s  amended to  read :

S e c . 44.47.380. NONCONFORMING HOUSING LOAN FUND. T he re  i s

c r e a t e d  i n  t h e  Depar tm en t o f  Community and R e g io n a l  A f f a i r s  th e  non-

co n fo rm in g  h o u s in g  lo a n  fu n d  c o n s i s t i n g  o f  money a p p r o p r ia t e d  t o  i t  by 
th e  l e g i s l a t u r e .  The d i r e c t o r  s h a l l  a d m in i s t e r  t h e  n o n co n fo rm in g

h o u s in g  lo a n  fu n d  i n  a c c o rd a n c e  w i t h  AS 44.47.360 - 44.47.560 and s h a l l

use  th e  money i n  t h e  n o n c o n fo rm in g  h o u s in g  lo a n  fu n d  to  o r i g i n a t e ,

p u r c h a s e ^  o r  p a r t i c i p a t e  i n  t h e  p u r c h a s e  o f

(1) n o n co n fo rm in g  h o u s in g  mortgage  l o a n s ;

(2) lo a n s  made f o r  b u i l d i n g  m a t e r i a l s  f o r  n o n co n fo rm in g

h o u s in g ;

(3) lo a n s  made f o r  r e n o v a t io n s  o r  im provem ents  t o  noncon-
f 1

fo rm in g  h o u s in g ^

(4) lo a n s  f o r  c o n s t r u c t i o n  o f  n o n co n fo rm in g  h o u s in g .

*  Sec . 3. AS 44.47 i s  amended by  a d d in g  a new s e c t i o n  t o  read :

S e c . 44.47.385. EL IG IBLE  LOCATIONS, (a) The d i r e c t o r  may make
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l o a n s  from  t h e  n o n co n fo rm in g  h o u s in g  lo a n  fu n d  o n ly  f o r  n o n co n fo rm in g  

h o u s in g  lo a n s  t o  q u a l i f i e d  b uy e rs  f o r  n o n co n fo rm in g  h o u s in g  l o c a t e d  i n

(1) th e  u n o rg a n iz e d  b o ro u g h , i n c l u d i n g  c i t i e s  and v i l l a g e s  

o f  t h e  u n o rg a n iz e d  bo rough ; and

(2) an o r g a n iz e d  bo ro ugh  o r  u n i f i e d  m u n i c i p a l i t y ;  h ow eve r , 

a n o n c o n fo rm in g  h o u s in g  lo a n  made u nd e r  t h i s  p a ra g ra p h  may n o t  be made 
w i t h i n  a c i t y  o f  an o r g a n iz e d  b o rough  o r  s e r v i c e  a re a  o f  a u n i f i e d

m u n i c i p a l i t y  i f  th e  p o p u la t i o n  o f  t h a t  c i t y  o r  s e r v i c e  a re a  exceeds 

3,500.

(b) F o r  pu rposes  o f  (a) o f  t h i s  s e c t i o n ,  p o p u la t i o n  s h a l l  be  de ­

t e rm in e d  w i t h  r e f e r e n c e  t o  t h e  1980 p r e l im i n a r y  census  r e p o r t  as p u b ­

l i s h e d  i n  "A laska  1980 P o p u la t io n "  and r e l e a s e d  Janua ry  1, 1981 by th e  

D epar tm en t o f  L a bo r .

S e c . 4. AS 44.47.390 i s  amended to  read :

S ec . 44.47.390. LIMITATIONS ON USE OF NONCONFORMING HOUSING LOAN 

FUND. The d i r e c t o r  may n o t  use  th e  money i n  t h e  noncon form ing , h o u s in g  

lo a n  fu nd  to

(1) o r i g i n a t e  d i r e c t  lo a n s  o r  p u rc h a s e  o r  p a r t i c i p a t e  i n  th e  

p u rc h a s e  o f  a n o n co n fo rm in g  h o u s in g  m ortgage lo a n  w h ic h  exceeds th e  

l i m i t a t i o n s  on mortgage lo a n s  p u rc h a s ed  by  th e  F e d e r a l  N a t io n a l  M ortgage 

A s s o c i a t i o n  as to  p r i n c i p a l  amount;
(2) o r i g i n a t e  d i r e c t  lo a n s  o r  p u rc h a s e  o r  p a r t i c i p a t e  i n  th e  

p u r c h a s e  o f  a lo a n  made f o r  b u i l d i n g  m a t e r i a l s  f o r  n o n co n fo rm in g  h o u s in g

(A) w h ic h  exceeds $45,000 o r  exceeds

( i)  80 p e r c e n t  o f  th e  a p p r a is e d  v a l u e  o f  t h e  work

c om p le te d  on th e  n o n co n fo rm in g  h o u s in g  f o r  w h ic h  th e  lo a n  i s  made 
i f  t h e  n o n co n fo rm in g  h o u s in g  i s  p le d g e d  as c o l l a t e r a l  f o r  t h e  

l o a n ; o r

( i i )  80 p e r c e n t  o f  th e  v a l u e  o f  o t h e r  p r o p e r t y  
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w h ic h  i s  p le d g e d  as s e c u r i t y  f o r  t h e  lo a n  and w h ic h  i s  s a t i s ­

f a c t o r y  t o  t h e  d i r e c t o r  as c o l l a t e r a l ;

(B) u n le s s  th e  te rm s o f  t h e  lo a n  agreement r e q u i r e  

i n s p e c t i o n s  and c e r t i f i c a t i o n s ,  as r e q u i r e d  by  r e g u l a t i o n s  o f  t h e  

d i r e c t o r ,  a t  t h e  expense  o f  t h e  b o r row e r ;  and

(C) u n le s s  t h e  p e r i o d  o f  t im e  a l lo w e d  f o r  repaymen t o f

t h e  lo a n  i s  e q u a l  t o  o r  l e s s  th a n  15 y ea rs  [THE LESSER OF
.

( i )  THREE YEARS; OR

( i i )  THE MAXIMUM PERIOD OF TIME ESTABLISHED BY 

REGULATION BY THE DIRECTOR BASED ON THE PREVAILING PRACTICE AMONG 

PRIVATE FINANCIAL INSTITUTIONS IN  THE GENERAL AREA IN  WHICH THE 

LOAN IS  MADE FOR LOANS FOR THE PURCHASE OF BUILDING MATERIALS];

(3) o r i g i n a t e  d i r e c t  lo a n s  o r  p u rc h a s e  o r  p a r t i c i p a t e  i n  t h e  

p u r c h a s e  o f  a n o n co n fo rm in g  h o u s in g  m ortgage lo a n  w h ic h  i s  s e c u r e d  b y  

r e a l  p r o p e r t y  t h e  m a rk e ta b le  t i t l e  to  w h ic h  i s  shown i n  a c co rd a n ce  w i t h  
AS 44.47.420(b)(2) i f  t h e  t o t a l  amount o f  o u t s t a n d in g  n o n c o n fo rm in g  

h o u s in g  mortgage lo a n s  h e l u  by  th e  d i v i s i o n  ex ceeds  10 t im es  th e  amount 

o f  money i n  t h e  r e s t r i c t e d  t i t l e  lo s s  r e s e r v e  a c co u n t  (AS 44.47.430) [;

(4) PURCHASE OR PARTICIPATE IN  THE PURCHASE OF CONSTRUCTION

LOANS].

*  S e c . 5. AS 44.47 i s  amended by  a d d in g  a new s e c t i o n  t o  read :

S e c . 44.47.395. OPERATING LOSS RESERVE ACCOUNT. (a) T he re  i s

e s t a b l i s h e d  an o p e r a t in g  lo s s  r e s e r v e  a c c o u n t  f o r  t h e  pu rpose  o f  m ee t ­

i n g  l e g a l  expenses i n c u r r e d  th r o u g h  th e  f o r e c lo s u r e  o f  p r o p e r t i e s  

a c q u i r e d  by th e  d i r e c t o r  u n d e r  AS 44.47.370(6) and mak ing r e p a i r s  t o
r
th e s e  p r o p e r t i e s  so t h a t  t h e y  may be  s o ld  t o  new b u y e r s .

(b) The o p e r a t in g  r e s e r v e  lo s s  a c c o u n t  c o n s is t s  o f  money a p p ro ­

p r i a t e d  by th e  l e g i s l a t u r e .  To th e  e x t e n t  t h a t  money i s  p a id  o u t  o f  

t h e  o p e r a t in g  lo s s  r e s e r v e  a c c o u n t  f o r  t h e  p u rpo ses  s t a t e d  i n  t h i s
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s e c t i o n ,  t h i s  money s h a l l  be  r e p la c e d  w i t h  money r e c e i v e d  as i n t e r e s t  

on lo a n s  a u t h o r i z e d  b y  t h i s  c h a p t e r .

S e c . 6. AS 44.47.400 i s  amended to  re ad :

S e c . 44.47.400. SECURITY FOR LOANS, (a) The d i r e c t o r  s h a l l  

a dop t r e g u l a t i o n s  i n  a c co rd a n ce  w i t h  t h e  A d m in i s t r a t i v e  P ro cedu re  A ct 

(AS 44.62) e s t a b l i s h i n g  a c c e p t a b le  s e c u r i t y  f o r  lo a n s  o r i g i n a t e d  o r  

p u rc h a s ed  i n  w h o le  o r  i n  p a r t  u n d e r  AS 44.47.380.

(b) A p e rs o n  may p le d g e  as s e c u r i t y  f o r  th e  repayment o f  a lo a n  

o r i g i n a t e d  o r  p u rc h a s ed  i n  w h o le  o r  i n  p a r t  u nde r  AS 44.47.380 a p r e ­

f e r e n c e  r i g h t  h e  h o ld s  to  r e c e i v e  t i t l e  t o  l a n d  h e  o c c u p ie s  as a p r i ­

mary p la c e  o f  r e s id e n c e ,  p r im a r y  p la c e  o f  b u s in e s s ,  s u b s is t e n c e  

c am p s i t e ,  o r  as h e a d q u a r te r s  f o r  r e i n d e e r  h u s b a n d ry . The p r e f e r e n c e  

r i g h t  must be conveyed  t o  th e  p e rs o n  b y  t h e  N a t i v e  c o r p o r a t io n  t o  w h ic h  

t h e  l a n d  was g r a n te d  u nde r  s e c t i o n  14 o f  t h e  A la sk a  N a t i v e  C la im s  

S e t t le m e n t  A ct (85 S t a t .  688, 43 U .S .C .  s e c s .  1601 1626, as amended

by P .L .  94-204) b e f o r e  i t  may be p le d g e d  as s e c u r i t y  u n d e r  t h i s  sub ­

s e c t i o n .  The c om m is s io n e r  o f  commun ity  and r e g i o n a l  a f f a i r s  s h a l l  

p r e s c r i b e  p ro c ed u re s  and s t a n d a rd  forms f o r  e s t a b i s h i n g ,  p l e d g i n g ,  and 

a p p r a i s i n g  th e  v a l u e  o f  a p r e f e r e n c e  r i g h t  h e l d  by  a p e rs o n  t o  s e c u r e  
t h e  repayment o f  a l o a n  o r i g i n a t e d  o r  p u r c h a s e d  i n  w h o le  o r  i n  p a r t

u nde r  AS 44.47.380.

S ec . 7. AS 44.47.410 i s  amended to  re ad :

S ec . 44.47.410. INTEREST ON LOANS. The i n t e r e s t  r a t e  on a m o r t ­

gage lo a n  o r i g i n a t e d  o r  p u rc h a s ed  i n  w h o le  o r  i n  p a r t  u nde r AS 44.-

47.380 may n o t  e x ceed

(1) n i n e  p e r c e n t  f o r  a mortgage lo a n  made t o  a p e r s o n  who i s  

an e l i g i b l e  v e t e r a n  u n d e r  AS 18.56.101;

(2) t e n  p e r c e n t  f o r  a m ortgage lo a n  made t o  a p e rs o n  o t h e r  

th a n  a p e rs o n  d e s c r ib e d  i n  (1) o f  t h i s  s u b s e c t io n .
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*  S e c . 8. AS 44.47.420(a) i s  amended to  read :

S e c . 44.47.420. T IT L E . (a) B e fo re  t h e  d i r e c t o r  o r i g i n a t e s  o r  
p u r c h a s e s  a n o n c o n fo rm in g  h o u s in g  mortgage lo a n  i n  w h o le  o r  i n  p a r t ,  

th e  d i r e c t o r  may r e q u i r e  a b o r row e r  t o  show m a rk e ta b le  t i t l e  to  r e a l  

p r o p e r t y  o f f e r e d  as s e c u r i t y  f o r  t h e  lo a n  to  be  p u r c h a s e d .

*  S e c . 9. AS 44.47.430(b) i s  amended to  read :

(b) The d i r e c t o r  may w it h d r a w  money from th e  r e s t r i c t e d  t i t l e  

l o s s  r e s e r v e  a c c o u n t  i n  an amount e q u a l  to  t h e  lo s s  t o  t h e  d i v i s i o n  on 

a n o n co n fo rm in g  h o u s in g  mortgage lo a n  o r i g i n a t e d  o r  p u rc h a s ed  i n  w h o le  

o r  i n  p a r t  by  t h e  d i v i s i o n  i f  m a rk e ta b le  t i t l e  t o  th e  r e a l  p r o p e r t y  

used to  s e c u r e  t h e  lo a n  was shown i n  a c co rd an ce  w i t h  AS 44.47.420(b)-

(2). Money w ith d raw n  from  th e  r e s t r i c t e d  t i t l e  lo s s  r e s e r v e  a c co u n t  

u n d e r  t h i s  s e c t i o n  s h a l l  be  d e p o s i t e d  i n  th e  n o n co n fo rm in g  h o u s in g  lo a n  

f u n d .

*  S e c . 10. AS 44.47.460 i s  amended to  read :

S ec . 44.47.460. LOAN SERVIC ING , (a) B e fo re  p u r c h a s in g  o r  p a r ­

t i c i p a t i n g  i n  t h e  p u rc h a s e  o f  a l o a n ,  th e  d i r e c t o r  s h a l l  e n t e r  i n t o  a 
lo a n  s e r v i c i n g  agreem en t w i t h  th e  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  from  

w h ic h  th e  lo a n  i s  to  be p u r c h a s e d .

(b) The d i r e c t o r  may e x e c u t e  s e r v i c e  agreements w i t h  p r i v a t e  

l e n d i n g  i n s t i t u t i o n s  to  s e r v i c e  lo a n s  o r i g i n a t e d  by  th e  d i v i s i o n .

(c) Under t h e  s e r v i c i n g  ag reem en t , t h e  p r i v a t e  f i n a n c i a l  i n s t i ­

t u t i o n  s h a l l  a d m in i s t e r  t h e  lo a n  and may cha rge  th e  d i v i s i o n  a n e g o t i ­

a t e d  f e e  on th e  d i v i s i o n ' s  sha re  o f  t h e  lo a n .  When a p p r o p r i a t e , th e  

[THE] p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  may a ls o  cha rge  th e  b o r row e r  a 

r e a s o n a b le  o r i g i n a t o r  f e e  n o t  to  e x ceed  one p e r c e n t .

*  S e c . 11. AS 44.47.470 i s  amended to  read :

S e c . 44.47.470. APPRAISALS. B e fo re  o r i g i n a t i n g  o r  p u r c h a s in g  o r  

p a r t i c i p a t i n g  i n  t h e  p u rc h a s e  o f  a n o n co n fo rm in g  h o u s in g  mortgage l o a n ,
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th e  d i r e c t o r  may h a ve  o r  may r e q u i r e  th e  b o r row e r  t o  h a ve  an a p p r a i s a l  

made o f  th e  f a i r  m arke t v a l u e  o f  t h e  r e a l  p r o p e r t y ,  i n c l u d i n g  s t r u c ­

t u r e s  on th e  rea ' p r o p e r t y ,  f o r  w h ic h  t h e  l o a n  i s  made. I n  c o n d u c t in g  

an a p p r a i s a l  u n d e r  t h i s  s e c t i o n ,  t h e  a p p r a is e r  s h a l l  g i v e  f u l l  v a l u e  to  

i n s u l a t i o n  and o t h e r  f e a t u r e s  o f  c o n s t r u c t i o n  i n  s t r u c t u r e s  on th e  r e a l  

p r o p e r t y  w h ic h  add t o  t h e  e n e rg y  e f f i c i e n c y  o f  t h e  s t r u c t u r e s .

*  S e c . 12. AS 44.47.490 i s  amended to  read :

S ec . 44.47.490. ASSISTANCE BY D IV IS IO N  PERSONNEL. (a) The 

d i r e c t o r  s h a l l  c r e a t e  f i e l d  o f f i c e s  w h ic h  h a v e  t h e  a u t h o r i t y  o f  f i n a l  

. a p p r o v a l  o f  l ^ a n s  u nd e r  t h i s  c h a p t e r ,  h i r e  a t  l e a s t  one l e n d i n g  o f f i ­

c e r ^  and may [SHALL] c o n t r a c t  f o r  th e  s e r v i c e s  o f

(1) r e a l  p r o p e r t y  a p p r a is e r s  who a re  f a m i l i a r  w i t h  r u r a l  

c o n s t r u c t i o n ;  and

(2) e n g in e e r s  who a re  f a m i l i a r  w i t h  e n g in e e r i n g  p ro b lem s  i n  

a r c t i c  and s u b a r c t i c  r e g i o n s .

(b) The p e r s o n n e l  d e s c r ib e d  i n  (a) o f  t h i s  s e c t i o n  s h a l l  make 

r e g u l a r  v i s i t s  t o  each  o f  t h e  r e g io n s  e s t a b l i s h e d  t inde r AS 44.47.510(a) 

t o  p r o v id e  p r e c o n s t r u c t i o n  and p o s t- c o n s t r u c r io n  i n s p e c t i o n s  o f  r e a l  

p r o p e r t y  f o r  w h ic h  lo a n s  a r e  o r i g i n a t e d  o r  p u r c h a s e d  by  th e  d i v i s i o n  i n  

w h o le  o r  i n  p a r t  u n d e r  AS 44.47.380 and to  p r o v id e  a s s is t a n c e  to  p r i ­

v a t e  f i n a n c i a l  i n s t i t u t i o n s  and t h e i r  b o r row e rs  i n  th e  r e g io n s .
*  S e c . 13. AS 44.47.510(b) i s  amended to  re a d :

(b) U n le s s  o t h e rw is e  r e q u i r e d  by  an a p p r o p r i a t i o n ,  th e  d i r e c t o r  

s h a l l  a l l o c a t e  t h e  money i n  th e  n o n c o n fo rm in g  h o u s in g  lo a n  fu n d  among 

t h e  r e g io n s  e s t a b l i s h e d  u n d e r  (a) o f  t h i s  s e c t i o n  f o r  t h e  p u rp o s e  o f  

o r i g i n a t i n g  o r  p u r c h a s in g  e a c h  ty p e  o f  lo a n  d e s c r ib e d  i n  AS 44.47.380. 

I n  m ak ing  an a l l o c a t i o n  u n d e r  t h i s  s u b s e c t io n ,  t h e  d i r e c t o r  s h a l l  

c o n s id e r  t h e  p a s t  and p o t e n t i a l  l e n d i n g  a c t i v i t y  o f  p r i v a t e  f i n a n c i a l  

i n s t i t u t i o n s  i n  t h e  r e g io n  as w e l l  as t h e  n e e d  f o r  lo a n s  i n  t h e  r e g io n .
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The d i r e c t o r  may r e a l l o c a t e  t h e  money among t h e  r e g io n s  as h e  c o n s id e r s  

n e c e s s a r y .

*  Sec . 14. T h is  A c t ta k es  e f f e c t  im m e d ia t e ly  i n  a c c o rd a n c e  w i t h  AS 01.- 

10.070(c).
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^\a sk &  Jitaie L̂egislature
S e n a t e

Pooch V  
State Capitol

18 F e b ruary 1981 Juneau, Alaska 99811

To: Sen a t e  Fina n c e  Com m i t t e e  Members

From: S e n a t o r  F e r g u s o n  / '  . • V .
ANALYSIS • •./

.COMMITTEE S U B S T I T U T E  F O R
SENATE B I L L  148' . . .  . .

S e c t i o n  1. P a g e  1, lines 9 t h r u  13 AS 4 4 , 4 7 . 3 7 0  is 
a m e n d e d  by adding a new p a r a g r a p h  to allow the Division, 
of H o u s i n g  A s s i s t a n c e , D e p a r t m e n t  of C o m m u n i t y  8c R e g i o n a l  
Affairs, to o r i ginate and services made u n d e r  t h e 4 
nonconforming, h o u s i n g  loan program. .• '

S e c t i o n  2. P a g e  1, lines 14 thru 27 AS 4 4 . 4 7 . 3 8 0  is' 
a m e n d e d  to al l o w  the D i v i s i o n  of H o u s i n g  A s s i s t a n c e  
to m a k e  loans for construction. Also, the s e c t i o n  
i n c ludes the language to a l l o w  loan o r i g i n a t i o n  
b y  t h e  Division.

S e c t i o n  3. P a g e  1, lines 28 8c 29; Page 2, li n e s  1 t h r u  29: 
P a g e  3, lines 1 thru 5 AS 4 4 . 47.390 is a m e n d e d  to a l l o w  
for b u i l d i n g  m a t e r i a l s  loans to be made not to e x c e e d  '
$ 4 5 , 0 0 0  a n d  15 y e a r  term: L o a n - origination, l a n g u a g e  is 
i n c l u d e d  in the section. Also, the three y e a r  li m i t  
a n d  m a x i m u m  l o a n  t e r m  e s t a b l i s h e d  by r e g u l a t i o n  is 
d e l e t e d  and r e p l a c e d  by s t a t u t e  with a . l o n g e r  t e r m  
a n d  loan amount ceiling. Constr u c t i o n  loans are deleted.

S e c t i o n  4. Page 3, lines 6 t h r u  16 AS 44 . 4 7  is a m e n d e d  
b y  a d d i n g  a n e w  section that set up an o p e r a t i n g  loss 
r e s e r v e  account to pay e x p e n s e s  incurred b y  the D i v i s i o n  
of H o u s i n g  Ass i s t a n c e  through foreclosure of p r o p e r t i e s  
that n e e d  repairs for resale and to meet any l e g a l  e x p e n c e s .  
The sect i o n  also allows for the Legis l a t u r e  to a p p r o p r i a t e  
funds to the account and allow for repayment t o  t h e  f u n d  
w i t h  m o n e y  r e c e i v e d ' f r o m  interest payme n t s  u n t i l  t h e  a m o u n t  
e x p e n d e d  from the account is replenished.

S e c t i o n  5. P a g e  3, lines 17 thru 29; Page 4, l i n e s  1 t h r u  6 
AS 4 4 . 4 7 . 4 0 0  is amen d e d  to include language that a l l o w s  
the D i v i s i o n  of H o u s i n g  A s s i s t a n c e  to o r i g i n a t e  loans.
T h i s  language keeps the s e c t i o n  consistent w i t h  t h e  e a r l i e r  
intent to allow loan o r i g i n a t i o n  by the D i v i s i o n  of H o u s i n g  
Assistance.
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S ect i o n  6. P a g e  4, lines 7 t h r u  14 AS 4 4 . 4 7 . 4 1 0  is
a m e n d e d  to include language that clarifies t h a t  t h e
D i v i s i o n  of H o u s i n g  Assi s t a n c e  w i l l  o r i g i n a t e  loans.

S e c t i o n  7. P a g e  4, lines 15 thru 19 AS 4 4 . 4 7 . 4 2 0 ( a )  is 
a m ended.to include language that clarifies that t h e  
D i v i s i o n  of H o u s i n g  A s s istance will o r i ginate loans.

S e c tion 8. P a g e  4, 1 Lnes 20 thru 28 AS 4 4 . 4 7 . 4 2 0  i s  .
a m e n d e d  to include language that c l a rifies that t h e
D i v i s i o n  of H o u s i n g  Ass i s t a n c e  w i l l  o r i g i n a t e  loans.

Se c tion 9. P a g e  4, line 29; P a g e  5, lines 1 t h r u  1 1  
AS 44.47.460is a m e n d e d  to al l o w  the d i r e c t o r  of t h e  
D i v i s i o n  of H o u s i n g  Assista n c e - t o  execute s e r v i c e  
agreements w i t h  p r i v a t e  lending i n situtions to 
service loans that the division has made. Also., 
language f u r ther clarifies that a p r i v a t e  f i n a n c i a l  
in s titution may, w h e n  appropriate, charge an o r i g i n a t o r  
fee.on those loans w h i c h  are not o r i g i n a t e d  b y  t h e  
D i v i s i o n  of H o u s i n g  Assistance.

Section l0. P a g e  5, lines 12 thru 20 AS 44.-47.470 is 
a m e nded to include language that' cla r i f i e s  that t h e  
D i v i s i o n  of H o u s i n g  Assistance will or i g i n a t e  loans.

•

S e c t i o n  11. P a g e  5, lines 21 thru 29; P a g e  6. l i n e s  
1 t h r u  6 AS 4 4 . 47.490 is amended to a l l o w  the D i v i s i o n  
of H o u sing A s s i s t a n c e  fieid offices to have f i n a l  
authority on approval of loans.' Also, changes s h a l l  
to m a y  in r e q uiring the director to contract f o r  
appraisers a n d  engineers. The division .personnel, 
in some cases, have-this.expertise. • • ’•

Sect i o n  12. P a g e  6, lines 7 . t h r u l 6  AS 4 4 . 4 7 . 5 1 0 ( h )  
is amended to include language that clarifies t h a t  
the D i v i s i o n  of H o u s i n g  Assistance w i l l  o r i g i n a t e  
loans.

Sect i o n  13. P a g e  6, lines 17 & 18 AS o l . 1 0 . 0 7 0 ( c )  
allows for an immediate effective date.
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A  P R O P O S A L  F O R  M E E T I N G  A L A S K A ’S H O U S I N G  N E E D S

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  h a s  a s s i s t e d  r u r a l  a n d  
u r b a n  A l a s k a n s  s i n c e  1971, b y  p r o v i d i n g  f u n d s  t h r o u g h  t h e  s a l e  
o f  t a x - e x e m p t  b o n d s ,  f o r  t h e  a c q u i s i t i o n  o f  h o u s i n g  f o r  A l a s k a n s  
a n d  t h e i r  f a m i l i e s .  T h e  v e r y  e x i s t e n c e  o f  t h a t  c o r p o r a t i o n  a n d  
i t s  f i n a n c i n g  p r o g r a m s  i s  n ow  t h r e a t e n e d  t h r o u g h  t h e  e n a c t m e n t  
o f  t h e  " U l lm a n  B i l l "  - F e d e r a l  l e g i s l a t i o n  t h a t  w as  p a s s e d  l a s t  
y e a r .  T h i s  n ew  l a w  s h a r p l y  r e s t r i c t s  t h e  a v a i l a b i l i t y  o f  t a x -  
e x e m p t  b o n d s  f o r  h o u s i n g ,  a n d  t h u s ,  n e a r l y  e l i m i n a t e s  t h e  p r i ­
m a r y  f u n d i n g  s o u r c e  o f  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 .

T h i s  e x t r e m e  c h a n g e  i n  t h e  a v a i l a b i l i t y  o f  f u n d i n g ,  c o u p l e d  w i t h  
a  p r o j e c t e d  s e v e r e  s h o r t a g e  o f  h o u s i n g  i n  A l a s k a  i n  t h e  n e x t  f e w  
y e a r s ,  b r i n g s  t o  l i g h t  t h e  g r a v e  n e c e s s i t y  o f  l e g i s l a t i v e  a c t i o n  
i n  t h e  e a r l y  m o n t h s  o f  1981, t o  a d d  p e r m a n e n t  s t r e n g t h  a n d  s t a ­
b i l i t y  t o  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 n d  t o  c r e a t e  
n ew  s o u r c e s  o f  f u n d i n g .

A l t h o u g h  t h e  r u r a l  a r e a s  o f  A l a s k a  h a v e  a lw a y s  h a d  a  s h o r t g a g e  
o f  d e c e n t ,  a f f o r d a b l e  h o u s i n g ,  m o s t  o f  t h e  u r b a n  a r e a s  o f  A l a s k a ,  
e x c e p t  f o r  S o u t h e a s t e r n ,  h a v e  h a d  a n  a d e q u a t e  s u p p l y  i n  r e c e n t  
y e a r s .  H o w e v e r ,  h o u s i n g  e x p e r t s  t h r o u g h o u t  t h e  S t a t e  a r e  now  
r e p o r t i n g  t h a t  h o u s i n g  i n v e n t o r i e s  a r e  r a p i d l y  d i m i n i s h i n g  a n d  
p r e d i c t  a  h o u s i n g  s h o r t a g e  u n l e s s  t h e r e  i s  a  s u b s t a n t i a l  c o n ­
s t r u c t i o n  p r o g r a m  t h i s  s um m e r .

H o u s i n g  e x p e r t s  r e p o r t  t h e  g r e a t e s t  s h o r t a g e s  o f  a v a i l a b l e  h om es  
f o r  s a l e  a r e  i n  S o u t h e a s t e r n  A l a s k a ,  K e n a i  P e n i n s u l a ,  M a t a n u s k a -  
S u s i t n a  B o r o u g h ,  a n d  F a i r b a n k s .  A l t h o u g h  t h e  M u n i c i p a l i t y  o f  
A n c h o r a g e  h a s  t h e  l a r g e s t  s u p p l y  o f  h o u s i n g  a v a i l a b l e ,  b o t h  f o r  
s a l e  a n d  r e n t a l ,  t h i s  s u p p l y  i s  r a p i d l y  d i m i n i s h i n g .

T h e r e  a r e  a  n u m b e r  o f  s o u r c e s  c o n f i r m i n g  t h e  a p p r o a c h i n g  h o u s i n g  
s h o r t a g e  i n  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e .  T h e  s u p p l y  o f  a v a i l ­
a b l e  " f o r  s a l e "  h o u s i n g ,  a s  i n d i c a t e d  b y  t h e  A n c h o r a g e  M u l t i p l e  
L i s t i n g  S y s t e m ,  i s  s h o w n  i n  T a b l e  1 a t t a c h e d  h e r e t o .  B a s e d  o n  
t h e  r a t e  o f  s a l e s  s i n c e  J a n u a r y  1 , 1981, t h i s  w o u l d  i n d i c a t e  t h a t  
t h e r e  i s  o n l y  a n  e i g h t  w e e k  i n v e n t o r y  o f  u n s o l d  h o u s i n g  r e m a i n i n g  
i n  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e .  T a b l e  2 i n d i c a t e s  v a c a n c y  r a t e s  
i n  r e n t a l  h o u s i n g .  As c a n  b e  s e e n  f r o m  t h i s  t a b l e ,  h i g h  v a c a n c y  
r a t e s  w h i c h  w e r e  e x p e r i e n c e d  l a s t  y e a r  a r e  now  r a p i d l y  d e c r e a s i n g  
t o  a  n o r m a l  5% t o  7% r a t e .  I n  f a c t ,  t h i s  t a b l e  i n d i c a t e s  t h a t  
m e d iu m  a n d  h i g h e r  p r i c e d  u n i t s  a r e  n ow  e x p e r i e n c i n g  t y p i c a l  v a c a n c y  
r a t e s .  T h e  v a c a n c y  f a c t o r  f o r  l o w e r  p r i c e d  h o u s i n g  i n c l u d e s  m any  
o l d e r ,  s u b s t a n d a r d  u n i t s  w h i c h  a r e  b a r e l y  h a b i t a b l e  a n d ,  t h e r e f o r e ,  
r e p r e s e n t  v a c a n c y  r a t e s  f o r  s u b s t a n d a r d  h o u s i n g  r a t h e r  t h a n  h o u s i n g  
g e n e r a l l y  c l a s s i f i e d  a s  " s a f e ,  s a n i t a r y ,  a n d  d e c e n t " .

I n  s um m a r y ,  i t  i s  t h e  o p i n i o n  o f  t h e  A l a s k a  A s s o c i a t i o n  o f  R e a l t o r s  
t h a t  u n l e s s  t h e r e  i s  a  s u b s t a n t i a l  p r o g r a m  t o  o r o v i d e  f u n d i n g  f o r  
h om e s  a n d  a p a r t m e n t s  d u r i n g  t h e  sum m er o f  1981, a l l  a r e a s  o f  A l a s k a
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w i l l  f a c e  a  s e v e r e  h o u s i n g  s h o r t a g e  b e f o r e  t h e  e n d  o f  1981. B e ­
c a u s e  o f  t h e  l e a d  t im e  r e q u i r e d  t o  c o n s t r u c t  n ew  h o u s i n g ,  i t  i s  
i m p e r a t i v e  t h a t  a n y  p r o g r a m  w h i c h  w i l l  h a v e  a n  im p a c t  o n  t h e  s u p ­
p l y  o f  h o u s i n g  i n  1981 b e  e n a c t e d  a n d  a v a i l a b l e  t o  d i s b u r s e  f u n d s  
n o t  l a t e r  t h a n  M ay 1 , 1981.

T h e  p u r p o s e  o f  t h i s  p a p e r  i s  t o  e x p l a i n  t h e  n e e d  f o r  f u n d i n g  t o  
p r o v i d e  h o u s i n g  f o r  r u r a l  a n d  u r b a n  A l a s k a n s  a n d  some s u g g e s t i o n s  
f o r  p o s s i b l e  l o n g - t e r m  s o l u t i o n s  t o  t h e  h o u s i n g  p r o b l e m s  o f  A l a s k a .

HOUSING COSTS

I n  a d d i t i o n  t o  t h e  p r o b l e m  o f  a  s h o r t a g e  o f  a c t u a l  h o u s i n g  u n i t s ,  
t h e r e  i s  a  p o t e n t i a l  l a c k  o f  a f f o r d a b l e  h o u s i n g  d u e  t o  t h e  c u r r e n t  
a b e r r a t i o n  i n  t h e  f i n a n c i a l  m a r k e t s .  A t  t h e  c u r r e n t  m o m e n t ,  d u e  
t o  t h e  a c t i o n  o f  t h e  1980 L e g i s l a t u r e ,  t h i s  i s  n o t  a p r o b l e m  i n  
A l a s k a  b u t  w i l l  b e  u n l e s s  t h e  L e g i s l a t u r e  t a k e s  a p p r o p r i a t e  a c t i o n .

I r o n i c a l l y ,  t h e  S t a t e ' s  w e l l - b e i n g  h a s  b e e n  , ' e s p o n s i b l e  f o r  t h e  
h i g h  c o s t  o f  h o u s i n g  i n  m any  p a r t s  o f  t h e  S t a t e .  D u e  t o  r i s i n g  
p e t r o l e u m  p r i c e s , t h e  c o s t  o f  h e a t i n g  o i l  h a s  i n c r e a s e d  b y  o v e r  
300% i n  r e c e n t  y e a r s .  I n  some r u r a l  a r e a s ,  t h e  c o s t  o f  h e a t i n g  
o i l  n ow  e x c e e d s  $2.00 p e r  g a l l o n ! !  One w ay  o f  o f f s e t t i n g  i n c r e a s e d  
h o u s i n g  c o s t s  c r e a t e d  b y  t h e  S t a t e ’ s f i n a n c i a l  s u c c e s s  i s  t o  l o a n  
som e o f  t h i s  m o n e y  b a c k  t o  c i t i z e n s  a t  r e a s o n a b l e  r a t e s . .

F o r  t h e  l a s t  s e v e r a l  y e a r s ,  r e n t e r s  i n  m o s t  u r b a n  a r e a s  o f  A l a s k a  
h a v e  b e e n  b l e s s e d  w i t h  e x t r e m e l y  a f f o r d a b l e  r e n t a l  h o u s i n g  d u e  t o  
t h e  o v e r s u p p l y  w h i c h  h a s  k e p t  r e n t s  s t a b l e  d u r i n g  o n e  o f  t h e  h i g h ­
e s t  p e r i o d s  o f  i n f l a t i o n  e v e r  e x p e r i e n c e d  i n  t h e  U n i t e d  S t a t e s .  
D u r i n g  t h e  p e r i o d  o f  S e p t e m b e r  1978 t o  S e p t e m b e r  1980, t h e  C o n s u m e r  
P r i c e  I n d e x  f o r  A n c h o r a g e  i n c r e a s e d  f r o m  192.8 t o  230 .9 , a n  i n c r e a s e  
o f  19.76% i n  t h e  c o s t  o f  l i v i n g .  D u r i n g  t h e  sam e p e r i o d  o f  t i m e ,  
t h e  r e s i d e n t a l  r e n t a l  i n d e x  d e c l i n e d  f r o m  159.9 t o  157.7 f o r  a  d e ­
c r e a s e  o f  1 .4% i n  r e n t a l  c o s t s . l /  D u r i n g  t h e  sam e p e r i o d  o f  t i m e ,  
t h e  c o s t  o f  n ew  c o n s t r u c t i o n  h a s  r i s e n  b y  a p p r o x im a t e l y  20% a n d  
i n t e r e s t  r a t e s  f o r  f i n a n c i n g  new  c o n s t r u c t i o n  h a v e  i n c r e a s e d  b y  
o v e r  40%. A l a s k a n  a p p r a i s e r s  r e p o r t  t h a t  c u r r e n t  r e n t  l e v e l s  w i l l  
h a v e  t o  i n c r e a s e  b y  a t  l e a s t  50% b e f o r e  t h e  c o n s t r u c t i o n  o f  new  
r e n t a l  h o u s i n g  a t  t h e  c u r r e n t  c o s t  a n d  i n t e r e s t  r a t e s  i s  f e a s i b l e .

T h e  e f f e c t  o f  h i g h  i n t e r e s t  r a t e s  o n  p u r c h a s e r s  o f  new  h om e s  c<\n 
b e  b e s t  d e m o n s t r a t e d  b y  c o m p a r i n g  t h e  c o s t  o f  o w n i n g  a  $90,000 
hom e  w i t h  a n  $85,000 m o r t g a g e ,  u n d e r  t h e  c u r r e n t  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  r a t e  o f  10% a s  o p p o s e d  t o  a  r a t e  o f  15% c u r ­
r e n t l y  b e i n g  c h a r g e d  i n  o t h e r  S t a t e s .

1/ A n c h o r a g e  C o n s u m e r  P r i c e  I n d e x  f o r  S e p t e m b e r  1978 a n d  S e p t e m b e r
1980. P u b l i s h e d  b y  t h e  B u r e a u  o f  L a b o r  S t a t i s t i c s  o f  t h e  U . S .  
D e p a r t m e n t  o f  L a b o r .



10% - The required monthly payments on a 30-year, $85,000 
mortgage at 10%, is $745.9 4 / month. Allowing an ad­
ditional $100/month for real estate taxes and insur­
ance, this means, with current underwriting stand­
ards , a family would have to have an annual income 
of $40,605 to afford the typical $90,000 home.

15% - Using the same assumptions at 15%, the required 
monthly payment rises to $1,074.78/month and the 
required annual income to qualify for the loan 
increases to $56,389.

Based on the foregoing, it is safe to predict that unless the Leg­
islature of the State of Alaska provides for continuation and ex­
pansion of existing housing lean p r o g r a m s , there will be a short­
age of available housing throughout the State and everyone except 
those fortunate enough to already own their own home, will exper­
ience a sharp increase in the cost of renting or buying housing. 
Because of this sharp increase in cost, many people will be forced 
to reside in inadequate, overcrowded, or substandard housing.

SUMMARY OF EXISTING PROGRAMS

Since the primary purpose of this paper is to focus on actions 
which can be taken by the Legislature of the State of Alaska, 
no effort will be made to examine Federal housing programs ex­
cept to say that their impact is limited only to a small per­
centage of persons in the very lowest income brackets.

During its 1980 session, the Alaska Legislature's passage of 
SB-1 established several housing loan programs administered 
through the Alaska Housing Finance Corporation and the Depart­
ment of Community and Regional Affairs. At the time of passage, 
they appeared to provide acceptable solutions to the majority 
of Alaska's housing needs. A summary of these programs are as 
follows.

Special Mortgage Loan Purchase P r o g r a m : Under this program, loans
are provided through the Alaska Housing Finance Corporation to all 
credit worthy Alaskans for the purchase of single-family and owner- 
occupied duplexes, to a maximum loan amount of $147,750 for single­
family homes and $189,000 for duplexes. Under this program, loans 
may be made equal to 95% of the appraised value of single-family 
homes and 90% for duplexes. The program provides that the interest 
rate on the first $90,000 of such loans will not exceed 10% annual 
interest for non-veterans or 9% for qualifying veterans. Interest 
rates on the portion in excess of $90*,000 may exceed 10% if AHFC's 
cost of acquiring money is higher.



Graduated Payment Mor t g a g e s : To assist families who are likely
to experience rising incomes to acquire homes sooner, the pro­
gram also allows for graduated payment mortgages where the amount 
of payments are lower in the early years and are increased in later 
y e a r s .

Homeowners Assistance Program: In an effort to expand home owner­
ship opportunities to lower income p e r s o n s , the program provides 
a subsidy for certain lower income persons so that the interest 
cost of their loans can be as low as 6% and so that the required 
payments do not exceed 25% of their income.

Non-Conforming Housing Lo a n s : Because the "bond market" has tradi­
tionally required that bond funds may be only used to make loans 
on "standard homes" (usually defined to mean the type of housing 
that non-Alaskan investors are familiar with), there has never been 
an adequate supply of money for many of Alaska's rural communities. 
As a result, SB-1 established a special non-conforming housing p r o­
gram within the Department of Community and Regional Affairs to pro 
vide loans for rural housing which does not meet the so called 
"standard housing" criteria.

Mobile H o m e s : For the first time, the State has implemented a p r o­
gram whereby long-term money is available for purchase of mobile 
homes at reasonable rates.

PROBLEMS WITH EXISTING PROGRAMS

Although the above-mentioned programs did provide a solution to
a large percentage of A l a s k a’s housing need, they did not address 
the needs for rental housing or higher priced h o m e s . Due to ad­
ministrative regulations, they have not been significantly effec­
tive in providing ownership of duplexes. Unfortunately, the pro­
gram was primarily dependent upon the sale of tax-exempt b o n d s , 
which can be sold at rates substantially less than rates for tax­
able bonds, to meet the funding needs of the program. During the 
"lame duck session" of the 1980 Congress, the so called "Ullman 
Bill" was passed, which sharply restricts the availability of 
tax-exempt bonds to meet housing needs. The bill does provide for 
a transitional period in which a small percentage of the non-veteran 
housing needs may be met through sale of tax-exempt b o n d s . If the
tax-exempt bonds are general obligation b o n d s , they may be used to
make loanrj to qualifying v e t erans. The enactment of the "Ullman 
Bill" means that the cost of providing housing loans for most 
Alaskans will be sharply increased. According to a February 18,
1981 memorandum from Milt Barker, Legislative Fiscal Analyst, op­
tions that are being considered for meeting the needs of loans not 
qualifying for tax-exempt bonds are the sale of taxable revenue 
bonds and pass through mortgage certificates .2/

2/ Memorandum dated February 18, 1981 from Milt Barker, Fiscal 
Analyst to Honorable Arliss Sturgulewski, Chairwoman, Eudget 
and Audit Committee, on the subject, "AHFC and the Ullman Bill".
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While, of course, it would be possible to raise money through either 
of these two mechanisms, both will result in a substantial increase 
in cost. To continue the existing programs, it is estimated that 
the cost of selling taxable bonds at 15% would be $236 million for 
$700 million in loans to 7,000 families. Although the Barker memo 
indicates that Merrill Lynch has estimated a reduced cost of 13.1% 
for pass through certificates, that cost still amounts to 
$139,000,000.2/
Using the worst case estimate (15% taxable bonds), the average 
cost to maintain the current 9% and 10% interest rates would be 
$33,714 per loan ($236,000,000 * 7,000). Since the 15% taxable 
bond rate is based on a 30-year period and considering the aver­
age loan is refinaced every seven y e a r s , the total number of 
families benefiting from the program over the 30-year bond period 
would be approximately 28,000 and the cost of the interest differ­
ential per family would be $8,428 ($33,714 * 4). According to the 
Barker memo, the 1970 census indicates an average household size 
of 3.52 persons. Using this figure and assuming an average loan 
of 7% years (90 months) per family, the cost of the interest dif­
ferential is $26.60/month/person benefitted ($8,428 + 3.52 =
$2,394; $2,394 * 90 months- = $26 . 60/month).

Although the cost of $26.60/month/person benefited is based on 
the worst case estimate and even though that figure seems a bar­
gain for the benefits provided, some persons would prefer to use 
Alaska's vast oil wealth for other purposes. Rather than chance 
creating a severe housing shortage through losing an argument 
as to whether or not the State of Alaska can afford $20+ per month 
per citizen to provide an adequate supply of decent affordable 
housing, the Alaska Association of Realtors is making recommenda­
tions to reduce the cost of loan programs and to broaden the eli­
gibility of those who may benefit.

POSSIBLE SOURCES OF MONEY

While the sale of taxable bonds is one source of obtaining the 
necessary money to fund a viable loan program, it is also the 
most expensive method. The Alaska Association of Realtors, 
therefore, would like to propose consideration of a combination 
of the following alternate sources of financing as a method to 
reduce the cost of the interest differential.

2/ Memorandum dated February 18, 1981 from Milt Barker, Fiscal 
Analyst to Honorable Arliss Sturgulewski, Chairwoman, Budget 
and Audit Committee, on the subject, "AHFC and the Ullman Bill".



1. Sale of Tax-Exempt B o n d s : Although the Ullman Bill does
sharply restrict the use of tax-exempt b o n d s , it does allow 
each State to sell tax-exempt bonds to a maximum of $200 million 
per year or 9% of the average annual mortgages for the past three 
years. In the case of the State of Alaska, this means $200 million 
per year could be funded through the sale of tax-exempt b o n d s . How­
ever, legislation further provides that only 50% of this amount can 
be utilized by the State Housing Finance Agency. Since the Alaska 
Housing Finance Corporation estimates a need of $700 million for 
next year, $100 million of this amount could be raised from the 
sale of tax-exempt bonds with the remaining $500 million from 
other sources.

2. Pass Through Mortgage Certificates: Pass Through Mortgage
Certificates are securities participating in a pool of specific 
mortgages whereby the actual payments to interest and principal 
pass through on a pro rata basis to the holder of the certifi­
cate. Because residential mortgages are traditionally paid off 
well before their maturity (average of 7 years), such certificates 
represent a shorter term investment than 30-year mortgage bonds.
As a result, the required interest rate on such certificates is 
usually.less than long-term bonds. According to the Barker memo, 
Merrill Lynch indicates that such certificates could be sold on 
the market for 13.1% as opposed to 15% for mortgage bonds.

3. General Obligation Bonds for V e t e r a n s : The Ullman Bill spe-
cifically allows the sale of tax-exempt general obligation bonds 
to fund veteran loan programs similar to those now in effect in 
California and Oregon. The staff of the Alaska Housing Finance 
Corporation has already explored this possibility and estimates 
that 30% to 40% of the total financing market is represented by 
veterans. Assuming the lower figure means that $210 million of 
the total $700 million need could be met through inexpensive tax- 
exempt bonds. Unfortunately, the issue has not been completely 
clarified as to whether or not Alaska can sell such bonds without 
a Constitutional Amendment. If the Attorney General rules that 
they can be sold, then immediate steps should be taken to imple­
ment such a bond sale. If a Constitutional Amendment is required, 
it will not be possible to implement such a program during 1981. 
Nevertheless, even though there might be a delay in implementing 
such a program, it will be a solution to future needs and should 
be pursued as quickly as possible.

4. Sale of Tax-Exempt Bonds for Rental Hous i n g : Since ne total 
thrust of the Ullman"Bill was to limit the sale of tax-exempt bonds 
to make loans for the purchase of housing, it did not in any way 
limit the authority of the Alaska Housing Finance Corporation to 
sell tax-exempt bonds for low and moderate income rental housing. 
Since Alaska will soon experience a shortgage of rental housing
as well as owner-occupied housing, immediate steps should b<= taken 
to implement a sale of tax-exempt bonds to provide loans for con­
struction of low and moderate income rental housing.



5. Direct Investment in Mortgage Loan?.; Since the State of Alaska 
is projected to have a large budget surplus, a desirable alternative 
to spending that money would be to invest a substantial portion in 
mortgage loans yielding 9% to 10%. While such an interest rate is 
lower than the rate which can be currently obtained in the short­
term financial market, it is a higher return than the State has 
averaged on other investments over the past several years. For ex­
ample, an article in the March 4th edition of the Anchorage Times 
indicates that $46 million of the State Employees Pension Fund, 
which the Department of Revenue has invested in gold, is now only 
worth $34.8 million. However, the article quotes Revenue's Deputy 
Commissioner as stating that a "secret agreement" with an "unnamed 
bank" will provide the State with a guaranteed profit of 6 . 5 % !
Since current practice provides for careful underwriting of mort­
gage loans and independent mortgage insurance on the top 20% of
the loan b^ a reputable mortgage insurance company, investments 
in mortgage loans are virtually risk free. It would appear that 
a 9% to 10% return in a relatively risk free investment, which 
also provides benefits to the citizens, whose money is being 
loaned, is certainly a more attractive investment than specula­
tion in a non-productive commodity at 6?g%.

6. Loans from the Permanent F u n d : The same arguments expressed 
above for direct investment by the State can be made for invest­
ing a portion of the Permanent Fund in residential mortgages. A l­
though Commissioner of Revenue, Tom Williams, has stated that the 
Permanent Fund is currently earning 13%, its average return over 
the past several years has been somewhat less. For example, the 
rate of return in Fiscal 1978 was 7.53%; Fiscal 1979 was 8.24%; 
and Fiscal 1980 was 11.29%.3/

One difficulty in use of the Permanent Fund is the belief by 
some that the purpose of the Permanent Fund is to obtain the 
maximum possible monetary yield without regard to the residual 
benefits that can be obtained by investing in the welfare of 
the beneficiaries of the Fund. Even if this somewhat ques­
tionable philosophy is accepted, the Permanent Fund can be 
used to satisfy housing needs and housing loans can benefit 
the Permanent Fund. For example, rather than pay $139 million 
to non-resident investors to fund the required interest differ­
ential on the sale of pass through mortgage certificates, it 
would be more desirable to appropriate an additional $139 
million to the Permanent Fund and allow it to invest in such 
certificates. At least in this manner, the total capital 
amount is invested in the Permanent Fund rather than being 
spent outside the State of Alaska.

3/ Alaska Permanent Fund Corporation, 1980 Annual Report and 
Financial Statements.
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It must also be remembered that the interest differential 
applies only on the first $90,000 of a loan and that there 
is no program presently available to those Alaskans who de­
sire and are able to pay a loan for more than $147,750. The 
Permanent Fund could easily be utilized to make such higher 
limit loans or to make the portion of the loan in excess of 
$90,000.

In any event, it is the opinion of the Alaska Association of 
Realtors that 10% mortgage loans made to the beneficiaries of 
the Permanent Fund are an attractive long-term investment while 
also providing numerous social benefits and increased employment.

SUGGESTIONS FOR BROADENING ELIGIBILITY OF THE PROGRAM

In an effort to allow more Alaskans to benefit from a compre­
hensive housing program and to allow the amount of money avail­
able for such a program to go farther, the Alaska Association 
of Realtors suggests the following program c h a n g e s .

1. Expand Loan Program to Include Owner-Occupied Triplexes and 
Fourplexes: Since the typical cost of triplexes and fourplexes 
ranges from $40,000 to $50,000 per dwelling unit, the cost per 
dwelling unit is substantially less than the $90,000 to $100,000 
required in a single-family loan program. Additional benefit of 
such a program is that it provides housing for owner-occupants
as well as additional rental housing for those persons who do not 
desire to undertake the obligation of home ownership.

2. Expand the Use of Graduated Payment Mo r t g a g e s : Through the
expanded use of Graduated Payment M o r t g a g e s , the income eligi­
bility requirements to qualify for a loan are decreased, there­
fore, allowing more persons to qualify.

3. Implement a Program of Junior M o r tgages: In almost every
situation involving the sale of an existing home, a major por­
tion of the purchase price paid to the seller is used to pay 
off an existing loan. Many of these loans are held by the 
Alaska Housing Finance Corporation and were obtained from the 
sale of low interest bonds in earlier years. By allowing the 
purchaser to assume an existing loan and obtain a new junior 
mortgage for the required differential in sales price, the 
amount of money available goes much farther. As an example, 
assume that in the sale of a $90,000 home the buyer requires 
an $85,000, 30-year mortgage at 10% but that the home being 
sold is already subject to an existing $55,000 loan made five 
years ago (25 years remaining on the loan) at 8% interest.
The economics of the situation are as follows:



$85,000 loan at 10% with 30 
year amortization = $ 7 4 5 . 9 4 / m o n t h

Payments on existing $55,000
loan at 8% with 25 years re­
maining = -4 2 4 . 50/month

Payments available to be made
on $30,000 junior mortgage: $321.44/month

In this example, rather than requiring $85,000 in new money, only 
$30,000 is required for a junior mortgage and the buyer can pay 
$321.44/month on that mortgage without increasing his cost above 
the cost of a new 30 year, $85,000 mortgage at 10%. If the jun­
ior mortgage were made for 25 years (the term on the underlying 
mortgage) payable at $321.44/month, the yield to Alaska Housing 
Finance Corporation on the $30,000 junior mortgage would be a p­
proximately 12.25%.

As can be seen from the above example, through the use of junior 
mortgages, the amount of money required is less and the interest 
rate paid by the borrower is more. As a result, without increas­
ing the cost of home ownership, it is possible to make the same 
amount of available money benefit more people and the cost of 
the interest differential is reduced.

4. Expand Loan Program to Include Multiple-Family Hous i n g : As 
discussed under "Possible Sources of Money'1, it is still possi- 
ble to sell tax-exempt bonds to make loans for the construction 
of lower and moderate income rental housing. Since the typical 
cost of construction of rental units is approximately $40,000 
per unit, the amount of money required for a dwelling unit is 
less than under single-family programs. In addition, by making 
loans financed from tax-exempt bonds, the required interest rate 
to the borrower would be less, thereby reducing rents to occupants 
and reducing the amount of rental increases required to make new 
multiple housing feasible.

5. Continuation of the Mobile Home Prog r a m : As mentioned b e­
fore xn this paper, the State of Alaska has recently enacted a 
program to provide loans for the acquisition of mobile homes.
Since the cost of mobile homes is significantly less than the 
cost of acquiring a conventionally constructed single-family 
home, the cost per dwelling unit is substantially less. Also, 
because mobile homes are factory manufactured and are easily 
transportable by barge, it is easy to meet rapidly expanding 
housing n e e d s , particularly in rural locations, through use of 
mobile homes.

6. Higher Loan Limit: Although only a small percentage of
Alaskans have the financial capability to acquire a home requir­
ing loan limits in excess of the AHFC limit, those that do are 
forced to borrow the entire amount of money at currently prevail­
ing money market rates. Although such persons ere in a better



financial position than the average Alaskan, they are, neverthe­
less, citizens and should be entitled to the same benefit of an 
interest differential on the first $90,000 of money borrowed.
We propose that loans be allowed. eq«al-to 80% of the purchase 
price of any Alaskan home with a maximum 10% interest rate on the 
first $90,000 (9% veterans) with the balance at market rates. Such 
a change in the program would eliminate the present discrimination 
against higher income A l a s k a n s .

7. Refinance of High Interest D e b t : Because the current loan pro­
grams have been in existence for only a short time and because not 
all Alaskans were eligible, certain persons have been forced to ob­
tain loans at high short-term money market r a t e s . Although we do 
not propose that loans be allowed to extract equity from the prop­
erty, we do believe that loans should be made available to refinance 
existing high interest loans plus the cost of such refinancing in­
cluding any costs incurred for remodeling or energy conservation. 
Such a program will eliminate the discrimination against those per­
sons forced to pay higher interest rates for acquisition of their 
homes simply because they were purchased prior to the current loan 
program.

8. Expanded Funding of Non-Conforming Housing P r o gram: Because of 
the difficulty which has been encountered Tn the past in selling 
bonds to make rural loans and loans for homes not considered to 
meet "urban standards", the Legislature should provide sufficient 
direct appropriations to provide for those n e e d s .

9. Increase Percentage of Income Allowable for Mortgage Payments: 
This change would not involve legislation but would involve a change 
in Alaska Housing Finance Corporation's regulations. The current 
eligibility criteria provides that borrowers may not pay more than 
25% of their gross income for principal, interest, taxes, and in­
surance. In the example shown earlier in this paper, it was point­
ed out that, as a result of this requirement, a family had to have 
an income of $40,605 to acquire a $90,000 home with an $85,000 loan. 
In many foreign countries and even in other S t a t e s , lenders have 
recognized that the 25% limit is somewhat arbitrary and that it is 
possible for persons to pay a larger percentage of their income for 
housing without jeopardizing their ability to provide for other 
living needs or making a risky loan. If, for’ example, the limits 
were raised from 25% to 35%, the necessary income to qualify for
an $85,000 loan to purchase a $90,000 house would be reduced frcm 
$40,605 per year to $29,003 per year. Such a change in regulations 
would immediately make many more Alaskans eligible for home owner­
ship .

10. Change Method of Underwriting Duplex Loans: At the current 
time, in determining the eligibility of a borrower for a duplex 
loan, his eligibility is calculated by adding 80% of the rental 
value of the rental unit to his income. Therefore, if a person 
making $40,000/year desires to acquire a duplex with a unit rent­
ing for $500/month, the amount of mortgage payments which he may 
pay is calculated as follows:
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Basic Income: $40 ,000

Total Income: $44,80U

Since a borrower may only pay 25% of his eligible income for mort­
gage, taxes, and insurance payments, the maximum payment he may 
make for debt service, taxes, and insurance is $933/month ($44,800 
* 12 x .25). If the cost of taxes and insurance were $100/month, 
the maximum loan at 10% interest with a 30-year amortization is 
only $94,921. Since the cost of a typical duplex is much higher, 
a person earning $40,000/year is not eligible for a duplex loan 
unless he has large cash savings which he can make as a down pay­
ment.

Instead of the present standard of underwriting duplex loans, we 
suggest that the borrower be allowed to subtract 80% of the rental 
value of the rental unit from the total payment of principal, in­
terest, taxes, and insurance before calculating eligibility. Uti­
lizing this method, a person earning $40,000 could make monthly 
payients of $833.33/month before counting the rental value. If 
80% of the rental value were then added, the total amount of pay­
ments which a borrower could make would be $1,233 ($833 + 80% x 
$500). If the cost of taxes and insurance is $133/month, the 
borrower would have $1,100 for principal and interest payments.
At 10% interest, this would amortize a loan of $125,345. With 
this change in AHFC's administrative regulations, it would be 
possible for a person earning $40,000/year to acquire a modest 
duplex.

Rental Income: $500/Mo. x 12 x 801 = 4,800

SUMMARY

In addition to the increased availability of housing for more 
Alaskans, it must be remembered that a program which provides 
money for construction of new homes provides many jobs in the 
construction and related industries. Throughout the decade of 
the 1 9 7 0’s, the average number of new housing units constructed 
in Alaska was 4,775 per year. Although we know of no specific 
studies within the State of Alaska, a survey by the Economics 
Department of the National Association of R e a l t o r s , indicates 
that due to the multiplier effect of money spent in the con­
struction industry, the construction of each new home provides 
employment for 4 persons during the year in which the home is 
constructed. Assuming no increase in new construction over 
the 1970's average, the continued availability of residential 
financing, therefore, has the ability of providing 19,100 jobs 
per year. While not all of the jobs created would be in Alaska, 
a high percentage of them would b e .
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While the Alaska Association of Realtors ir> not naive enough 
to believe that adoption of all the suggestions contained h e r e­
in will solve all of the housing needs of all A l a s k a n s , we do 
sincerely believe that if these suggestions are adopted, more 
Alaskans will be provided with safe, sanitary, and decent h o u s­
ing, more jobs will be provided for Alaskans, and the cost bene­
fit ratio will be very nominal. For many years Alaskans have 
been forced to live in the lowest quality housing of any State 
in the United States because of a poor economy, lack of mortgage 
financing, and the complete dependence on the Federal government 
for all our needs. Now that we have been fortunate enough to see 
our natural resources profitably developed, we should make every 
attempt to wisely utilize the money produced by such resource de­
velopment to raise the housing standards of all Alaskans to thos
enjoyed by persons in the rest of the United States. The need i
obvious, funds are available, and the Alaska Legislature has the
ability to provide the solution.

For additional information, please contact:

Alaska Association of Realtors 
1818 W. Northern Lights Boulevard 

Anchorage, Alaska 99503

Phone: (907) 272-8016

OJ 
(D



T A B L E  I

A N C H O R A G E  M U L T I P L E  L I S T I N G  S E R V I C E

T h e  f i g u r e s  b e l o w  w e r e  c o m p i l e d  f r o m  the M u l t i p l e  L i s t i n g  
B o o k  d a t e d  M a r c h  24, 19 8 1  a n d  f r o m  the F e b r u a r y  m o n t h - e n d  
"MLS L i s t i n g  E x c h a n g e  S t a t i s t i c s " .  T h e  f i g u r e s  i n c l u d e  
A n c h o r a g e ,  E a g l e  R i v e r ,  P o t t e r ,  W h i t t i e r ,  e t c .  U n f o r t u n a t e l y ,  
s t a t e w i d e  f i g u r e s  a r e  n o t  a v a i l a b l e ,  b u t  h o u s i n g  n e e d s  a r e  
c o n s i d e r e d  to be as c r i t i c a l  in t h e  m o r e  rural a r e a s  of 
A l a s k a .

U n i t s  L i s t e d  ( 3 / 2 4 / 8 1 )

S i n g l e  F a m i l y  6 9 2
C o n d o m i n i u m  U n i t s  2 1 8

910

S a l e s  Per W e e k  in F e b r u a r y  118

W e e k s  of I n v e n t o r y  R e m a i n i n g  7.7



TABLE II

T h e  S p r i n g  1981 i s s u e  of the A n c h o r a g e  Real E s t a t e  R e s e a r c h  
R e p o r t  is in the p r o c e s s  of b e i n g  p r i n t e d .  T h e  c i v i l i a n  
r e n t a l  h o u s i n g  v a c a n c y  r a t e  i n c l u d e d  t h e r e i n  is as f o l l o w s :

Th< l o w e r  p r i c e d  u n i t s  had a c o n s i d e r a b l y  h i g h e r  v a c a n c y ,  
b u t  t h a t  r a t i o  is n o t  c o n s i d e r e d  to be r e p r e s e n t a t i v e  of the 
m a r k e t .  T h e  v a c a n c y  r a t i o  of h o u s i n g  g e n e r a l l y  c l a s s i f i e d  as 
'safe, s a n i t a r y ,  & d e c e n t '  is 5 . 5 %  to 7 . 2 %  as of J a n u a r y  31,

1981.

P e r c e n t  of V a c a n c y  
R e n t a l  U n i t s  A c c o r d i n g  to P r i c e

J a n u a r y  19P ,

Low

2 7 . 1 %

M e d i u m

7 . 2 %
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C O M M I T T E E  R E P O R T

S E N A T E

FURTHER: N on e

2/4/81

Date: March 5, 1981

Mr. President:

The Committee on_ 

housing loans

Finance has had SB 148

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

cv ] do pass [ ] do not pass

do pass with attached amendments(s ) 

replace with CS for 3  s 3  [ j
[ X'] same title 

new title

and recommends

[ 1 

[ ] 

[ ]

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

reports it back without recommendation

referred to the  Committee

MEMBERS SIGNING / 
D'O PASS

MEMBERS HAVING 
OTHER RECOMMENDATIONS

-> / / t/7 \ I ------------------------------- \ AJ/tK- - C‘.
T T „ / -j>/s,< r'£. ■ £i ~6:' ' ' / cr.

i ^
■CHAIRMAN
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Original sponsor? M u l c a h y

IN THE SENATE BY THE FINANCE COMMITTEE 

CS FOR SENATE BILL NO. 148 (Finance)

IN THE L E GISLATURE OF THE STATE OF A L A S K A  

TWEL F T H  L E GISLATURE - FIRST SESSION 

.A BILL

For a n  Act entitled* . "An Act relating to housing loans; and p r o v i d i n g  for

an effective data."

BE IT ENACTED BY THE L E GISLATURE OF THE STATE OF ALASKA:

* S e c tion 1. AS 44.47.370 is amended by adding a n e w  p a r a g r a p h  to read:

(8) originate and service direct loans m a d e  for c o n s t r u c­

tion, purchase, renovation, or improvements and b u i l d i n g  mat e r i a l s ,  for 

no n c o n f o r m i n g  h o u s i n g  made to qualified buyers in a c c o r d a n c e  w i t h  

AS 44.47.360 - 44.47.560.

* Sec. 2. AS 44.47.380 is amended to read:

Sec. 44.47.380. NONCONF O R M I N G  HOUSING L O A N  FUND. T h e r e  is 

created in the Department of Community and Regional A f f a i r s  the non- 

conforming h o u s i n g  loan fund consisting of m o n e y  a p p r o p r i a t e d  to it by 

the legislature. The director shall administer the n o n c o n f o r m i n g  

h o u s i n g  loan fund in accordance w i t h  AS 44.47.360 - 4 4 . 4 7 . 5 6 0  and shall 

use the money in the nonconforming housing loan fund to originate, 

p u r c h a s e ^  or p a r ticipate in the purchase of .

(1) nonconf o r m i n g  h o u sing mortgage loans;

(2) loans made for building materials for n o n c o n f o r m i n g  

housing; ‘

(3) loans made for renovations or improvements to n o n c o n­

forming housing^. -

(4) loans for construction of no n c o n f o r m i n g  h o u s i n g .

* Sec. 3. AS 44.47.390 is amended to read:

Sec. 44.47.390. LIMITATIONS ON USE OF N O N C O N F O R M I N G  H O U S I N G  LOAN

- 1 -  C S S B  1 4 8 ( F i n )
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FUND. The director m a y  not use the money in the n o n c o n f o r m i n g  h o u s i n g  

loan fund to

(1) originate direct loans or purchase o r  parti c i p a t e  in the 

purchase of a nonconforming housing mortgage loan w h i c h  exceeds the 

limitations on m o r tgage loans purchased by the Federal National Mortgage 

As s o c i a t i o n  as to principal amount;

(2) originate direct loans or purchase or parti c i p a t e  in the 

purchase of a loan m a d e  for building materials for n o n c o n f o r m i n g  housing

(A) wh i c h  exceeds $45,000 or exceeds

(i) 80 percent of the a p p r a i s e d tv a l u e  of the w o r k

completed on the nonconforming housing for w h i c h  the loan is made 

if the nonconf o r m i n g  housing is pledged as c o llateral for the 

loan; or

(ii) 80 percent of the value o f  other p r o perty 

whi c h  is pledged as security for the loan a n d  w h i c h  is s a t i s­

factory to the director as collateral;

(B) unless the terms of the loan a g r e e m e n t  require

inspections and certifications, as required b y  regulations of the 

director, at the expense of the borrower; and

(C) unless the period of time allo w e d  for repayment of

the loan is equal to or less than 15 years [THE LESSER O F

(i) T H R E E  YEARS*; OR 

(ii) THE MAXIMUM PERIOD OF T I M E  ESTAB L I S H E D  BY 

REG U L A T I O N  BY THE DIRECTOR BASED ON THE P R E V A I L I N G  PRACTICE AMONG 

PRIVATE FINANCIAL INSTITUTIONS IN THE GENERAL A R E A  IN WHICH THE 

LOAN IS MADE FOR LOANS FOR THE PURCHASE OF B U I L D I N G  M A T E R I A L S ];

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

purchase of a nonconforming housing mortgage loan w h i c h  is secured by 

real property the m a r ketable title to which is s h o w n  in acc o r d a n c e  with

-2- CSSB 1 4 8 (Fin)
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AS 44.47.420(b)(2) if the total amount of outstanding no n c o n f o r m i n g  

housing mortgage loans held by the division exceeds 10 times the amount 

of m o n e y  in the restricted title loss reserve account (AS 44.47.430) [;

(4) PURCHASE OR PARTICIPATE IN THE PURCHASE OF C O NSTRUCTION

LOANS].

* Sec. 4. AS 44.47 is amended by adding a new section to read:

Sec. 44.47.395. OPERATING LOSS RESERVE ACCOUNT. (a) There is 

e stablished an operating loss reserve account for the p u r p o s e  of m e e t­

ing legal expenses incurred through the foreclosure of properties 

a cquired by the director under AS 44.47.370(6) and m a k i n g  repairs to 

these properties so that they m a y  be sold to n e w  buyers.
i i

(b) The operating reserve loss account consists of m o n e y  appro- 
«

priated by the legislature. To the extent that m o n e y  is p a i d  out of 

the operating loss reserve account for the purposes s t a t e d  in this 

section, this money shall be replaced with mo n e y  r e c e i v e d  as interest 

on loans authorized b y  this chapter.

* Sec. 5. AS 44.47.400 is amended to read:

Sec. 44.47.400. SECURITY FOR LOANS. (a) The director shall 

adopt regulations in accordance with the A d ministrative Pr o c e d u r e  Act 

(AS 44.62) establishing acceptable security for loans o r i ginated or 

purchased in whole or in part under AS 44.47.380.

(b) A p e r s o n  m a y  pledge as security for the r e p ayment of a loan 

originated or purchased in whole or in part under AS 44.47.380 a p r e­

ference right he holds to receive title to land h e  occupies as a p r i­

mary place of residence, primary place of business, subsistence 

campsite, or as headquarters for reindeer husbandry. The p r e ference 

right must be conveyed to the per s o n  by the Native c o r p o r a t i o n  to w h i c h  

the land was granted under section 14 of the Alaska Nati v e  Claims 

Settlement, Act (85 Stat. 688, 43 U.S.C. secs. 1601 - 1626, as amended

- 3 -  C S S B  1 4 8 ( F i n )



b y  P.L. 94-204) before it may be pledged as s e c u r i t y  u n d e r  this s u b­

section. The commissioner of community and r e g ional affairs shall 

prescribe procedures and standard forms for estabishing, pledging, a n d  

appraising the value of a preference right h e l d  b y  a p e r s o n  to secu r e  

the repayment of a loan originated or p u r chased in w h o l e  or in p a r t  

under AS 44.47.380.

Sec. 6. AS 44.47.410 is amended to read:

Sec. 44.47.410. INTEREST ON LOANS. The i n t erest rate on a m o r t ~  

gage loan originated or purchased in whole or i n  part under AS 44.- 

47.380 may not exceed

(1) nine percent for a mortgage loan m a d e  to a p e r s o n  w h o  is 

an eligible veteran under AS 18.56.101}

(2) ten percent for a mortgage loan m a d e  to a p e r s o n  ot h e r  

than a person described in (1) of this, subsection.

Sec. 7. AS 44.47.420(a) is amended to read:

Sec. 44.47.420. TITLE. (a) Before the director originates or 

purchases a n o nconforming housing mortgage loan in w h o l e  or in part, 

the director m a y  require a borrower to show m a r k e t a b l e  title to r e a l  

p r o p e r t y  offered as security for the loan to be purchased.

Sec. 8. AS 44.47.430(b) is amended to read:

(b) The director m a y  w i t h d r a w  mon e y  from the r e s tricted title 

loss reserve account in an amount equal to the loss to the d i v i s i o n  o n  

a nonconforming housing mortgage loan originated or p u r c h a s e d  in w h o l e  

or in part by the division if marketable title to the real p r o p e r t y  

used to secure the loan was shown in accordance w i t h  AS 4 4 .47.420(b)-

(2). Mo n e y  w i t hdrawn from the restricted title loss reserve a c c o u n t  

under this section shall be deposited in the n o n c o n f o r m i n g  h o u s i n g  l o a n  

fund.

Sec. 9. AS 44.47.460 is amended to read:

- 4 -  C S S B  1 4 8 ( F i n )
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Sec. 44.47.460. LOAN SERVICING. (a) Before p u r c h a s i n g  or par-
i r 1 f

ticipating in the purchase of a loan, the director s h a l l  enter into a 

loan servicing agreement w i t h  the private financial i n s t i t u t i o n  f r o m  

w h i c h  the loan is to be purchased.

(b) The director may execute service agreements w i t h  private 

lending institutions to service loans originated b y  the division.

(c) Under the servicing agreement, the p r i vate f i n a n c i a l  i n s t i­

tution shall administer the loan and may charge the d i v i s i o n  a n e g o t i­

ated fee on the division's share of the loan. W h e n  appropriate, the 

[THE] private financial institution m a y  also charge, t h e  borrower a 

r e a sonable originator fee not to exceed one percent.

* Sec. 10. AS 44.47.470 is amended to read:

Sec. 44.47.470. APPRAISALS. Before originating o r  pur c h a s i n g  or
0
p a r ticipating in the purchase of a n o nconforming h o u s i n g  -mortgage loan, 

the director m a y  have or may require the borrower to h a v e  an appraisal 

ma d e  of the fair market value of the real property, i n c l u d i n g  s t r u c­

tures on the real property, for which the loan is made*- In conducting 

an appraisal under this section, the appraiser shall g i v e  full v a l u e  to 

ins u l a t i o n  and other features of construction in s t r u c t u r e s  on the real 

p r o p e r t y  w h i c h  add to the energy efficiency of the structures.

* Sec. 11. AS 44.47.490 is amended to read:

Sec. 44.47.490. ASSISTANCE BY DIVISION PERSONNEL,. (a) The 

director shall create field offices w h i c h  have the a u t h o r i t y  of final 

approval of loans under this chapter, hire at least one lending offi- 

cerj_ and m a y  [SHALL] contract for the services of

(1) real property appraisers who are familianr with rural

construction; and

(2) engineers who are familiar w i t h  e n g i n e e r i n g  problems in 

arctic and subarctic regions.

- 5 -  C S S B  148  ( F i n )
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(b) The personnel described in (a) of this s e c t i o n  shall make 

regular visits to each of the regions established u n d e r  AS 44.47.510(a) 

to provide p r e c o n s t r u c t i o n  and p o s t - c o n s t r u c t i o n  inspections of real 

property for wh i c h  loans are originated or pu r c h a s e d  by the division i n  

whole or in part under AS 44.47.380 and to provide a s s i s t a n c e  to p r i­

vate financial institutions and their borrowers in the regions.

* Sec. 12. AS 44.47.510(b) is amended to read:

(b) Unless otherwise required b y  an appropriation, the director 

shall allocate the mo n e y  in the nonconf o r m i n g  h o u s i n g  l o a n  fund among 

the regions established under (a) of this section f6r the purpose of 

originating or purchasing each type of loan des c r i b e d  in AS 44.47.380. 

In making an allocation under this subsection, the director shall 

consider the past and potential lending a c t ivity o f  p r i v a t e  financial 

institutions in the region as well as the need for loans in the region. 

The director m a y  reallocate the mon e y  among the regions as he considers 

necessary.

* Sec. 13. This Act takes effect i m mediately in a c c o r d a n c e  with AS 01.- 

10.070(c).

- 6 - C S S B  1 4 8 ( F i n )
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THE LEGISLATURE O F THE STATE OF ALASKA
TWELFTH LEG ISLA TU RE

FISCAL NOTE

I. R E Q U E ST
B ill /R tso lu t ion  No. S B -148
Title  An act relating to housing loans; and providing for an effective date. 
Requested b v Mill cahy________________________________________________________Date 2 / 1 1 / 8 1

II. FISC A L D ETA IL
Agency Affected Department of Commerce and Economic Development
Program Category A ffec ted  Public Protection
BRU, Program, or Subprogram (s) Affected Division of Insurance
(N o te :  If  m ore  than o n e  budget co m p o n en t  is affected , separate  line-item am o u n ts  and  funding for each 

co m p onen t in the  analysis section.)
E X PE N D ITU R ES (T housands o f  Dollars)

. •- FY 8 1 FY 8 2 FY 8 3 F Y  8 4 FY .85 .F Y  8 6
100 PER SO N A L SERVICES
200  T R A V E L
300  C O N TR A C TU A L
4 0 0  COMM ODITIES
500 EQUIPM ENT
600 LAND & STR U C TU R E S
700 GRANTS. CLAIMS. ETC.

TO TA L
0

FU N D IN G  (T housands o f  Dollars)

G E N E R A L  FUND 0 0 0 0 0 0
F E D E R A L  FUNDS
O T H E R  (Specify Fund Source)

POSITIONS 

F U L L  TIME 0 0 0 0 0 0
PA R T TIME 0 0 0 0 0 0
TEM PO R A R Y 0 0 0 0 0 0 1

III. ANALYSIS (See Fiscal N ote  P repara tion  Instructions, Section III)

IV. DATE 2 / 1 1 / 8 1

Original: Legislative Finance
cc: Budget and Management

Prime Sponsor (First Legislator Named)

A G E N C Y  46-5̂ 25-15-  PH O N E _  <raia
of-̂ -Lrrstrrcm'ccr



TH E  LEG IS LA TURE  O F  TH E  STATE O F  ALASKA 
TWELFTH L EG IS LA TU R E

F ISCAL NOTE

I. REQUEST
Bill/Resolution No. SB-148  _______
Title An act relating to housing loans; and providing for an effective date. 

Requested bv Mul cahy_______________________________________________ Date 2/11/81

I I .  F ISCAL D ETA IL
Agency Affected Department of Commerce and Economic Development_____________________
Program Category Affected Public P r o t e c t i o n ___________________________________________
BRU, Program, or Subprogram(s) Affected Division of Insurance_______________________________
(Note: I f  more than one budget component is affected, separate line-item amounts and funding for each 

component in the analysis section.)
EXPEND ITURES (Thousands o f Dollars)

100 PERSONAL SERVICES .

400 COMMOD IT IES_______
500 EQU IPMENT__________
600 LAND & STRUCTURES
700 GRANTS. CLA IMS. ETC.

TOTAL

FUND ING  (Thousands of Dollars)

G EN ERA L  FUND 
FED ERA L  FUNDS
OTHER  (Specify Fund Source)

POSITIONS 

FULL  T IM E
PART T IM E
TEMPORARY

I I I .  ANALYSIS (See Fiscal Note Preparation Instructions, Section II I)

FY  81 FY 83 FY 84 F Y  .85 .FY 86

.PREPARED , .BY 
AG EN CY  U1V1 
P H O N E _______

IV . DATE 2/11/81

Original: Legislative Finance 
cc: Budget and Management
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Jvkgka jitate ̂ legislature

S e n a t e

Official B o s in eu 18 February 1981

Pooch V  
State Capitol 

Jnneao, Alaska 99811

To: Senate Finance Co m m i t t e e  Members 

F r o m : Senator Fergu s o n

A N A LYSIS 
C O M MITTEE SUBSTITUTE F O R  

SENATE B I L L  148 '

Section 1. Page 1, lines 9 thru 13 AS 44.47.370 i s  
amended by adding a new p a r a g r a p h  to allow the D i v i s i o n  
of H o u s i n g  A s s i s t a n c e , D e p a r t m e n t  of Community &  R e g i o n a l  
Affairs, to originate and services made un d e r  t h e a 
nonconf o r m i n g  h o u sing loan program.

Section 2. Page 1, lines 14 thru 27 AS 44.47.380 is' 
a m e n d e d  to allow the. D i v i s i o n  of Housing A s s i s t a n c e  
to make loans for construction. Also, the section 
includes the language to al l o w  loan origination 
by t h e  Division.

S e c tion 3. P a g e  1, lines 28 & 29; Page 2, lines 1 t h r u  29; 
P a g e  3, lines 1 thru 5 AS 44.47.390 is a m e nded to a l l o w  
for building m a t erials loans to be made not to e x c e e d  
$ 45,000 and 15 year term. Loan origination l a n g u a g e  is 
inclu d e d  in the section. Also, the three year l i m i t  
and m a x i m u m  loan term e s t a b l i s h e d  by regulation i s  
d e l eted ar.d replaced by statute with a .longer t e r m  
and loan amount ceiling. Construction loans are d e l eted.

Section 4. Page 3, lines 6 thru 16 AS 44.47 is a m e n d e d  
by adding a new section that set up an o p e r a t i n g  l o s s  
reserve account to p a y  expenses incurred by the D i v i s i o n  
of H o u s i n g  Assistance t h r ough foreclosure of p r o p e r t i e s  
that need repairs for res a l e  and to meet any leg a l  expences. 
The section also allows for the Legislature to a p p r o p r i a t e  
funds to the account and allow for repayment to t h e  f u n d  
w i t h  money received- from interest payments until t h e  a m o u n t  
e x p e n d e d  from the account is replenished.

Section 5. Page 3, lines 17 thru 29; Page 4, li n e s  1 t h r u  6 
AS 44.47.400 is amended to include language that a l l o w s  
the Division of H o u s i n g  A s s i s t a n c e  to o r i ginate loans.
This language keeps the section consistent w i t h  t h e  e a r l i e r  
intent to allow loan o r i g i n a t i o n  by the D i v i s i o n  o f  H o u s i n g  
Assistance.



SENATE B I L L  148 ANALYSIS 

Page 2 of 2

S ection 6. Page 4, lines 7 thru 14 AS 4 4 . 4 7 . 4 1 0  is 
amended to include language that clarifies that t h e  
D i v i s i o n  of Housing A s s istance w i l l  originate l o a n s  -

Section 7. Page 4, lines 15 thru 19 AS 4 4 . 4 7 . 4 2 0 ( a )  i s
a m e n d e d  to include language that clarifies that t h e
D i v i s i o n  of H o u sing Assistance will o r i ginate loans.

Section 8. Page 4, lines 20 thru 28 AS 4 4 . 4 7 . 4 2 0  is
a m e n d e d  to include language that clarifies that t h e
D i v i s i o n  of Hous i n g  Assi s t a n c e  w i l l  or i g i n a t e  loans.

Section 9. Page 4, line 29; Page 5. lines 1 t h r u  1 1  
AS 44.47.460is amended to allow the director of t h e  
D i v i s i o n  of H o u s i n g  Assista n c e - t o  execute s e r vice 
agreements w i t h  p r i v a t e  lending insitutions t o  
service loans that the division has made. Also, 
language further clarifies that a private financial, 
institution may, w h e n  appropriate, charge an o r i g i n a t o r  
fee.on those loans wh i c h  are not o r i ginated b y  the 
D i v i s i o n  of Housing Assistance.

«

Section 10. Page 5, lines 12 thru 20 AS 44 . 4 7 . 4 7 0  i s  
amended to include language that clarifies that t h e  
Di v i s i o n  of Housing A s s istance will originate loans.

•

Section 11. Page 5, lines 21 thru 29; Page 6, l i n e s  
1 t h r u  6 AS 44.47.490 is amended to allow the D i v i s i o n  
of Housing Assistance field offices to have final 
authority on approval of loans.' Also, changes s h a l l  
to m a y  in requiring the director to contract for 
appraisers and engineers. The division p e r s o n n e l , 
in some cases, have-this expertise.

S e ction 12. Page 6, lines 7 thru 16 AS 4 4 .47.510(b) 
is amended to include language that clarifies that 
the D i v i s i o n  of H o u sing Assistance will ori g i n a t e  
loans.

Section 13. Page 6, lines 17 & 18 AS ol.10.070(c) 
allows for an immediate effective date.
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I N  THE SENATE BY MULCAHY

SENATE B ILL NO. 148 

IN  THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION 

A B ILL

For an Act e n t i t l e d :  "An Act r e l a t i n g  t o  h o u s in g  lo a n s ;  and p r o v i d i n g  f o r

an e f f e c t i v e  d a t e ."

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

* S e c t i o n  1. AS 44.47.370 i s  amended by  a d d in g  a new pa rag raph  to  re ad :

(8) o r i g i n a t e  and s e r v i c e  d i r e c t  lo a n s  made f o r  p u r c h a s e ,  

r e n o v a t i o n ,  o r  im p rovem en ts  and b u i l d i n g  m a t e r i a l s ,  f o r  n o n co n fo rm in g  

h o u s in g  made to  q u a l i f i e d  b uye rs  i n  a c c o rd a n c e  w i t h  AS 44.47.360 - 

44.47.560.

* S e c .  2. AS 44.47.380 i s  amended to  re a d :

S e c .  44.47.380. NONCONFORMING HOUSING LOAN FUND. ( a l  T h e re  i s  

c r e a t e d  i n  t h e  D epar tm en t o f  Community and R e g io n a l  A f f a i r s  t h e  non- 

c o n fo rm in g  h o u s in g  lo a n  fu n d  c o n s i s t i n g  o f  money a p p r o p r ia t e d  to  i t  by 

t h e  l e g i s l a t u r e .  The d i r e c t o r  s h a l l  a d m in i s t e r  t h e  n o n co n fo rm in g  

h o u s in g  lo a n  fu n d  i n  a c c o rd a n c e  w i t h  kS 44.47.360 - 44.47.560 and s h a l l  

u se  th e  money i n  t h e  n o n co n fo rm in g  h o u s in g  lo a n  fu n d  t o  o r i g i n a t e ,  

p u r c h a s e ^  o r p a r t i c i p a t e  i n  t h e  p u rc h a s e  o f

(1) n o n co n fo rm in g  h o u s in g  mortgage lo a n s ;

(2) lo a n s  made f o r  b u i l d i n g  m a t e r i a l s  f o r  n o n co n fo rm in g

h o u s in g ;

(3) lo a n s  made f o r  r e n o v a t io n s  or im provem en ts  to  n o n co n ­

f o rm in g  h o u s in g .

(b) Loans may be made f o r

(1) ow ne r- o ccup ied  s i n g l e  and tw o- fam i ly  s t r u c t u r e s ;
(2) ow ne r- o ccup ied  t h r e e  and f o u r  u n i t  s t r u c t u r e s  lo c a t e d
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i n  r u r a l  a re a s ;

(3) nonow ner-occup ied  s i n g l e  and tw o- fam i ly  s t r u c t u r e s ;  and

(4) nonow ner-occup ied  t h r e e  and f o u r  u n i t  s t r u c t u r e s  lo c a t e d  

i n  r u r a l  a r e a s .

S e c .  3. AS 44.47 i s  amended by  a d d in g  a new s e c t i o n  to  read :

S e c .  44.47.385. D ISPOSIT ION OF LOAN FUND. (a) Not l e s s  t h a n  80 

p e r c e n t  o f  t h e  amount a p p r o p r ia t e d  by  t h e  l e g i s l a t u r e  t o  th e  n on con fo rm ­

in g  h o u s in g  lo a n  fu nd  s h a l l  be used  to  o r i g i n a t e  d i r e c t  lo a n s  or p u r ­

cha se  o r  p a r t i c i p a t e  i n  t h e  p u rc h as e  o f  lo a n s  i n  a c c o rd a n c e  w i t h  

AS 44.47.380(b)(1) and (b)(2 ) .

(b) Not more th a n  20 p e r c e n t  o f  t h 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  t o  th e  n o n co n fo rm in g  h o u s in g  lo a n  fu n d  may be used t o  

o r i g i n a t e  d i r e c t  lo a n s  o r  p u rc h a s e  o r  p a r t i c i p a t e  i n  t h e  p u rc h a s e  o f  

lo a n s  i n  a c co rd a n ce  w i t h  AS 44.47.380(b)(3) and (b)(4 ) .

S e c .  4. AS 44.47.390 i s  amended to  read :

S e c .  44.47.390. LIMITATIONS ON USE OF NONCONFORMING HOUSING LOAN 

FUND. The d i r e c t o r  may n o t  use  th e  money i n  th e  n o n co n fo rm in g  h o u s in g  

lo a n  fu nd  to
(1) o r i g i n a t e  d i r e c t  lo a n s  o r  p u rc h a s e  o r  p a r t i c i p a t e  i n  th e  

p u rc h a s e  o f  a n o n co n fo rm in g  h o u s in g  m ortgage lo a n  w h ic h  exceeds th e  

l i m i t a t i o n s  on mortgage lo a n s  pu rc has ed  by  th e  F e d e r a l  N a t io n a l  Mortgage 

A s s o c i a t i o n  as to  p r i n c i p a l  amount;

(2) o r i g i n a t e  d i r e c t  lo a n s  o r  p u rc h a s e  o r  p a r t i c i p a t e  i n  the  

p u rc h a s e  o f  a lo a n  made f o r  b u i l d i n g  m a t e r i a l s  f o r  n o n co n fo rm in g  h o u s in g

(A) w h ic h  exceeds

( i)  80 p e r c e n t  o f  t h e  a p p r a is e d  v a lu e  o f  th e  work

com p le te d  on th e  n o n co n fo rm in g  h o u s in g  f o r  w h ic h  th e  lo a n  i s  made 
i f  th e  n o n co n fo rm in g  h o u s in g  i s  p le d g e d  as c o l l a t e r a l  f o r  th e
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( i i )  80 p e r c e n t  o f  t h e  v a l u e  o f  o t h e r  p r o p e r t y  

w h ic h  i s  p le d g e d  as s e c u r i t y  f o r  t h e  lo a n  and w h ic h  i s  s a t i s ­

f a c t o r y  t o  th e  d i r e c t o r  as c o l l a t e r a l ;

(B) u n le s s  t h e  terms o f  t h e  lo a n  agreement r e q u i r e

i n s p e c t i o n s  and c e r t i f i c a t i o n s ,  as r e q u i r e d  by r e g u l a t i o n s  o f  th e  

d i r e c t o r ,  a t  t h e  expense  o f  t h e  b o r row e r ;  and

(C) u n le s s  t h e  p e r i o d  o f  t im e  a l lo w e d  f o r  repayment o f  

th e  lo a n  i s  e q u a l to  o r l e s s  th a n  th e  l e s s e r  o f

( i )  t h r e e  y e a r s ;  o r

( i i )  t h e  maximum p e r io d  o f  t im e  e s t a b l i s h e d  by

r e g u l a t i o n  by th e  d i r e c t o r  based  on t h e  p r e v a i l i n g  p r a c t i c e  among 

p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  i n  t h e  g e n e r a l  a re a  i n  w h ic h  th e  

lo a n  i s  made f o r  lo a n s  f o r  t h e  p u rc h a s e  o f  b u i l d i n g  m a t e r i a l s ;

(3) o r i g i n a t e  d i r e c t  lo a n s  o r  p u r c h a s e  o r  p a r t i c i p a t e  i n  th e  

pu rch as e  o f  a n o n co n fo rm in g  h o u s in g  m ortgage lo a n  w h ic h  i s  s e cu red  by 

r e a l  p r o p e r t y  t h e  m a rk e ta b le  t i t l e  t o  w h ic h  i s  shown i n  a c c o rd a n c e  w i t h  

AS 44.47.420(b)(2) i f  th e  t o t a l  amount o f  o u t s t a n d in g  n o n co n fo rm in g  

h o u s in g  m ortgage lo a n s  h e ld  by t h e  d i v i s i o n  exceeds 10 t im e s  th e  amount 

o f  money i n  t h e  r e s t r i c t e d  t i t l e  lo s s  r e s e r v e  a c c o u n t  (AS 44.47.430);

(4) o r i g i n a t e  d i r e c t  lo a n s  o r  p u r c h a s e  or p a r t i c i p a t e  i n  t h e  

p u rc h a s e  o f  c o n s t r u c t i o n  lo a n s .

* S e c .  5. AS 44.47 i s  amended by  a d d in g  a new s e c t i o n  t o  read :

S e c .  44.47.395. OPERATING LOSS RESERVE ACCOUNT. (a) T he re  i s  

e s t a b l i s h e d  an o p e r a t in g  lo s s  r e s e r v e  a c c o u n t  f o r  t h e  p u rpose  o f  m e e t in g  

l e g a l  expenses i n c u r r e d  th r o u g h  th e  f o r e c lo s u r e  o f  p r o p e r t i e s  a c q u i r e d  

by  th e  d i r e c t o r  u nde r  AS 44.47.370(6) and mak ing r e p a i r s  to  th e s e  

p r o p e r t i e s  so t h a t  t h e y  may be s o ld  t o  new b u y e r s .
(b) The o p e r a t in g  r e s e r v e  lo s s  a c c o u n t  c o n s i s t s  o f  money a pp ro ­

p r i a t e d  by  th e  l e g i s l a t u r e .  To th e  e x t e n t  t h a t  money i s  p a id  o u t  o f

-3- SB 148



th e  o p e r a t in g  lo s s  r e s e r v e  a c c o u n t  f o r  th e  p u rpo ses  s t a t e d  i n  t h i s  

s e c t i o n ,  t h i s  money s h a l l  be r e p la c e d  w i t h  money r e c e i v e d  as i n t e r e s t  

on lo a n s  a u t h o r iz e d  by  t h i s  c h a p t e r .

S e c . 6. AS 44.47.400 i s  amended to  re ad :

S e c .  44.47.400. SECURITY FOR LOANS. (a) The d i r e c t o r  s h a l l  

adop t r e g u l a t i o n s  i n  a c co rd a n ce  w i t h  t h e  A d m in i s t r a t i v e  P ro cedu re  Act 

(AS 44.62) e s t a b l i s h i n g  a c c e p t a b le  s e c u r i t y  f o r  lo a n s  o r i g i n a t e d  o r 

p u rc h a s ed  i n  w ho le  o r  i n  p a r t  u n d e r  AS 44.47.380.

(b) A p e rs o n  may p le d g e  as s e c u r i t y  f o r  t h e  repayment o f  a lo a n  

o r i g i n a t e d  o r  p u rc h a s ed  i n  w h o le  o r  i n  p a r t  u n d e r  AS 44.47.380 a p r e ­

f e r e n c e  r i g h t  he h o ld s  t o  r e c e i v e  t i t l e  t o  la n d  he  o c c u p ie s  as a p r im a ry  

p la c e  o f  r e s id e n c e ,  p r im a r y  p la c e  o f  b u s in e s s ,  s u b s is t e n c e  c am p s i t e ,  or 

as h e a d q u a r te r s  f o r  r e i n d e e r  h u s b a n d ry . The p r e f e r e n c e  r i g h t  must be 

conveyed  t o  th e  p e rs o n  by  th e  N a t iv e  c o r p o r a t io n  t o  w h ic h  th e  la n d  was 

g r a n te d  u n d e r  s e c t i o n  14 o f  th e  A la ska  N a t iv e  C la im s  S e t t le m e n t  Act (85 

S t a t .  688, 43 U .S .C .  s e c s .  1601 - 1626, as amended by P .L .  94-204) 

b e f o r e  i t  may be p le d g e d  as s e c u r i t y  u n d e r  t h i s  s u b s e c t io n .  The commis­

s io n e r  o f  commun ity  and r e g i o n a l  a f f a i r s  s h a l l  p r e s c r i b e  p ro c ed u re s  and 

s t a n d a rd  forms f o r  e s t a b i s h i n g ,  p l e d g i n g ,  and a p p r a i s i n g  th e  v a lu e  o f  a 

p r e f e r e n c e  r i g h t  h e l d  by a p e rs o n  t o  s e c u r e  th e  repayment o f  a lo a n  

o r i g i n a t e d  o r  p u rc h a s ed  i n  w ho le  ojc i n  p a r t  u n d e r  AS 44.47.380.

S e c . 7. AS 44.47.410 i s  amended to  re a d :

S e c .  44.47.410. INTEREST ON LOANS. The i n t e r e s t  r a t e  on a m o r t ­

gage lo a n  o r i g i n a t e d  o r p u rc h a s ed  i n  w ho le  o r  i n  p a r t  u n d e r  AS 44.-

47.380 may n o t  exceed

(1) n i n e  p e r c e n t  f o r  a mortgage lo a n  made to  a p e rs o n  who i s  

an e l i g i b l e  v e t e r a n  u n d e r  AS 18.56.101;

(2) t e n  p e r c e n t  f o r  a mortgage lo a n  made to  a p e rs o n  o th e r  
th a n  a p e rs o n  d e s c r ib e d  i n  (1) o f  t h i s  s u b s e c t io n .



* S e c .  8. AS 44.47.420(a) i s  amended t o  re a d :

S e c . 44.47.420. T IT L E . (a) B e fo re  th e  d i r e c t o r  o r i g i n a t e s  or 

p u rc h a s e s  a n o n co n fo rm in g  h o u s in g  m ortgage lo a n  i n  w ho le  o r  i n  p a r t ,  

t h e  d i r e c t o r  may r e q u i r e  a bo r row e r t o  show m a rk e ta b le  t i t l e  t o  r e a l  

p r o p e r t y  o f f e r e d  as s e c u r i t y  f o r  t h e  lo a n  t o  be p u r c h a s e d .

*  S e c . 9. AS 44.47.430(b) i s  amended to  re a d :  .

(b) The d i r e c t o r  may w it h d raw  money from  th e  r e s t r i c t e d  t i t l e  

lo s s  r e s e r v e  a c c o u n t  i* . an amount e q u a l t o  th e  lo s s  t o  th e  d i v i s i o n  on 

a n o n co n fo rm in g  h o u s in g  mortgage lo a n  o r i g i n a t e d  o r  p u rc h as ed  i n  w ho le  

o r  i n  p a r t  by th e  d i v i s i o n  i f  m a rk e ta b le  t i t l e  to  t h e  r e a l  p r o p e r t y  

used  to  s e c u r e  t h e  lo a n  was shown i n  a c c o rd a n c e  w i t h  AS 44.47.420(b)(2). 

Money w ith d raw n  from  th e  r e s t r i c t e d  t i t l e  lo s s  r e s e r v e  a c c o u n t  u nde r 

t h i s  s e c t i o n  s h a l l  be d e p o s i t e d  i n  t h e  n o n co n fo rm in g  h o u s in g  lo a n  fu n d .

* S e c . 10. AS 44.47.440 i s  amended by a d d in g  a new s u b s e c t io n  to  read :

(b) The d i v i s i o n  may e s t a b l i s h  a b la n k e t  f i r e  in s u r a n c e  p o l i c y  i n  

c o o p e r a t i o n  w i t h  th e  A la ska  H o u s in g  F in a n c e  C o r p o r a t io n  c o v e r in g  th e  

a s s e t s  o f  b o th  c o r p o r a t io n s  as p r o v id e d  i n  AS 18.56.

* S e c . 11. AS 44.47.460 i s  amended to  re a d :

S e c . 44.47.460. LOAN SERVIC ING . (a) B e fo re  p u r c h a s in g  or 

p a r t i c i p a t i n g  i n  th e  p u rc ha s e  o f  a l o a n ,  t h e  d i r e c t o r  s h a l l  e n t e r  i n t o  

a lo a n  s e r v i c i n g  agreement w i t h  th e  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  from 

w h ic h  th e  lo a n  i s  to  be p u r c h a s e d .

(b) The d i r e c t o r  may e x e c u t e  s e r v i c e  agreements w i t h  p r i v a t e  

l e n d in g  i n s t i t u t i o n s  t o  s e r v i c e  lo a n s  o r i g i n a t e d  by th e  d i v i s i o n .

(c) Under th e  s e r v i c i n g  a g reem en t , t h e  p r i v a t e  f i n a n c i a l  i n s t i ­

t u t i o n  s h a l l  a d m in i s t e r  th e  lo a n  and may cha rg e  th e  d i v i s i o n  a n e g o t i ­

a te d  f e e  on th e  d i v i s i o n ' s  s h a re  o f  t h e  l o a n .  When a p p r o p r ia t e ,  the  
[THE] p r i v a t e  f i n a n c i a l  i n s t i t u t i o n  may a l s o  ch a rg e  th e  bo r row e r  a 
r e a s o n a b le  o r i g i n a t o r  f e e  n o t  to  ex ceed  one p e r c e n t .
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1 * S e c . 12. AS 44.47.470 i s  amended to  re a d :

S e c . 44.47.470. APPRAISALS. B e fo re  o r i g i n a t i n g  o r  p u r c h a s in g  o r  

p a r t i c i p a t i n g  i n  t h e  p u rc h a s e  o f  a n o n co n fo rm in g  h o u s in g  mortgage lo a n ,  

th e  d i r e c t o r  may ha ve  or may r e q u i r e  th e  b o r row e r  to  ha ve  an a p p r a i s a l  

made o f  th e  f a i r  m arke t v a lu e  o f  t h e  r e a l  p r o p e r t y ,  i n c l u d i n g  s t r u c ­

t u r e s  on th e  r e a l  p r o p e r t y ,  f o r  w h ic h  th e  lo a n  i s  made. I n  c o n d u c t in g  

an a p p r a i s a l  u n d e r  t h i s  s e c t i o n ,  t h e  a p p r a is e r  s h a l l  g i v e  f u l l  v a l u e  to  

i n s u l a t i o n  and o t h e r  f e a t u r e s  o f  c o n s t r u c t i o n  i n  s t r u c t u r e s  on th e  r e a l  

p r o p e r t y  w h ic h  add to  th e  e n e rg y  e f f i c i e n c y  o f  t h e  s t r u c t u r e s .

* S e c . 13. AS 44.47.490 i s  amended to  re a d :

S e c . 44,47.490. ASSISTANCE BY D IV IS ION  PERSONNEL. (a) The 

d i r e c t o r  s h a l l  c r e a t e  f i e l d  o f f i c e s  w h ic h  have  th e  a u t h o r i t y  o f  f i n a l  

a p p r o v a l o f  lo a n s  u nde r  t h i s  c h a p t e r ,  h i r e  a t  l e a s t  one le n d in g  

o f f i c e r ^  and may [SHALL] c o n t r a c t  f o r  t h e  s e r v i c e s  o f

(1) r e a l  p r o p e r t y  a p p r a is e r s  who a re  f a m i l i a r  w i t h  r u r a l  

c o n s t r u c t i o n ;  and
(2) e n g in e e r s  who a r e  f a m i l i a r  w i t h  e n g in e e r i n g  p rob lem s i n  

a r c t i c  and s u b a r c t i c  r e g io n s .

(b) The p e r s o n n e l  d e s c r ib e d  i n  (a) o f  t h i s  s e c t i o n  s h a l l  make 

r e g u la r  v i s i t s  to  each  o f  th e  r e g io n s  e s t a b l i s h e d  u nde r  AS 44.47.510(a) 

to  p r o v id e  p r e c o n s t r u c t io n  and p o s t- c o n s t r u c t io n  in s p e c t i o n s  o f  r e a l  

p r o p e r t y  f o r  w h ic h  lo a n s  a re  o r i g i n a t e d  o r p u rc h a s ed  by th e  d i v i s i o n  i n  

w ho le  o r i n  p a r t  u nde r  AS 44.47.380 and to  p r o v id e  a s s is t a n c e  to  p r i v a t e  

f i n a n c i a l  i n s t i t u t i o n s  and t h e i r  b o r row ers  i n  th e  r e g io n s .

* S e c . 14. AS 44.47.510(b) i s  amended to  read :

(b) U n le s s  o t h e rw is e  r e q u i r e d  by  an a p p r o p r i a t i o n ,  t h e  d i r e c t o r  

s h a l l  a l l o c a t e  t h e  money i n  th e  n o n co n fo rm in g  h o u s in g  lo a n  fu nd  among 

th e  r e g io n s  e s t a b l i s h e d  unde r (a) o f  t h i s  s e c t i o n  f o r  th e  pu rpose  o f  
o r i g i n a t i n g  o r p u r c h a s in g  each  typ e  o f  lo a n  d e s c r ib e d  i n  AS 44.47.380.
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I n  mak ing an a l l o c a t i o n  u n d e r  t h i s  s u b s e c t io n ,  th e  d i r e c t o r  s h a l l  

c o n s id e r  t h e  p a s t  and p o t e n t i a l  l e n d i n g  a c t i v i t y  o f  p r i v a t e  f i n a n c i a l  

i n s t i t u t i o n s  i n  t h e  r e g io n  as w e l l  as th e  ic e d  f o r  lo a n s  i n  t h e  r e g i o n .  

The d i r e c t o r  may r e a l l o c a t e  th e  money among th e  r e g io n s  as he  c o n s id e r s  

n e c e s s a r y .

*  S e c . 15. AS 44.47.560(3) i s  amended to  re ad :

(3) " hous ing"  means ow ner- occup ied  s i n g l e  and two f a m i l y  

s t r u c t u r e s ,  ow ner- occup ied  t h r e e  and f o u r  u n i t  s t r u c t u r e s  lo c a t e d  i n  

r u r a l  a r e a s ,  and n onow ner- occup ie d  s i n g l e  and two f a m i l y  s t r u c t u r e s  and 

nonow ner- occup ied  t h r e e  and f o u r  u n i t  s t r u c t u r e s  lo c a t e d  i n  r u r a l  a reas

[ ,  SINGLE-FAMILY HOUSING AND OWNER-OCCUPIED DUPLEXES];

* S e c . 16. T h is  Act takes  e f f e c t  im m e d ia t e ly  i n  a c co rd a n ce  w i t h  AS 01.- 

070(c).


