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O FQOTT CNERSHIP: s e

portion of the monthly payment is applied to principal, the
borrower’s equity in the residence increases far more quickly
than with a conventional mortgage.

Comparison of Cumulative Equity Balance

Yoflf

FIXED PAYMENT SCHEDULE: uniike the ma-

jority of alternative mortgages currently offered elsewhere,
the borrower knows exactly what the monthly payments will
be over the life of the mortgage. Even though increases are
made to the required monthly payments, they are known
well in advance. This allows the borrower the opportunity
for accurate financial planning.

%%%&LE%\@BEMODERATE There are no in-

creases until the beginning of the 4th year. The required in
crease of 5% in that years monthly payments for a $90,000
loan would amount to $47.59. Payments are increased only

six times during the life of the mortgage. The maximum in-
crease for a $90,000 loan will be $60.74 which will occur at
the beginning of the 9th year. No subsequent increases will
be required.

LOWER MORTGAGE
|NSURANCE PREM'UM Private mottgage in-

surance is currently required to be carried until the loan-to-
value ratio reaches 80%. This same insurance will be
necessary for the ABE mortgages. The cost of insurance
premium renewals is 'A of 1% annually which is paid by the
borrower. With an initial loan-to-value ratio of 95%, the
ABE loan decreases to the 80% level ..i approximately half
the time required for a 30 year conventional .nortgage.

sl C A ANB oAt

|NTEREST PAYMENTS On a loan amount of

$90,000, amortized over a 30 year period, the borrower
pays four times the original cost of the dwelling with 74% of
this amount in interest payments. Because the ABE loan is
completely paid off In the 16th year, the borrower will pay
approximately one-half the interest costs of the standard
30 year term mortgage.

Comparison of Annual Principt.i and
Gross Interest Payments

GROSS INTEREST

Conventional
Mortgage Loan $252,051

ABE Loan $123,081

Analysis of Effect of Increases in Borrower’s Income Rolatlvo to Increased Monthly Payments

Roquirod With An Alaska Building Equity (ABE) Mortgage
(5% Increases In Yoars 4 through 9)

Principal and Total 6% Annual Increase 10% Annua! Increaso

Interest Mortgago
Paymont Paymont* Income Ratio Incomo Ratio
Year 1 $ 95181 $ 1,081.81 $ 3,864.00 28% $ 3,864.00 28%
Year 2 951,81 1,081.81 4,096.00 26% 4,250.00 25%
Year 3 951.81 1,001.81 4,342.00 25% 4,675.00 23%
Year 1 999.40 1,129.40 4,602.00 25% 5,143 00 22%
Year 5 1,049.37 1,179.37 4,878.00 24% 5,657.00 21%
Year 6 1,101.84 1,231.84 5,171.00 24% 6,223.00 20%
Year 7 1,156.93 1,286.93 5,401.00 23% 6,845.00 19%
Year 8 1,214.78 1,344.78 5,810.00 23% 7,530.00 18%
Yoar 9 1,275.52 1,405.52 6,159.00 23% 8,283.00 17%
Year 10 1,275.52 1,405.52 + 6,528.00 22% 9,111.00 15%

« Includes ,00 lor reserves.

-t The paymonl ronriins unchanged lor tho duration ot the morlgago.

Flguros based on a $90,000 loan amount with an Interest rate ol 12.376%.

COMPARISON OF ANNUAL
OUTSTANDING LOAN BALANCE:  gecause

the ABE structure carries a fixed interest rate, the amount of
the increases beginning in year four and ending in year nine
are applied directly to the principal balance. Thus, the bor-
rower realizes a rapid growth in the equity and complete
repayment of the loan during the 16th year.

Comparison of Annual Outstanding
Loan Balance

Year

ADVANTAGES TO THE STATE
OF ALASKA AND AHFC

CONTINUED AVAILABILITY OF FUNDS:

With Ihe more rapid payment and shortened life of th<
mortgage, AHFC’s efforts to access shorter-term ceoital
markets are enhanced. The long-term markets require
higher yields, generally reflecting the lack of demand for this
type of security by investors. With a shorter-term bor. J, a
larger portion of the initial subsidy AHFC must contrlbui? lo
a bond issue is returned at a much earlier date. Approx-
imately 40% of the initial assets pledged to a ten-year bond
issue would return to AHFC free of any obligation upon
repayment of th- bonds in the 10th year. The return of
these assets will have a positive effect hy reducing tin*
amount of funds AHFC must request from the State in the
future to keep the program operational.

LOWER BORROWING COSTS: anrc wil be

able to sell a single-term ten-year bond issue which will result
in an approximate 1% savings in interest costs compared lo
the method of financing currently utilized.

DECREASED SUBSIDY COST: utilizing the

shorter term bond will reduce subsidy costs by more man
25% over that expected to be Incurred employing the
methods of financing available with 30 year mortgages. Fur-
ther, because the current bond structure requires suclr a
large amount of State subsidy, continued operation of the
programs could be financially restricted.



Here are some of the most frequently asked questions about the
Alaska Building Equity Mortgage.

Q.Why has AHFC changed its present method of mort-
gage loan financing?

A. AHFC receives the majority of its funds by selling
bonds in the capital markets. In the past AHFC has
sold bonds that mature after a twenty-year period. The
ABE program allows AHFC to sell 10-year bonds
which have a lower interest cost and broader market
acceptance.

Q.Does the ABE mortgage change the current eligibility
requirements?

A. No. The increase in payment does not occur until the
fourth year of the loan. AHFC’s analysis for eligibility
will be based upon current income in relation to the
monthly payments to be made in the first year. The
first year’s payment is the same as if the loan were
amortized ver a thirty-year period. Flowever, in light
of the moderate increases beginning in year four, the
analysis will examine the borrower’s stability and/or
upward mobility of employment.

Q .Does the interest rate inc;ease at any time during the
life of the mortgage?

A. No. The ABE mortgage provides for a fixed interest
rate. The increases in payments are strictly for the pur-
pose of reducing the principal balance.

Q.Does the ABE structure apply to all AHFC programs?

A. Yes. The ABE structure applies to ak existing first
mortgage programs financed through the sale of
bonds The ABE structure does not apply to the Cor-
poration’s Second Mortgage Loan Program.

Q.Does the ABE program have any effect on my existing
AHFC loan?

A. No. The ABE program is not retroactive to existing
AHFC loans.

Q .If I have an existing AHFC 30 year term mortgage
may | refinance that loan with the ABE mortgage?

A. No. AHFC does not have the authority to refinance a
loan whether the loan is held by the Corporation or
another investor. AHFC is limited to purchasing new-
ly originated first and second deeds of trust.

Q .If | am applying for a Homeownership Assistance
Loan (HOF/, how will the ABE mortgage effect me?

A. Since the ABE structure applies to all AHFC first
mortgage programs, individuals under the
Homeownership Assistance Program will also be re
quired to increase their payments. It is important to
remember, however, that the Increases are gradual
and moderate and they do not begin until the 4th year
of the loan.

Q. Will my subsidy under the Homeownership Assistance
Program increase as my payments increase?

A. No. If you are still under the program at the beginning
of the fourth year, then the subsidy calculation w'l
take into consid ation the increase in payments as
well as your increases in salary. However, the amount
of subsidy that you receive will rot increase.

. How are the additional increases in payments applied?

Q

A. The amount of the increase is applied directly to the
principal, thus, increasing your equity and reducing
the term of the loan.

Q.What happens if | make additional payments on my
principal balance during the f*rst year? Do these
payments reduce future payments?

A. No. The ABE mortgage allows the borrower to make
"lump-sum” payments that are applied to the prin-
cipal. Additional payments reduce the life of the mort-
gage, however, they do not effect the required mon-
thly payments.

Q.How am | notified of the increase in payments each
year?

A. Your lender will notify you of the date and the amount
of any increase.

yveusins
P.O. Box 1020
Anchorage, Alaska 99510
(907) 276-5599 0r&v

PRINTED DV VAN CLEVE PRINTING, INC., nNCHORAGE, ALASKA 3/K3 5M



The Home
Buying Process

Alds/ul

HOUSING
FINANCE

CORPORATION

tUHIEIT

Yourhome maﬁ be the most important investment ofyour lifetime. So before you

decide to purc

ase, you will want to investigate all possible aspects. This pam-

phletis designed to aid you in understanding the steps involved in buying a home.

1. What Can You Afford

Once you have made the decision to
buy a home, the first question most
people ask is. "Whal can | alford?"
You’ve probably heard various rules-
ol thumb for estimating what you can
adord and such rules are usetul in ar-
riving at a ballpark ligure. When deter-
mining lhe individual’s ability to pay
the monthly mortgage debt, AHFC. as
a guideline, uses ratios ol 28/36. This
means that the monthly mortgage ; iy-
ment (which includes principal, in-
terest. taxes, insurance, and
homeowner association dues) should
not exceed 28% ol ihe borrower's
gross stable monthly income. The
36% ratio applies to the overall debt
obligation: mortgage payment plus all
other obligations i.e. charge cards,
automobile Ic”n, child support, etc.,
and should not exceed 36% ol lhe bor-
rower's gross stable monthly income.

Now that you have a general idea
ol what you can allcrd on a monthly
basis, the next question is "In what
price range ol homes should | be ljok-
ing?" Depending on the interest rate,
the term ol the loan, and how much
money you're willing lo put down, your
monthly house payment can vary
greatly. The following chart should,
however, give you some indication of
your price range. (See Pag" 2)

With the purchase ol a home comes
many unexoected expenses. Itis wise
to romemper- that in addition to loan
payments, your monthly costs will in-
clude payments for taxes, insurance,
maintenance and utilities. Utilities
alone, such as water, sewage, reluse,
gas and electricity can increase your
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costs substantially. Therefore, belore
you purchase a home, it is wise to ask
the seller to provide you with past
monthly statements of these costs. Or.
il it is new construction, you may wish
to contact the utility companies in the
area. Unless you aie willing to adhere
to a very strict budget, you will prob-
ably be more comfortable with a home
loan payment that is less than the max-
imum amount you can alloid

2. Cash Needed

Along with determining what your
monthly payment will be. you will need
to consider the amount required lor
settlement costs. Settlement costs, in
addition to Ihe down payment, include
lees charged by the lender, appraiser,
title company, etc lor services and can
range from several hundred to several

thousand ol dollars. The lender is re-
quiiod to send you an estimate ol
those settlement costs within throe
days alter you have applied lor the
loan.

Although local custom usually deter-
mines who pays (or what costs, you
or the seller, you may be able lo
negotiate some ol these lees. The
results ol any negotiations should hi
included in your written purchase
agreement.

For a full explanation ol different
types ol settlement lees, get a copy
ol the booklet on settlement costs,
prepared by U S Department ol Hous
mg and Urban Development (HUD)
This booklet is available tree liom
lenders and HUD ollices

I'nlllinl Novi‘inDtii IHit.1



Loan
Amount 9% 10%
$ 70,000 $ 563.50 $ 614.60
80.000 644.00 702.40
90.000 724.50 790.20
100.000 805.00 878.00
110.000 885.50 965.80
120.000 966.00 1,053.60
130.000 1,046.50 1,141.40
140.000 1,127.00 1,229.20

‘ Approximate Monthly Principal Interest

11% 12% 13% 14% 15% 16%
$ 667.10 $ 720.30 $ 77490 $ 82950 $ 885.50 $ 041.50
762.40 823.20 885.60 948.00 1,012.00 1,076.00
857.70 926.10 996.30 1,066.50 1,138.50 1,210.50
953.n0 1,029.00 1,107.00 1,185.00 1,265.00 1,345.00
1,048.30 1,131.90 1,217.70 1,303.50 1,391.50 1,479.50
1,143.60 1,234.80 1,328.40 1,422.00 1,518.00 1,614.00
1,238.90 1,337.70 1,439.10 1,540.50 1,644.50 1.748.50
1,334.20 1,440.60 1,549.80 1,659.00 1,771.00 1,883.00

*The amounts shown above ate lot principal and interest only They do not include payment lor taxes, insu. tnce ot homeownet's association

dues, it applicable The monthly principal and interest has been calculated by amortizing lhe loan over a 30 yoai period Il is important to remember

that AHFC utilizes lhe ABE mortgage structuie and these payments wili realize a 5%
ol lhe ABE mortgage is available in AHFC's pamphlet entitled

Generally, under all AHFC pro-
grams. you will be required to make
a down payment of not less than 5%
ol the sales price or appraised value
ol the dwelling, whichever is less. Yout
lender will charge a fee lor originating
the loan and, in addition, you will be
requited lo pay a commitment lee
which is one-hall ol one petcenl ol Ihe
loan amount. Other cost--, may include
such items as: lees lor title insurance;
the appraisal; the "edit report; reim-
bursement to lhe eeller lor pre paid
assessments or |s*-.is; etc. Although
it is difficult to estimate, il you plan to
put 5% down, your total settlement
cost should generally nol exceed 10%
ol the sales price ol the dwelling.

3. How to Find the Right
House

Buloie you begin looking loi the house
which best meet yout needs, you
should consider tho various
neighborhoods and the types ol
ownerships.

Selecting An Area

Your financial slaius. as well as your
personal happiness, can be greatly af
lected by your choice ot neighbot
hood. For instance, a neighborhood
wheie there is no road maintenance
may not only cause you access prob
lens in Ihe winter, but may also affect
resale at a lalet date.

Distance liom your job is also im-
portant. Initially, it may sound exciting

to live in a secluded, unpopulaled en-
viro' ,nent. However, you should con-
side. how lar you are willing lo com
mute and the cost ol commuting eacl
day to your job. Before you buy that
home in the woods, drive back and
Inrth du'rng peak trallic hours and
determ ne how long the commute will
lake,

Type of Ownership

Do you want to live in a house, con
dominium or a planned unit develop-
ment (PUD) projecl? Owning cither a
condominium or a unit in a PUD is
significantly different Irom owning a
house. Il yuu buy either ol these two
dwellings, you will be required to pay
monthly dues to the Home Owners
Association These dues cover the
cost ol maintenance lor common areas
such as lawn or recreation facilities
In some instances, the dues also in-
clude certain utility costs and road

"Buying A Home In The Fuluie?”

mciease in yeais tour through nine A detailed desciipnon

maintenance. Before buying a con-
dominium or a unit in a PUD project,
check with the Association and find out
exactly how much your monlhly ices
will be and whal services are provid-
ed by ihe Home Owners Association.

Where To Look

There are various ways to shop (oi the
house that is right lor your lairnly. You
can find out about homes lor sale by
reading the advertisement in the real
eslate section ol the local newspapers,
taking a drive through neighborhoods
you find allraclive; or by consulting a
real eslate ageni in your area Beal
estate agents are customarily paid by
ihe seller ol tho home, so you won't
be required to pay the agent directly
However, bear In mind, thal tho
agent's lee mighl bo added to ihe price
ol lhe home.



4. Making an Offer

When you have found the home you
want to purchase, you must then
decide what price to offer ihe seller.
The contract is drawn up, stating the
terms of the sale, and is submitted to
the seller who either accepts, rejects
or amends the offer and sends it back
lo you It wiirgo back and forth as
many times as necessary lo reach
agreement. Only when it is satisfac-
tory to each of you, should both of you
sign it

At the time you sign the conlract,
you will be asked to make a deposit,
called the "earnest money." Tne
amount will vary depending on what
you are willing to give and the seller
is willing to accept The deposit is
usually applied to Ihe down payment
or your share of the settlement costs.
If lhe sale falls through. lhe deposit
will either be kept by the seller or
returned to you, depending on the
terms of your purchase contract

5. Arranging Financing
There are a number of ways to Imance
the purcnase of a home. One, of
course, is payment of the whole price
in cash However, most people pur-
chase by making a down payment and
then obtaining financing through a
mortgage loan In very simple terms,
a moilgage loan is a special loan loi
puichasmg a piece ol property The
lender supplies the cash to buy the
home You. the borrower, sign a legal
document which obligates you to
repay the lender The house and lot
are pledged as security, it lhe bor-
rower fails to make payments (do
faults), the lender has tho legal right
to take over lhe property and Hie t or
rowei may lose any equity he lias
acquired

For your convenience a list of (tie
AHFC approved mortgage lenders is
provided at the end ol this pamphlet

6. The Application Process

Once you have found acceptable
financing, make an appoinlmenl with
the lender to formally apply lor lhe
loan Dunng the meeting, you will be
asked to provide information regard

i. n youi income, cash and/or assets
available to ciose tho loan, job history,
te'ms and amount ol other debt obli-
gations. information on lhe dwelling
you plan to purchase, etc You will also

be asked to sign several documents
which will enable trie leodiny institu-
tion to verify the statements you have
given.

Depending on your particular cir-
cumstances or the type o! home loan,
you may also be asked lo provide:

e Tax returns for the past lhree
years

» Divorce Decree

e Child support or
settlement

e Tw years tax returns and current
financial statements (for sell-
employed)

« Two years lax returns and currenl
year-lo date income figures (pro-
fessions where income may
fluctuate)

alimony

The Time Element

You can exnnct Ihe lending institutions
10 complete your package and have
Zsubmitted lo Al IF'C within about Ihree
or lour weeks. However, il you have
held various jobs within lhe past two
years, |he majority ol your credit
relercnces are out ol stale, ot there am
extenuating circumstances, the pro
cess will lake longer up to six or eight
weeks

Once Ihe complete loan package is
submitted lo AHFC, experience has
shown Ihiii the "turnaround" time (tunc
i lakes AHFC lo icview ihe submis-
sion and send il back lo lhe tender)
can bo as many as twenty one (JI)
days to as lew as lhree (3) days 1ho
range can be atlributcd to peak buy
my periods which normally ion (rom
June through November.

A detailed review ol Ihe application
process, is available in Al IFC's booklet
entitled “Preparing lor Homeowner
ship” This booklet is available tree
I[rom participating lendeis and the
AHFC ollico

1. Closing the Deal

Closing is tt e final step and concludes
the mortgage loan transaction. Al this
time, you will be required to pay lhe
remaining settlement costs lo ellecl
the closing of the mortgage loan. The
escrow agent or lender disburses the
lunds Irom the mortgage loan lo the
seller ol lhe properly and you sign a
aote which obligates you lo repay the
lunds. The deed for lhe properly is
recorded alter the closing and then
mailed to you.

The Time Element

Depending on the paperwork involv
ed and ihe volume of loans at your
lending institution, you car: expect to
close on ihe loan anywhe<o Iron; three
days to lhree weeks alter the loan has
been approved

Approved Alaska Housing
Seller/Servicers

Alaska Bank ol Commerce

Alaska Continental Bank

Alaska Federal Savings & Loan
Association

Alaska Mutual Bank

Alaska National Bank ol the North

Alaska Pacilic Bank

Alaska School Employees Federal
Credit Union

Alaska State Punk

Alaska Teamsters Federal Credit
Union

Alaska USA Federal Credit Union

Arctic First Federal Savings

BM BohrcndsRjnh

City Deposit Corporat.on

Colonial Mortgage Services Co

First Alaska Moilgage & Escrow

First Bank

Firs! Federal Savings &Loan

First National Bank 0<Anchorage

Fust National Bank ol Fairbanks

Frontier Saving &Loan Association

General E’ "Inc Moilgage
Corporation

Ilome Savings Loan Association

l.omas & Netlloton

Ml McKinley Mutual Savings Bank

National Bank ol Alaska

Peninsula Savings K Loan

Peoples Bank s 1rost

Rainier Morigage Company

Security National Bank

Socunly Paci.ic Mortgage

Spokane Morigage Company

Suburban Morigage Trust

United Bank ol Alaska



Exhibit H

ALASKA HOUSING FINANCE CORPORATION
FY 84 Capital Budget Request
Home Ownership Fund/Mobile Home Loan Program
The Corporation®s original capital budget submission requested a $50 million
appropriation to the Home Ownership Fund to be invested in mobile home loans.
The earnings of the ".ome Ownership Fund are used to provide mortgage payment
assistance under the Home Ownership Assistance Program, which effectively
takeB a borrowers monthly mortgage payments down as low as that amount which
would be required weve thg loan to have been made at a 6 percent interest
rate. The budget submission acknowledged that the existing assets of the Home
Ownership Fund would be sufficient to meet anticipated demand for mortgage
assistance for FY 84 without additional funding. The Mobile Home Loan
Program, however, wan detennined to require a $50 million appropriation for FY
84 and the Corporation recommended it technically go to the Horae Ownership

Fund with a requirement that it be used to originate mobile home loans.

The $50 million appropriation request for the Mobile Home Loan Program antici—
pated a total demand of $60 million with the $10 million difference made up
fn n net earnings of the HOF Fund and anticipated loan prepayments. The
Corporation has reviewed both the estimated demand and required appropriation

and recommends no change In the request.

The estimated demand for mobile home loan financing das been revised to $75
million. Tliis projection is based upon recent activity experienced by the
Corporation and anticipated increases for FY 84 resulting from normal appre—
ciation and program growth. As a result of net earnings and loan prepayments,

now expected in excess of the levels reflected in the original budget request,

the projected $15 million increase in loan demand can be accomodated by inter—

nally generated cash flow,



Mobile Home Loan Program
FY 84 Projected Demand
Page 2

The following exhibits are attached as a background information on the Mobile

Home Loan Program and its activity:

Summary of Program Criteria Exhibit A
Suitimary of Mobile Home Loan Applications Exhibit B
Loan Summary - Mortgage Purchaed Mobile Home Exhibit C

Summary of Projected Demand and Proposed Sources
of Funding Exhibit D

ml 3.2
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Assistance Program
Alaska

HOUSING
FINANCE
CORPORATION

The Home Ownershi

to meet the needs o

Features

Maximum Loan Amount
The purchase price and appraised
value shall not exceed:
S 80,000 -1 & 2 member family
$ 85,000 - 3 member family
$ 90,000 <4 member family
5100,000 -5 or more member

family

Family, for these purposes, is delin-
ed as: Any individual executing the
note and Deed of Trp.'t, and their
dependents who reside in the dwell-
ing on a permanent basis.

Minimun Down Payment

Eligible Property
Owner-occupied single-family
residences. This would include con-
dominiums or units in PUD projects.
Mobile homes and multi-family units
are net permitted.

5%

Type of Loan

The ABE mortgage payment structure
applies to the HOF Program Refer to
AHFC’s pamphlet entitled "Buying A
Home In lhe Future?" for a detailed
description of lhe ABF. Mortgage. All
applications lor lhe HOF Program must
be submitted under tho Tax-Exempt
Program For details on lhe Tax-
Exempt Program refer to AHFC's pam
phlct entitled "Moilgage Subsidy Tax
Act, Tax Exempt Program "

Borrower’s Requirement

Since lhe program provides an addi-
tional subsidy payment, there are
several requirements that an individual
must meet

1. Maximum Annual Income:

Low to moderate borrowers are defin-
ed to be persons with gross household

3o t,i;;i nth Avool'd, thm! rioor
p 0 liux JOSO, Anciidwae, Alaska 00510

P

Assistance Program was

designed specifically

the low to moderate income family.

incomes not to exceed the following:

Base Income Limitation 526.000
Each Additional Adult 1,000
One Child 5,000
Two Children 7,500
Each Additional Child

(over the number 2) 1,000

Example: lhe income limitation for a
household consisting ol two (2) adults
and three (3) children is $35,500:

Base Limitation

(1 adult) $26,000
Additional Adult 1,000
Two Children 7,500
1 Additional Child 1,000

$35,500

Household, for these purposes, is
delined as: All persons who occupy

Ihe home on a permanent basis, as
a lull or pait lime resident.

2. Maximum Assets

To be eligible for Ine HOF program the
household may not own assets at the
time of application which exceed twice
the maximum household income mnit.
If a borrower is over 65, this amount
is raised to three times the maximum
income figure.

What Constitutes An Asset?

When reviewing a loan application,
AHFC will consider the gross value ot
all assets belonging to the applicant.
Therefore, even if you do not own
property free and Ciear, you will be re-
quired to report the gross market value
of that property regardless of any
outstanding loan.

Punted February. 1'J11J



Calculation of Subsidy
The HOF Program assists the bor-
rower by subsidizing a portion of the
monthly payment. The amount of sub-
sidy a borrower receives is based on
Ihe lesser of the following:
Formula 1: Principal and interest
(P & 1) calculated at the current in-
terest rate, less the P S | at 6%.

Formula 2: P & | calculated at the
current rate, less 20% of the gross
monthly household income.

In addition, the subsidy may not
reduce the total monthly payment
(P S I plus taxes and insurance) to less
than 28% of the gross monthly house-
hold income. If the subsidy is less than
§50.00 per month, the borrower may
not apply under the HOF Program.

An example of the subsidy calcula-
tion is shown below.

Recertification

Borrowers under the HOF Program are
recertified on an annual basis to deter-
mine how much assistance they are
to receive The borrower enters into
an Assistance Agreement with AHFC
in which they agree to furnish infor
mation regarding ineir income so the
amount of subsidy can be correctly
figured. Tlip agreement expires on
December 31 of each year and the
borrower must recertify by April 15 of
the following year AHFC will

automatically extend the agreement
until the April 15 date.

Using the same calculation as in the
example, the new subsidy is determin-
ed based on current income. At this
point, the subsidy may be decreased,
remain the same or eliminate,.', but at
no time will the subsidy be increased.
In addition, based on all income receiv-
ed during the past year. AHFC deter-
mines if any excess subsidy was paid.
Any excess subsidy must be repaid
to AHFC. Therefore, while the recer-
tification is only performed annually,
you may want to report increases in
income immediately to the lender to
avoid receiving excess s “sidy.

Frequently Asked Questions

Q. Once my income reaches the max-
imum income limit, do | no longer
receive a subsidy?

A. No. The income limits only apply
when you first enter the program.

Q. At what point do Ino longer receive
the subsidy?
A. Other than lor Ihe reasons in your
Assistance Agreement (i.e , no longer
occupying lhe piopeity), the subsidy
ends when.
(@) 20% of your gross monthly
household income makes the prin-
cipal and interest payment; or

EXAMPLE:

A Loan AMOoUNt...ccooierrcceseeeenn, $80,750

B. Gross Monthly Income (GMI).......cooeeierinnincienirniciecens $ 2,500

C 28% Of GMI oo e $700

D Taxes, Insurance, PMI. Homeowners Association Duos .... $100
1 P& @ current rate (L1090 )...ccccoerreernerienieenieinesieneeeens $70B 66
2. P&l @ 6% oo . 484.50
3. Formula 1 (1 MiNUS 2).ccceireeieieiesirieee s $224.16
4 P& © current rale (10%)..ccoornrrnnrrrrirerneenes $708,66
5. LeSS 20% GM I 50000
6. Formula 2 (4 minus 6)....cccccovrenene. $208 66
7 Subsidy (lesser of 3 Or 6)  ...ccoveeiieiseee $208 66
8 Bonower’s monthly P& (IMiNUS 7)....ccccoiiiiiiininiienne $500 00
9. Other HousiNg EXPeNSES (D)...cccccoerereriererieieeinieeiesesieniens 100 00
10 Total PaymMeNt........c.cooiiiininiiiicsieccse s $600 00

*11. Ratio (10 divided by B ). 24 %

=This figure is less than 28%, thus the subsidy is reduced by $100
(C minus 10). The amount of subsidy is $108.60.

(b) 28% of your gross monthly
household income makes the prin-
c'ral and interest payment plus pays
ihe taxes and insurance; or

(c) the subsidy is less than 550.00.

Q. Will I be notified when it is time to
recertify and what documents will |
have to provide?

A. Yes, you will be notified by the
lender. You must provide a complete
copy of your income tax return, sign
a verification of employment (so the
lender can verify your past and cur-
rent earnings), and provide any other
documents that may be requested
regarding your income for such things
as child support and unemployment
compensation.

Q. Can the April 15 date be extended?
A. Yes. You must request the exten-
sion through your lender in writing and
the request must include a copy of the
request to extend the filing of your
federal tax return.

Q. What happens if | don't recertify?

A. If you fail lo recertify, all subsidy
paid by AHFC during the previous year
and to-date must be repaid to AHFC.

Q. How am I notilied about excess
subsidy | might owe and how long do
| have to repay it?

A. You will be notified in writing by
Ihe lender, The repayment schedule
will be based on Ihe amount you owe
If you disagree with the amount or
need additional time to repay the ex-
cess subsidy, you have ten (10) days
in which to notify Ihe lender in wiiting.

Q. Once I'm no longer receiving a
subsidy, can | go back on subsidy il
my income decreases?

A. No Once the subsidy has ended,
you may nol go back on subsidy.



MOBILE HOME

EXHIBIT J

PROGRAM

UNLIKE OTHER PROGRAMS OFFERED BY AKFC, THE M)BL IOGRAM IS FINANCED

DIRECTLY THROUGH APPROPRIATIONS FROM THE STATE OF & v

"HER THAN THE SALE

OF RONDS, THEREFORE, THE MOBILE HOME PROGRAM IS JUDED IN THE ABE

MORTGAGE STRUCTURE.

FEATURES
Maximum Loan Amount $ 72v500
Minimum Down Payment 5%

Maximum Term
The maximum term 1is 20 years or
the remaining economic life of the

dwelling, whichever is less.

Eligible Property

Owner-occupied mobile homes con—

taining not less than 600 square
feet of gross living area.

VA Guaranteed or FHA insured loans

are allowable. However, down
payments and maximum loan amounts
will wvary. Check with your lender

for details.

OTHER CRITERIA

1. AHFC will not consider the
purchase of a mobile home Ilosn
for a borrower who currently
owns a residence within the
State of Alaska.

2. Personal property (furniture and
appliances) that may be included
in the sale of the mobile home
is limited to $1,500.00. The
mobile home may contain "personal
property valued at more than
$1,500.00, however, AHFC will

not consider the amount over
$1,500.00 in the value of the
mobile home. Other personal

property such as lean-tos,

wanigans, storage sheds, etc.

8hall not be a part of the
appraised value but will be
taken as part of the colla—
teral .

3. The mobile home may be
located in € mobile home park
that has been approved by
AHFC, on leased land or on an
individual lot. You should
consult your lender for spe—
cific details if you plan on
placing the mobile home on
leased land or on a lot.

4. No secondary financing is
permitted.

INTEREST RATES

The interest rate under this
program follows those established
under the Special Mortgage Loan
Purchase Program and will vary
from time to time, interest rates
are SUBJECT TO CHANGE WITHOUT
PRIOR NOTICE. As of the date of
printing of this pamphlet, the
interest rate under the Mobile
Home Program 1is 12 3/8% (11 3/8%
for eligible State veterans).
Consult your lender for the
current interest rate for this
program.



Exhibit K

ALASKA HOUSING FI NANCE CORPORATION
SUmMARY OF APPLICATIONS - MONTHLY

MOBILE HOVES
Received Approved Denied
No. AT, No. AMT. | No.  AMT. i
Jonaury 1982 126 3,318,800 110 2,969,750  87.30 16 349,050 12.70
February 1982 100 2,562,600 85 2,146,500 85.00 15 416,100 15.00
March 1982 132 3,766,900 118 3,244,750 89.39 U 522, 150 10.61
Aprl 1 198* 183 5,401,450 161 4,706,250 §7.90 22 695,200 12.02
May 1982 180 5,278,850 150 4,436,650 §3.33 30 842,200 16.67
June 1982 216 6,617,000 180 5,752,400 87.04 28 865,400 12.96
July 1982 158 5,027,100 131 4,070,300 8291 7 948,800 17.09

Augv.'vt 1982 201 5,979,700 163 4,819,250 81.09 38 1,160,450 10.91
Soptombiir 1962 22 7,290,900 203 6,367,250 89.43 2% 923,650 10.57
October 1982 211 6,749,750 192 6,002,700 91,0h 19 667,050 9.0

November 1902 190 6,018,850 155 4,747,550 §1.50 3% 1,271,300 I'd. 42
Docombor 1902 173 5,746,400 157 5,114,600 90.75 16 631,800 9.25
January 1983 133 4,392,350 120 3,965,150 90.23 13 421,200 9.77
Fobruary 1983 129 4,527,850 112 " 3,089,450 86.82 i 638,400 13.10
March 1903 101 5,740,550 167 5,359,200 92.27 14 301,350 1.73
April . - 1903 14 2,405,200 47 1,554,850 63.52 2 67,900 2.70
Month Appl Ponding In Procoss
Roc. No. AMT. i No. AMT. i
April 2 56,250  2.70 23 726,200  31.00
cf29 Doto of Report 4/10/03

CD)



Sales Price
Appraised Value
Note Amount
Monthly Income
Age of Borrower
Size of Household
Loan to Sales Price Ratio
Weighted Average Int. Rate
Monthly P & | Paymont
Dwolllng Typo

SFR

Condo
PUD

Now/ExlIsting
New
ExlIsting

First Time Homeowner
Yes
No

Insurance Typo
FHA
VA
CONV

Eligible State Veteran
Non-Ellglble State Veteran

Original Balance

E rJiib it

ALASKA HOUSING FINANCE CORPORAT.ON

LOAN SUMMARY -

MORTGAGES PURCHASED

RECEIVING HOME OWNERSHIP SUBSIDY

Fy '81
67,142
68,318
63, 183
1,905
29.6
1.8
94.10

9.98

227
141

13
381

57
324
381

« 289
92
381

381
381

374
381

%

59.58
37.01
3.41
100.00

14.96
05.04
100.00

75.85
24.15
100.00

100.00
100.00

1.84
98. 16
100.00

24,072 ,600.00

(39)

FY '82
68,684
69,568
64,381
1,932
30.0
1.9
93.74
11.12
620.18
390
487

18
903

272
631
903

639
264
903

903
903

1
892
903

58,136 ,0J0.00

JULY - MARCH
% FY1 83
74,217
75,119
69,671
1,990
29.7
1.9
95.87
10.49
636,79
44.08 302
53.93 412
1.99 5
100.00 719
30.12 497
69.88 222
1.00. 00 719
70.76 549
29.24 170
100.00 719
100.00 719
100.00 719
1.22 54
98.78 665
100.00 719

L

42.00
57.30
.70
100.00

69. 12
30.88
100.00

76.36
23.64
100.00

100.00
‘100.00

7.51
92.49
100.00

50,093,400.00



Sales Price

Appraised Value

Note Amount

Monthly Income

Age of Borrower

Size of Household

Loan to Sales Price Ratio
Weighted Average Int. Rate
Monthly P & 1 Paymont

Dwelllng Type
Mobile Homos

Now/Ex st 1ng
New
Exlstilng

First Time Homeownor
Yes
No

Insurance Type
FHA

VA
CONV

Eligible State Veteran
Non-Ellglble State Veteran

Original Balance

cf 19

E xhibit

ALASKA HOUSING FINANCE CORPORATION

LOAN SUMMARY - MORTGAGES PURCHASED
MOBILE HOMES

FY '8l
25,971
26,553
23,558
2,450
32.0
2.5
90.71

10.71

558

36
522
558

364
194
558

554
558

557
558

%

100.00

6.45
93.55
100.00

65.23
34.77
100.00

72
99.28
100.00

.18
99.82
100.00

13,145 ,460.00

(43)

FY '82
27,966
29,160
25,878
2,710
32.9
2.6
92.54
11.34

285.20

1,324

132
1,192
1,324

840
484
1,324

74
1,250
1,324

71
1,253
1,324

34,263, 450.00

JULY - MARCH
% FY' 83

34,016
34,953
31,067
2,894
32.1
2.6
91.33
11.85
349.42
100.00 1,426
9.97 331
90.03 1,095
100.00 1.426
63.44 9h 1
36.56 485
100.00 1,426
5.59 176
94.41 1,250
100.00 1,426
5.36 172
94.64 1,254
100.00 1,426

M

%

100.00

23.21
76.79
100.00

65.99
34.01
100.00

12.34
87.66
100.00

«12.06
87.94
100.00

44,301, 200.00



EXHIBIT N

ALASKA HOUSING FINANCE CORPORATION

Summary of Projected Demand and Proposed Sources of Funding
Mobile Home Loan Program

Summary of Projected Demand

Mobile home loan approvals April 1, 1982

through March 31, 1983 $59,318,750
Appreciation and growthadjustment (1) 14,829,688
CALCULATED DEMAND $74,148,438
ROUNDED TO $75,000,000

Summary of Proposed Sources of Funding

€9)

(2)

€))

Appropriation Request $50,000,000

Estimated amounts in the Home Ownership Fund
available for mobile home loan originations:

As of June 30, 1983 (2) 4,000,000
FY 84 Nrt earnings ($8,000,000) and
prepayments ($11,000,000) 19,000,000

Estimated Mortgage repayments in the State
Appropriated Loan Fund available for mobile home
loan originations:
Through June 30, 1983 (3) 2,000,000

$75,000,000

Assumes 15 percent appreciation and 5 percent program growth applied to
the April 1982 - March 1983 approvals, udjusted to reflect the 3 month
period discrepancy.

Approximately $16 million of the FY 83 mobile home loan program activity
1b expected to be financed from the earnings of, and mortgage repayments
received in the Home Ownership Fund through June 30, 983.

Anticipates consolidation of State Appropriated Loan Fund into the
Corporation®s Operating Fund with Jloan prepayments held in short term
investments and available for application to debt service requirements
applicable to outstanding obligaticns if necessary.
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FURTHER:

Date:

Mr. President:
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under consideration and (a majority of the committee) (the committee)
reports it back with the Tfollowing recommendations:

L ] do pass [ Ho not pass

L ] do passwith attached amendments(s)

[ ] same title

L ] replace with CSfor t ] new title
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L 1 AND attaches a '"Letter of Intent” [ 1 New Fiscal Note

[ 1 reports it back without recommendation
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4 -— tk
v-tv, |
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PLEASE NOTE

Bill

Sec

01

02

03

04

05

06

07

08

09

10
11

12

* Mounts taken from CCSSB 322,

ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING

Prepared by the House Special

Program

AHFC Special Mortgage loan Purchase

AHFC Home Ownership Assistance

C&RA Senior Citizens Housing Development

C&RA Supplemental Housing Development

C&RA Housing Assistance Loan Fund
(for existing programs)

C&RA Housing Assistance Loan Fund
(for implementation of HOAF; see
CSHB 302 (Fin), section 9)

C&RA Hone Ownership Assistance Fund
(for capitalization of new program;
see CSIIB 302 (Fin) , section 9)

C&ED Division of Investments

DNR Agricultural Loan

Scholarship Loan
Scholarship loan (federal receipts)

APA Rural Electrification loan

INTERIOR PAGES CORRESPOND WITH BILL SECTION NUMBERS.

Amount requested

in CSHB 315

$6,801,000

$45,000,000

$19,530,000

$3,500,000

$45,000,000

$15,000,000

$650,000

$22,483,900

$10,000,000

$60,000,000
$850,000

$1,000,000

Appropriation to various state

Coirrrdttee on State Loans

(Fin) last year*

$105,000,000

$45,000,000

$i0,000,00C

$45,000,000

n/a

n/a

$51,800,000
$10,000,000
$52,000,000

$986,100

loan and grant programs,

Amount requested

Updated Jy~1, 1983

SEE APPROPRIATE PAGE FOR MORE DETAIL.

Amount requested
in Gov"s Capital
Budget (1-11-83)
$100,000,000

$50,000,000

$2,500,000

$45,000,000

n/a

n/a

$28,508,900

$10,000,000

$60,000,000
$850,000

$1,000,000

(1982)



9

ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Corrmittee on State Loans

Amount requested

Bill Amount requested Amount requested in Gov"s Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
01 AHFC Special Mortgage Loan Purchase $6,801,000 $105,000,000 $100,000,000

Supervisory/Administrative Agency: Department of Revenue

Statutory Authority: AS 18.56.010 - AS 18.56.210 Reference: page 81, State Loan Programs

Program Description: The Special Mortgage Loan Purchase Program is intended to assist in the acquistion
and development of land and in tlie construction, rehabilitation, and refinancing of housing for people of
lower income, as well as for all Alaskans. The Special Mortgage Loan Purchase Program is AHFC"s principal
financing program, accounting for approximately 90 percent of the agency"s lending activities.

Funding breakdown:

Continuation funding.......... 6,801,000

6,801,000

Conmonts:

* Amounts taken from CCSSB 322, Appropriation for various state loan and grant programs (1982)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Conmittee on State loans

Amount requested

Bill Amount requested Amount requested in Gov"s Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
02 AHFC Home CX"/nership Assistance $45,000,000 $45,000,000 $50,000,000

Supervisory/Administrative Agency: Department of Revenue

Statutory Authority: AS 18.56.07*! Reference: page 65, State Loan Programs

Program Description: TIr> Home Ownership Assistance Program is intended to provide mortgage subsidies to
people of low and moderate income.. By a corporation funding mechanism, the appropriation to the Home
Ownership Assistance Program is invested in Alaskan mobile ham loans purchased under the mobile home loan
purchase program; the subsequent income stream, both principal and accrued interest, is then used to
subsidize actual HOAP loans.

Funding breakdown:

Continuation funding......... <15,000,000

45,000,000

Canmnts:

* Amounts taken from CCSSH 322, Appropriation for various state loan and grant programs (1982)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Camtittee on State Loans

Amount requested

Bin Amount requested Amount requested in Gov 3 Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
03 C&RA Senior Citizens Housing Development $19,530,000 $10,000,000 $2,500,000

Supervisory/Administrative Agency: Department of Cor.urunity and Regional Affairs, Housing Assistance Div.

Statutory Authority: AS 44.47.610 - AS 44.47.6T.0 Reference: totter frcm C&RA

Program Description: The Senior Citizens Housing Development Fund is intended to alleviate the shortage
of decent, safe, and sanitary residential housing available at low or moderate prices or rentals to
persons (J years of age or older.

Funding breakdown:
Continuation funding......... 2,500,000
Additional funding to....... 17,030,000

meet projected shortfall
19,530,000

Conments:

* Amounts taken frc>n CCSSB 322, Appropriation Ibr various state loan and grant progranis (1982)



ANALYSIS OF STATE LOAN ANL GRANT PROGRAM FUNDING
Prepared by the House Special Conmittee on State Loans

Amount requested

Dill Amount requested Amount reguested in Gov"s Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
04 C&RA Supplemental Housing Development $3,500,000 0 0

Supervisory/Administrative Agency: Department of Community and Regionail Affairs, Housing Assistance Div.

Statutory Authority: AS 18.55.990 Reference: see statutes

Program Description: The Supplemental Housing Development Fund is intended to finance grants to regional
housing authorities established under AS 10.55.996 for the cost of on-si.te sewer and water facilities, road
construction to project sites, and extension of electrical distribution facilities to individual
residences. Appropriations t0 this grant program are eligible for federal notching funds.

Funding breakdcwn:

Continuation funding.......... 3,500,000

3,500,000

Ocnments:

* Amounts taken from CCSS/I 322, Appropriation for various state loan and grant programs (1902)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Sjsecial Ccrrmittee on State Loans

Amount requested

Bill Anoint requested Amount requested in Gov"s Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
05 C&RA Housing Assistance Loan Fund $45,000,000 $45,000,000 $45,000,000

(for existing programs)

Supervisory/Administrative Agency: Department of Conminity and Regional Affairs, Housing Assistance Div.

Statutory Authority: AS 44.47.380 - AS 44.57.560 Reference: page 87, State Loan Programs

Program Description: The Housing Assistance loan Fund is intended to provide finding for nortgages,
building materials, renovations, and improvements for nonconforming and rural housing.

Funding breakdown:
Continuation funding.,-...... 45,000,000

45,000,000

Oomnonts:

* Amounts taken from CCSSB 322, Appropriation tor various state loan and grant programs (19(32)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Camuttee on State Loans

Amount requested

Bill Amount requested Amount requested in Gov"s Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
06 C&RA Housing Assistance Loan Fund $15,000,000 n/a n/a

(for implementation of HOAF; see

below)

Supervisory/Administrative Agency: Department of Ccmrnunity and Regional Affairs, Housing Assistance Div.
Statutory Authority: (HALF) AS 44_.47.380 - AS 44.47.560 Reference: Section 9, CSHB 302 (Fin) also

Program Description: The proposed Home Ownership Assistance Fund is intended to subsidize mortgage loans
for people with low or moderate incane, subject to the definitions and restrictions in section 9 of the
Finance Ccnmittee Substitute for House Bill 302. C&RA projects that the new subsidy program will result in
substantially higher demand for loans made fran the Housing Assistance loan Fund.

Funding breakdown:

Funding for increased 15,000,000
demand duo to new .loan
program, Hane Ownership
Assistance Fund, in HB
302 (see bill for
details)
15,000,000

Garments:

* Amounts taken fran CCSSB 322, Appropriati jn for various stale loan and giant programs (19027



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special C"armittee on State Loans

Amount requested

Bill Amount requested Amount requested in Gov's Capital
Sec Program in CSID3 315 (Fin) last year* Budget (1-11-83)
07 C&RA Home Ownership Assistance Fund $650,000 n/a n/a

(for capitalization of new program;

see below)

Supervisory/Administrative Agency: Department of Community and Regional Affairs, Housing Assistance Div.

Statutory Authority: n/a, see Section 9, CSHB 302 (Fin) Reference: Section 9, CSHB 302 (Fin)

Program Description: The proposed Heme Ownership Assistance Fund is intended to subsidize mortgage loans
for people with low or moderate income, subject to the definitions and restrictions in section 9 of the
Finance Committee Substitute for House Bill 302.

Funding breakdown:

Funding for new loan........... 650,000
program, Hone Ownership
Assistance Fund, 1in HD
302 (see bill for
details)
650,000

Comments:

* Amounts taken fran CCSSB 322, Appropriation for various state loan and grant programs (19H2)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Committee on State Loans

Bill Amount requested Amount requested
Sec Program in CSHB 315 (Fin) last year*
00 C&ED Division of Investments $22,403,900 $51,800,000

Supervisory/Administrative Agency: Department of Coimierce and Economic Development, Div.

Amount requested
in Gov"s Capital
Budget (1-11-83)

$28,508,900

of Investments

Statutory Authority: see specific programs below Reference: see specific programs below
Program Descriptions: Loan Program Statute Allocation  Reference
alternative technology and energy loans AS 45.88 2,400,000 p.57
commercial fishing loans AS 16.10.300-
AS 16.10.370 9,091,000 p.29
child care facility loans AS 44.30.240 069,500 p. 97
historical district loans AS 45.98 500,000  p. 113
fisheries enhancement loans AS 16.10.500 6,500,000 p. 33
residential energy conservation loans AS 45.89 3,123,400 p. 59

Funding breakdown:
See above for individual programs

Coiwents:

* Amounts taken <rom IX\SSB 322, Appropriation for various state loan and grant programs

(1902)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Cannittee on State Loans

Amount requested

Dill Amount requested Amount requested in Gov's Capital
Sec Progranm in CSHB 315 (Fin) last year* Budget (1-11-83)
09 DNR Agricultural Loan $10,000,000 $10,000,000 $10,000,000

Supervisory/Administrative Agency: Department of Natural Resources

Statutory Authority: AS 03.10.020 - AS 03.10.060 Reference: page 13, State Loan Prograil's

Program Description: The Agricultural Revolving Loan Fund is intended to promote the more rapid and
effective development of agriculture as an industry throughout the state through long term, low interest
loans.
Funding breakdown:
Continuation funding.... 10,000,000
10,000,000

Comtents:

* Anoints taken from CCSSB 322, Appropriation for various state loan and grant programs (1902)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Conmittee on State Loans

Amount requested

Dill Amount requested Amount requested in Gov's Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
10 Scholarship Loan $60,000,000 $52,000,000 $60,000,000

Supervisory/Administrative Agency: Cbrmtission on Postsecondary Education

Statutory Autliority: AS 14.43.090 - AS 14.43.160 Reference: page 45, State Loan Programs

Program Description: The Scholarship Revolving Loan Fund is intended to provide educational loans at a low
cost to Alaskan students enrolled in undergraduate, graduate, or career degree programs.

Funding breakdown:
Continuation funding........ 60,000, Cjo0

60,000,000

Garments:

* Amounts taken Irom CCSSB 322, Afrproprintion for various state Joan and grant programs (19(32)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Corrmittee on State Loans

Amount requested

Bill Amount requested Amount requested in Gov"s Capital
Sec Program in CSHB 315 (Fin) last year* Budget (1-11-83)
11 Scholarship loan (federal receipts) $050,000 $906,100 $050,000

Supervisory/Administrative Agency: Coirmission on Postsecondary Education

Statutory Authority: AS 14.43.090 - AS 14..43.160 Reference: page 45, State Loan Programs

Program Description: The Scholarship Revolving loan Fund is intended to provide educational loans at a low
cost to Alaskan students enrolled in undergraduate, graduate, or career degree programs.

Funding breakdown:
Continuation funding........... 050,000

050,000

Garments:

* Amounts taken from CCSSB 322, Appropriation for various state loan and grant programs (1902)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared by the House Special Corrmittee on State Loans

Amount requested

Bill Amount requested Amount requested in Gov's Capital
Sec Program in CSHB 315 (Fin) last year™ Budget (1-11-83)
11 Scholarship Loan (federal receipts) $850,000 $986,100 $850,000

Supervisory/Administrative Agency: Comnission on Postsecondary Education

Statutory Authority: AS 14.43.090 - AS 14.43.160 Reference: page 45, State Loan Programs

Program Description: The Scholarship Revolving Loan Fund is intended to provide educational loans at a low
cost to Alaskan students enrolled in undergraduate, graduate, or career degree programs.

Funding breakdown:
Continuation funding............ 850,000

850,000

Chmnents:

* Amounts taken from CCSSB 322, Appropriation for various state loan and grant programs (1982)



ANALYSIS OF STATE LOAN AND GRANT PROGRAM FUNDING
Prepared lay the House Special Comuittee on State Loans

Amount requested

Bill Amount requested Amount requested in Gov"s Capital
Sec Program . in CSHB 315 (Fin) last year* Budget (1-11-83)
12 APA Rural Electrification Loan $1,000,000 0 $1,000,000
Supervisory/Administrative Agency: Alaska Power Authority

Statutory Authority: AS 45.88.010 - AS 45.88.040 Reference: page 59, State Loan Programs

Program Description: lhe Rural Electrification Revolving Loan Fund is intended to make loans to r iectric

utilities to extend electric service into rural areas of the state.

Funding breakdown:
Continuation funding.......... 1,000,000

1,000,000

Coninents:

* Amounts taken from CCSSB 322, Appropriation for various state loan and grant programs

(1982)












Pouch Y, Slate Capitol
Ji>-:eau, Alaska 99811
(907) 465-3991

March 5, 1984
MEMORANDUM
TO: Representative Furnace

FROM: Jay Livey
Legislative Analyst

RE: Regulation of Naturopaths in Other States
Research Request 84-055

Steve Levi of your staff asked that we compare the regulation and licen-
sure of naturopaths in other states with the approach proposed byCSHB

374.There are currently six states, Washington, Arizona, Oregon,
Hawaii, Nevada,and Connecticut, that license naturopaths. We were
able to contactor obtain licensing laws for all of these states. The

comparisons of the laws includes the following information:
< the entity responsible for the regulation;
requirements for licensure as a naturopath;
< scope of naturopathic practice; and

e reciprocity arrangements with other states.

Responsibility for Naturopathic Regulation

CSHB 347 puts the responsibility for the regulation of naturopaths in
Alaska within the authority of the Department of Commerce and Economic
Development. The department would have the authority to evaluate the
qualifications of applicants, prepare and administer examinations to
applicants and revoke and suspend licenses for cause. The State of
Washington uses a similar structure, giving these powers to the Depart-
ment of Licensing.

In four states, Hawail, Oregon, Nevada and Arizona, the authority to
administer the licensure law is given to a Board of Naturopathic Ex-
aminers. These boards may discipline licensed naturopaths through
revocation or suspension of licenses, establish and administer licensure
examinations, evaluate the qualifications of applicants and generally
administer the licensure law. Three of these states, Hawaii, Arizona



Representative Furnace
March 5, 1984
Page 2

and Oregon, have a three-member board composed of licensed naturopaths.
Nevada has a five-member Board of Examiners of which three members are
required to be naturopaths; one member is required to be a physician
and one member must be a layperson.

Connecticut has a structure that divides the licensing authority be-
tween a Board of Examiners and the Department of Health Services. The
board, composed of 2 licensed naturopaths and one layperson, has the
authority to discipline licensed naturopaths according to procedures
established by the law and administrative code. The board is also re-
sponsible for developing the licensure examination. The Department of
Health Services administers the licensure statute, and has final respoi,
sibility for licensing naturopaths under th® statute.

Requi rements for Licensure

In summary, to be licensed as a naturopathic physician in any of these
states, the applicant must be a high school graduate, have graduated
from an approved school of Naturopathy and pass an examination adminis-
tered by either a state department or state board of examiners. As pro-
posed in the Alaska law, Hawaii, Oregon and Connecticut require that
applicants complete additional college work at an approved school. We
also found the "the standards used by the states to define approved
schools of naturopathy were Tairly similar to those proposed in the
Alaska law. All states require a mix of classroom and clinical study,
a course of study that occurs over four years and a minimum number of
hours required for graduation. Each state"s requirements are summarized
bel ow.

Alaska. To be eligible for a license as a naturopath in Alaska, CSHB 347
would require the applicant to be a high school graduate or equivalent,
and to have completed two years of postsecondary education at an
accredited college of liberal arts and sciences, have successfully com-
pleted an examination given by the Department of Commerce and Economic
Development and not to have been licensed to practice naturopathic medi-
cine in another state if the license has been revoked or suspended for
disciplinary reasons. In addition, the applicant must have graduated
from a legally chartered school of naturopathic medicine or a school
of naturopathic medicine that meets specific curriculum requirements
including a course of study of at least 4,000 hours of which 1,500 must
be clinical.

Hawaii. In Hawaii, to be licensed as a naturopathic physician, an appli-
cant must reside in the state for one year prior to application, be a
high school graduate, have had two years liberal arts education at an
accedited college and be a graduate of a legally chartered school of
naturopathic medicine that meets specific curriculum requirements found
in the law. In addition, the applicant must pass an examination prepared
and administered by the Board of Naturopathic Examiners.
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Arizona. Arizona law requires an applicant for a naturopathic license
to be a high school graduate or the equivalent and to have graduated
from a school of drugless therapeutics, approved by the Board of Naturo-
pathic Examiners. The school must meet specific curriculum requirements
specified in the law and provide a total of at least 4,500 hours of
instruction. The applicant must also pass an examination prepared by
the Board of Examiners.

Connecticut. Connecticut law requires an applicant for a naturpathic
license to be a high school graduate, to have completed 64 weeks of
study at a college or scientific school approved by the Board of Naturo-
pathic Examiners and to have graduated from a legally chartered, repu-
table school or college of naturopathy approved by the board. To be
approved, the school of naturopathy, must require a course of resident
instruction of at least four years, with each year consisting of thirty-
six weeks of actual attendance. The applicant must also successfully
pass an examination given by the department of Health Services.

Oregon. Minimum requirements to be eligible for a license of naturo-
pathy in Oregon include a high school diploma, two years satisfactory
study in an accredited college of liberal arts and sciences and gradu-
ation from a college of naturopc.thy approved by the Board of Naturo-
pathic Examiners. To he accredited, the college of Naturopathy must
provide at Ileast 4,000 lecture or recitation hours. Applicants are
also required to pass an examination administered by the board.

Washington. Washington requires applicants for a naturopathic license
to be graduates of a school of naturopathic medicine approved by the
Director of Licensing and to pass an examination prepared anmd adminis-
tered by the Director of Licensing. To be approved, the school must
require a high school diploma as a condition of admission.

Nevada. To be licensed as a naturopath in Nevada, the applicant must
be 21 years of age or older, a citizen of the United States or be legally
entitled to work and live here, a graduate of a school of naturopathic
medicine that 1is approved by the Board of Naturopathic Examiners and
must have successfully completed an examination administered by the
board.

Scope of Practice

The scope of naturopathic practice allowed by the proposed Alaska law
is similar to the scope of practice allowed in Oregon, Arizona, and
Connecticut. These states all allow naturopaths to perform childbirth,
draw blood for diagnosis purposes, sign birth and death certificates
and perform minor surgeries.
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However, the states of Washington and Nevada restrict the scope of
naturopathic practice more than the proposed Alaska law. These states
do not allow naturopaths to perform surgeries of any kind or perform
natural childbirth (except 1in Washington if a Hlicensed midwife Iis
present). Naturopaths in Nevada must work under the supervision of
a physician; however, they are allowed to draw blood for diagnosis.

Alaska. The proposed Alaska law would allow naturopaths to perform
physical exams, write prescriptions for noncontrolled substances, sign
birth and death certificates, diagnose disease according to training.,
treat patients by stimulating normal functions of tissues and organs
sensitized by disease, draw blood for laboratory purposes, use electri-
cal or other methods for vrepair and care of superficial lacera-
tions and abrasions, and practice natural childbirth in obsetrics.
According to the proposed law, a naturopath may not perform surgery ex-
cept as related to childbirth, use controlled substances, use radiation
therapy or use drugs except antiseptics, local anesthetics, minerals
and extracts, compounds or concentrates obtained from plants or animals.

Hawaii. Hawaii®"s naturopathic licensing law does not specify a scope
of allowable practice. However, it does state that ‘'naturopathic
physicians licensed under this chapter shall observe and be subject to
all state regulations relative to reporting births and deaths and all
matters pertaining to the public health with equal rights and obliga-
tions as physicians, surgeons, and practitioners of other schools cf
medicine." because we were unable to contact representatives of the
Hawaii Board of Naturopathic Examiners, we were unable to make specific
comparisons to the proposed Alaska law.

Arizona. The Arizona law does not specifically include the scope of
services naturopaths can offer. According to Dr. Milburn Shelton,
President of the State Naturopathic Licensing Board, the scope of
services is determined by the definitions found in the statute.* For
example, naturopathy means 'a system for treating the abnormalities
of the human mind and body by the use of drugless ana nonsuroi al
methods including the use of physical, electrical, hygenic, and Sani-
tary measures and all form of physiotherapy."

Nonsurglcal is defined to be '"a system of treating the abnormalities
of the human mind and body without surgical invasion of the human body,
but does not preclude the use of acupuncture, electrical or other methods
for the repair and care of incident and superficial lacerations and
abrasions, benign superficial lesions and the removal of foreign bodies

ADr. Milburne Shelton, President of the Arizona Board of Naturopathic
Examiners, (602) 937-9125.
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located in superficial structures, and the use of standard clincal
procedures in connection therewith." This definition allows procedures
that are similar to ones allowed in the proposed Alaska lew.

Or. Shelton stated that naturopaths in Arizona could also perform
physical examinations, prescribe substances authorized in the statutes,
sign both birth and death certificates, treat patients with acupuncture,
draw blood for Ilaboratory purposes and practice natural childbirth.
He also noted that naturopaths in Arizona are prohibited from performing
the activities also prohibited in CSHB 347.

Connecticut. As with Arizona, the Connecticut law is not very specific
concerning the scope of practice naturopaths are allowed to perform.
However, according to Dr. Charles Soderstrom, President of the Board
of Naturopathic Examiners, the scope of practice is very similar to
the proposed Alaska law.2 He noted that Connecticut naturopaths can
perform minor surgery, practice natural childbirth, sign both birth
and death certificates, draw blood for [laboratory tests, and perform
diagnosis. However, as in the proposed Alaska law, naturopaths may not
perform major surgery, use controlled substances, or use radiation
therapy.

Oregon. The Oregon statutes allow naturopaths to "treat the human body
by use of drugless methods, which has for its object the maintaining
of the body in, or of restoring it to, a state of normal health.”
Although the full scope of allowed services 1is not detailed in the
statute, it does specifically mention that antiseptics and anesthetics
can be administered, birth and death certificates can be signed and
minor surgery (as defined in the statute) can be performed.3 Specific
prohibitions mentioned in the law include the practice of optometry,
performing chiropractic adjustments and prescribing drugs.

Washington. The Washington licensing law does not specifically detail
the scope of naturopathic practice. According to Yvonne Braeme, Execu-
tive Secretary to the Drugless Examining Committee, the existing law
in Washington, which was adopted in 1919, is outdated.4 However, she
did note that naturopathic practice in Washington may be more restricted
than that proposed by the Alaska lei. In Washington, naturopaths are

~Dr. Charles Soderstrom, President, Connect-=2cut Board of Naturopathic
Examiners, (203) 633-5330.

-Minor surgery as defined in the Oregon law is very similar to the scope
of services detailed in the proposed Alaska statute.

4Ms . Yvonne Braeme, Executive Secretary, Washington State Board of
Drugless Medicine, (206) 753-3576.
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PAMACE 0OF U]JS legislation URGE YOU 10 SCHEDULE
W(R PASSAGE FROM JOUR EIM IATEE . AMHEDTATELY
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TO: SENATORS "ELIASON, MULCAHY, PETTYJOHN, RO.OEY, SACKETT

FR: DEBRA LUCA.?
P 0 BOX 871431
WASILLA 97687

RE 11B347- LICENSING OF Na fURORA ill PHYSIC IANS

I OPPOSE THE DELAY OR KILLING OF UEGA47. I WANT PASSAGE THROUGH YOUR
COMMITTEE.
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ro: ALL MEMBERS OF THE SENATE
FROM: KATIE FULLER
BOX 670946
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H 688-4092
RE 1B 347 MATURPATHS
PLEASE VOTE IN FAVOR OE LICENSING NATUROPATHIC PHYSICIANS. PEOPLE
OHO CHOOSE NAT"..ROPATHIC HEALING DESERVE |IME RIGHT TO KNOW HIEIR PHYSICIANS
ARE QUALIFIED --NL ALSO GET THE MEDICAL [INSURANCE COVERAGE NOT AVAII.ABIE

NOW

Till"HUGH MOST MAJOR COMPANIES. THANK YOU.
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Cf5 HOUSE BILL 373, INTRODUCED BY THE HOUSE LABOR AND COMMERCE COMMITTEE,
TRACTS MODEL LEGISLATION ADOPTED BY THE NATIONAL ASSOCIATION OF INSURANCE
COMMISSIONERS IN  1980.  THIS LEGISLATION REPRESENTS A COMPREHENSIVE
REVISION OF THE STATUTES WHICH WERE FIRST ADOPTED DURING ALASKA'S
TERRITORIAL DAYSXf HB 373 WILL ALLOW THE INSURANCE INDUSTRY MORE
FLEXIBILITY IN  RESPONDING TO THE EVER-CHANGING  LIFE  INSURANCE
MARKETPLACE.

THE POSITIVE OUTCOME OF THIS LEGISLATION WILL RESULT IN A REDUCTION OF
LIFE INSURANCE PREMIUMS. FOR EXAMPLE, FOR ANALASKAN MALE, AGE 35, A
WHOLE LIFE INSURANCE POLICY NOW COSTS $16.23 PER THOUSAND DOLLARS OF
COVERAGE PER YEAR. IF°HB 373 IS IN EFFECT THE SAME POLICY WOULD COST
$12.6A, THESE FIGURES WERE PROVIDED BY THE PRUDENTIAL INSURANCE COMPANY.

ALASKA IS THE ONLY STATE  WHICH HAS NOT ADOPTED SIMILAR LEGISLATION. 1D
373 PASSED 37 - 0 IN THE HOUSE AND WASFAVORABLY REVIEWED INTHE SENATE
LABOR AND COMMERCE AND JUDICIARY COMMITTEES. | RECOMMEND THE PASSAGE OF

HB 373.
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ALASKA STATE LEGISLATURE  SENATE

SENATOR RICHARD I. ELIASON

LABOR AND COMMERCE COMMITTEE, CHAIRMAN
RESOURCES COMMITTEE

JUDICIARY C
FISHERIES SUB

OMMITTEE
-COMMITTEE

MEMORANDUM

TO:

FROM:

DATE:

RE:

insuran

Senator B illRay, Chair
Senate .Judiciary Committee

Senator Dick Eliason

February 27, | 9 HA

F-O BOX 143
SITKA, ALASKA 99835

POUCH v
JUNEAU. ALASKA 99011
(90 'l 405 4910

CSHB 373 (L&C) - "An Act relating to nonforfeiture benefits of
life insurance policies and reserve valuation standards for Life

ce policies and annuity contracts."”

"do

As chairman of the Senate Labor & Commerce Committee, | bad the
opportunity to review the merits of tl" above-mentioned Ilegislation and |
recommend that illl 373 pass out of the .ludieiarv Committee with, a

pass”.

I 373, introduced hy the House Labor & Commerce Committee, tracks model

legisla

tion adopted hy Lhe National Association of Insurance

Commissioners (NAIC) In [9HO. To date, Alaska is the only state
has not adopted this legislation.

w hich

1M 373 represents a comprehensive revision ol the Standard Valuation Law
and the Standard Nonforfeiture Law for life Insurance. It would allow
the Insurance industry more flexibility in responding to tlie
ever-changing Ilife insurance marketplace.

However, this legislation will not only benefit the insurance industry,
but w ill also lit?2lp reduce the cost of Insurance to the consumer. For
example, for an Alaskan male, age 33, a whole life Insurance policy now
costs $Ifi.23 per thousand dollars of coverage per year. IT I 173 is in
effect the same policy would cost $12.bA. (These figures were provided
by the Prudential Insurance Company).

Attached is further back-up informat ion regarding this Jlegislation
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HOUSE BILL NO. 373. by the Labor & Commerce Committee.
Represents a comprehensive revision of the standard valuation

and standard nonforfeiture law for life insurance, based on

model amendments proposed by a number of groups and organiza-
tions, including the National Association of Insurance
Commissioners, the American Council of Life Insurance, and the
Society of Actuaries. The standard laws have not been revised
since they were originally enacted in the 1940's, and the changes
proposed have been adopted in 39 states to date. Similar measures

have been introduced in other state legislatures.

The b ill amends the existing section of state law relating to the
standard valuation law for life insurance (AS 21.18.110¢(b)). The
standard valuation law establishes minimum reserving standards to
provide for the solvency of life insurance policies, guaranteeing
future benefits provided for by the policies. The current basis

for reserving is based on mortality tables and interest rates. In
general, HB 373 does not change the method of reserving, but would
change the mortality tables, reflecting increased longevity, based
on the 1980 Standard Ordinary Mortality Table.

The b ill would also change the method of determining valuation
interest rates. Currently the interest factor allowed is
statically fixed in law. Each time economic conditions warrant
change in rates, the law must be changed. HB 373 would take a
dynamic approach to interest rates, linking the interest rate to
Moody's Corporate Bond Yield Average — Monthly Average Corporates,
as published by Moody's Investors Service, Inc., and would allow

the interest rate to change, based on the index.

The b ill would also allow new mortality tables to be adopted by
regulation, although the tables woula first have to be adopted by
the National Association of Insurance Commissioners, and the
regulation process would have to be observed.

The standard nonforfeiture law for life insurance determines how
benefits are paid to defaulting or surrendering policyholders,
depending on the number of years the premiums were paid, and the
payment provisions stipulated in the insurance policy. In
determining the benefits of a defaulting or surrendering
policyholder the interest rates and mortality factors are taken
into account. Life insurance policies issued in the state mu3t
contain provisions for payment of nonforfeiture benefits, and cash
surrender values. A statement of the mortality table and interest
rate used in calculating the cash surrender values and the paid-up
nonforfeiture benefits avaliable may be used in some types of
policies. The standard nonforfeiture law and the standard
valuation law are linked on the basis of interest rates and

mortality tables.

The bill lists the methods of payment of benefits to terminating
policyholders, language to be contained in insurance policies
guaranteeing payment of benefits, calculation of and value of the
policy, and calculation of adjusted premiums and present values of
life insurance policies.

Provides Act takes effect immediately.

S uvDimor”"j



TECHNICAL NOTES
Proposed Amendments to the Standard Valuation Law
and

Standard Nonforfeiture Law for Life Insurance

The proposed amendments were adopted by the National Association of
Insurance Commissioners (NAIC) in December, 1980. Instrumental in their
development were the NAIC, the American Council of Life Insurance (ACLI),
and the Society of Actuaries. This cooperative effort resulted in these
amendments which are the most encompassing changes since these laws were
first adopted.

To date, at least 39 states have enacted the 1980 amendments, including
most of the western states. The uniform enactment of the standard
valuation and nonforfeiture laws by the various states obviates an
Insurer from establishing its reseves on different bases for different
states with varying minimum valuation standards. Such an approach would
only result in increased insurance costs with no greater assurance of
insurer solvency.

Interest and mortality are the prime factors in establishing reserves
and in the determination of nonforfeiture values. Currently, the minimum
standards for these factors are statically established in law. So, any

changes in these factors needs to be accomplished by legislative action.

The proposed amendments establish a dynamic approach to the interest

factor. The interest rate is pegged to an outside index (Moody's Corporate
Bond Yield Average - Monthly Average Corporates) and automatically
responds to the movement of that index. Therefore, the necessity of

legislative action each time a change in interest rate Is called for is
eliminated. This index has historically tracked the long term interest

trends without undue fluctuations. The variable policy loan interest
rate utilizes this some index. Additionally, formula weightings also
further insulate the interest factor from chance fluctuation. Current

economic conditions require the interest factor be more reflective of
the current economic state in a more timely manner. An indication of
the magnitude of the impact of the interest factor is that for each 1%
change in the valuation interest rate, the value of the reserves changes
by approximately 10% (e.g. a 1% increase In valuation interest rates
causes the reserves to decrease by approximately 10%).

The proposed amendments change the mortality basis through the adoption
of the Commissioners 1980 Standard Ordinary Mortality Table (1980 CSO)
and the Commissioners 1980 Extended Term Insurance Table. The current
mortality basis is the Commissioners 1958 Standard Ordinary M ortality
Table (1958 CSO). The 1980 CSO reflects the better mortality (increased
longevity) experienced in :.'ore recent years. Generally, increased
longevity results in decreased amounts of reserves similar to the impact
created by changes in the valuation interest rates. Ad''tionally, the

proposed amendments allow for the director of insurance to adopt by



regulation new mortality tables for valuation and nonforfeiture determinations
once they have been adopted by the NAIC.

The Standard Valuation Law establishes the minimum standards (interest,
mortality, and valuation method) for a life insurer in establishing its
required reserves. The regulatory interest is to assure the solvency of
an insurer so that it may meet its current contractual obligations and
those which extend many years into the future. The proposed amendments
establish a conservative but more realistic basis for the required
reserves. An ancillary effect w ill be a greater array of new life insurance
contracts being offered to the public by a wider range of insurers at a
lower cost.

The Standard Nonforfeiture Law establishes the minimum standards for

determining what share of the insurer's assets a terminating policyholder

is due. The regulatory intent is to provide equity to the terminating
policyholder as well as to those policyholders whose coverage remains in
force. A more realistic determination of surrender values is provided

for by the proposed amendments. Also, appropriate patterns for nonforfeiture

values are established which prevents manipulations of these values for
certain periods of time commonly used in comparing the values of similar

life insurance contracts offered by different insurers.

Due. to the financial integration which is currently taking place, a
proliferation of new and innovative life insurance and annuity contracts
has taken place. No standard valuation or nonforfeiture law can accomodate
or anticipate all possible kinds of life insurance and annuity contracts.
Therefore, the proposed amendments provide the director of insurance

with the authority to promulgate regulations to establish the valuation
and nonforfeiture standards for such products.

The above represents an overview of the proposed amendments to the
Standard Valuation and Standard Valuation Laws. The materials provided
by the ACLI presents a more detailed and technical discussion of these
proposed amendments, presented in an equitable manner. The division of
insurance feels that such information can be relied wupon.

The division of insurance recommends enactment of the proposed amendments.



Testimony notes. HB 373
Administration favors bill.

Bill tracks model legislation adopted by the NAIC (National
Association of Insurance Commissioners) in 1980.

Bill amends the Standard Valuation Law and the Standard Nonfor —
feiture Law for life insurance.

Allows for a more dynamic approach to determining values in the
two laws. Allows more flexibility in responding to change in the
life insurance marketplace.

Approach to establishing reserves is conservative but realistic.

Will make available a much wider range of products.



Attachment 3

«SUMMARY OF 1980 AMENDMENTS TO STANDARD
VALUATION LAW AND STANDARD NONFORFEITURE
LAW FOR LIFE INSURANCE

These amendments adopted by the National Association of
Insurance Commissioners in December, 1980 ai<= the most signifi—
cant and comprehensive changes to the Standard. Lavs since these
laws were originally enacted in the 1940"s." They represent the
culmination of years of effort in a cooperative project involving

a number of organizations and groups.

Purposes of Amendments -

1. Update the minimum standards for. reserves and nonforfeiture
benefits and provide for future automatic updating of these
standards in order to permit company operations and the
products offered to the consumer to keep pace with changes
in the economy and in longevity.

2. Accommodate more effectively products that have been intro—
duced since the laws were first enacted.

3. Accommodate new products that may be developed in the future,
thereby increasing company flexibility to offer, and insurance
department flexibility to regulate, products that meet new

W i.’ .
public needs 3nd expectations.......



Principal Features of Amendments

1.

A system for the automatic annual updating of the statutory
valuation and nonforfeiture interest rate standards appli—
cable to new business.

New mortality tables for ordinary life insurance and authoritg
for the insurance commissioner to promulgate more modern life
insurance, annuity, and disability tables.

Changes 1in the allowance for company excess 1initial expenses
that is used in calculating minimum nonforfeiture benefits

for life insurance.

Provisions to require appropriate patterns of nonforfeiture
benefits.

Provisions that take account of special features of products
not contemplated in the original versions of these laws, such
as family policies, policies that provide for changes 1in
benefits and premiums after issue at the option of the policy—
holder, and policies that provide for the payment of an
additional premium in the first policy year.

Provisions to authorize the 1insurance commissioner to promul —
gate valuation and nonforfeiture regulations to necommodnte
life insurance plans providing for future premium determin—
ation by the company and plans for whi <h minimum reserves or
nonforfeiture values cannot be determined by the other pro-—

visions of the laws.
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February 13, 1984

Senator Dick Eliason

Senate Labor & Commerce
Pouch V
Juneau, Alaska 99811

Re: H.B.373

Dear Senator

Eliason:

Chairman
Committee

I am w riting to express my full support in passage of H .B.373.

I believe that Alaska the only state not to have such a law
but that the b ill has passed the House (37-0) and now lie s in the
Senate Labor & Commerce Committee. Truly, th is ill is in the best
interest of the consumer and can only benefit everyone.

It is my hope, Senator, that you feel as | do and w ill urge the
comm ittee, a: w ell as the Senate, to pass this legislation into
law as soon as ossible. Your comments w ill be most appreciated.
kiack Clou-

trick son O
President

JC :1lb

625 EAST 34th AVENUE, SUITE 401

ANCHORAGE, ALASKA 99503

(907) 279-6554 TXL 26-612
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Richard Scolt/I-'innncial Plans

P.O BOX 80345 + COIIFGC STATION - FAIRBANKS. AK 99708
(907)479 0778

January 28, 1984
Rep. Bob Bettisworth
Juneau, AK

Dear Bob,

HB 373 includes a proposal to authorize use of the latest mortality
table in computing premiums and cash values for life insurance. Since
the 1insurance commisioners of all the states create a committee to
approve proposed new tables, they are generally referred to by the

date approved, and called the Commissioners Standard Ordinary mortality
table, or "CSO0" for short. The latest table 1is the "1980 CS0"™ and

at last count had been approved by 31 states so far. The last one
before that one, | think, was the 1958 CSO.

Since premiums are based on projected life spans starting at various
ages, and since life expectancy in general has changed considerably
since the 1958 table, it appears valid to adopt the 1980 CSO table
as soon as it can be arranged. From a premium standpoint, the
change reduces most rates and resulting cash values slightly and

at some ages may increase them slightly. The reason that adoption
of a new table doesn®"t make major changes is that the companies
constantly monitor mortality statistics and adjust the premiums from
time to time.

I was told that HB 373 was sponsored by the Labor and Commerce
e"ommitte and 1is presently in the Rules Committee, Rep. Cowdery,
Chairman. Mark Ringstad and Niilo Koponcn are also on the Committee.

Now that the 1980 CSO has been out long enough to become generally
adopted across the country, 1 notice a trend Cor life 1insurance
companies to issue their new policy forms only in those states which
have approved the 1980 CSO table. Since the newer policy constructions
include current-interest-assumption plans with what appear to be
substantial buyer advantages, adoption of the new table will

broaden the choices available to Alaskan buyers and sellers of life
insurance.

If past history repeats, this shouldn"t come up again for another
22 years. Anything you can do or advice you may have 1in this matter
will be most appreciated.

Best wishes to you and your colleagues as you work to develop plans
for the future of this state.

Sincere ly,
Richard Scott

cc:
Mark Ringstad
Niilo Koponen
Rep. Cowdery



HB 373 FLOOR SPEECH J>J Kep Coti/dr”™ CIlHIQir W

flouse. Labor > C0mmefee.

HOUSE ~ BILL 373 I'M GLAD TO SAY IS A PIECE OF LEGISLATION
WHICH ~ WILL BENEFIT NOT ONLY THE INSURANCE INDUSTRY - BUT
ALSO WILL HELP REDUCE THE COST OF INSURANCE TO CONSUMER,

THIS BILL IS THE PRODUCT OF MANY YEARS OF WORK, [T WAS
WRITTEN BY THE NATIONAL ASSOCIATION OF INSURANCE COMMIS-
SIONERS OF WHICH KEN MOORE, DIRECTOR OF THE DIVISION OF
INSURANCE IN ALASKA, IS A MEMBER, HOUSE BILL 373 WOULD
REVISE STATUTES WHICH WERE FIRST ADOPTED DURING ALASKA'S
TERRITORIAL DAYS.

IT IS A MODEL PIECE OF LEGISLATION, PASSED IN STATES WHERE
INSURANCE IS SUCH A MAJOR INDUSTRY THAT STANDING COMMITTEES
ON INSURANCE HAVE BEEN CREATED BY THEIR LEGISLATURES TO
DEAL WITH THE HIGH VOLUME OF INSURANCE LEGISLATION.  STATES
SUCH AS CALIFORNIA, NEW YORK, [ILLINOIS, CONNECTICUT, AND
MASSACHUSETTS. IN FACT 49 OF 50 STATES HAVE ADOPTED ALMOST
IDENTICAL LEGISLATION,

HOUSE  BILL 373 HASBEEN SCRUTINIZED LINE BY LINE WITH A
FINE TOOTH COMB, BY THE LEGAL SERVICES DIVISION OF THE
LEGISLATIVE AFFAIRS AGENCY, AFTER EXHAUSTIVE REVIEW, THIS



- IS

LEGISLATION HAS FINALLY REACHED THE FLOOR FOR QUR CONSID-
ERATION,

HOUSE BILL 373 IS SUPPORTED BY THE ADMINISTRATION. AS |
MENTIONED, KEN MOORE THE DIRECTOR OF THE DIVISION OF INSUR-
ANCE IN THE DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
HELPED PEN THIS LEGISLATION.

HOUSE BILL 373 IS STRONGLY SUPPORTED BY THE INSURANCE
INDUSTRY AS WELL. IT WILL ALLOW FOR NEW PRODUCT LINES OF
LIFE INSURANCE AND ANNUITY WHICH WILL RESULT IN CONSIDER-
ABLE COST SAVINGS FOR THE CONSUMER.

IN CONCLUSION, | WOULD URGE EACH MEMBER OF THIS BODY TO
VOTE IN FAVOR OF THE PASSAGE OF HOUSE BILL 373.



FIRST OF ALL I DO NOT CLAIM TO BE AM EXPERT ON
NON-FORFEITURE BENEFITS OR ANNUITY CONTRACTS. ONLY AN
INSURANCE INDUSTRY EXPERT COULD EXPLAIN THIS BILL LINE BY
LINE— PARAGRAPH BY PARAGRAPH.

WHAT | DO KNOW IS WE HAVE A BILL HERE WHICH HAS BEEN ADOPT-
ED BY THE 49 OTHER STATES.

IT HAS THE SUPPORT OF THE INDUSTRY AND THE ADMINISTRATION
AND LEGAL SERVICES SPENT WEEKS GOING OVER THE BILL.

BEYOND THAT IT WILL SAVE ALASKANS MONEY ON LIFE [INSURANCE
POLICY'S.

FOR EXAMPLE:

FOR AN ALASKAN MALE, AGE 35,6 A WHOLE LIFE POLICY NOW COSTS
$16,23 PER THOUSAND DOLLARS OF COVERAGE-PER YFAR.
IF THIS BILL IS PASSED THE SAME POLICY WOULD COST $12.64.

THESE FIGURES CAME FROM PRUDENTIAL [INSURANCE. PRUDENTIAL
LIKE MANY OTHER INSURANCE COMPANIES HAVE POLICY'S THEY
MARKET NATIONWIDE BECAUSE ALL OTHER STATES HAVE ADOPTED A
UNIFIED LAW.  FOR THE BETTERMENT OF ITS PEOPLE— ALASKA
SHOULD TO0O.






STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL

Bill/Resoiution No.: HB 426 Agency Affected: Commerce ft Econ. Development
Title: GrouD Life Insurance Program Category Affected: Public protection
Sponsor: Labor % Commerce BRU, Program or Subprogram!s) Affected:
Requestor” Division of Insurance

Date of Request:

EXPENDITURES/REVENUES: _ (Thousands of Dollars)
FYy 84 FY 85 FY 86 Fy 87 FYy 88 i FY 89
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
1*00 SUPPLIES
500 EQUIPMENT
600 LAND 4 STRUCTURES
700 GRANTS, CLAIMS

800 MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

i CAPITAL 1 1 1
L REVENUE

FUNDING:  (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS . 1

OTHER 1 "1 i

TOTAL 0 0 1o 10 A 0

POSITIONS:

FULL-TIME r
PART-T'ME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: a separate page for analysis
My #
Prepared By nnethlC. Moore, Director Phone: 465-2515
Division: nsuranee Date:
Approved by Commissioner: Richard A. Lyon Date:

Agency:__ Commerce and Economic Development

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



THE SENATE LABOR AND COMMERCE COMMITTEE REVIEWED CSHB A26 AND FO'JND THIS
LEGISLATION VERY WORTHWHILE., CSHB 426 WOULD LIBERALIZE THE GROUP LIFE
INSURANCE CODE.  CURRENTLY THE CODE IS HIGHLY RESTRICTIVE TO WHOM MAY
APPLY FOR GROUP LIFE BENEFITS. CSHB A26 WOULD ALLOW ANY ORGANIZATION TO
APPLY FOR GROUP LIFE INSURANCE AS LONG AS THAT ORGANIZATION DID NOT FORM
SOLELY FOR THE PURPOSE OF PROVIDING THIS BENEFIT.

THE DIVISION OF INSURANCE STRONGLY SUPPORTS THESE PROPOSED CHANGES. CSHB
A26 WOULD ALLOW A BROADER SECTION OF ALASKAN CITIZENS TO ENJOY THE
BENEFITS OF GROUP LIFE INSURANCE WITHOUT ANY LOSS OF REGULATORY
PROTECTION.  EXAMPLES OF GROUPS WHICH UNDER CSHB A26 WOULD BE ELIGIBLE
FOR GROUP LIFE INSURANCE ARE BAR ASSOCIATIONS, MEDICAL ASSOCIATIONS.
COMMERCIAL FISHERMEN'S ASSOCIATIONS, OR PILOT ASSOCIATIONS. | RECOMMEND
PASSAGE OF THIS BILL.

S f j fy P>u
itm n

FURTHER INFORMATION

1) CSHB A26 PASSED THE HOUSE 36-0.

2)  CURRENTLY IT IS POSSIBLE FOR SOME 7YPFS OF GROUPS TO BE ELIGIBLE FOR
GROUP ACCIDENT AND HEALTH INSURANCE BUT ARE NOT ELIGIBLE FOR GROUP LIFE
INSURANCE.  THIS MAKES IT MORE EXPENSIVE FOR THE GROUPS TO PURCHASE GROUP
ACCIDENT AND HEALTH INSURANCE AS OFTEN AS INSURANCE IS PURCHASE) AS A
PACKAGE (HEALTH/ACCIDENT' AND GROUP LIFE INSURANCE ARE SOLD TOGETHER).
THESE STATUTES ARE REPEALED TO ALLOW MORE FLEXIBILITY.

ALV



3) AS 21.48.090 WHICH IMPOSES MAXIMUM AMOUNTS OF GROUP LIFE INSURANCE
WHICH MAY BE EXTENDED TO THE DEPENDENTS OF COVERED EMPLOYEES OR MEMBERS
OF A GROUP IS REPEALED. REASON FOR REPEAL - GROUP INSURANCE IS PRIMARILY
AN EMPLOYEE BENEFIT AND MAY BE SUBJECT TO COLLECTIVE BARGAINING.  THE
STATE SHOULD NOT [IMPOSE ANY ARTIFICIAL BARRIERS IN THE NEGOTIATION OF
EMPLOYEE BENEFITS.

A) IN GENERAL, AS 21.48 REQUIRES THAT THE PREMIUM CANNOT BE ENTIRELY
PAID BY EMPLOYEE CONTRIBUTIONS.  THE PROPOSED LANGUAGE REMOVES THIS
REQUIREMENT AS THIS RESTRICTION CAN IN EFFECT BE MADE MEANINGLESS IF THE
EMPLOYER CONTRIBUTES ONLY K TOWARD PREMIUM COST FOR EACH EMPLOYEE.
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Lance Wells & Associates |
National Bank of Alaska Building

301 West Northern Lights Blvd., Suite 600
Pouch 6273
Anchorage, Alaska 99502

Innee Wells APR 81883.
Paul Barton o0 2707658

M arch 29, 1983

Representative Joe Hayes
c/o W ally Kubley
Baranof Hotel Room 206
Juneau, AK 99801

RE: GROUP LIFE INSURANCE BILL OVERVIEW

Dear Representative Hayes:

At the present tim e, Alaska law prohibits associations from
entering into group life insurance programs. As you probably
know, significant advantages can be gained by grouping

individuals associated through common work or other common groups

in order to increase the volume and obtain volume discounts in
the purchase of insurance. The b ill with which you have been
presented was prepared by the Department of Insurance and they
are supportive of the measure. | f this b ill becomes law it
w ill allow the pilots and other associations in the state to
participate in group life insurance programs which w ill result in
significant decrease in premiums for their respective members.

Lance W ells
Executive Director

LW:cs

cc: Kent Lee Woodman
B> ard Members of AACA



