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Original sponsor: Rules/Governor

IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR CS FOR SENATE BILL NO. 209 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to mortgage loans purchased or made
by the Alaska Housing Finance Corporation; relating
to bonds 1issued by the Alaska Housing Finance Corpo—
ration; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS18.36.090 1is amended by adding a new paragraph to read:
(28) purchase a mortgage loan made to refinance an existing
mortgage loan, without regard towhether the corporation holds the
existing mortgage loan, as long as the interest rate and fees charged
to the borrower are sufficient to fully reimburse the corporation for
all costs incurred by the corporation in purchasing the mortgage loan
and as Jlong as the borrower will be 1in compliance with AS 18.56.-
096(a)(6) after purchase of the mortgage loan by the corporation.
* Sec. 2. AS 18.56.096(b) is amended to read:

(b) The loan-to-value Ilimitation established in (a)(4) of t
section does not apply to a mortgage [QUALIFIED] loan that 1is feder—
ally insured or guaranteed. The loan-to-value limitations established
in (a)(1) and (4) of this section do not apply to a mortgage loan that
is a refinancing mortgage loan under AS 18.56.102.

* Sec. 3. AS 18.56.098(a) 1is amended to read:

(a) The corporation shall establish a special mortgage
purchase program. Under the special mortgage loan purchase program,
the corporation may purchase [REFINANCING LOANS OR] first or second
mortgage loans. A first or second mortgage loan purchased under this

-1- HCS CSSB 209 (Fin)
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subsection must be [, INCLUDING GRADUATED PAYMENT MORTGAGE LOANS,]
made for the purchase, 1improvement, or rehabilitation of a residence
or must be a refinancing loan. First or second mortgage loans pur—
chased under this subsection may include graduated payment mortgage
loans and adjustable rate mortgage loans [RESIDENCES].
Sec. 4. AS 18.56.098(g) 1is amended by adding a new paragraph to read:
(7) The corporation shall determine the interest rate on a
mortgage loan that is an adjustable rate mortgage loan as provided 1in
this subsection. The corporation shall recalculate the interest rate
from time to time based on changes in the cost to the corporation of
the funds used to purchase the adjustable rate mortgage loan. Howev—
er, the corporation may establish a minimum interest rate applicable
to an adjustable rate mortgage 1loan, and the interest rate on the
adjustable rate mortgage loan may not be less than the minimum inter—
est rate so established regardless of the cost of funds to the corpo—
ration.
Sec. 5. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.102. SIMPLIFIED REFINANCING MORTGAGE LOAN PURCHASE
PROGRAM. (@) The corporation shall establish a simplified refinanc—
ing mortgage loan purchase program. Under the simplified refinancing
mortgage loan purchase program, the corporation may purchase refinanc—
ing mortgage loans to provide relief to borrowers under circumstances
described by regulations adopted by the corporation.

(b) AS 18.56.098(c), (e), and (k) apply to refinancing mortgage
loans purchased under (a) of this section.

(©) Subject to (d) of this section, the interest rate on a
refinancing mortgage loan purchased under (a) of this section is three

percent less than the cost to the corporation of the money used to

purchase the refinancing mortgage loan, except that 1if the cost of

HCS CSSB 209 (Fin) ~2-
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(¢D) isl0 percent or less, the interest rate is equal to
the cost of money; and
(2) is more than 10 percent, the interest rate may not be
less than 10 percent.

d) IT the refinancing mortgage loan 1is an adjustable rate
mortgage Jloan, the corporation shall establish the 1initial interest
rate as provided in (c) of this section and shall recalculate the
interest rate from time to time in accordance with (c¢) of this sec—
tion. However, notwithstanding (c)(1) of this section, the corpo—
ration may establish a minimum interest rate applicable to an adjust—
able rate refinancing mortgage loan; the interest rate on the adjust—
able rate refinancing mortgage loan may not be less than the minimum
interest rate so established, regardless of the cost of money to the
corporation. The corporation may adopt regulations to implement this
section, 1including regulations to define "cost of money"” for purposes
of this section. The regulations may provide for recalculation of the
cost of money under this subsection at the times and frequencies the
corporation considers appropriate. The time and frequency for a
recalculation under this subsection is not required to match the time
or frequency of a change in the cost of money to the corporation.

(e) Equity extraction may not be allowed under this program.

@) In this section, "refinancing mortgage Jloan”™ means a loan
refinancing another mortgage loan owned by the corporation.

Sec. 6. AS 18.56.106(b) 1is amended to read:

(b) The corporation shall adopt regulations under this secti
that establish conditions and terms for nonconforming housing loans
including terms and conditions relating to owner and nonowner occu—

pancy, the number of loans that may be made to a single borrower, and

-3- HCS CSSB 209(Fin)
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*

borrower eligibility requirements. The corporation shall permit loans
under this section for nonconforming housing located on land to which
a borrower has agricultural rights.

Sec. 7. AS 18.56.110(g) 1is amended to read:

() Notwithstanding AS 18.56.090(12) and (a) of this section,
the corporation may not issue bonds [, OTHER THAN REFUNDING BONDS,] 1in
any 12-month period beginning after June 30, 1983, in an amount that
exceeds the amount of bonds authorized to be issued during the preced—
ing period, unless a different amount 1is authorized by the legislature.
This subsection does not apply to the issuance by the corporation of
refunding bonds or to the 1issuance by the corporation of bonds the
proceeds of which are intended to be used to refinance mortgage loans
held by the corporation.

Sec. 8. AS 18.56.900 is amended by adding a new paragraph to read:
(13) "adjustable rate mortgage loan™ means a mortgage loan

with respect to which the interest rate varies or is expected to vary

from time to time by reference to an 1index or formula or other

reference point.

Sec. 9. AS 18.56. 102, added by sec. 5 of this Act, 1is repealed 18

months after the effective date of this Act.

Sec. 10. This Act takes effect immediately under AS 01.10.070(c).

HCS CSSB 209(Fin) -A-
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The Honorable Albert P. Adams
Representative, State of Alaska
Post Office 2ox V

Juneau, A-. vfia 99811

SUBJECT: HB 190 and SB 209 and Proposed Sim plified Refinance Program

Dear Representative Adams:

To help in your consideration of HB 190 and SB 209 this memo provides some
background on Alaska Housing Finance Corporation's proposed Simplified
Refinance Program.

In March of 1986, with Legislative approval, AHFC instituted a Refinance
Program under which AHFC borrowers could reduce their mortgage payments and
make their loans assumable. That Program was successful in that to date
3,093 households have refinanced their mortgages and saved an average of
$240 per month,

Unfortunately, many people who needed the help of refinancing to a lower
interest rate loan were not able to utilize the standard Refinance Program
since they were not eligible. Generally, borrowers were not eligible either
because they did not have adequate equity in their home, or because they
had had a decrease in their income. To assist these borrowers, who number
in the tens of thousands, AHFC has been working on a program that would
allow a low cost refinance, with a minimum of qualifications.

AHFC now has a proposed program, called the Simplified Refinance Program,
which would provide at least some of the needed assistance. Highlights of
the proposed program are:

1. All AHFC loans closed prior to February 1, 1984 will be eligible for the
program if the property is still owner-occupied. We are working with FNMA

to include post-1984 loans.
2. Loan documentation, and thus the costs, w ill be minimal.

3. The refinance loan will be made regardless of current property value.

235 East 8th Avenue P.0. Box 101020
Telephone (907) 276-5599 Third Floor Anchorage”lask”59510
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4. The loan will bear an adjustable rate with the rate being level for the
first three years andadjusting annually thereafter. The interest rate
w ill have a cap and afloor for the life of the loan. AHFC is hoping to
have a cap of 10% and a floor of 7.5%, however, market interest rates
w ill ultimately determine what these values can be.

5. The loan term will be 30 years for borrowers who qualify for the
hardship option and 20 years for all others. Mobile home loans w ill be
for 20 years and 15 years, respectively.

6. Closing costs for the new loan, which are expected to be 1 - 11/2%, w ill
generally be able to be included in the new loan.

The proposed legislation does two major things. First, it permits AHFC to
offer an adjustable rate mortgage (ARM). Second, it sets up the Simplified
Refinance Program. This pro?ram differs from standard AHFC programs in two
major respects: (1) it allows for a new loan where neither the borrower
nor the property has to meet standardqualifications; and (2) it allows for the
possibility of a subsidyon an entire mort(];age, rather than just on the
first $90,000 as present law allows. This latter provision is included to
provide some needed simplification to what will be a very complex financing
situation.

Certain questions have been frequently asked regarding this legislation.
First, why the February 1, 1984 cut-off date? The reason for this date is
that AHFC changed the way in which it provided credit enhancement for its
bonds at that time. Prior to February 1984, the major source of credit
enhancement (and the source of an AA bond rating) was Mortgage Guaranty
Insurance Company (MGIC). After this date, the major source of credit
enhancement (and the basis of an AAA bond rating) was the Federal National
Mortgage Association (FNMA). To issue the new debt required to fund the
new refinancing loans, it is necessary that the company that provided credit
support on the old debt also be willing to provide credit support on the
new debt. At this time, MGIC has agreed to do so. FNMA is still con-
sidering whether or not they will participate in a similar arrangement.
The proposed legislation does not make any reference to the February 1984
date, so it is equally applicable whether or not FNMA decides to par-

ticipate.

It has also been asked if other than current AHFC loans could be included
in the program. Unfortunately, other loans can not be included since the
companies providing credit enhancement would (reasonably) not be willing to
pick up the additional risk of a loan that does not have to meet standard
qualifications.
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Finally, the question has been asked if this new program would jeopardize
AHFC's standard programs. The answer is no, since AHFC w ill give priority
to standard programs, and will insure that funds are reserved so that
regular financing will always be available. In fact, if this program has
its intended effect of strengthening the housing market in Alaska, then it
w ill enhance AHFC's ability to raise funds for standard programs.

At this point, there are three major occurences that have to be favorably
resolved if the proposed program is to become a reality. Since all must
happen, the order of the listing is not significant.

1) The proposed legislation must pass. It is not clear whether an adjust-
able rate mortgage would be permitted under our existing statutes.
It |ks) very clear that the proposed Simplified Refinance Program would
not be.

2) Approval of the program must be obtained from the various primary and
pool mortgage insurers. For financing to go forward, the ..urrent
levels of insurance must be maintained. Since the proposed program
represents a good deal for the insurers, their approval is expected.
Prelilmir&ary approval has been received, but final details need to be
resolved.

3) Appropriate financing must be obtained. It is obviously critical that
we be able to obtain financing on favorable enough terms to be able to
provide the low cost refinancing loans. We have been working with a
number of investment banking firms over the past few months to try and
find the lowest cost financing available. Unfortunately, the recent
large increase in interest rates (about 1%) has made the program mar-
ginal, at best, for many borrowers. However, if interest rates drop back
down to where they were earlier this year, the program should be able to
function as designed, and produce a loan that has an interest of be-
tween 81/2 - 9% for the first three years, and then convert to an
?_dfjustable rate mortgage that varies between 71/2 - 10% for its remaining
ife.

Although this proposed refinance program w ill not be a panacea, we believe
it will be the single largest positive action we can take to help AHFC
borrowers, the housing market, and the Alaskan economy in general. We
believe this proposed program is just another example of how AHFC functions
as a stabilizer in Alaska's economy. In the current declining economy,
when many participants in the mortgage industry are reducing or pulling
their businesses out of Alaska, AHFC is proposing a program to help people
through these times by reducing borrowers' mortgage payments. AHFC,
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through its financing abilities, will continue to do its best to provide
access to the lowest possible rates available, in both national and inter-
national capital markets, to help Alaskan borrowers

Sincerely,

L/io nunaiv u» jjaix
Executive Director

RDL:de
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STATE Or ALAs KA
HOUSE OF F1EPRESENTATIVES

MEMORANDUM

DATE: April 20, Ig =~
TO: Interested Parties]
FROM Rep. Peter éol
SUBJECT House Bill 190

Following are the questions brought to the attention of the
House Finance Subcommittee reviewing House Bill 190 as of
this date.

The subcommittee will request comments on these from
knowledgeable sources in an effort to complete 1its
investigation prior to receipt from the Senate of SB 209.

AHFC™S FINANCIAL STRENGTH AND BOND RATING

1. What are the consequences to future bond sales, to bond
ratings and to the reputation of AHFC of a bond sale whose
proceeds will be knowingly used to finance loans
collateralized by property appraised at less than the value
of the loan?

The question has also been phrased: Is it not worse to our
reputation to write bonds for under-collateralized loans
than to have bonded and lent in good faith, finding at a
later date, that the collatoral property has depreciated?

2. If a high rate of current loan default is expected, what
are the comparative problems/benefits of high defaults in
the short term versus high defaults spread over time?

3. If certain condominiums (and mobile homes) are not
readily saleable, what are the relative benefits and
liabilities of getting into the rental business versus
continuing to pay for the upkeep of the properties?

4. What 1is AHFC doing at this time regarding the rental of
condominiums as a response to the decline in condominium
values and the "obsolescence™ of certain properties from a
sales perspective?



INSURANCE

5. What per cent (and dollar dollar) of individual Iloan
amounts are currently covered by insurance?

6. What differences in coverage and cost of insurance are
expected under the simplified re-financing plan?

7. What changes 1in insurance result if
over-collateralization is required due to (@ reduced
property values, (b) variable rates?

OVERCOLLATERALIZATION; VARIABLE AND FIXED RATES

8. In terms of insurance, bond ratings,
over-collateralization, etc: What are the impacts of lending
to persons who have demonstrated their lack of ability to
make monthly payments?

9. What specific assets will AHFC use to overcollateralize
fixed rate loans on properties whose value has declined?

10. What specific assets will be restricted to meet the need
to over-collateralize variable rate bonds, given the bill"s
limitations on interest rates to borrowers?

11. What is the difference in the level of required
over-collateralization if AHFC refinances with fixed rate
bonds?

12. What are the probabilities of having to actually expend
the assets used to overcollateralize variable rate bonds? On
what is this assumption based?

13. Please provide a simple list of all AHFC assets.
Identify those which would be obligated under the simplified
re-financing plan.

MOBILE HOMES
14. What 1is viability of a 20-year loan to finance a mobile
home in a hardship situation (i.e. the borrower is not

current in payments)? If AHFC considers such loans viable,
please document the bases for this assumption.

SIMPLIFIED REFINANCING PLAN

15. What are current market values as a per cent of loan
amount for properties expected to financed in the program?



16. What would be the impact on the benefits and liabilities
of this legislation if the following changes were made:

a. If fixed rate rather than variable rate bonds are
sold.

b. If the borrowers and the bonds to provide
refinancing were divided by type, for example:

(1) Those 1in which the barrier to refinancing
is the decline in property value, but the
borrower has remained current;

(2) Those where the borrower is not current, but
the property has retained its value;

(3 Those where the borrower is not current
and the property has declined in value.

Please feel free to suggest other ways of dividing the
package in the interests of AHFC.

c. If mobile home loans or condominium loans and the
needed bonds are treated as separate classes of loan
or bond.

d. If mobile homes are excluded from the program.
e. If condominiums are excluded from the program.

17. What 1is AHFC"s response to the statement that the
housing market 1is contracting, and that refinancing will not
address the fundamental issue, specifically that all real
estate holders may have to cut their losses and concentrate
their financial strategies on the demands of new market
conditions.

18. If this legislation is necessary, why has AHFC set a
date for public hearings on regulations to accomplish the
same purpose?

19. a. What are AHFC"s intentions regarding resolution of
the equity issue of providing different refinancing
opportunities for pre-1984 versus post-1984 loans?

b. If the intent is to seek coverage from FNMA for the
post-1984 loans, what 1is the progress? Who at FNMA 1is
working on the matter?

20. The possibility of this refinancing was not provided to
bondholders in official statements. What is the chance of
litigation? What is the chance of AHFC prevailing? Why?



21. What is the argument in favor of the adjustable rate
bond when interest rates are low and possibly rising?

22. What 1is the fixed rate obtainable this date?
What subsidy would be needed, if any, to refinance with a
fixed rate bond, and still reduce the home buyer"s interest?

23. What would be the benefits and disadvantages of using
AHFC assets which would be restricted under this plan to
subsidize all AHFC borrowers and thereby reduce interest
rates? Would this assist up the housing market?

24. What percentage of borrowers requiring simplified
re-financing are participating in the (Alaska Builders
Equity) ABE program? (If any) If the ABE program reduced the
loan period and increased the payment amount, can the
program be reversed for borrowers in changed circumstances?

25. What is AHFC"s position on a statutory limitation on
bank fees under simplified re-financing?

26. What 1is AHFC®"s recommendation regarding a time limit on
this re-financing plan (i.e.. one time only).
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§18.56.010 Health and Safety §18.56.010

Sec. 18.56.010. Findings and purpose, (@) There exists within
the state a serious shortage of decent, safe and sanitary residential
housing available at low or moderate prices or rentals to persons of
lower and moderate income. There also exist within the state remote,
underdeveloped or blighted areas where the development of decent,
safe and sanitary housing is necessary to economic growth. These
conditions are inimical to the safety, health, welfare and prosperity of
the residents of the state and to the sound growth ofurban and rural
communities.

() The legislature finds and declares that private enterprise has
not been able to provide, without assistance, an adequate supply of
safe and sanitary homes at prices or rents that persons of lower or
moderate income can afford, or to achieve rehabilitation of much of
the present housing for persons of lower and moderate income, or to
provide without assistance the housing necessary to promote the eco—
nomic growth of remote, underdeveloped or blighted areas, and that
existing state and federal programs are inadequate to meet housing
needs of persons of lower and moderate income or of remote, underde—
veloped or blighted areas. It is imperative that the supply of housing
for persons of lower and moderate income and the housing necessary
to promote the economic growth ofremote, underdeveloped or blighted
areas be increased and that coordination and cooperation among pri—
vate enterprise, state and local government be encouraged to sponsor,
build and rehabilitate residential housing for these persons.

(© The legislature finds and declares further that, in accomplishing
this purpose, the creation of the Alaska Housing Finance Corporation
is essential to assist in the acquisition and development of land and
the construction, rehabilitation, financing, management, mainte—
nance, sale and rental of dwelling units for persons of lower and mod —
erate income or persons in remote, underdeveloped or blighted areas
and that these activities serve a public purpose in benefiting the peo—
ple of the state. The Alaska Housing Finance Corporation isempow —
ered to act on behalf of the state and its people in serving this public
purpose for the benefit of the general public.

(d) The program ofmaking loans for residential housing to veterans
in accordance with AS 26.15 has increased and improved the supply of
adequate housing in the state, and the continuation of the program is
essential to the economic growth of the state and the expansion of the
supply of adequate residential housing in the state. Participation by
the Alaska Housing Finance Corporation, in the program of purchas—
ing and insuring state veterans Aoans as provided in this chapter will
be of material aid in insuring the continuance of the program ofmak —
ing loans for residential housing to veterans in accordance with AS
26.15.
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(e) Expansion of the program of the Alaska Housing Finance Corpo—
ration of purchasing insured and uninsured mortgage loans is essen—
tial to the economic growth of the state and the supply of adequate
residential housing in the state.

® The legislature finds that enabling the Alaska Housing Finance
Corporation to assist in financing the program of veterans “loans for
residential housing in accordance with AS 26.15 and to expand its
program of purchasing other mortgage loans serves a public purpose
in benefiting the people of the state. The Alaska Housing Finance
Corporation isempowered to act on behalf of the state and its people
in serving this public purpose for the benefit of the general public.
&1ch 107 SLA 1971; am 81ch 81 SLA 1972; am 84 ch 151 SLA
1975)

Sec. 18.56.020. Alaska Housing Finance Corporation. The
Alaska Housing Finance Corporation isa public corporation and gov—
ernment instrumental ity within the Department ofRevenue, but hav—
ing a legal existence independent of and separate from the state. The
corporation may not be terminated as long as it has bonds, notes or
other obligations outstanding. Upon termination of the corporation,
its rights and property pass to the state. (81 ch 107 SLA 1971; am
878 ch 218 SLA 1976; am 812 ch 106 SLA 1980)

_Cross references. — For legislative ch. 106, SLA 1980, in the 1980 Temporary
| dlnﬂS a][_J.d Intent relating to th Algshﬁa and Special Acts and Resolves.
ousing Finance Corporation, see 3 10,

Sec. 18.56.030. Corporation governing body, (@ The corpora—
tion shall be governed by a board of directors consisting of

(D the commissioner of revenue and the commissioner of commerce
and economic development;

(@ one other member who isthe head of the principal department
of the executive branch of state government appointed by the gover—
nor; and

(3 two public members appointed by the governor.

() Ifamember described in @) or (2) of this section isunable to
attend a meeting of the board, the member may by an instrument in
writing filed with the board, designate a deputy or assistant to act in
the member & place at the meeting. For all purposes of this chapter,
the designee is a member of the board at the meeting.

© The board members described in @)(2) and (@)(3) of this section
serve two-year terms.

(@ Ifa vacancy occurs on the board, the governor shall make an
appointment, effective immediately, for the unexpired portion of the
term.
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© The members of the board described in (@)(3) of this section
received S100 compensation for each day spent on official business of
the corporation and may be reimbursed by the corporation for actual
and necessary expenses at the same rate paid to members of state
boards under AS 39.20.180. (8 1ch 107 SLA 1971; am 85ch 151 SLA
1975; am 879 ch 218 SLA 1976; am 81 ch 167 SLA 1978; am 813 ch
106 SLA 1980; am 832 ch 37 SLA 1986)

Effect of amendments, — The ISHg "However, the initial appointment of qne
amendment, deleted the former second  member descrlbed in (ai(3) of this section
sentence of subsection (c), which read shall be for a one-year term

Sec. 18.56.040. Meetings of board, (@ The board shall elect a
chairman from among its membership at its annual meeting each
year. A majority of the members constitute a quorum for organizing
the board, conducting its business and exercising the powers of the
corporation. The board shall meet at the call of its chairman. The
board shall meet not less than once each three months.

() The board may meet and transact business by electronic media
if

(D public notice of the time and locations where the meeting will be
held by electronic media has been given in the same manner as ifthe
meeting were held in a single location;

(@ participants and members of the public in attendance can hear
and have the same right to participate in the meeting as ifthe meet—
ing were conducted in person; and

(3) copies of pertinent reference materials, statutes, regulations,
and audio-visual materials are reasonably available to participants
and to the public.

(© A meeting by electronic media as provided in this section has
the same legal effect as a meeting in person.

(d) For the purposes of this chapter public notice of 24 hours or
more is adequate notice of a meeting of the board at which the issu—
ance of corporation bonds isauthorized. (81 ch 107 SLA 1971; am 81
ch 115 SLA 1981; am &15 ch 113 SLA 1982)

Effect of amendments, — The 1932
amendment added subsection (d).

Sec. 18.56.045. Minutes of meetings. The board shall keep min—
utes of each meeting and send a certified copy to the governor and to
the Legislative Budget and Audit Committee. ¢? 1 ch 107 SLA 1971;
am 82 ch 115 SLA 1981)
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Sec. 18.56.050. Administration of affairs. The board shall man —
age the assets and business of the corporation and may adopt, amend
and repeal bylaws and regulations governing the manner inwhich the
business of the corporation is conducted and the manner inwhich its
powers are exercised. The board shall delegate supervision of the ad—
ministration of the corporation to the executive director, appointed in
accordance with AS 18.56.052. (81 ch 107 SLA 1971; am &2 ch 167
SLA 1978; am 815 ch 106 SLA 1980)

Sec. 18.56.052. Executive director. The corporation shall employ
an executive director, who may not be a member of the board. The
executive director shall be appointed by the board of directors and
serves at the pleasure of the board. (83 ch 167 SLA 1978)

Sec. 18.56.055. Legal advisor. The attorney general is the legal
counsel for the corporation. The attorney general shall advise the
corporation in legal matters and represent it in suits. (81 ch 107 SLA
1971)

Sec. 18.56.060. Employment of personnel. The board may ap—
point other officers and engage professional and technical advisors as
independent contractors. The executive director may hire employees
of the corporation and, subject to the approval of the board, engage
professional and technical advisors under contract with the corpora—
tion. The board shall prescribe the duties and compensation of corpo—
ration personnel, including the executive director. (81 ch 107 SLA
1971; am 84 ch 167 SLA 1978; am 816 ch 106 SLA 1980)

Sec. 18.56.070. Personnel exempt from state Personnel Act.
The personnel of the corporation are exempt from AS 39.25. (81 ch
107 SLA 1971; am &17 ch 106 SLA 1980)

Sec. 18.56.080. Interdepartmental cooperation. All depart—
ments, agencies and public corporations of the state may provide in—
formation, services, facilities and loans to the corporation upon its
request. The corporation shall, upon request, reimburse departments,
agencies and public corporations of the state for services or fecilities
provided, loans advanced or expenses incurred on *he corporation$
behalf at the request of the corporation. (81 ch 107 SLA 1971; am
818 ch 106 SLA 1980)
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Sec. 18.56.082. Alaska housing finance revolving fund. The
Alaska housing finance revolving fund is established in the corpora—
tion. The revolving fund consists of appropriations made to the
revolving fund by the legislature, money or other assets transferred to
the revolving fund by the corporation and unrestricted repayments of
principal on loans made or purchased by the corporation. Amounts

.deposited in the revolving fund shall be expended for the purposes of

the corporation, set out in this chapter. (82 ch 102 SLA 1983)

Op|n|on f gttorne eal — The aggo rigted for PIIJ 0SS U relatdt,o
unex ende uno a[ance of the rporation. April 24, 1985 Op. Atty
an a grognanon 1o the Aaska ousm

Finance Corporation revolving fund ma

Sec. 18.56.084. International borrowing. For the purpose of ob—
taining access to international capital markets to borrow money for
the special mortgage loan purchase program (AS 18.56.098), as an
addition to the powers of the corporation under AS 18.56.090, the
corporation may (1) establish or cause to be established, subsidiary
corporations incorporated in the state or in another state, or under the
laws of a foreign jurisdiction; (2) invest in corporations established
under this section; (3) issue bonds and borrow money for investments
in corporations established under this section; (4) borrow from corpo—
rations established under this section; (5) guarantee the obligations of
corporations established under this section; or (6) enter into agiee-
ments with corporations established under this section or with other
persons. In exercising a power under this section, the corporation may
not subject its assets to risk of loss through foreign currency exchange.
A guarantee under this section constitutes a bond of the corporation
as defined in AS 18.56.900. (816 ch 113 SLA 1982)

ey esatoless Ryskl 8 115

Sec. 18.56.088. Administrative procedure, (@ Except for AS
44.62.310 and 44.62.312, regarding public meetings, and AS
44.62.320(a) regarding legislative review of regulations, the Adminis—
trative Procedure Act (AS 44.62) does not apply to this chapter. The
corporation shall make available to members of the public copies of
the regulations adopted under (b) - () of this section. Within 45 days
after adoption, the chairman of the board shall submit a regulation
adopted under (b)— le) of this section to the chairman ofthe Adminis—
trative Regulation Review Committee under AS 24.20.400 -
24.20.460. The provisions of AS 44.62.320(a) apply to regulations
adopted under (b) — ie> of this section.
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() The board may adopt regulations by motion or by resolution or
in any other manner permitted by its bylaws.

© The board may adopt regulations to carry out the purposes of
this chapter, and shall adopt regulations necessary for the following
purposes:

(D determination of borrower eligibility including, but not limited
to, income limitations and the determination of remote, underdevel —
oped or blighted areas of the state;

(@ loan guidelines and terms including but not limited to maxi—
mum loan amounts and required loan-to-value ratios, but excluding
mortgage loan interest rates;

(3) characteristics of housing eligible for loans or purchase cf loans;
and

@ the qualifications of loan originators and servicers and the
method of allocating amounts available for the purchase of loans.

(5) establishment of a procedure, including a fee schedule, for the
commitment for one year or less of money for the purchase of an
individual mortgage loan at a specific interest rate.

(d) Except as provided in (¢) of this section, at least 15 days before
the adoption, amendment, or repeal of a regulation on a subject speci—
fied in © () - (8 of this section, the board shall give public notice of
the proposed action by publishing the notice in at least three newspa—
pers of general circulation in the state and by mailing a copy of the
notice to every person who has filed a request for notice of proposed
regulations with the board or the corporation. The public notice must
include a statement of the time, place, and nature of the proceedings
for the adoption, amendment, or repeal of the regulation and must
include an informative summary of the proposed subject of the regula—
tion. On the date and at the time and place designated in the notice,
the board shall give each interested person or an authorized represen—
tative, or both, the opportunity to present statements, arguments, or
contentions inwriting, and shall give members of the public an oppor—
tunity to present oral statements, arguments, or contentions for a
total period of at least one hour. The board shall consider all relevant
matter presented to itbefore adopting, amending, or repealing a reqgu—
lation. At a hearing under this subsection, the board may continue or
postpone the hearing toa time and place that itdetermines. A regula—
tion that is adopted, or itsamendment or repeal, may vary in content
from the informative summary specified in this subsection ifthe sub—
ject matter of the regulation, or itsamendment or repeal, remains the
same and the original notice was written so as to assure that members
of the public are reasonably notified of the proposed subject of the
board § action in order for them to determine whether their interests
could be affected by the board & action on that subject.

®© A regulation or order of repeal on a subject specified in (€) of this
section may be adopted as an emergency regulation or order of repeal
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ifthe board makes a finding in its order of adoptign or repeal, includ—
ing a statement of the facts that constitute the emergency, that the
adoption of the regulation or order of repeal isnecessary for the imme —
diate preservation of the orderly operation of the corporation$ loan
and bonding programs. The requirements of (d) of this section do not
apply to the initial adoption of an emergency regulation covering a
subject specified in ©) (D - (@) of this section; however, upon adoption
of an er argencv regulation, the board shall, within 10 days after
adoption, give notice of the adoption in accordance with (d) of this
section. No emergency regulation adopted under this subsection
remains in effect more than 120 days unless the board complies with
(@) of this section during the 120-day period.

(0 A regulation adopted under (b) — (€) of this section becomes
effective immediately upon itsadoption by the board, unless otherwise
specifically provided by the order of adoption.

(© The provisions of () — (€) of this section do not apply to regula—
tions governing interest rates on the corporation § mortgage loan pro—
grams.

(h) The board shall adopt regulations in accordance with @) (0 of
this section that establish a procedure by which a seller of mortgage
loans may appeal a decision of the corporation not to purchase mort—
gage loans offered by the seller.

() The board may adopt regulations under (@ — () of this section
that establish conditions and terms formobile home loans that are not
in accordance with the provisions of this chapter, including conditions
and terms relating to owner-occupancy, the number of loans that may
be made to a single borrower, and borrower eligibility requirements, if
the board first determines that the regulations are necessary to en—
sure the continued security of the mobile home loan portfolio. (85 ch
167 SLA 1978; am 819ch 106 SLA 1980; am &17 ch 113 SLA 1982;

am 82 ch 128 SLA 1984)
Effect of amendments. — The 1982 islative history reports. — For
rHH IeglsﬁaS ? |?

amendme t ad paragraph ) 10 Sub- five letter of intent as to_mob
section BJ home mancmg see 1984 Senate Journal
The 1984 amendment added subsection  at p. 335/

NOTES TO DECISIONS

Applied in Hor z V. Alaska Bar
Ass'n, Sup. Ct. Op. 2059 (SFlIe Nos.
4310, 4311), 609 .2 39 (1980)
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Sec. 18.56.089. Executive Budget Act. The operating budget of
the corporation is subject to the Executive Budget Act (AS 37.07). To
further ensure effective budgetary decision making by the legislature,
the corporation shall present a complete accounting of all assets of the
corporation, including assets of the Alaska housing finance revolving
fund, to the legislature by January 10 of each year. The accounting
shall be audited by an independent outside auditor and shall include a
full description of all nortgage loan interest and principal repayments
and program receipts, including mortgage loan commitment fees, re—
ceived by or accrued to the corporation during the preceding fiscal
year, and all income earned on assets of the corporation during that
period, including earnings on assets of the state assisted mortgage
fund. (820 ch 106 SLA 1980; am &3 ch 102 SLA 1983)

Effect of en ment — The 183 O{le fjrgt sentence and added the second
amendment %eete §CF %e - third sentences,
ginning arter June 01 10 eend

Sec. 18.56.090. General powers. In addition to other powers
granted in this chapter, the corporation may, for the purpose of pro—
viding housing for persons of lower and moderate income or persons
located in remote, underdeveloped or blighted areas of the state and

for i hercqr| e _pur

o 'léi p§rﬂ 09] ﬂBeg.A M]

(2 make or participate in the making of mortgage loans to spon—
sors, developers, builders and purchasers of residential housing, ifthe
corporation determines that mortgage loans are not otherwise avail—
able, wholly or in part, from private lenders upon reasonably equiva—
lent terms and conditions; *

(3 purchase or participate in the purchase of mortgage loans made
to sponsors, developers, builders, owners and purchasers of residential
housing, if the corporation

(A) has given approval before the initial making of the loan and has
determined that mortgage loans were, at the time the approval was
given, not otherwise available, wholly or in part, from private lenders
upon reasonably equivalent terms and conditions, or

(B) has determined that the purchase or participationwill result in
additional residential housing, taking into account without limitation
such factors as reinvestment of the proceeds of the sale in additional
mortgage loans, increased availability of mortgage loans insured by
the federal government, itsagencies or departments, the reduction, if
any, of interest payments to be made with respect to mortgage loans,
or such other factors as will tend to increase or improve the supply of
residential housing within the state;

@ make partial rental payments and mortgage interest payments
under a contract with any housing owner if the payments will be
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applied to decrease rental or mortgage interest charges of persons of
lower and moderate income or owners or purchasers of residential
housing in remote, underdeveloped or blighted areas of the state:

15) make loans from the housing development fund;

(®) oollect and pay reasonable fees and charges in connection with
making, purchasing and servicing its mortgages, loans, notes, bonds,
certificates, commitments and other evidences of indebtedness;

(7)) acquire real property, or any interest in real property, in itsown
name, by purchase, transfer or foreclosure, when the acquisition is
necessary or appropriate to protect any loan inwhich the corporation
has an interest: <ll, transfer and convey the property to a buyer: and,
ifthe sale, transfer or conveyance cannot be effected with reasonable
promptness or at a reasonable price, rent or lease the property to a
tenant pending the sale, transfer or conveyance;

®) <ll, at public or private sale, to any purchaser, including the
Federal National Mortgage Association, all or any part of a mortgage
or other instrument or document securing a construction, land devel —
opment, mortgage or temporary loan of any type permitted by this
chapter;

(9 purchase, in order to meet the requirements of the sale of its
mortgages to the Federal National Mortgage Association, stock of the
Federal National Mortgage Association;

(10) procure insurance against any loss in connection with its oper—
ation;

(11) consent to the modification of the rate of interest, time of pay —
ment ofany installment of principal or interest, or any other terms, of
the,mortgage loan, mortgage loan commitment, construction loan,
temporary loan, contract or agreement ofany kind towhich the corpo—
ration is a party;

(12) borrow money as provided in this chapter to carry out and
effectuate its corporate purposes; and issue its obligations as evidence
of borrowing;

(13) include in any borrowing the amounts necessary to pay financ—
ing charges, interest on the obligations for a period not exceeding one
year after the date on which the corporation estimates funds will
otherwise be available to pay the interest, consultant, advisory and
legal fees and other expenses that are necessary or incident to this
borrowing;

(14) under AS 18.56.088, adopt and publish regulations respecting
its lending programs and other regulations that are necessary to effec—
tuate its purposes;

(15) provide technical and advisory services to sponsors, builders
and developers of residential housing and to residents of it

(16) promote research and development in scientific methods of con—
structing low-cost and energy-efficient residential housing of high du—

rebility;
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(17) make and execute agreements, contracts and other instru—
ments necessary or convenient in the exercise of the powers and func—
tions of the corporation under this chapter, including contracts with
any person, firm, corporation, governmental agency or other entity;

(18) receive, administer and comply with the conditions and re—
quirements respecting any appropriation or gift, grant or donation of
property or money;

(19) sue and be sued in its own name;

(20) adopt an official seal;

(21) adopt bylaws for the regulation of its affairs and the conduct of
its business and adopt regulations and policies in connection with the
performance of its functions and duties;

(22) employ fiscal consultants, engineers, attorneys, real estate
counselors, appraisers and other consultants and employees that may
be required in the judgment of the corporation, and fix and pay their
compensation from funds available to the corporation;

(23) do all acts and things necessary, convenient or desirable to
carry out the powers expressly granted or necessarily implied in this
chapter;

(24) invest or reinvest, subject to its contracts with noteholders and
bondholders, any money or funds held by the corporationinany obli—
gations or other securities or investments in whichbanks or trust
companies in the state may legally invest funds held in reserves or
sinking funds or any funds not required for immediate disbursement,
and in certlflcates ofdep05|t or time dep03|ts secured by obligations df,

or guar, e stat
) 1!
(26) q b
@)

83ch8l SLA 1972; am &86, 7 ch 167 SLA 1978; am 814 ch 72 SLA
1979; am 821 ch 106 SLA 1980; am 851 ch 115 SLA 1981)

D ¢

Editor’s notes, —Sectlon 102, ch. 138,  sistance loan fund (AS 44.47, 38%) in an

SLA 1986, provides. "Notwjthstanding  amount not to exceed $70,000,000, from
eprowsmn 0fAS 18.56. 0903 and (24]  the Department of Revenue, in an amount

the Alaska Housing Finance oratlor(} not to exceed $]]5 000, 000 and from the

T} repaﬁ det par valye ang towed Veterans' Revolving Loan Fun

t }1 ar value %6 156 in an amount not co exceed

e state a urchas
usingas-  $5,000,000."

home mortgagg] s from the

Sec. 18.56.091. Home ownership assistance program. The cor—
poration shall implement a home ownership resistance program to
assist persons of lower and moderate income to purchase homes fi—
nanced under the special mortgage loan purchase program by provid—
ing a subsidy to the persons in an amount not greater than the differ—
ence between
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(D the amount annually required to pay interest and principal on
that person § loan and veal property taxes and insurance for the home
purchase with the loan; and

(@ 25 percent of that person 3 annual gross income. (822 ch 106
SLA 1980: am S 3 ch 128 SLA 1984)

Effect of amendments. — The 1984 ownership fund, conswtmq of money ap-
amendment substituted “assistance pro- Proprlate o1t by the legislature,” and. In
ram" for "fund” In the catchljne and, |n he remaining lan ua[qe substituted "The
e mtroductorY language deleted the corﬁoratmns all i pementahome own-
former first gen ence,”which_read "There  ershi a55|?] ance pro% &am for "Money in
Is established in the corporation the home  the Il be used solely.

st Ehra SRR NG S e

Sec. 18.56.093. Insurance, (@) There isestablished in the corpora—
tion the housing insurance fund, the rural housing hazard insurance
fund, and the rural housing title insurance fund. The funds shall be
completely segregated from all other funds of the corporation, and are
trust funds for the uses and purposes of this section. The corporation
may adopt regulations under AS 18.56.088 and enter into agreements
with respect to the exercise of any power relating to the funds under
this section, including, without limitation, agreements as to the use of
the momy in the funds, agreements with respect to the terms and
conditions upon which payments from the funds must be made to the
corporation with respect to mortgage loans insured under this section,
agreements as to accounts or subaccounts in the funds for different
categories of loans, and agreements regarding the payment of and
security for bonds of the corporation. The corporation may pledge,
assign, or grant other interests in the funds as may be necessary or
appropriate in connection with the insurance ofmortgage loans and to
provide for the payment of and security for bonds of the corporation.

() In addition to any other fees and charges that the corporation
may charge on mortgage loans, the corporation may collect, or cause
1o be collected, insurance commitment fees and insurance premiums
on mortgage loans insured by a fund under this section.

© A mortgage loan purchased by the corporation as part of its
special mortgage loan purchase program may be insured by the hous—
ing insurance fund, and a mortgage loan on a mobile home or resi—
dence located in a remote, underdeveloped, blighted or rural area of
the state may also be insured (1) against hazard loss by the rural
housing hazard insurance fund when hazard insurance from other
sources satisfactory to private mortgage lenders isnot, in the opinion
of the corporation, available on reasonable terms, and (2) against title
defect by the rural housing title insurance fund when title insurance
from other sources satisfactory to private mortgage lenders is not, in
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the opinion of the corporation, available on reasonable terms. The
endorsement of the corporation on the mortgage that it is insured by
any fund under this section at the time of purchase or acquisition of
the mortgage loan is conclusive evidence that the mortgage loan is
insured under the provisions of ti.is section by the fund.

(d) Mortgage loans may be insured by a fund or an account in a
fund under this section only when the amount in the fund or in the
account as a percentage of the sum ofall mortgage loans to be insured
and all unpaid principal on mortgage loans to be insured by the fund
or the account equals or exceeds the fund requirement. The fund re—
quirement for each fund or account shall be calculated as the percent—
age that the corporation determines isactuarially sound for operation
of the fund or account.

(®© When the corporation determines what isactuarially sound with
respect to the operation of each fund or account in a fund, it shall
consider means of providing sufficient revenue for the operation of the
fund or account, without regard to amounts that may have been or
may, after the date of determination ofactuarial soundness, be appro—
priated under () of this section and it shall consider factors which
must include, without limitation,

(D) as to the mortgages insured by the housing insr .ance fund, or
an account of the housing insurance fund, estimates of future defaults
and losses on mortgage loans insured under this section based on
actual default and loss experience on those mortgage loans or on simi—
lar mortgage loans in Alaska or elsewhere, estimates of recoveries on
defaulted or foreclosed mortgage loans based on that experience, the
terms and conditions of the mortgage loans insured under this section,
estimates of earnings and income of amounts on deposit in the fund,
and any other appropriate factors;

(@ as to mortgages insured by the rural housing title insurance
fund, estimates ofdefaults and losses by reason of title defects that are
otherwise uninsured, estimates of earnings and income of amounts of
deposit in the fund or the account, and any other appropriate factors;
and

(3 as to mortgages insured by the rural housing hazard insurance
fund, or an account of the rural housing hazard insurance fund, esti—
mates of default by reason of hazard losses which are otherwise unin—
sured, estimates of earnings and income of amounts on deposit in the
fund or the account, and any other appropriate factors.

(0 On December 1 of each year the corporation shaii ascertain the
amount on deposit in each fund established under this section and in
each account ofeach fund. Ifthe amount inany fund or account is less
than the fund requirement for the fund or account, the corporation
shall, no later than January 2 of the following year, certify inwriting
1o the governor and to the legislature, the amount, .fany, required to
restore that fund or account to the fund requirement. The legislature
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may appropriate the amount and the corporation shall deposit in the
fund or account all amounts appropriated during the then current
state fiscal year. Nothing in this subsection creates a debt or liability
of the state. (822 ch 106 SLA 1980)

m%@%ﬁb/vaital city roriopo loars. [Repeled $77

Sec. 18.56.095. Mortgage insurance, (@) There isa special fund of
the state to be known as the "'state mortgage insurance fund”*(called
the "mortgage insurance fund~Jwhich shall be completely segregated
and set apart from all other funds of the state, and which isa trust
fund for the uses and purposes of this section and into and from which
money shall be paid as provided in this section. The mortgage insur—
ance fund shall be held by the commissioner of revenue, subject to the
power of the commissioner of commerce and economic development to
enter into and perform agreements with respect to the use of money in
the mortgage insurance fund and to pledge, assign or grant interests
in the mortgage insurance fund as provided in this section. The com—
missioner of commerce and economic development may enter into
agreements with the corporation with respect to the exercise of any
power or approval relating to the mortgage insurance fund under this
section, including, without limitation, agreements as to the use of
money in the mortgage insurance fund, agreements with respect to
the terms and conditions upon which payments from the mortgage
insurance fund shall be made to the corporation with respect tomort—
gage loans insured under this section, and agreements regarding the
payment of and security for mortgage insurance bonds, and in connec—
tion with these agreements the commissioner of commerce and eco—
nomic development may pledge, assign or grant other interests in the
mortgage insurance fund to the corporation as may be necessary or
appropriate in connection with the insurance of mortgage loans and to
provide for the payment ofand security for mortgage insurance bonds.
Any such agreement or any of the rights of the corporation under the
agreement and payments received or to be received under the agree—
ment may be pledged or assigned by the corporation for the benefit of
the holders of mortgage insurance bonds.

() In addition to any other fees and charges that the corporation
may charge on mortgage loans, itmay collect or cause to be collected
on all mortgage loans made or purchased with the proceeds of the sale
of mortgage insurance bonds, either or both a special mortgage loan
insurance commitment fee or a mortgage loan insurance premium.
The special mortgage loan insurance commitment fees and special
mortgage loan insurance premiums when received shall be deposited
in the mortgage insurance fund by the corporation, or by any mort—
gage loan servicer, trustee, or agent designated by the corporation to
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receive them, and shall be held, invested and, together with all invest—
ment income derived from them, reinvested by the commissioner of

revenue in investments authorized under AS 37.10.070(a), subject to

any agreement with the corporation under (@) of this section.

© [f, atany time after receipt by the corporation ofa payment from
the mortgage insurance fund with respect to a mortgage loan or any
portion of the principal and interest and other amounts payable on a
mortgage loan, the corp mation recovers an amount on the mortgage
loan or portion of it from any source other than the mortgage insur—
ance fund, itshall apply the amount recovered in the following order:
first to repay the general fund of the state to the extent of appropria—
tions made pursuant to requests made under () of this section, and
second, to repay the mortgage insurance fund.

(@ A mortgage loan may be insured ifthe loan-to-value ratio at the
time of the insurance loan does not exceed 80 percent or, ifthe loan-to-
value ratio does exceed that percentage, if it is federally insured or
guaranteed or insured by a qualified mortgage insurance company to
the extent of the excess. The endorsement of the corporation on the
mortgage at the time of purchase or acquisition of the mortgage loan
is conclusive evidence that the mortgage loan is insured under the
provisions of this section. The insurance is payable solely from the
mortgage insurance fund.

(© Mortgage loans may only be insured when the amount in the
mortgage insurance fund as a percentage of the sum of all mortgage
loans to be insured and all unpaid principal on mortgage loans in—
sured by the corporation, equals or exceeds the fund requirement. As
used in this section, the fund requirement iscalculated as follows as to
the following mortgage loans insured by the corporation:

(D in the case offederally insured or guaranteed mortgage loans, or
mortgage loans insured by a qualified mortgage insurance company
or, ifnot so insured or guaranteed, with a loan-to-value ratio at the
time of the mortgage insurance application less than 80 percent, the
greater of (A) two percent of the unpaid principal amount of those
mortgage loans, or (B) a percentage that the corporation with the
approval of the commissioner of commerce and economic development
determines is actual ially sound for operation of the mortgage insur—

"% Rl $- th BIA 18]

@ On December 1 of each year the commissioner of commerce and
economic development shall determine the amount on deposit in the
mortgage insurance fund. Ifthe amount in the fund is less than the
fund requirement, the commissioner of commerce and economic devel —
opment shall request the corporation to transfer from any available
funds the amount necessary to restore the mortgage insurance fund to
the fund requirement and the corporation shall promptly comply with
the request from any funds available subject to agreements with




filhi s mi IFTTIMI seiBIDMil"l] sl 1100 UH T |

18.56.095

il invest-
ssioner of
subject
tion.

lent from
in or any
ableon a
mortgage
ge insur-
ng order:
opropria-
tion, and

tio at the
e loan-to-
Isured or
npany to
n on the
age loan
nder the
from the

at in the
nortgage
loans in-
ment. As
iws as o

loans, or
zompany
io at the
a1, the
of those
vith the
eiopment
;e insur-

*roe and
;tin the
han the
c devel-
vailable
fund
oly with
its with

§18_56.(D5 Health and Safety §18.56.095

holders of any of its obligations. Ifsufficient funds are not provided as
the result of the requests, the commissioner of commerce and eco—
nomic development shall, no later than January 2 of the following
year, make and deliver to the governor and to the chairmen of the
house and senate finance committees a certificate stating the sum
required to restore the fund to the fund requirement and the sum so
certified may be appropriated and paid to the fund during the then
current state fiscal year. Nothing in this subsection creates a debt or

liabili

© [F%ﬁ&f‘@“??dﬂ 1IA ]SH)]

(hi In this section, unless the context clearly indicates a different
meaning,

(@ "loan to value ratio”’’means the ratio between the principal
amount ofa mortgage loan and the appraised value, as determined by
the corporation, of the residential housing financed by the mortgage
loan;

(2 "mortgage insurance bond”Means a bond, note or other obliga—
tion of the corporation, the proceeds of which are authorized to be
expended to purchase or make a mortgage loan insured under this
section;

(3 "qualified mortgage insurance company”Means a mortgage in—
surance company satisfactory to the corporation;

(@ "special mortgage loan insurance commitment fee”’and "special
mortgage loan insurance premium”™ean, respective: ,a fee ofa per—
cent of the principal amount of a mortgage loan to be insured under
this section, and an annual insurance premium of a percent of the
portion of the unpaid principal amount of a mortgage loan insured
under this section that is not federally insured or guaranteed or in—
sured by a private mortgage insurance company, that the corporation
with the approval of the commissioner of commerce and economic
development determines is actuarially sdund for the operation of the
mortg i ange fuy;

() the determination ofwhat is "actuarially sound” With respect t
the operation of the mortgage insurance fund shall be based on a
consideration of the factors that will provide sufficient revenue for the
operation of the fund, without regard to amounts that may have been
or may, after the date of determination of actuarial soundness, be
appropriated pursuant to if) of this section, including, without limita—
tion, estimates of future defaults and losses on mortgage loans insured
under this section based on actual default and loss experience on those
mortgage loans or on similar mortgage loans in Alaska or elsewhere,
estimates of recoveries on defaulted or foreclosed mortgage loans
based on that experience, the terms and conditions of the mortgage
loans insured under this section, estimates of earnings and income of
amounts on deposit in the mortgage insurance fund, and any other
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appropriate factors. (8 8 <M 151 SLA 1975; am &823 - 26, 77 ch 106
SLA 1980)

Sec. 18.56.096. Limitation ct- power to make or purchase
mortgage loans, (@ The corporation may not make, participate in
the making of, purchase, or participate in the purchase of

(1)a firstmortgage loan under this chapter for a duplex, triplex, or
four-plex that exceeds the limitations on first mortgage loans for simi—
lar housing purchased by the Federal National Mortgage Association
as to principal amount and loan-to-value ratio;

(2 a second mortgage loan for a duplex, triplex, or four-plex the
amount ofwhich, when combined with the principal balance of a first
mortgage loan on the property, exceeds the limitation on the amount
set out in (1) of this subsection or that has a loan-to-value ratio, when
considered with the principal balance of the first mortgage loan, that
exceeds 90 percent;

(3 a mortgage loan to finance the purchase of new housing or for
the improvement or rehabilitation of existing housing, unless the con—
struction, improvement, or rehabilitation work has been performed by
a contractor who is registered towork as a contractor under AS 08.18;
this paragraph does not apply if the construction, improvement, or
rehabilitation work

(A) has been totally or substantially performed by the borrower;

(B) has been performed by a borrower who acts as the contractor for
the construction, improvement, or rehabilitation work; or

(©) has been performed in an area designated by the corporation as
exempt from the requirements of this paragraph because of the un—
availability of registered contractors in that area;

@ a first mortgage loan for a single-family residence that exceeds
the limitations on first mortgage loans for similar housing purchased
by the Federal National Mortgage Association as to principal amount
by more than 10 percent, or has a loan-to-value ratio that exceeds 95
percent, or a second mortgage loan for a single-family residence, the
amount ofwhich, when combined with the principal balance of a first
mortgage loan on the property, exceeds the limitations on loans for
similar housing purchased by the Federal National Mortgage Associa—
tion as to principal amount by more than 10 percent, or has a loan-to-
value ratio, when considered with the principal balance of the first
mortgage loan, that exceeds 90 percent; or

() a first or second mortgage loan for rental housing unless the
borrower agrees not to discriminate against tenants or prospective
tenants because of sex. marital status, changes in marital status,
pregnancy, parenthood, race, religion, color, national origin, or status
as a student;

®) a first mortgage loan if the boirower has an outstanding first
mortgage housing loan under this chapter or an outstanding first
mortgage loan for owner-occupied housing under AS 44.47; or
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(/) a loan to a person who has a past due child support obligation
established by court order or by the child support enforcement division
under AS 47.23.160 — 47.23.220 at the time of application.

) The loan-to-value limitation established in (@)(4) of this section
does not apply to a qualified loan that is federally insured or guaran—
teed. (827 ch 106 SLA 1980; am 83 ch "15SLA 1981; am &18ch 113
SLA 1982; am &34-6ch 112 SLA 198b, am &4 ch 128 SLA 1984: am
85 ch 116 SLA 1986)

Effect of amendments. — The 1982 The 1984 amendment des nated the
am%ndment added ara?raﬁ) { reviously unde5| nated mtro té)rg lan-
amendment inserted "for a  quage as subsect| n (al, added subsection

duplex triplex, or four- pIex and for3|m- ). and, In subsection (a), added para-

llarhousi aragra deleted  graph (6) and made a series of mternal
"or" from th%e cPf %gPaphllnserted P%renée an techm al changes In para-
for a du pex tr ex, or four-plex" In ?

gr%p D
garaqraph (2 ) and added paragraphs (4) he 1 Gamendment added paragraph
(7) of subsection (a).

Sec. 18.56.097. Collateral for loans. Under procedures estab—
lished by regulations of the corporation adopted in accordance with AS
18.56.088 a person may pledge as security for the repayment ofa loan
made, purchased or insured by the corporation under this chapter a
preference right the person holds to receive title to land the person
occupies as a primary place of residence, primary place of business,
subsistence campsite, or as headquarters for reindeer husbandry. The
preference right must be conveyed to the person by the Native corpo—
ration to which the land was granted under section 14 of the Alaska
Native Claims Settlement Act <85 Stat. 688, 43 U.S.C. secs. 1601 -
1626, as amended by P.L. 94-204) before itmay be pledged as security
under this section. The Department of Community and Regional
Affairs shall prescribe procedures and standard forms for establishing
and appraising the value of a preference right held by a person to
secure the repayment of a loan made, purchased or insured by the
corporation under this chapter. (827 ch 106 SLA 1980)

Sec. 18.56.098. Special mortgage loan purchase program, ta)
The corporation shall establish a special mortgage loan purchase pro—
gram. Under the special mortgage loan purchase program, the corpo—
ration may purchase refinancing loans or first or second mortgage
loans, including graduated payment mortgage loans, made for the
purchase, improvement, or rehabilitation of residences.

() The corporation shall adopt regulations under AS 18.56.088 to
establish minimum construction standards that a residence must
meet before the corporation may purchase a mortgage loan on the
residence under (@) of this section. The minimum construction stan—
dards shall include standard deviations from the minimum construe-
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tion standards to allow the corporation to purchase loans on resi—
dences that do not meet the minimum construction standards but that
are certified by an engineer to be within the standard deviations. The
standard deviations shall include, but are not limited to, provisions
relating towater holding tanks, on-site water and sewer systems, and
foundations.

(© The corporation may pledge mortgage loans purchased by the
corporation under (@) of this section, mortgage loans assigned to the
corporation for the special mortgage loan purchase program, and
mortgage loans purchased with amounts appropriated to the corpora—
tion for the special mortgage loan purchase program to pay the princi—
pal, interest, and redemption premium, ifany, on bonds or bond antic—
ipation notes issued by the corporation for the special mortgage loan
purchase program and may expend amounts appropriated to the spe—
cial mortgage loan purchase program for mortgage loan subsidies or
other purposes of the program as necessary to cause the interest rate
on mortgage loans purchased under the special mortgage loan pur—
chase program and retained by the corporation or sold under AS

18&2)6.F%ﬂﬁua§ g[edﬁamgej‘Af' §{m this section.

© The corporation shall establish regulations in accordance with
AS 18.56.088 to implement the special mortgage loan purchase pro—
gram. The regulations shall include provisions allowing, prohibiting,
or restricting the right to assume or the right to provide for the pay —
ment of mortgage loans purchased under (@) of this section by a person
other than the mortgagor. A provision in a mortgage loan purchased
by the corporation after June 30, 1981, that prohibits or restricts the
right to assume or the right to provide for the payment of mortgage
loans is enforceable. The corporation shall enforce the regulations
adopted under this subsection.

(f In this section and in AS 18.56.099,

(D "graduated payment mortgage loan”Teans a mortgage loan the
terms of which provide for monthly principal and interest payments
that

(A) during the first year of the mortgage loan are lower than the
monthly principal and interest payments that would be required un—
der the terms of a level payment mortgage loan made at the same
interest rate; and

(B) during subsequent years of the mortgage loan are graduated to
provide for the same return over the term of the loan that would have
been provided by a level payment mortgage loan made at the same
interest rate;

(@ "mortgage loan”includes a beneficial interest or participation in
a mortgage loan;

(3 "refinancing loan" means a loan refinancing one of the following
loans through another mortgage loan the amount of which may not
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exceed the unpaid balance of the loan being refinanced plus ciosing
costs:

(A) a first or second mortgage loan purchased under (@) of this sec—
tion;

(B) a loan for which the interest rate is established under AS
4.47.- .0@); or

(©) a loan for which the interest rate is established under AS
44._47.410(b) other than a nonconforming housing loan or a nonowner
occupied housing loan:

@ residence’’means an owner-occupied, single-family residence,
including a mobile home, or an owner-occupied duplex, triplex or four-
plex.

ig) The corporation shall establish the interest rate on a firstmort—
gage loan purchased under (@) of this section in accordance with the
following:

(D The interest rate on the first 890,000 of a mortgage loan pur—
chased with the proceeds of an issue of taxable bonds of the corpora—
tion is three percent less than the cost of funds of that issue, except
that

(A) if the cost of funds of that issue is less than 10 percent, the
interest rate is equal to the cost of funds; and

(B) if the cost of funds of that issue is more than 10 percent, the
interest rate may not be less than 10 percent.

(@ An interest rate determined under this subsection on the first
890,000 of a mortgage loan that is not purchased from the proceeds of
bonds that are qualified veterans mortgage bonds under 26 U.S.C.
103A (Mortgage Subsidy Bond Tax Act of 1980), as amended, shall be
reduced by one percentage point if the loan is made to an eligible
veteran under AS 18.56.101.

(3 The interest rate for the amount of a mortgage loan purchased
under (@) of this section that exceeds 890,000 is equal to the cost of
funds to the corporation attributable to that part of the loan.

@ The interest rate on the first 890.000 of a mortgage loan pur—
chased with money that is not the proceeds of either taxable or tax-
exempt bonds is the rate the corporation determines isappropriate by
application of the provision of (1) of this subsection.

() The interest rate on the first 890,000 of a mortgage loan pur—
chased from the proceeds ofbonds that are exempt from taxation other
than bonds that constitute qualified veterans *bonds under @) of this
section, isequal to the interest rate determined under il) and () of
this subsection on a loan purchased under (ai of this section from the
proceeds of the most recent applicable issue of taxable bonds sold bv
the corporation. A higher or lower interest rate shall be established on
the entire loan amount ifrequired to ensure the tax-exempt status of
the bonds.

®) In this subsection
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(A) "cost of funds®Means the true interest cost expressed as a rate
on bonds of the corporation plus an additional percentage as deter—
mined by the corporation to represent the allocable expenses of opera—
tion, costs of issuance, and mortgage servicing;

(B) "taxable bonds”means bonds bearing interest that is taxable
under 26 U.S.C. 103A (Mortgage Subsidy Bond Tax Act of 1980) is—
sued to finance the purchase of first mortgage loans.

(h) The corporation shall establish the interest rate on a second
mortgage loan purchased under (@) of this section in the manner es—
tablished for computing the interest rates on a first mortgage loan
under (g) of this section except that, in the case of a second mortgage
loan, ifthe first mortgage loan made to the 3ame borrower is held by
the corporation and was purchased under the special mortgage loan
purchase program, the outstanding principal balance of the existing
first mortgage loan is subtracted from $90,000 to determine the
amount of the loan that is eligible for an interest rate on a second
mortgage loan determined by reference to (g) of this section.

@@ The interest rate on the first $90,000 of a mortgage loan pur—
chased from the proceeds of bonds that constitute qualified veterans
mortgage bonds under 26 U.S.C. 103A (Mortgage Subsidy Bond Tax
Act of 1980) as amended, isthe greater of (1) four percent less than the
cost of funds or (2) the rate for other loans to veterans under AS
18.56.098(g)(3)- A higher or lower interest rate shall be established on
the entire loan amount if required under 26 U.S.C. 103A.

@) Ifthe money used to purchase amortgage loan made toa veteran
under this section comes from an issue of bonds of the corporation
guaranteed by the state, each bond must be issued as part ofan issue
substantially all of the proceeds of which are used to provide resi—
dences for qual ifying veterans. In this subsection a qualifying veteran
isa person who isa "qualified veteran" as the term isdefined or may
subsequently be defined under 26 U.S.C. 103A (Mortgage Subsidy
Bond Tax Act of 1980), as amended.

(K) The interest rate limitations of AS 45.45.010 do not apply to
loans purchased under this section or to loans that the corporation
has, in any manner, committed itselfto purchase. (827 ch 106 SLA
1980; am &34 - 7,51 ch 115 SLA 1981; am 81ch 35 SLA 1982; am
&319- 24ch 113 SLA 1982; am &837,8,27 ch 102 SLA 1983; am 8 5
ch 128 SLA 1984; am &1, 2 ch 9 SLA 1986)

Cros9 references. — For interest rate serted in the case of a second mort a%e
applicable to certain newlg ?nstrTcted %an if the first morw e Ioan made
owner-occupied trlplexes and fourplexes  the same borrower Is e by the corpora-
%og)npleteggbftweegwne 113982 and Qc C8)2 tlontand vvlas purchars]ed under the sp eC|a|
ober see § 68, ¢ mortgage loan purchase progr

Effect of amen(?ments — The ?IFS'[ Thg sgecond 19%2 amend% r?tadded "tri-
1982 amendment, In subsection th) plex or fourplex” to the end of paragraph
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a second y (%(ﬁ "§1M4 Of thi dusectlon ang IoanshO( and in subsection (f) added
ion. eete| F% entence; and ~ Paragrap
oan pur- [epea ed paragrap
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lond Tax Sec. 18.56.099. Powers of corporation to deal in mortgage
than the loans. The corporation may purchase, <ll, hold, or otherwise deal in
mder AS mortgage loans. In connection with the purchase or sale ofa beneficial
lished on interest or participation in a mortgage loan, the corporation may en—
ter into a trust agreement providing for the custody, control, and
iveteran administration of the mortgage loan. The trust agreement may pro—
-poration vide that the corporation or a bank or trust company shall act as
"an issue trustor or trustee under the trust and that title to the mortgage loans
ide resi- subject to the trust shall be considered to have passed as provided in
rveteran the trust agreement. To the extent provided in the trust agreement,
dor may the effect of a sale of a beneficial interest or participation in a mort—
Subsidy gage loan is the same as the sale of the mortgage loan subject to the
trust. (827 ch 106 SLA 1980)
apply to
pfjﬁaﬁion tCross refleret?lcets o For g[:ertam d?\fs
106 SLA %%ons agap icable to this section, see
L98Z; am
am 85 Sec. 18.56.100. Housing development fund, la) There is created
a housing development fund to be administered by the corporation as
. a trust fund separate and distinct from any other money or funds
. mortgage o .
n made 1o administered by the corporation.
le corpora- () Consistentwith AS 18.56.090, the corporation may make tempo—
>|’ES ecial rary and permanent loans from the housing development fund, at an
a(ﬂied”trl interest rate or rates determined by the corporation, and with the
paragraph security for repayment that isnecessary and practicable, to purchase,
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make, or participate in the making of mortgage loans that are not
federally insured or guaranteed for residential housing, ifthe corpora—
tion determines that the loans are not otherwise available, wholly or
in part, from private lenders upon reasonably equivalent terms and
conditions.

(© To the credit of the housing development fund shall be deposited

(D) grants and contributions to the fund; and

(2 all receipts of the corporation on account of repayment of or sale
or other disposition of the security for any loans made under (b) of this
section.

(@) The corporation may recelve and accept from any source what—
ever aﬁg Q-pgn i | ousing development fund.

(ON|

?g):
® g%
@ H

® ;1%

® | &1 ch 107 SLA 1971; am
S4 ch 81 SLA 1972: am 528 ch 106 SLA 1980: am &825- 27, 72 ch
113 SLA 1982)

Effect of amepdments, — The 1982 under AS 18.56,090 429 and substl
amendment in subsectlon() substituted  tuted "loans which aré not federally in
"housing develoipm nt und for "specjal sured or guarantee for" for "and con-
revolvmg oan fund to be known as the - struction [oans wnich are not federally in-
OUSB eveo&)n}lent fund™: |n subsec-  sured or (r;uarantg }os ons?rs A ?
tjon elefe e%rag eS| na- 8urc asers and eve 501 | Fve
tions, eete ows 0 er gment or'; and sectlon d eted
ara([;raéf which read re- "and the procee s of sale of fund notes’
ra dvelopment co?ts of folowmg to the fund" In p aragraph 81
s 0nsors, bU| lders, and developers of resl-  The amendment also repealed stibsecti
e[mal hou mg and ' %rowd 0 persons )é
ower and moderate i comew oare ap |tors notes — Se%tlon 14, ch 113

1201

120 10C 1

pI Ing for mortgages, the amount SLA 1982, provides.

quired to make tlown payments an 18.56. 10 k |n Sec. 19 of t |s Act oe
closm Costs an u Ing owners not Invali oysin eveo men
amounts or partial’ rental pay- r S 8.56.100 eM

ents and Enortgage Interest paymga}Is Bg%r’e ISSH%

Sec. 18.56.101. Eligibility for veterans "interest rates. The fol—
lowing persons are eligible veterans for the purposes of AS
18.56.098(g) and (h):

(D) a person who served inthe armed forces of the United States for
90 days or more, or whose service was for less than90days because of
injury or disability incurred in the line of duty, after April 6, 1917,
whose discharge was under honorable conditions;

(@ the widow or widower of a member of the armed forces or an
eligible veteran ifthe member or veteran served in the armed forces
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for at least 90 days after April 6, 1917 and the veteran $discharge was
under honorable conditions;

(3 a person who has served for not less than five years in the
Alaska Army National Guard, or the Alaska Air National Guard, ora
reserve unit of the United States armed forces if the reserve unit
required, as a minimum, one weekend each month of duty and 15
consecutive days of active duty training each year and whose dis—
charge was under honorable conditions. (829 ch 106 SLA 1980; am
88 ch 115 SLA 1981; am 89 ch 102 SLA 1983; am 812 ch 67 SLA
1983)

Efect of amendments, — The flrst ment and also deleted "the Alaska Naval
amend ent rewrote this secd Militia’ oIIowmg "Alaska A rNatlonaI

The secon men
sarme changes a0 pnendment amendp Guard” in paragtaph (3),

Sec. 18.56.103. Federal taxation of interest on bonds and
bond anticipation notes. Ifthe interest on bonds or bond anticipa—
tion notes of the corporation issued after June 1, 1980, becomes tax—
able under the income tax laws of the United States, the legislature
may appropriate an amount sufficient to pay the outstanding princi—
pal and interest on the bonds or bond anticipation notes. Nothing in
this section creates a debt or liability of the State of Alaska. (829 ch
106 SLA 1980)

Sec. 18.56.104. Allocation of tax-exempt bonds, (@) Pursuant to
sec. 103A(g)(6) of the Mortgage Subsidy Bond Tax Act of 1980 (26
U.S.C. 103A) the amount of mortgage revenue bonds that may be
issued in the state under sec. 103A(g)(4) of that Act is allocated solely
to the corporation. A municipality may not issue mortgage revenue
bonds under sec. 103A(gH4) of the Mortgage Subsidy Bond Tax Act of
1980 unless permitted to do so by the corporation. The amount of
mortgage revenue bonds issued by a municipality under sec.
103A(g)(4) of the Mortgage Subsidy Bond Tax Act of 1980 with the
permission of the corporation shall be deducted from the total amount
permitted by that Act.

(b) The provisions of this section apply to home rule municipalities.
S 9 ch 115 SLA 1981)

Sec. 18.56.105. Allocation of lending activities. The corporation
shall designate regions within the state which in the aggregate, en—
compass the entire state. In participating in the making or purchasing
of loans under AS 18.56.090(2) and (3) or under AS 18.56.100, the
corporation shall make itsmoney available through the private finan—
cial institutions in the state within each region designated by the
corporation under this section. The corporation shall allocate its

195



§18.56.1% Alaska Statutes §18.56-110

money among the regions on the basis of recent and future anticipated
lending activity as well as the potential need for the loans in each
region and may reallocate itsmoney among the regions as itconsiders
appropriate to reflect changes in lending activity or need in the re—
gions. (829 ch 106 SLA 198u; am 833 ch 37 SLA 1986)

Effect of amendmen Edjtor's nqtes. — AS 18.56.090
amendent su st?tuteg Ii\? 18. 5% 09 12§ ferre to ?nt e second sentence, V\(/a)s re-
andI(]SI or "AS 18.56.090(1) — 13" inthe  pealed by §51. ch. 115, SLA 1981.
second sentence.

Sec. 18.56.106. Nonconforming housing loan program, @
There is established in the corporation the nonconforming housing
loan program to assist persons to purchase housing that does not con—
form to minimum building standards under any state or federal pro—
gram that provides for housing purchases.

() The corporation shall adopt regulations under this section that
establish conditions and terms for nonconforming housing loans in—
cluding terms and conditions relating to owner and nonowner occu—
pancy, the number of loans that may be made to a single borrower,
and borrower eligibility requirements. (82 ch 100 SLA 1985)

Sec. 18.56.107. Loan origination and service fees for rural
areas. Loan origination and service fees charged for a loan made or
purchased in a rural area with money received by the corporation
after July 1, 1981, may be higher than loan origination and service
fees charged for other loans made or purchased by the corporation and
the corporation may pay a portion of the higher fees. (810 ch 115 SLA
1981)

Sec. 18.56.110. Bonds and notes, (@) The corporation, by resolu—
tion, may issue bonds and bond anticipation notes in order to provide
funds to carry out and effectuate its purposes.

() The principal and interest on these bonds or notes, except state
guaranteed bonds, ispayable from corporation funds, excluding funds
in the housing development fund. The principal and interest on state
guaranteed bonds is payable from corporation funds, excluding funds
in the housing development fund, and in accordance with the terms of
the state guaranty of principal and interest. Bond anticipation notes
may be payable from the proceeds of the sale of bonds or from the
proceeds of sale of other bond anticipation notes or, in the event bond
or bond anticipation note proceeds are not available, the notes may be
paid from other funds or assets of the corporation. Bonds or notes may
be additionally secured by a pledge of a grant or contribution from the
federal government, or a corporation, association, institution or per—
son, or a pledge of money, income, or revenues of the corporation from
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any source. The corporation may issue state guaranteed bond antici—
pation notes in anticipation of the sale of state guaranteed bonds to be
issued under this chapter. State guaranteed bond anticipation notes
are guaranteed as to principal and interest by the state and secured by
the full faith, credit and resources of the state.

© Bonds or bond anticipation notes may be issued in one or more
series and shall be dated, bear interest at the rate or rates per year or
within the maximum rate, be in the denomination, be in the form,
either coupon or registered, carry the conversion or registration provi—
sions, have the rank or priority, be executed in the manner and form,
be payable from the sources in the medium of payment and place or
places within or outside the state, be subject to authentication by a
trustee or Fiscal agent, and be subject to the terms of redemption with
or without premium, as the resolution of the corporation may provide.
Bond anticipation notes shall mature at the time or times that are
determined by the corporation. Bonds shall mature at a time, not
exceeding 50 years from their date, that isdetermined by the corpora—
tion. Before the preparation of definitive bonds or bond anticipation
notes, the corporation may issue interim receipts or temporary bonds
or bond anticipation notes, with or without coupons, exchangeable for
bonds or bond anticipation notes when these definitive bonds or bond
anticipation notes have been executed and are available for delivery.

id) Bonds or bond anticipation notes, except state guaranteed bonds
and bond anticipation notes, may be sold in the manner, and on the
terms the corporation determines. State guaranteed bonds and bond
anticipation notes shall be sold at public sale by the corporation in
amounts and at times as may be approved by the state bond commit—
tee, on terms fixed under the notice of sale.

(© Ifan officer whose signature or a facsimile of whose signature
appears on any bonds or notes or coupons attached to them ceases to
be an officer before the delivery of the bond, note or coupon, the signa—
ture or facsimile is valid the same as if the officer had remained in
office until delivery.

(0 In any resolution of the corporation authorizing or relating to
the issuance of bonds or bond anticipation notes, the corporation has
power by provisions in the resolution v*hich will constitute covenants
of the corporation and contracts with the holders of the bonds or bond
anticipation notes

() topledge to any payment or purpose all or any part of its reve—
nues towhich ts right then exists or may thereafter come into exis—
tence. and the money derived from the revenues, and the proceeds of
any bonds or notes;

i2) to covenant against pledging all or any part of its revenues, or
against permitting or suffering a lien on the revenues of Its property;

(3) to covenant as to the use and disposition of any and all pay—
ments of principal or interest received by the corporation on mortgage
loans, construction loans or other investments held by the corporation:
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(4) to covenant as to establishment ofreserves or sinking funds and
the making of provision for and the regulation and disposition of the
reserves or sinking funds;

(5) to covenant with respect to or against limitations on a right to
sell or otherwise dispose of property of any Kkind;

(6) to covenant as to bonds and notes to be issued, and their limita-
tions, terms and conditions, and as to the custody, application and
disposition of the proceeds of the bonds and notes;

(7) to covenant as to the issuance of additional bonds or notes, or as
to limitations on the issuance of additional bonds or notes and the
incurring of other debts;

(8) to covenant as to the payment of the principal of or interest on
the bonds or notes, as to the sources and methods ofthe payment, as to
the rank or priority of the bonds or notes with respect to a lien or
security, or as to the acceleration ofthe maturity ofthe bonds or notes;

(9) to provide for the replacement of lost, stolen, destroyed or muti-
lated bonds or notes;

(10) to covenant against extending the time for the payment of
bonds or notes or interest on the bonds or notes;

(11) to covenant as to the redemption of bonds or notes and privi-
leges of their exchange for other bonds or notes of the corporation;

(12) to covenant to create or authorize the creation of special funds
of money to be held in pledge or otherwise for operating expenses,
payment or redemption of bonds or notes, reserves or other purposes,
and as to the use and disposition of the money held in the funds;

(13) to establish the procedure, if any, by which the terms of any
contract or covenant with or for the benefit of the holders of bonds or
notes may be amended or abrogated, the amount of bonds or notes the
holders of which must consent to amendment or abrogation, and the
manner in which the consent may be given;

(14) to covenant as to the custody of any of its properties or invest-
ments, their safekeeping and insurance, and the use and disposition of
insurance money;

(15) to covenant as to the time or manner of enforcement or re-
straint from enforcement of any rights of the corporation arising by
reason of or with respect to nonpayment ofany principal or interest of
any mortgage loans or construction loans;

(16) to provide for the rights and liabilities, powers and duties aris-
ing upon the breach of any covenant, condition or obligation, and to
prescribe the events of default and the terms and conditions upon
which any or all the bonds, notes or other obligations of the corpora-
tion become or may be declared due and payable before maturity and
the terms and conditions upon which any such declaration and its
consequences may be waived;

(17) to vest in a trustee or trustees within or outside the state the
property, rights, powers and duties in trust as the corporation may
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determine, which may include any or all of the rights, powers and
duties of any trustee appointed by the holders of any bonds or notes,
and to limit or abrogate the right of the holders of any bonds or notes
of the corporation to appoint a trustee under this chapter or limit the
rights, powers and duties of the trustee;

(18) 1o pay the costs or expenses incident to the enforcement of the
bonds or notes or of the provisions of the resolution or ofany covenant
or agreement of the corporation with the holders of its bonds or notes;

119) to agree with any corporate trustee which may be any trust
company or bank having the powers of a trust company within or
outside the state as to the pledging or assigning of revenue or funds to
which or in which the corporation has any rights or interest; the
agreement may further provide for other rights and remedies exercis—
able by the trustee as may be proper for the protection of the holders of
any bonds or notes of the corporation and not otherwise in violation of
law and may provide for the restriction of the rights ofan individual
holder of bonds or notes of the corporation;

(20) to appoint and provide for the duties and obligations of any
paying agent or paying agents, or other fiduciaries as the resolution
may provide within or outside the state;

(21) to limit the rights of the holders of any bonds or notes to en—
force any pledge or covenant securing bonds or notes;

(22) tomake covenants other than and in addition to the covenants
expressly authorized in this section, of like or different character, and
to make covenants to do or refrain from doing acts and things as may
be necessary, or convenient and desirable, in order to better secure
bonds or notes or that, in the absolute discretion of the corporation,
will tend to make bonds or notes more marketable, notwithstanding
that the covenants, acts or things may not be enumerated in this
section.

(@ Notwithstanding AS 18.56.090(12) and (@ of this section, the
corporation may not issue bonds, other than refunding bonds, in any
12-month period beginning after June 30, 1983, in an amount that
exceeds the amount of bonds authorized to be issued during the pre—
ceding period, unless a different amount is authorized by the legisla—
ture. 8 1ch 107 SLA 1971; am 8 11 ch 115 SLA 1981; am 8 2 ch 35
SLA 1982; am 88 28, 29 ch 113 SLA 1982)

Cross references. — For frowsmns The second 1982 amendment in subsec

emin state arantee veterans res- tion Ih), inserted "except state quar
(g tﬁh%o SF ) o-11 cﬁ bonds' mteflrstsent nce an df?e(}the
hel 2°Tem
a Ac an Resolves.

orary and Present second, next-to-[asf. and last sen-
t R _ The first  [ENCES In’subsection td), the amendment
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and at the price" in the first sentence and  state of a constitutional. amendment to
added the_second sentence. .. Alaska Const,, art. IX, ﬁ8 {0 allow the

Section 76, ch. 113, SLA 1982, provides state to contract debt for ousm([; loans for
that the 1982 amendment takes effect on veterans, Such an_amendment was ap-
the date of approval by the voters of the proved November 2, 1982.

Sec. 18.56.115. Independent financial advisor. In negotiating
the private sale ofbonds or bond anticipation notes to an underwriter,
the corporation may retain a financial advisor. A financial advisor
retained under this section must be independent from the under—
writer. 84 ch 102 SLA 1974; am 82 ch 130 SLA 1978; am 810 ch
102 SLA 1983)

Effect of amendments. — The 1983 for “who is" at the beginning of the
amendment divided the section Into two present second sentence” and “made a
sentences by substituting “A financial ad-  minor word change in the present first
VISor retained under this section must be"  sentence.

Sec. 18.56.120. Validity of any pledge. The pledge of assets or
revenue of the corporation to the payment of the principal or interest
on any obligations of the agency is valid and binding from the time
the pledge ismade and the assets or revenue are immediately subject
1o the lien of the pledge without physical delivery or further act. The
lien of any pledge is valid and binding against all parties having
claims of any kind in tort, contract or otherwise against the corpora—
tion, irrespective of whether those parties have notice of the lien of the
pledge. This section does not prohibit the corporation from selling
assets subject to any pledge, except that any sale may be restricted by
the trust agreement or resolution providing for the issuance of the
obligations. (81 ch 107 SLA 1971)

NOTES TO DECISIONS

Cited in National Bank v. State, Dep't
of Revenue, Sup. C&. O[l). No, 2480 (File
No. 5482), 642°P.2d 811 (1982).

Sec. 18.56.125. Capital reserve fund, (@) For the purpose of se—
curing any one or more issues of its obligations, the corporation may
establish one or more special funds, called "'capital reserve funds”;and
shall pay into those capital reserve funds (1) any money appropriated
and made available by the state for the purpose ofany of those funds,
(@) any proceeds of the sale of its obligations, to the extent provided in
the resolution or resolutions of the corporation authorizing their issu—
ance, and (3) any other money that may be made available to the
corporation for the purposes of those funds from any other source. All
money held in a capital reserve fund, except as provided in this sec—
tion, shall be used as required, solely for (1) the payment of the princi-
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pal of obligations or of the sinking fund payments with respect to
those obligations, (2) the purchase or redemption of obligations, (3) the
payment of interest on obligations, or (4) the payment ofany redemp—
tion premium required to be paid when those obligations are re—
deemed before maturity; however, money in any fund may not be
withdrawn from it at any time in an amount that would reduce the
amount of that fund to less than the capital reserve requirement set
out in (b) of this section, except for the purpose of making, with re—
spect to those obligations, payment, when due, of principal, interest,
redemption premiums and the sinking fund payments for the payment
ofwhich other money of the corporation is not available. Any income
or interest earned by, or increment to, a capital reserve fund, due to
the investment of the fund or any other amounts in it, may be trans—
ferred by the corporation to other funds or accounts of the corporation
to the extent that the transfer does not reduce the amount of the
capital reserve fund below the capital reserve fund requirement.

(b) Ifthe corporation decides to issue obligations secured by a capi—
tal reserve fund, the obligations may not be issued ifthe amount in
the capital reserve fund is less than such a per cent, not exceeding 10
per cent of the principal amount ofall of those obligations secured by
that capital reserve fund then to be issued and then outstanding in
accordance with their terms, as may be established by resolution of
the corporation (called the "capital reserve fund requirement”}, unless
the corporation, at the time of issuance of the obligations, deposits in
such capital reserve fund from the proceeds of the obligations to be
issued or from other sources, an amount which, together with the
amount then in the fund, will not be less than the capital reserve fund
requirement.

© In computing the amount of a capital reserve fund for the pur—
pose of this section, securities inwhich ail or a portion of the funds are
invested shall be valued at par or, ifpurchased at less than par, at
amortized costs as the term isdefined by resolution of the corporation
authorizing the issue of the obligations, or by some other reasonable
method established by the corporation by resolution. Valuation on a
particular date shall include the amount of any interest earned or
accrued to that date.

(d) To assure the continued operation and solvency of the corpora—
tion for the carrying out of its corporate purposes, provision ismade in
(@ of this section for the accumulation in capital reserve funds of an
amount equal to their capital reserve fund requirement.

© The chairman of the corporation shall annually, no later than
January 2, make and deliver to the governor and chairmen of the
house and senate finance committees a certificate stating the sum, if
any, required to restore any capital reserve fund to the capital reserve
fund requirement. The legislature may appropriate that sum, and all
sums appropriated during the then current fiscal year by the legisla-
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ture for the restoration shall be deposited by the corporation in the
proper capital reserve fund. Nothing in this section creates a debt or

liabilitypef, & :
I(1; I '}1 ﬁ-ﬂs?? it ES.AM](& ch 151 SLA 1975; am

§77 ch 106 SLA 1980)

Sec. 18.56.130. Remedies. A holder of obligations or coupons at—
tached to them issued under the provisions of this chapter, and a
trustee under any trust agreement or resolution authorizing the issu—
ance of the obligations, except as restricted by a trust agreement or
resolution, either at law or in equity, may enforce all rights granted
hereunder or under the trust agreement or resolution, or under any
other contract executed by the corporation under this chapter, and
may enforce and compel the performance ofall duties required by this
chapter or by the trust agreement or resolution to be performed by the
corporation or by any officer of it (81 ch 107 SLA 1971)

Sec. 18.56.140. Negotiable instruments. All obligations and in—
terest coupons attached to them are negotiable instruments under the
laws of this state, subject only to any applicable provisions for regis—
tration. &1 ch 107 SLA 1971)

Sec. 18.56.150. Obligations eligible for investment. Obligations
issued under the provisions of this chapter are securities inwhich all
public officers and public bodies of the state and its political subdivi—
sions, all insurance companies, trust companies, banking associations,
investment companies, executors, administrators, trustees and other
Fiduciariesmay properly and legally invest funds, including capital in
their control or belonging to them. These obligations may be deposited
with any state or municipal officer ofany agency or political subdivi—
sion of the state for any purpose for which the deposit of bonds, notes
or obligations of the state isauthorized by law. (81ch 107 SLA 1971).

Sec. 18.56.160. Refunding obligations, (@) The corporation may
provide for the issuance of refunding obligations for the purpose of
refunding any obligations then outstanding that have been issued
under the provisions of this chapter, including the payment of any
redemption premium on them and any interest accrued or to accrue to
the date of redemption of the obligations. The issuance of the obliga—
tions, the maturities and other details of them, the rights of the
"old” s of them, and the rights, duties and obligations of the corpora—
tion in respect of them are governed by the provisions of this chapter
that relate to the issuance of obligations, insofar as those provisions
may be appropriate.
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i inthe (b) Refunding obligations may be sold or exchanged for outstanding
debt or obligations issued under this chapter and, ifsold, the proceeds may be

applied, inaddition to any other authorized purposes, tothe purchase,
175; am redemption or payment of the outstanding obligations. Pending the

application of the proceeds of refunding obligations, with any other
available funds, to the payment of the principal, accrued interest and

pons at- any redemption premium on the obligations being refunded, and, ifso
\ and a provided or permitted in the resolution authorizing the issuance of the
he issu- refunding obligations or in the trust agreement securing them, to the
ment or payment of any interest on the refunding obligations and any ex—
granted penses in connection with the refunding, the proceeds may be invested
der any in direct obligations of, or obligations the principal of and the interest
ter, and on which are unconditionally guaranteed by, the United States that
iby this mature or that will be subject to redemption, at the option of the
d by the holders of them, not later than the respective dates when the proceeds,

together with the interest accruing on them, will be required for the
purposes intended. (81 ch 107 SLA 1971)

and m-
nder the Sec. 18.56.170. Credit of state not pledged, (@) Obligations is—
ir regis- sued under the provisions of this chapter other than state guaranteed
bonds do not constitute a debt, liability or obligation of the state or of
any political subdivision of the state or a pledge of the faith and credit
igations of the state or of a political subdivision but are payable solely from the
ich all revenue or assets of the corporation. Each obligation issued under this
subdivi- chapter other than a state guaranteed bond shall contain on its face a
ziations, statement that the corporation isnot obligated to pay itnor the inter—
id other est on itexcept from the revenue or assets of the corporation and that
ipital in neither the faith and credit nor the taxing power of the state or ofany
eposited political subdivision of the state is pledged to the payment of the
subdivi- principal of or the interest on the obligation.
is, notes (b) Expenses incurred by the corporation in carrying out the provi—
A 1971). sions of this chapter are payable from funds provided under this chap—
ter and no liability may be incurred by the corporation in excess of
ion may these iunds. &1ch 107 SLA 1971; am 830ch 113SLA 1982); am 86
-Ipose of ch 128 SLA 1984)
a issued _
t of any Effect of amendments. — The 1982  state of a constitutional amendment to
. amendment, In subsection (a), inserted ~ Alaska Const, art. X, $ 8 to allow the
iccre 1o other than state guaranteed bonds’ in state to contract debt forhousmg loans for
2 obliga- the first sentence and "other than a state  veterans. Such an_amendment was ap-
s of the guaranteed bond" In the second sentence.  proved November 2, 1982 )
Section 76, ch. 113 SLA 1982, provides  The 1984 amendment substituted "of
oorpora- that the 1982 amendment takes effect on  the corporation” for Bled%e_ for It" in the
chapter the date of approval by the voters of the  second ‘sentence in stbseCtion (a).
*ovisions
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NOTES TO DECISIONS

ion bonds Were held not to be "state

Bonds as state obligations, — Prior to rat
7%atlons urposes of former AS

po
the 1982 amendment which inserted ob
"other than state guaranteed bonds’ and 43 t e business license tax
"other than a state guaranteed bond” i ac See at|ona Bankv State Dep't of
subsection (a). Alaska State Housing Au e e qu g Op. No. 2480 (File No.
thority and' Alaska Housing Finance Cor- 54321, 642 20 311 1982

Sec. 18.56.180. Officers not liable. A member or other officer of
the corporation is not subject to personal liability or accountability by
reason of having executed or issued any obligations. (81 ch 107 SLA
1971)

Sec. 18.56.190. Tax exemption, (@ The exercise of the powers
granted by this chapter will be in all respects for the benefit of the
people of the state, for their well-being and prosperity and for the
improvement of their social and economic conditions, and the corpora—
tion is not required to pay a tax or assessment on any property owned
by the corporation under the provisions of this chapter or upon the
income from it, except taxes on real property ofwhich the corporation
is fee owner.

() All obligations issued under this chapter are declared to be is—
sued by a body corporate and public of the state and for an essential
public and governmental purpose, and the obligations, and the inter—
est and income on and from the obligations, and all fees, charges,
funds, revenues, income and other money pledged or available to pay
or secure the payment of the obligations, or interest on the obliga—
tions, are exempt from taxation except for transfer, inheritance and
estate taxes. 81 ch 107 SLA 1971)

NOTES TO DECISIONS

L|ab|||tz underbusmess license tax. merAF 43.70.030(b) in order o av0|d an

—The Interest on A eAa(ska State Hous unlawiul discrimination a amst federal
%c/e\%torortlatatlonb §s atHouMq cu&yens Natlona Ban tat%o (Fﬂet
ouan ed n0 cIees i S Mt

ﬁ %e n[pg "ne Income™ unader OI’

Sec. 18.56.200. Annual report, (@ The corporation shall prepare
and transmit annually a report accounting to the governor and the
legislature for the efficient discharge of all responsibility assigned by
law or by directive to the corporation.

() By January 10 of each year, the board shall publish a report of
the corporation for distribution to the governor, legislature, and the
public. The report shall be written in easily understandable language.
The report shall include a financial statement audited by an indepen-
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dent outside auditor, a statement of corporation investments in mort—
gage loans under this chapter, including an estimate of market value
of the mortgage loans, a comparison of the corporation performance
wi'th the goals of the corporation, and the levels ofbonding and invest—
ment activities anticipated in the previous year § report under () of
this section, and any other information the board believes would be of
interest to the governor, the legislature, and the public. The annual
income statement and balance sheet of the corporation shall be pub—
lished in at least one newspaper in each judicial district. The board
may also publish other reports it considers desirable to carry out its
purpose.

© The corporation shall include in its annual report under (b) of
this section an estimate of the investment activity of the corporation
in mortgage loans under this chapter for the following 12-month pe—
riod and an estimate of the amount of bonds to be issued for the
investments.

fd) The corporation shall include in its annual report under (o) of
this section a summary of its efforts to implement a program to extend
the operation of the loan programs authorized under this chapter to
rural communities. (8 1 ch 107 SLA 1971; am 830 ch 106 SLA 1980:
am &12, 13 ch 115 SLA 1981)

Sec. 18.56.205. Residential mortgage assistance for members
of the Alaska delegation to Congress. The corporation may extend
the special mortgage loan purchase program (AS 18.56.098) to pur—
chase a mortgage loan made for the purchase or rehabilitation of a
residence located in the District of Columbia or within 50 miles of the
District of Columbia to a member of the United State Congress from
Alaska ifthe member is otherwise qualified for assistance under the
special mortgage loan purchase program. (8 11 ch 102 SLA 1983)

Sec. 18.56.900. Definitions. In this chapter, unless the context
clearly indicates a different meaning,

(D "board>”means the board of directors of the corporation;

(@ "bond”or "obligation”Means a bond, bond anticipation note, or
other note of the corporation authorized to be issued by the corpora—
tion under this chapter, or a mortgage participation certificate issued
with respect to mortgages of the corporation;

(3 "construction loan" means a construction loan for land develop—
ment or residential housing that is secured by a federally insured or
guaranteed mortgage or that is insured or guaranteed by the United
States or an instrumentality of the United States or for which there is
a commitment by the United States or an instrumentality of the
United States to insure or guarantee such a loan, or a construction
loan for land development or residential housing which land develop—
ment or residential housing will be secured by a mortgage loan;
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@ 'corporation” means the Alaska Housing Finance Corporation
created by this chapter;

() "development costs”means the costs approved by the corpora—
tion as appropriate expenditures that may be incurred by sponsors,
builders and developers of residential housing, before commitment
and initial advance of the proceeds of a construction loan or ofa mort—
gage loan, including but not limited to

(A) payments for options to purchase properties on the proposed
residential housing site, deposits on contracts of purchase, or, with
prior approval of the corporation, payments for the purchase of the
properties;

(B) legal and organizational expenses, including payments of attor—
ney fees, project manager, clerical and other staff salaries, office rent
and other incidental expenses;

(©) payment of fees for preliminary feasibility studies and advances
for planning, engineering and architectural work;

(D) expenses for tenant surveys and market analyses; and

(E) necessary application and other fees;

®) "governmental agency" means any department, division, public
agency, political subdivision or other public instrumentality of the
state or the federal government;

() "housing development fund”’means the housing development
fund created by AS 18.56.100;

(® "land development”Means the process ofacquiring land primar—
ily for residential housing construction for persons of lower and mod —
erate income and making, installing or constructing nonresidential
housing improvements, including water, sewer and other utilities,
roads, streets, curbs, gutters, sidewalks, storm drainage facilities and
other installations or works, whether on or offthe site, that the corpo—
ration considers necessary or desirable to prepare the land primarily
for residential housing construction;

(© "mortgage”dbr "mortgage loan”Mmeans a mortgage loan for resi—
dential housing insured or guaranteed by the United States or an
instrumental ity of the United States or for which there isa commit—
ment by the United States or an instrumentality of the United States
to insure or guarantee such a mortgage, or ifnot so insured or guaran—
teed or ifthere is no such commitment, which the corporation deter—
mines meets the conditions described in AS 18.56.100(k) or which
shall be secured upon such terms and conditions as the corporation
considers necessary or practicable to insure all repayments;

(10) "persons of lower and moderate income" means a person or
persons considered by the corporation to require assistance available
under this chapter on account of insufficient or inadequate personal or
family income or otherwise limited personal financial resources, tak—
ing into consideration, without limitation, such factors as
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(@) the amount of the total income of the persons available for

poration
housing needs;
-orpora- (B) the size of the fami Iy;
pONSOr's, <C) the cost and condition of housing fecilities available;
nitment (D) standards established for various federal programs determining
a mort- eligibility based on income of the persons; and
(E) the ability of the persons to compete successfully in the normal
roposed housing market and to pay the amounts at which private enterprise is
>, with providing decent, safe and sanitary housing;
i of the (1) "remote, underdeveloped or blighted areas®’means areas con—
sidered by the corporation to require assistance available under this
miattor- chapter on account of insufficient availability of the residential hous—
me rent ing necessary to promote, develop or maintain the economic growth or
potential of the area, taking into consideration, without limitation,
ivances the following:
(A) the population, resources and environment of the area;
d (B) the present availability and condition of residential housing in
and near the area;
.public iC) the cost of construction and rehabilitation of residential housing
of the in the area;
(D) the availability of other federal or state sponsored programs to
ipment facilitate the development of residential housing in the area; and
(E) the ability of residents of the area to finance the purchase of
irimar- residential housing or to rent or lease residential housing at rates
d mod- comparable to those in effect in other areas of the state;
dential 112) "residential housing”“means a specific work or improvement
rilities, undertaken primarily to provide dwelling accommodations without
:esand limitation as to form of lawful occupancy, whether rental, under con—
*COrpo- tract, fee ownership, cooperative housing, condominium, mobile home,
marily or other lawful form of ownership, including the acquisition, construc—
o tion or rehabilitation of land, buildings and improvements to them,
I rest- and other nonhousing facilitiesas may be incidental or appurtenant to
Rl the land or buildings. (81 ch 107 SLA 1971; am &5- 10ch 81 SLA
imnit- 1972; am 88 ch 167 SLA 1978; am 831 ch 106 SLA 1980; am 14 ch
States 115 SLA 1981; am &834, 35 ch 37 SLA 1986)
uaran-
deter- —
ST BT
mration nized in 1986 to alphabetize the ed % designated as AS 1 10(95,
ﬂ? B wh|c dlef med obllgatlons
e(r:nt otf I;;1me?£1r(glmrenﬁs Hsr]eertelé?ge Editor's notes. — AS 18.56. 00%(& re-
~on or gon dment 1n. nogeqn A g eg ferrgdﬁo n plalrgggaﬁ)Ah (ngzwas repealed
ulable "note of t ﬁ corporation," an aBt orize
-.nal or
« tak-
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HOUSINC FINANCE CORPORATION

April 28, 1987

Hie Honorable Fran Ulmer
Representative, State of Alaska
Post O ffice Box A

Juneau, AK 99811

Dear Representative Ulmer:

The purpose of this letter is to provide the information you requested on
AHFC's proposed Simplified Refinance Program. Specifically, you wanted to
know what the financial effect on AHFC would be both in terms of total
resources and liquidity. As | explained, because the actual interest rates
of the proposed program are, of course, unknown, and because the existing
loans and bond issues that would be affected by this program cover such a
wide range, it is impossible to provide an exact description of what will
happen. However, | believe that 1t is possible to provide a representative
example that can be used to understand the financial impact of this program
on AHFC.

My procedure will involve the comparison of a representative "old" loan
versus a "new" loan, under two different circumstances, and then a com-
parison of an "old" versus a "new" bond issue. The following assumptions
will be used:

Old Loans

These are intended to represent the existing loans i-hat would be refi-
nanced by the proposed program. Assume that the jun rate is 10% and
the total cost of funds (bond costs plus servicing and other costs) is
13%. Hence, there would be a 3% subsidy on these loans. Please note
that this hypothetical loan (and bond) are intended to represent an
average example of those loans which we believe would refinance under
this program. In fact, the Corporation has loan rates ranging from
under 7% to over 18%, and subsidies ranging from 0% to over 7%.

Also, assume these loans all have the Alaskan's Building Equity (ABE)
gr_aduated payment structure, hence average loan length about 17 years.
inally, assume the average loan balance is $87,000.

235 East 8th Avenue P.0O. Box 101020
Telephone (907) 276-5599 Third Floor Anchorage, Alaska 99510



The Honorable Fran Ulmer
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New Loans

These are intended to represent the new loan that would be made under
the Simplified Refinance Program. Since these loans would be
adjustable rate mortgages based upon floating rate debt, calculation of
a potential subsidy is much more probleramatical.  For purposes here,
assume the WORST case, that is the loan rate to the borrower is at 10%
throughout the 20 year life of the loan. The total cost of funds,
in this worst case, is assumed to be 10% for the first three years, and
}hen 13% for the remaining life of the loan. Again, assume an $87,000
oan.

Case 1: Loans stay out their entire stated maturity
Subsidy for old loan - $18,121

Maximum subsidy for new loan - $11,992

Case 2: |L_ofan)s are paid off after five years (based on expected average
ife

Subsidy for old loan - $10,001

Maximum subisdy for new loan - $3,346

Case 3: Overcollateralization for bond issues

Financial considerations re(iuire that the maximum possible amount needed
for subsidy be made available at the time of a bond issue in the form of
"overcollateralization"”. That is, it requires a greater dollar amount of
loans than there are bonds, based upon the presumption that the interest
rate is lower on the loans than it is on the bonds. Other up-front costs for
bond issues are the various issuance costs, which must be paid at the time
of issuance, and which are recovered from the borrowers as part of their
interest rate. The following values are based upon the subsidy calcula-
tions of Case 1, assuming a $100 million bond issue, and bond issuance
costs and reserves not related to possible subsidies.

Overcollateralization for
old bond issue - $20.8 million, or approximately 21%

Overcollateralization for
new bond issue - $18.8 million, or approximately 19%



The Honorable Fran Ulmer
April 29, 1987
Page Three

One point is essential with respect to all of these figures, The examples
for the old loans representguaranteedsubsidies, whereas the examples for
the new loans represent the worst possible case of subsidies. It is far
more likely that for the new loans there will be either no subsidies, or
very little subsidies. Furthermore, as the years go by and the subsidy is
not needed (for the new loans) the excess collateral can be freed up from
the bond issues so that it can be used for other corporate purposes,such as
supporting future bond issues.

Finally, as new loans are made, and old loans are (simultaneously) paid

off, theold bond issues that were thesource of funds for the old loans

can also be paid off. As the old bond issuesare paid off, this frees up
the excess overcollateralization that was pledged to support the old bond
issue. This collateral canbe used as the source of overcollateralization

for new bond issues - thatis, itcan be recycled, so to speak. Hence,

the neteffect on AHFC with respect to overcollateralization from the
Simplified Refinance would be nil.

Two further questions are obvious. First, how representative is the
example? We believe it is quite valid, since, using a 10% loan rate as a
floor, AHFC then has loan rates ranging from 10% to over 18%, with accom-
panying subsidies ranging from 1% to over 7% - so this repzasents a middle
ground. Second, won't there be a time when both the old and new bond issues
are out, that is, before the old bond issue can be totally called. Yes,
there will be, but we believe that for the most part this "double bond
issue" situation w ill be resolved within one year from the start of the
program.

| hope this answers the questions that you raised about the proposed
program.  Please pardon me for wusing this opportunity to advertise on
pehalf of the program, however | think it is important to stress that the
significance of this program runs far beyond expected levels of over-
collateralization. Assuming the proEram works as intended, it will lower
house payments for thousands of Alaskans, it will pump millions of dollars
in_(tjq the Alaskan economy, and it will save AHFC millions of dollars in sub-
sidies.

Please let me know if | can provide any further information on the
Simplified Refinance Program.

Sincerely,

Dr. Ronald D. Lehr
Executive Director

RDL:de
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GOVERNOR

State of A laska
OFFICE OF THE GOVERNOR

Juneau

March 24, 1987

The Honorable Jan Faiks
President of the Senate
Alaska State Legislature
P.0. Box V

Juneau, AK 99811

Dear Senator Faiks:

Under the authority of art. Il1l, sec. 18, of the Alaska Con—
stitution, | am transmitting a bill relating to the purchase
of mortgage loans by the Alaska Housing Finance Corporation
(AHFC) and to the issuance of refinancing mortgage bonds by
AHFC. The bill enables AHFC to establish a new program for

AHFC purchase of refinancing mortgage loans. It also clar—
ifies AHFC"s ability to purchase adjustable rate mortgage
loans.

Existing AS 18.56.096 1imposes a number of limitations with

respect to the terms of mortgage loans that AHFC may pur—
chase. Existing AS 18.56.096 (a)(1) and (4) set out loan-

to-value ratio limits applicable to first mortgages for two-
to four-unit houses and single-family houses, respectively.

Existing AS 13.56.096(b) waives the loan-to-value ratio lim—
it for single-family houses if the mortgage loan is federal —
ly insured or guaranteed. The amendment proposed 1in sec. 1
of the bill also waives the loan-to-value ratio limit for
both single-family houses and two- to four-unit houses if
the mortgage 1loan 1is a refinancing mortgage loan purchased
under the new program established in proposed AS 18.56.102
(in sec. 4 of the bill).

Most of AHFC®s Iloan purchasing activities have been carried

oiit under the special mortgage loan purchase program estab—
lished in AS 18.56.098. The amendment to AS 18.56.098 (a),

proposed in sec. 2 of the bill, (1) reorganizes some of the
language of that subsection to clarify its meaning, (2) pre—
serves AHFC"s ability to purchase refinancing loans under
the special mortgage loan purchase program notwithstanding

the addition of the new program for that purpose in sec. 4
of the bill, and (3) makes it clear that AHFC may purchase

an adjustable rate mortgage loan.

Section 3 of the bill adds a new paragraph (7) to AS 18.56.-
098(g), the subsection that deals with the setting of inter—
est rates on mortgage loans purchased under the special
mortgage loan purchase program. The new paragraph directs
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that the interest rate for an adjustable rate mortgage loan
be established as with any other mortgage loan except that
(1) AHFC is to periodically review those interest rates, and
(2) AHFC may establish a minimum interest rate for adjust—
able rate mortgage loans.

Section 4 of the bill adds AS 18.56.102, which establishes
the simplified refinancing mortgage loan purchase program.
The new program 1is intended to provide relief to borrowers
under circumstances described by regulations to be adopted

by AHFC. The 1interest rate for a mortgage loan purchased
under the new program 1is set according to the cost to AHFC
of the money used to purchase the mortgage loan. The inter—

est rate is equal to the cost of the money if that cost is
10 percent or less; if the cost of the money is greater than
10 percent, the interest rate is 3 percent below the cost of
the money, but may not be less than 10 percent. AHFC may
purchase adjustable rate mortgage loans under the new pro—
gram. The interest rates for the adjustable rate mortgage
loans are to be periodically reviewed and are subject to a
minimum interest rate if one is established by AHFC.

Certain provisions of the special mortgage loan purchase
program in AS 18.56.098 will be applicable to the new refi—
nancing mortgage loan purchase program, including the abil—
ity to pledge mortgage loans to bonds 1issued for the pur—
poses of the program (AS 18.56.098 (c¢)), the duty to adopt
regulations with respect to the program and with respect to
the ability to prepay mortgage loans purchased under the
program (AS 18.56.098(e)), and a waiver of the application
of the state usury limitation to loans purchased by AHFC
(AS 18.56.098(k)).

Section 5 of the bill proposes an amendment to AS 18.56.-
110(g), to exempt bonds for the purchase of refinancing
mortgage loans from the limitation, set in that subsection,
on the amount of bonds that AHFC may issue during a 12-month
period.

Section 6 of the bill adds to AS 18.56.900 a definition of
"adjustable rate mortgage loan,” an”pec. 7 provides for an
immediate effective date.

m"Sincerel
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Offered: 4/15/87 wol327sB
Referred: Finance

Original sponsor: Rules/Governor

IN THE SENATE BY THE JUDICIARY COMMITTEE
CS FOR SENATE BILL NO. 209 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH LEGISLATURE - FIRST SESSION

A BILL
For an Act entitled: "An Act relating to mortgage loans purchased or made
by the Alaska Housing Finance Corporation; relating

to bonds issued by the Alaska Housing Finance Corpo-
ration; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56.096(b) is amended to read:

(b) The loan-to-value limitation established in (a)(4) of this
section does not aPPIl, to a [QUALIFY] loan that is fader-
ally insured or guaranteed. The loan-to-value limitations established
in (a)(l) and (4) of this section do not apply to a mortgage loan that

is a refinancing mortgage loan under AS 18.56.102.

* Sec. 2. AS 18.56.098(a) is amended to read:
(a) The corporation shall establish a special mortgage loan
purchase program. Under the special mortgage loan purchase program,

the corporation may purchase [REFINANCING LOANS OR] first or second
mortgage loans. A first or second mortgage loan purchased under this
subsection must be [, INCLUDING GRADUATED PAYMENT MORTGAGE LOANS,]
made for the purchase, improvement, or rehabilitation of a residence
or must be a refinancing loan. First or second mortgage loans pur-
chased under this subsection may include graduated payment mortgage
loans and adjustable rate mortgage loans [RESIDENCES].
* Sec. 3. AS 18.56.098(g) is amended by adding a new paragraph to read:
(7) The corporation shall determine the interest rate on a

mortgage loan that is an adjustable rate mortgage loan as provided in

SB0209b -1- CSSB 209 (Jud)



this subsection. The corporation shall recalculate the interest rate
from time to time based on changes in the cost to the corporation of
the funds used to purchase the adjustable rate mortgage loan. Howev-
er, the corporation may establish a minimum interest rate applicable
to an adjustable rate mortgage loan, and the interest rate on the
adjustable rate mortgage loan may not be less than the minimum inter-
est rate so established regardless of the cost of funds co the ~corpo-
ration.

Sec. 4. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.102. SIMPLIFIED REFINANCING MORTGAGE LOAN PURCHASE
PROGRAM. (a) The corporation shall establish a simplified refinanc-
ing mortgage loan purchase program. Under the simplified refinancing
mortgage loan purchase program, the corporation may purchase refinanc-
ing mortgage loans to provide relief to borrowers under circumstances
described by regulations adopted by the corporation.

(b) AS 18.56.098(c), (e), and (k) apply to refinancing mortgage
loans purchased under (a) of this section.

(c) Subject to (d) of this section, the interest rate on a
refinancing mortgage loan purchased under (a) of this section is three
percent less than the cost to the corporation of the money wused to
purchase the refinancing mortgage loan, except that if the cost of
money

(1) is 10 percent or less, the interest rate is equal to
the cost of money; and

(2) is more than 10 percent, the interest rate may not be
less than 10 percent.

(d) If the refinancing mortgage loan is an adjustable rate
mortgage loan, the corporation shall establish the initial interest

rate as provided in (c) of this section and shall recalculate the

CSSB 209(Jud) -2- SB0209b
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interest rate from time to time in accordance with (c) of this sec-
tion. However, notwithstanding (c)(1) of this section, the corpo-
ration may establish a minimum interest rate applicable to an adjust-
able rate refinancing mortgage loan; the interest rate on the adjust-
able rate refinancing mortgage loan may not be less than the minimum
interest rate so established, regardless of the cost of money to the
corporation. The corporation may adopt regulations to implement this
section, including regulations to define "cost of money"™ for purposes
of this section. The regulations may provide for recalculation of the
cost of money under this subsection at the times and frequencies the
corporation considers appropriate. The time and frequency for a
recalculation under this subsection is not required to match the time
or frequency of a change in the cost of money to the corporation.

(e) Equity extraction may not be allowed under this program.

(P In this section, "refinancing mortgage loan" means a loan
refinancing another mortgage loan owned by the corporation.

Sec. 5. AS 18.56.106(b) 1is amended to read:

(b) The corporation shall adopt regulations under this section
that establish conditions and terms for nonconforming housing loans
including terms and conditions relating to owner and nonowner ocCcCu-
pancy, the number of loans that may be made to a single borrower, and
borrower eligibility requirements. The corporation shall permit loans
under this section for nonconforming housing located on land to which
a borrower has agricultural rights.

Sec. 6. AS 18.56.110(g) 1is amended to read:

(g) Notwithstanding AS 18.56.090(12) and (a) of this section,
the corporation may not issue bonds [, OTHER THAN REFUNDING BONDS,] in
any 12-month period beginning after June 30, 1983, in an amount that

exceeds the amount of bonds authorized to be 1issued during the

SB0209b -3- CSSB 209(Jud)



preceding period, unless a different amount is authorized by the
legislature. This subsection does not apply to the issuance by the
corporation of refunding bonds or to the issuance by the corporation
of bonds the proceeds of which are ingsnded to be used to refinance
mortgage loans held by the corporation.
* Sec. 7. AS 18.56.900 is amended by adding a new paragraph to read:
13) "adjustable rate mortgage loan"™ means a mortgage loan
respect to which the interest rate varies or is expected to vary from
time to time by reference to an index or formula or other reference
point.

* Sec. 8. This Act takes effect iImmediately under AS 01.10.070(c).-

CSSB 209 (Jud) -4- SB0209b
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Introduced: 3/24/87 wol327s
Referred: Judiciary &
Finance

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILL NO. 209
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to mortgage loans purchased by the
Alaska Housing Finance Corporation; relatingto bonds
issued by the Alaska Housing Finance Corporation; and
providing for an effective date."
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56.096(b) is amended to read:
(b) The Iloan-to-value limitation established in (a)(4) of this
section does not apply to a mortgage [QUALIFIED] loan that is federal-
ly insured or guaranteed. The loan-to-value [limitations established
in (@)(1) and (4) of this section do not apply to a mortgage loan that
is a refinancing mortgage loan under AS 18.56.102.
* Sec. 2. AS 18.56.098(a) is amended to read:
(@) The corporation shall establish a special mortgage loan
purchase program. Under the special mortgage loan purchase program,
the corporation may purchase [REFINANCING LOANS OR] first or second
mortgage loans. A first or second mortgage loan purchased under this
subsection must be [, INCLUDING GRADUATED PAYMENT MORTGAGE LOANS,]
made for the purchase, improvement, or rehabilitation of a residence
or must be a refinancing loan. First or second mortgage Jloans pur-
chased under this subsection may include graduated payment mortgage
loans and adjustable rate mortgage loans [RESIDENCES].
* Sec. 3. AS 18.56.098(g) 1is amended by adding a new paragraph to read:
(7) The corporation shall determine the interest rate on a

mortgage loan that is an adjustable rate mortgage loan as provided in

SB0209a -1- SB 209



this subsection. The corporation shall recalculate the iInterest rate
from time to time based on changes in the cost to the corporation of
the funds used to purchase the adjustable rate mortgage loan. Howev-
er, the corporation may establish a minimum interest rate applicable
to an adjustable rate mortgage loan, and the interest rate on the
adjustable rate mortgage loan may not be less than the minimum inter-
est rateso established regardless of the cost of Tfunds to the corpo-
ration.
* Sec. 4. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.102. SIMPLIFIED REFINANCING MORTGAGE LOAN PURCHASE
PROGRAM. (@ The corporation shall establish a simplified refinanc-
ing mortgage loan purchase program. Under the simplified refinancing
mortgage loan purchase program, the corporation may purchase refinanc-
ing mortgage loans to provide relief to borrowers under circumstances
described by regulations adopted by the corporation.

(b) AS 18.56.098(c), (&), and (k) apply to refinancing mortgage
loans purchased under (@) of this section.

(c) Subject to (d) of this section, the interest rate on a
refinancing mortgage loan purchased under (a) of this section is three
percent less than the cost to the corporation of the money used to
purchase the refinancing mortgage loan, except that

(1) if the cost of money is 10 percent or less,theinter-
est rate is equal to the cost of money; and

(2) if the cost of money 1is more than 10 percent, the
interest rate may not be less than 10 percent.

(d) If the refinancing mortgage Qloan 1is an adjustable rate
mortgage loan, the corporation shall establish the initial interest
rate as provided in (c) of this section and shall recalculate the

interest rate from time to time in accordance with (¢) of this

209 -2- SB0209a
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section. However, notwithstanding (c)(1) of this section, the corpo-

ration may establish a minimum interest rate applicable to an adjust-

able rate refinancing mortgage loan; the interest rate on the adjust-
able rate refinancing mortgage loan may not be less than the minimum
interest rate so established, regardless of the cost of money to the
corporation. The corporation may adopt regulations to implement this

section, including regulations to define 'cost of money"™ for purposes

of this section. The regulations may provide for recalculation of the
cost of money under this subsection at the times and frequencies the

corporation considers appropriate. The time and Tfrequency for a
recalculation under this subsection is not required to match the time

or frequency of a change in the cost of money to the corporation.

(e) Equity extraction may not be allowed under this program.

(F) In this section, "refinancing mortgage loan" means a loan
refinancing another mortgage loan owned by the corporation.

Sec. 5. AS 18.56.110(g) 1is amended to read:

(@) Notwithstanding AS 18.56.090(12) and (a) of this section,
the corporation may not issue bonds [, OTHER THAN REFUNDING BONDS,] in
any 12-month period beginning after June 30, 1983, in an amount that
exceeds the amount of bonds authorized to be issued during the preced-
ing period, unless a different amount is authorized by the |legisla-
ture. This subsection does not apply to the issuance by the corpo-
ration of refunding bonds or to the issuance by the corporation of
bonds the proceeds of which are 1intended to be used to refinance
mortgage loans held by the corporation.

Sec. 6_ AS 18.56.900 is amended by adding a new paragraph to read:

(13) "adjustable rate mortgage loan" means a mortgage loan with
respect to which the interest rate varies or is expected to vary from

time to time by reference to an index or formula or other reference

SB0209a -3- SB 209



point.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c)-

SB 209 -4- SB0209a
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STATE OF ALASKA rtttversion:CS SB 210 (Finance)

1988 LEGISLATIVE SESSION PUBLISHDATE : .
REblu:Egili FISCAL NOTE

evision Date: : : . Agency Affected: AH

J?IHEZ eographic pay differentials ggu.y

Sponsor: Rules/Governor _ Components
Requestor: Senate Finance Com m ittee

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS

TOTAL OPERATING 0- (68.6) (58.4) (49.6)  (42.2)
CAPITAL |

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND 0- (68.6) (58.4) (49.6)  (42.2)
FEDERALFUNDS

2 0- (68.6) (58.4) (4T.b)  (42.2)

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

A net cost of $5.2 for FY 89 will be absorbed by the
Departments.

Prepared by: &

Division :~ Senator Rick Halford® Co-chairman Date:
Senate Finance Committee

Approved by Commissioner: Date:

Agency:

Distribution (bzlpreparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rk T p— of

PHnt»e  465-3753.
5/2/88 -
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ramer
4128188
Original sponsor: Rules/Governor
IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 210 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to geographic pay differentials; and

providing for an effective date."

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

* Section 1. AS 39.27.020(a) is repealed and reenacted to read:

(a) The following pay differentials are approved as an amendme

to the basic salary schedule in AS 39.27.011:

Percentage Pay Geographic Areas
Differential (Election Districts)
0 L, 2, 3,4, 7, 8,9, and 10
4 16 Southof the Arctic Circleexcept the
duty stations of Tok and Delta Junction
5 5
9 11
11 6
16 The duty stations of Tok andDelta Junction
20 The duty station of Nenana
27 12 and 13
30 15 except the duty station of Nenana, and 19
34 18
38 14
42 16 Northof the Arctic Circle, and 17
-13 In  other states

* Sec. 2. AS 39.27.020(c) is repealed and reenacted to read:
(c) The director may establish pay differentials for positions
-1- CSSB 210(Fin)
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in foreign countries. Following a survey conducted under AS 39.27.-
030, the director shall adjust the differentials as necessary to
maintain equitable relationships between salaries for positions in
foreign countries and salaries for positions in the state.

* Sec. 3. IMPLEMENTATION OF PAY DIFFERENTIAL AMENDMENTS. (a) [If the
salary an employee s receiving on July 15, 1988, would be reduced by
application of AS,39.27.020, as amended by secs. 1 and 2 of this Act, and
iIf the employee remains in the same geographic area, the employee's salary

(1) may not be reduced as a result of application of AS 39.27.-
020; and
(2) remains at its July 15, 1988, level untilthe employee's
salary would exceed that level because of
(A) a change in the state salary schedule established in
AS 39.27.011;
(B) a change in the employee's pay range or step; or
(C) applicationof a longevity pay increment.

(b) Ifan employee moves to another geographic area after July 15
1988, AS39.27.020, as amended in secs. 1 and 2 of this Act, applies to
that employee's salary on the effective date ofthe move.

(c) This section does not prohibit a reduction in an employee's
salary as a result of a voluntary or involuntary demotion.

* Sec. 4. This Act takes effect July 16, 1988.

CSSB 210 (Fin) -2-
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Alaska State Legislature
Senate
Official Business Pouch V
MEMORANDUM Slate Capitol
Juneau, Alaska 99811
To: Senator Johne Binkley

Attn: Karen Kubleyy

From: Sarah Bibb”
Sheila Helgath
Legllslatlve Analysts

Rural Research Agency
Date: May 6, 1987
Re: SB 210 - Geographic Pay Differentials

SB 210 proposes changes to the schedule of geographic pag
differentials associated with the basic salary schedule in A
37.27.011 which covers “"classified and partially exemﬁt
employees in the executive branch of the state government who
are not members of a collective bargaining unit established
under the authority of the Public Employment Relations Act".
The fiscal note prepared for this legislation by the Alaska
Department of Administration sADOA)_ estimates that this
legislation will affect 77 ull-time filled positions
statewide. A copy of the fiscal note is attached.

Mike McMullen of ADOA prepared information comparing the
current ?eographlc_ pay differentials by election district (AS
37.29.01T(b) requires the use of 1961 election districts) to
those proposed in SB 210. The results of his analysis are
presented in Table 1 and a map outlining the 1961 election
districts follow the table. Under the current geographic
differential the percentage above the basic salary schedule
for a particular election district differs depending on the
pay range. McMullen used the percentage differential for a
range 13A for comparison purposes because it is the average
wage earned by all classified and partially exempt employees
in the executive branch of state government.

The geographic pay differentials proposed in SB 210 are those
determined through arbitration between the State of Alaska
and the Alaska Public Employees Association (APEA).
Arbitration was required to resolve the dispute between the
State and APEA over geographic pay differentials. These
differentials have been adopted by the General Government,
Supervisory, and Confidential bargaining units of APEA.

Please let us know if you require TfTurther information.



STATE OF ALASKA «OM/ LEGISLATIVE SESSION

FISCAL NOTE
Bill Version: HB 137
REQUEST Law Log 77 3-3 7-qch>7 Publish Date: HOUSE 3/13/3;
Revision Date: Agency Affected: ah
Title: Relating to Ceoqraphlc Pay 8RU:
Differentials Effective Date
Sponsor: Covernor Cowper Components:
Reques tor:
EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 87 FY 88 FY 89 "TT9O0 Fy 92 1 FY 9? "
OPERATING 1 1 1
PERSONAL SERVICES 0.0 (3.0) {1*9.8) (89.6) (123.4)1 (152.1) 1
TRAVEL 0.0 0.0 0.0 0.0 0.0 1 0.0
CONTRACTUAL 0.0 0.0 0.0 392.0 0.0 1 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 1 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 1 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 1 0.0
CRANTS, CLAIMS 0.0 0.0 0.0 oo 0.0 1 0.0
MISCELLANEOQOUS 0.0 0.0 0.0 0.0 0.0 1 0.0
TOTAL OPERATING 0.0 (3.0) (49.3) 302.4 (123.4)1 (152.1)
CAPITAL 0.0 0.0 0.0 0.0 1 0.0 1 0.0
REVENUE 0.0 0.0 0.0 oo 1 0.071 0.0
FUNDING:  (Thousands of Doll ars)
GENERAL FUND 0.0 (3.0) (49.8) 302.4 1 (123.4)1 (152.1)
FEDERAL FUNDS 0.0 0.0 0.0 0.0 1 0.0 | 0.0
OTHER 0.0 0.0 0.0 0.0 0.0 1 0.0
TOTAL 0.0 0.0 0.0 0.0 1 0.0 | 0.0
POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 1 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 1 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 1 0.0

ANALYSIS: Attach a separate page i1f necessary See attached.

Prepared By: Plana 0OeSlinone, Director Phone: 465-4430
Division: Personnel Date: E//T 7/ 7
Approved by Commissioner: Garrey Pesk Date |/ss/g 7

Agency: Department of Administration

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Rev. 9/16/36
Senate Secretary Page J of _3 8/4D6/0217-03



No. 1
H3 L37
3/L3/37

FISCAL NOTE ANALYSIS

For Law Log

SUBJECT OF PROPOSED BILL:
Relating to geographic pay differentials; effective date.
SUMMARY/EXPLANATION OF INTENT:

Section 1 of this bill amends the geographic pay differentials paid to State
employees under AS 39.27 to match those in effect for members of the Alaska
Public Employees Association (APEA) bargaining units. Only employees in the
partially exempt service and employees in the classified service not covered
by a collective bargaining agreement are subject to the proposed changes.
This fiscal note is further limited to currently filled, full-time positions.
The bill has a similar effect on hourly employees in the partially exempt
ser ’ce.

The proposed change in geographic pay differentials does not affect employees
in Ketchikan, Juneau or Anchorage (1961 Election Districts 1, 4 and 8). There
is no geographic pay differential currently provided to these employees, and
none will be provided under this bill. There are currently 77 full-time,
filled positions in the balance of the state which are affected by this bill.
The geographic pay differential for 15 of these positions will increase. The
geographic-pay differential for the remaining 62 will decrease.

Section 3 of the bill provides that the pay rate of current employees will not
be reduced by enactment of the new differentials. Savings are realized upon
turnover. The salary of current employees is frozen until other personnel
actions would cause an employee®s salary to exceed the frozen level ~increases
in the pay table, merit increases, promotions, etc.).

This analysis assumes:

No general pay increases during the period covered by this fiscal
note.

The overall turnover rate of 15% applies equally to this group.
0 Average benefits are 30%.

ESTIMATED FISCAL IMPACT:

The current annual Personal Services cost for the 77 positions is S6,141.6
thousand. The added first year (FY 88) cost of the 15 employees whose dif-
ferential will be increased is $52.0 thousand. When all employees are on the
new differential schedule, the annual Personal Services cost will be $5,326.3
thousand. Each year, beginning with FY 88, the cost of these positions will
be reduced by 15% of the remaining difference between the first year cost and
the long-term costs. First year savings are $55.0 thousand. Second year
savings are an additional $46.8 thousand. Third year savings are an addi-
tional $39.8 thousand, etc. These costs and savings are summarized below:

3/2K1/0213-02/1 Paae ? nf 1



No. L
H3 187
3/18/87
CONTINUATION OF FISCAL NOTE ANALYSIS
For Law Log
Current Annual Personal Services Costs $6,141.6
Added Costs FY 88 52.0
6,193.6
Less Ultimate Long-Range Annual
Personal Services Costs (5,826.8)
Ultimate Annual Savings $( 366.8)
Additional Savings
(15* of Remaining Net Annual
Annual Savinas) Cost Savinhas
FyY 88 (First Year) S55.0 $52.0 $ 3.0
FY 89 (Second Year) 46.8 49.8
FY 90 (Third Year) 39.8 89.6
FY 91 (Fourth Year) 33.8 123.4
FY 92 (Fifth Year) 28.7 "152.1
o] 0
(0] (0]
(0] (0]
(Thirty-third Year) 366.8

Section 2 of the bill provides that studies of the geographic differentials be
conducted at five-year intervals, subject to funding. The most recent study
was conducted in FY 85. The fiscal note shows $392.0 in Contractual Services
in FY 90 for the next study, which was the actual cost of the FY 85 study.

Because the proposed effective date is July 16, 1987, there is no need for an

appropriation adjustment to Personal Services. The changes will be incor-
porated in future budget submissions.

8/2K1/n?n_.n?/7 Dano 1 nf 1
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REQUEST:

_ «STETE OF ALASKA Bill Version: SR 7-n
1988 LEGISLATIVE SESSION Publish Date:
FISCAL NOTE
Agency Affected. AHmimgrraHnn

Revision Date:
Title; Relating to Geographic Pay

BRU: personnel

Differentials Effective Date
SpOnSOr: governor Cnwper
Requestor:

EXPENDITURES/REVENUES:

OPERATING Fy 88 FY 89
PERSONAL SERVICES 0 0
TRAVEL 0 0
CONTRACTUAL 0 0
SUPPLIES n n
EQUIPMENT 0 0
LAND & STRUCTURES 0 0
GRANTS, CLAIMS 0 n
MISCELLANEQUS 0 0
TOTAL OPERATING 0 0

CAPITAL 0. 1 0
REVENUE 0 0
FUNDING:  (Thousands of Doll ars)

GENERAL FUND 0 n
FEDERAL FUNDS 0 0
OTHER 0 n
TOTAL 0 0
POSITIONS:

FULL-TIME n n
PART-TIME 0 0
.TEMPORARY 0 0
ANALYSIS:

Components . centrali7ed

AHmini<rraHve Services

(Thousands of Dollars)

FY 90 Fy 91 m FY 92 FY
n 0 0
0 0 0]
192.0 0 0
0 n 0
n n 0
0 n 0
0 0 0
0 0 0
392.0 0 n
1 0 n n
n 0 0
. 392.0. n 0

0 n n '

0 n 0
392.0. n 0
0 n 0
0 0 - n
0 0 .0

(Attach a separate page if necessary)

Section 2 of the bill provides that studies of the geographic differentials be conducted

at five-year intervals, subject to funding.

The most recent study was conducted in FY 85,

The fiscal note shows 39.,0 in contractual services in FY 90 for the next study, which

was the actual cost of the FY 85 study.
statewide impact.® . .

Prepared By:_ Diana DeSlmoneTDirector
Division: Personnel

See attached analysis for a description of the
AN

cuvV

DatS! Februar_y_3f 1988

Approved by Commissioner:
Agency:

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

John M. Andrews
Department of Administration

y "N - Date:

)IU\_ l»'-:'

""J

{a-\|
v

D .
PHone: bSSdlm

3333:‘33338

o

o

OO O O

Page j of j_
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FISCAL NOTE ANALYSIS

For SB 210

SUBJECT OF PROPOSED BILL
Relating to geographic pay differentials; effective date.

SUMMARY/ZEXPLANATION OF INTENT:

Section 1 of this bill amends the geographic pay differentials paid to State
employees under AS 39.27 to match those in effect for members of the Alaska
Public Employees Association (APEA) bargaining units. Only employees in the
partially exempt service and employees in the classified service not covered
by a collective bargaining agreement are subject to the proposed changes.
This fiscal note is further limited to currently filled, full-time positions.
The bill has a similar effect on hourly employees in the partially exempt
service.

The proposed change in geographic pay differentials does not affect employees
in Ketchikan, Juneau or Anchorage (1961 Election Districts 1, 4 and 8). There
is no geographic pay differential currently provided to these employees, and
none will be provided under this bill. There are currently 71 full-time,
positions in the balance of the state which are affected by this bill. The
geographic pay differential for 14 of these positions will increase. The
geographic pay differential for the remaining 57 positions will decrease.

Section 3 of the bill provides that the pay rate of current employees will not
be reduced by enactment of the new differentials. Savings are realized upon
turnover. The salary of current employees is frozen until other personnel
actions would cause an employee®"s salary to exceed the frozen level (increases
in the pay table, merit increases, promotions, etc.).

This analysis assumes:

0 No general pay increases duringthe period covered by this fiscal
note.

© The overall turnover rate of 15%appliesequally tothisgroup.
°© Average benefits are 30%.
ESTIMATED FISCAL IMPACT:

The current annual Personal Services cost for the 71 positions is

$6,878.6 thousand. The added first year (FY 89) cost of the 14 employees
whose differential will be increased is $85.6 thousand. Each year, beginning
with FY 89, the cost of these positions will be reduced by 15% of the
remaining difference between the first year cost and the long-term costs.
When all employees are on the new differential schedule, the annual Personal
Services cost will be $6,425.8 thousand. These costs and savings are

summarized below:



FY
FY
FY
FY
FY

89
90
91
92
93

Current Annual Personal Services Costs
Added Costs FY 88

Less Ultimate Long-Range Annual
Personal Services Costs
Ultimate Annual Savings

Additional Savings
(15% of Remaining

Annual Savings)

(First Year) $80.8
(Second Year) 68.6
(Third Year) 58.4
(Fourth Year) 49.6
(Fifth Year) 42 .2

(Thirty-third Year)

Because the proposed effective date is July 16,
appropriation adjustment to Personal Services.
porated in future budget submissions.

$6,878.6

85.6
$6,964.2
(6,425.8)
$ 538.4

Cost
$85.6
1988, there

Net Annual
Savings

$ 5.2 (cost)
68.6
58.4

49.6 ( yn
)

42.2

$538.4

is no need for an

The changes will be incor-



skIlE OF ALASKA 1987 LEGISLATIVE sfelON

FISCAL NOTE
Bill Version: -5 < 4 &
REQUEST Law Log 773-77 - i Publish Date: _S -a.*- "7
Revision Date: Agency Affected: ah
Title: Relating to Geographic Pay BRU:
Differentials Effective Date
Sponsor:covernor cowper Components i
Requestor:
EXPENDITURES/REVENUES: (Thousands of Dollars)
Fy 87 FY 88" rro' FY 9od Fy 91 Fy 92
OPERATING
PERSONAL SERVICES 0.0 (3.0) (49.8) (89.6) (123.4) (152.1)
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 392.0 0.0 0.0
SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND 4 STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
CRANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 (3.0) (49.8) 302.4 (123.4) (152.1)
CAPITAL 0.0 0.0 0.0 0.0 0.0 00
REVENUE | oo 1 oo 1 0.0 0.0 1 0.01 0.0
FUNDING:  (Thousands of Doll ars)
GENERAL FUND 0.0 (3.0) (49.8) 302.4 (123.4) (152.1)
FEDERAL FUNDS 0.0 0.0 0.0 0.0 0.0 0.0
OTHER 0.0 0.0 0.0 .0 0.0 0.0
TOTAL 0.0 0.0 0.0 .0 0.0 0.0
POSITIONS:
FULL-TIME 0.0 0.0 0.0 . 0.0 0.
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0. 0.0 0
ANALYSIS: / * See attached.
Prepared By: Plana DeSimone, Director Phone: 465-4430
Division: Personnel Date: z./ /7 /
Approved by Commissioner: Garrey Peska Date-: 7
Agency: Department of Administration-®

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)
Senate Secretary Paae 1 nf 3

Rev. 9/16/86

8/4D6/0217-03



FISCAL NOTE ANALYSIS

For Law Log .«?S

SUBJECT OF PROPOSED BILL:
Relating to geographic pay differentials; effective date.
SUMMARY/EXPLANATION OF [INTENT:

Section 1 of this bill amends the geographic pay differentials paid to State
employees under AS 39.27 to match those in effect for members of the Alaska
Public Employees Association (APEA) bargaining units. Only employees in the
partially exempt service and employees in"the classified service not covered
by a collective bargaining agreement are subject to the proposed changes.
This fiscal note is further limited to currently filled, full-time positions.
The bill has a similar effect on hourly employees in the partially exempt
service.

The proposed change in geographic pay differentials does not affect employees
in Ketchikan, Juneau or Anchorage (1961 Election Districts 1, 4 and 8). There
is no geographic pay differential currently provided to these employees, and
none will be provided under this bill. There are currently 77 full-time,
filled positions in the balance of the state which are affected by this bill.
The geographic pay differential for 15 of these positions will increase. The
geographic pay differential for the remaining 62 will decrease.

Section 3 of the bill provides that the pay rate of current employees will not
be reduced by enactment of the new differentials. Savings are realized upon
turnover. The salary of current employees is frozen until other personnel
actions would cause an employee®"s salary to exceed the frozen level (increases
in the pay table, merit increases, promotions, etc.).

This analysis assumes:

0 No general pay increases duringthe period covered by this Tfiscal
note.

0 The overall turnover rate of 15%appliesequally tothisgroup.
° Average benefits are 30%.
ESTIMATED FISCAL IMPACT:

The current annual Personal Services cost for the 77 positions is $6,141.6
thousand. The added first year (FY 88) cost of the 15 employees whose dif-
ferential will be increased is $52.0 thousand. When all employees are on the
new differential schedule, the annual Personal Services cost will be $5,826.8
thousand. Each year, beginning with FY 88, the cost of these positions will
be reduced by 15% of the remaining difference between the first year cost and
the long-term costs. First year savings are $55.0 thousand. Second year
savings are an additional $46.8 thousand. Third year savings are an addi-
tional $39.8 thousand, etc. These costs and savings are summarized below:

R/?Ki/n?i3-n?/i Paoe 2 of 3



CONTINUATION OF FISCAL NOTE ANALYSIS

For Law Log

Current Annual Personal Services Costs $6,141.6
Added Costs FY 88 52.0
6,193.6

Less Ultimate Long-Range Annual
Personal Services Costs (5,826.8)
Ultimate Annual Savings $( 366.8)

Additional Savings

(15X of Remaining Net Annual
Annual Savings) Cost Savings
FY 88 (First Year) $55.0 $52.0 $ 3.0
FY 89 (Second Year) 46.8 49.8
FY 90 (Third Year) 39.8 89.6
FY 91 (Fourth Year) 33.8 123.4
FY 92 (Fifth Year) 28.7 152.1
0 o
° o]
(Thirty-third Year) 366.8

Section 2 of the bill provides that studies of the geographic differentials be
conducted at five-year intervals, subject to funding. The most recent study
was conducted in FY 85. The fiscal note shows $392.0 in Contractual Services
in FY 90 for the next study, which was the actual cost of the FY 85 study.

Because the proposed effective date is July 16, 1987, there is no need for an

appropriation adjustment to Personal Services. The changes will be incor-
porated in future budget submissions.

8/2K1/0213-02/2 Page 3 of 3
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Original sponsor: Rules/Governor
IN THE SENATE BY THE FINANCE COMMITTEE

CS FOR SENATE BILL NO. 210 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to geographic pay differentials, pay
schedules, and salary surveys; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 39.27.020(a) is repealed and reenacted to read:
(a) The following pay differentials are approved as an amendme

to the basic salary schedule in AS 39.27.011;

Percentage Pay Geographic Areas
Differential (Election Districts)

0 1,2,3,4,7,8,9, and 10

A 16 South of the Arctic Circle except the

duty stations of Tok and Delta Junction

5 5
9 11
11 6
16 The duty stations of Tok andDelta Junction
20 The duty station of Nenana
27 12 and 13
30 l5except the duty station of Nenana, and 19
3A 18
38 14
42 16 North of the Arctic Circle, and17
-13 In other states

* Sec. 2. AS 39.27.020(c) is repealed and reenacted to read:
-1- CSSB 210(Fin)
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(c) The director may establish salary differentials for posi-
tions in foreign countries. Following asurvey conducted under
AS 39.27.030, the director shall adjust the differentials as necessary
to maintain equitable relationships between salaries for positions in
foreign countries and salaries for positions in the state.

* Sec. 3. AS 39.27.030 is repealed and reenacted to read:

Sec. 39.27.030. COST-OF-LIVING SURVEY. Subject toavailable
funding, the director shall conduct a survey at five-year intervals to
review the geographic pay differentials established under AS 39.27.-
020.  The survey may address factors, as determined by the director,
that are also relevant in review of state salary schedules.

* Sec. 4. IMPLEMENTATION OF PAY DIFFERENTIAL AMENDMENTS. (a) If the
salary an employee is receiving on July 15, 1988, would be reduced by
application of AS 39.27.020, as amended by secs. 1 and 2 of this Act, and
if the employee remains in the same geographic area, the employee's salary

(1) may not be reduced as a result of application of AS 39,27.-

020; and
(2) remains at its July 15, 1988, level untilthe employee's
salary would exceed that level because of
(A) a change in the state salary schedule established in
AS 39.27.011;
(B) a change in the employee's pay range or step; or
(C) application ofa longevity pay increment.

(b) Ifan employee moves to another geographic area after July 15,
1988, AS39.27.020, as amendedin secs. 1 and 2 of this Act, applies to
that employee's salary on the effective date of the move,

(c) This sectiondoes not prohibit a reduction in an employee's
salary as a result of a voluntary or involuntary demotion.

* Sec. 5. AS 39.27.035 and 39.27.040 are repealed.

CSSB 210(Fin) -2-



© 00 N O o B W P

—
o

1
12
13
4
15
16
i
18
19

2

JA
24
25
26
2
28
29

* Sec.

6.

This Act takes effect July 16,

1988.
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Introduced: 3/24/87 wo0977s
Referred: Finance

BY THE RULES COMMITTEE BY
IN THE SENATE REQUEST OF THE GOVERNOR

SENATE BILI. NO. 210
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL

For an Act entitled: "An Act relating to geographic pay differentials; and

providing for an effective date."

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

* Section 1. AS 39-27-020 is repealed and reenacted to read:

Sec. 39.27.020. PAY DIFFERENTIALS BY ELECTION DISTRICT AND IN
OTHER STATES. (@ The following pay differentials are approved as an

amendment to the basic salary schedule in AS 39.27.011:

Percentage Pay Geographic Areas
Differential (Election Districts)

0 1, 2, 3, 4, 7, 8, 9, and 10

4 16 South of the Arctic Circle except the

duty stations of Tok and Delta Junction

5 5
9 11
11 6
16 The duty stations of Tok and Delta Junction
20 The duty station of Nenana
27 12 and 13
30 15 except the duty station of Nenana, and 19
34 18
38 14
42 16 North of the Arctic Circle, and 17
-13 In other states
(b) For purposes of (a) of this section, "election district"

SB0210a -1- SB 210
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means an election district designated in the governor®s proclamation
of reapportionment and redistricting of December 7, 1961.

(c) The director may establish salary differentials for posi-
tions in foreign countries. Following a survey conducted under
AS 39.27.030, the differentials must be adjusted as necessary to
maintain equitable relationships between salaries for positions in
foreign countries and salaries for positions in Alaska.

* Sec. 2. AS 39.27.030 is repealed and reenacted to read:

Sec. 39.27.030. COST-OF-LIVING SURVEY. Subject to available
funding, the director shall conduct a survey at five-year intervals to
review the geographic pay differentials provided under AS 39.27.020.
The survey may address factors, as determined by the director, that
are also relevant in review of state salary schedules.

* Sec. 3. (a) If the salary an employee is receiving on July 15, 1987
would be reduced by application of the pay differential, as amended in sec.
1 of thir Act, the following applies if the employee remains 1in the same
geographic area, as described in AS 39.27.020:

(1 the employee®s salary may not be reduced as a result of

application of the pay differential; and

(2) the employee®s salary remains at its July 15, 1987 level

until, under the pay differential as amended in sec. 1 of this Act, the
employee®s salary would exceed that level because of
A) a change in the state salary schedule (AS 39.27.011),
((®)) a change in the employee®s pay range or step, or
O application of a longevity pay increment.
(b) If an employee moves to another geographic area after July 15,
1987, the pay differential, as amended in sec. 1 of this Act, applies to
that employee"s salary on the effective date of the move.

(c) Nothing in this section prohibits a reduction 1in an employee®s

SB 210 -2- SB0210a
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salary as a result of a voluntary or involuntary demotion.
* Sec. 4. AS 39.27.035 and 39.27.040 are repealed.

* Sec. 5. This Act takes effect July 16, 1987.
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STEVE, CDWPER
GOVERNOR

State of Alaska
OFFICE OF THE GOVERNOR
Jdnead

March 24, 1987

The Honorable Jan Faiks
President of the Senate
Alaska State Legislature
P.O. Box V

Juneau, AK 99811

Dear Senator Faiks:

Under the authority of art, IIl, sec. 18, of the Alaska Con-
stitution, | am transmitting a bill that updates the geo-
graphic pay differentials provided wunder AS 39.27.020 to
state employees whose pay is not established through the
collective bargaining process.
Present law provides for geographic pay differentials that
are no longer reflective of the cost of living in various
areas of the state. Section 1 of the bill implements the
same differentials as those in effect for members of the
Alaska Public Employees Association's bargaining units,
which were established by cost-of-llvyn? survey and arbi-
tration. With the leveling of cost differentials in areas
across the state, enactment of this legislation provides
employees with fair compensation adjustments, but at a level
that will ultimately lead to state savings.

Section 2 of the Dbill repeals and reenacts AS 39.27.030,
providing a more realistic scope and schedule for future
salary survegls. AS 39.27.030 presently requires an annual
survey to address a multitude of considerations, many of
which are not directly related to geographic cost differen-
tials. This bill focuses the study on cost differentials,

although the division of ersonnel would retain the
authority to structure the study to addre_ all lalevant pay
considerations.

Section 3 of this bill is a "grandfather" provision intended
to ensure that current employees do not experience an actual
reduction in pay upon enactment of updated geographic pay
differentials. Under this provision, employees will receive
their current pay until their salary would be increased
through position c_hanges or pay raises to a level above what
they would be entitled to under the new geographic pay dif-
ferential, or until they move to another geographic area.
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The two statutes repealed by sec. 4 of the bill, AS 39.27.-
035 and 39.27.040, generally relate to information that wil
be available in modified form through the survey conducted
under sec. 2 of

| believe that this legislation affords state employees a
geographic pay differential that properly reflects the vary-
Ing costs of living in Alav consid-
eration and approval of this

m
the b ill
his

f

$tjleve Cowper
Governor



