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IN THE HOUSE

BY THE HOUSE SPECIAL —  
COMMITTEE ON STATE LOANS

CS FOR HOUSE BILL NO. 530 (Loans)

IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

A  BILL . \,v
•• ■ • i-iti-

For an Act entitled: "An Act relating to refinancing loans under the

for an effective date." .

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

* Section 1. 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, including graduated payment mortgage loans, mad e  for 

the purchase, improvement, or rehabilitation of residences.

* Sec. 2. AS 18.56.093(f) is amended to read: "  .

(f) In this section and in AS 18.56.099,

(1) "graduated payment mortgage loan" means a mortgage loan 

the terms of which provide for monthly principal and interest payments

special mortgage loan purchase program: and providing

which

(A) during the first year of the mortgage loan are^

lower than the monthly principal and interest payments that would 

be required under 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;

(2) "mortgage loan" includes a beneficial interest or

CSHB 530(Loans)



participation in a mortgage loan;

[(3) REPEALED]

(3) "refinancing loan" means a loan refinancing either a 

first or second mortgage loan purchased under (a) of this section or a 

loan for which the interest rate is established under AS 44.47.410(a) 

through another mortgage loan the amount of which may not exceed the 

unpaid balance of the loan being refinanced plus closing costs; 1 . ;

(4) "residence" means an owner-occupied, single-family 

residence, including a mobile home, or an owner-occupied duplex, 

triplex or fourplex.

* Sec. 3. This Act takes effect immediately in accordance with AS 01.- 

10.070(c).

CSHB 530(Loans) -2-





L O W  DATE

10/20/62 - 2/83

Principal & Interest 

Reserves

12 3/4% on First 590,000 

16.59% on balance

Today's Rates

Principal ft Interest 
Reserves

10% on First 590,000 
11.2% on balance

SAVINGS

ALASKA HOUSING FINANCE CORPORATION

SAVINGS REALIZED FROM PROPOSED REFINANCE BILL
(HB 530)

MONTHLY PAYMENT SCHEDULE 
ON

LOAN AMOUNTS 
$110,000 - $130,000 •

$ 1 1 0 , 0 0 0

$ 1,227.60 

150.00

1,377.60

$ 965.82

150.00

1,135.82

$ 241.78

■SB

5 1 2 0 , 0 0 0

$ 1,362.72 

150.00

1,512.72

$ 1,075.44 

150.00

1,225.44

$ 287.28

v-V >  Exhibit B

$ 130,000

$ 1,501,89 

150.00

1,651.69

$ 1,177.15 

150.00

1,327.15

$  3 2 4 . 7 4



SAVINGS REALIZED FROM PROPOSED REFINANCE BILL
(HB 530)

MONTHLY PAYMENT SCHEDULE 
O N

LOAN AMOUNTS 
J110,000 - *130,000

ALASKA HOUSING FINANCE CORPORATION

LOAN DATE * 110,000

12/82 - 2/83
$

Principal &  Interest * 1,016.51

Reserves 150.00

10.125% on First *90,000
13.8% on balance 1,166.51

Today's Rates

Principal St Interest * 985.82

Reserves , 150.00

10% on First 590,000

11.2% on balance 1,135.82

SAVINGS • 30.69

$ 120,000 * 130.000

* 1,131.48

— f — -

* 1,250,34

150.00 150.00

1,281.48 1,400.34

* 1,075.44 * 1,177.15

150.00 150.00

1,225.44 1,327.15

56.04 ) - 7 ? y i q _
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A L A S K A  M U T U A L  B A N K

February 12, 1986

Honorable A1 Adams, Chairman 
House Finance Committee 

P.O. Box V
Juneau, Alaska 99811 

Dear Representative Adams:

Alaska Mutual Bank strongly supports House Bill 530 giving Alaska Housing 
Finance Corporation (AHFC) the ability to refinance existing AHFC loans. 
We currently service 1358 loans totaling $149,200,000 that have interest 
rates of 11?i or higher. We service 3606 AHFC loans totaling
$371,891,000 which are ABE structured mortgages requiring payment 
increases that have either already gone into effect or will do so in the 

very near future.

This refinance program will enable homeowners to reduce their monthly 
housing expense and delay, for a period of time, the increases required 

under an ABE structured loan. A reduction in interest rate for the 
borrower will mean a reduction in subsidy dollars paid by the State.

We urge you to enact legislation authorizing AHFC to purchase refinance 
mortgages. A loan program designed to reduce the consumer's housing 
expense and, at the same time, reduce state expenditures can only serve to 

benefit all citizens of the State.

Thank you for your attention to this matter.

Vice President

KM:rm

Telephone (907) 338-7890 -1300 If.' Urnion llh d. - I! O. Hox 1-9003 - Anchorogo.Alasha 99309-9003
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February 11, 1986

Honorable A1 Adams, Chairman 
House Finance Committee 
Alaska House of Representatives 
Pouch V
Juneau, Alaska 99811 

RE: House Bill 530 amending AS 18.56.098

Dear Representative Adams:

It is not often we have an opportunity to do something which 
all Alaskans. House Bill 530 gives us this opportunity. By 
refinancing of existirg AHFC loans and allowing inclusion of 
in the new loan, we feel this bill would provide m^ny benefits.

First, to the homeowners. Many homeowners obtained AHFC loans during times 
of high interest rates. Concurrent with those high rates, the ABE structure 
was created, as a way to keep the rates as low as possible. Therefore, there
are many homeowners who not only have a loan with an interest rate higher
than is available today, but in addition, a loan on which the 57. annual 
increase under the ABE structure either has or will soon take effect, -further 
increasing monthly payments on their homes. House Bill 530, if enacted 
quickly while rates are down, would allow these homeowners to reduce monthly 
payments immediately because of reduce' interest rates. By writing a new 
loan on a 30-year amortization, the homeowners would also benefit by 
lengthening the term of the loan and by deferring the 570 increase under the
ABE structure until the 4th year of the new loan. The net result and
immediate benefit to homeowners is to increase their spendable income. An . 
additional and important benefit is that by. reducing mortgage payments, 
homeowners will encounter less difficulty in meeting their mortgage payments, 
which should result in lowering the number of delinquencies and homes lost 
due to foreclosure. Finally, the homeowner would, in most instances, exchange 
a non-assumable loan for one which is assumable. The State of Alaska would 
also benefit by reduction of subsidy costs.

Another benefit would be infusion of these "saved" dollars into the Alaska 
economy, dollars which currently go to Investors outside the State. Passage 
of the bill would also result in increased activity in mortgage- 
related fields, which could increase employment in those fields.

is good for 
allowing 
closing costs

QEE.CES S ’iTEWiDE



Honorable A1 Adams, Chairman 

February 11, 1986 

Page 2

W e  applaud the efforts of the members of the Alaska Legislature in considering 

this bill and urge rapid action in order to provide refinancing while AHFC 

is able to obtain funds at low interest rates.

S  -

L
Vice President



Alaska Pacific Mortgage
A KeyCorp Affiliate

Post Office Box 100420 
Anchorage. Alaska 99510-0420 
(907) 562-6100

February 11, 1986

Honorable A1 Adams, Chairman 

House Finance Committee 
Alaska State Legislature 
P.O. Box V
Juneau, Alaska 99511 

Re: HB 530

Dear Representative Adams:

Alaska Pacific Mortgage wishes to express support for HB 530. We 
feel that the immediate passage of this bill will allow the consu­
mers to take advantage of the currant market low interest rates.

In addition the consumer will benefit by lower payments, assumable loans 
and putting off for another three years the ABE (Alaska Building Equity) 
5% increase that occurs in years four through nine.

Also this refinance could lower the cost of Alaska Housing Finance 
Corporation by paying off older and higher cost bond issues more 

quickly.

Lastly, this refinance program could help stimulate the Alaska real 
estate industry. The ripple effect throughout our economy would 
be very beneficial and could potentially impact other sectors. We 
wish to again stress the importance of a timely enactment of this 
bill to allow benefits from the current low interest rates.

Thank you for this opportunity.

Sincerely,

Jon R. Boyd 
President

J R B / m c

j O - r r5CORP

Involved. Innovative. Professional.



A L A S K A  M O R T G A G E  B A N K E R S  A S S O C IA T IO N
P.O. BOX 4-2691 /ANCHORAGE, ALASKA 99509

February 12, 1986

Honorable A1 Adams, Chairman 

House Finance Committee 

P.O. Box V
Juneau, Alaska 99811 

Dear Representative Adams:

The Alaska Mortgage Eankers Association (AMBA) supports the enactment of 
House Bill 530 enabling Alaska Housing Finance Corporation (AHFC) to 

purchase refinances of AHFC mortgages.

The benefit of an AHFC refinance program are clear and far-reaching. A 
homeowner could reduce their monthly housing expense substantially under 
the new program in light of interest rate reductions over the past few 
years. The State of Alaska could greatly reduce the amount of subsidy 
dollars paid on existing AHFC loans. The general economy •/ill be 
strengthened because consumers will be able to apply less of their income 
to housing expense and, therefore, put their money to work in other 
segments of the Alaskan economy. Consumers who are now experiencing 
difficulty making their payments because of increased house payments under 
an ABE structured mortgage or increases in other living expenses will now 
be able to better afford their home and keep their mortgages current. A 
reduced inventory of Real Estate Owned (REO) by institutional investors 
will assist in the recovery of the housing market, in general.

We strongly urge your passage of this bill as it truly represents a 
benefit tc. all citizens of the State of Alaska.

Thank you for your time.

Sincerely,

PMC:rm



AL A S K A  H O U S I N G  FINANCE C O R P O R A T I O N  

R E F I N A N C I N G  PROPOSAL 

A N A L YS I S  OF POT E N T I A L  INTEREST R ATE S A V I N G S

Es t i m a t e d  a v e r a g e  level of 

subs i d y  prior to r e f i n a n c i n g 4.50%

E s t i m a t e d  avera g e  level of 

subs i d y  subseq u e n t  to r e f i nancing 1.25%

E s t i m a t e d  d e cr e a s e  1n level of subsidy 3.25%

Based upon the above, for each $100 m i l l i o n  of r e f i n a n c i n g  activity, the 

re duction 1n the level of s u b s i d y will result 1n an annual savings of 

$3,250,000.

The savings to th e  Corporation, w h i l e  a c c r u i n g  f r o m  t h e  d at e  of the 

refinance, beco m e s  a v a i l a b l e  to AHFC only upo n c o m p l e t e  r e ti r e m e n t  of a 

p a r t i c u l a r  Issue of bonds. This 1s the case s i n c e  the m o rtgages, and the 

funds related to their earnings and pre p a y m en t s ,  r e m a i n  pledged to the 

bond Issue until the last b o n d h o l d e r  has been paid off.

W h i l e  the re f i n a n ci n g  a c tivity wil l  a c c e l e r a t e  th e  d a t e  w h e n  the c o m p l e t e  

r etirement of a parti cu l a r  high rate bond Issue 1s a c c o m p l i s h e d ,  the 

financial b e n e f i t  of the r e f i n a n ci n g  1s "tied up" until then. Prior to 

the c o m p l e t e  r e t i r e m e n t of the Issue, what e s s e n t i a l l y  1s o c c u r r i n g  1s a 

r e i n v e s t m e n t  of the m o r t g a g e  loan principal p r e p a y m e n t s  received p u r s u an t  

to the r e f i n a n c i n g  at the rate of Interest being paid on the bonds.

For most  of t h e s e  bond Issues, th e  final r e t i r e m e n t  d a t e  will be moved 

forward f r o m  1990 or 1991 to 1988 or 1989. At t h a t  time, t h e  C o r p o r a t i o n 

will have paid off the bonds and the b al a n c e  of t h e  loans p l e d g e d  to the 

Issue will be released from t heir pl ed g e  to the b o n d h o l d e r s  and a v a i l a b l e  

to the C o r p o r a t i o n  for c o n t i n u a t i o n  of the S p e c i a l M o r t g a g e  Loan P u r chase 

Program.

It 1s Imp o r t a n t  to n ote that w h i l e  this e f f e c t i v e l y  r e p r e s e n t s  a return 

of the original u p - front subs i d y related to the pool of loans pledged to 

that p a r t i c u l a r  bond Issue, 1t 1s g oing to be re c e i v e d  1n t h e . f o r m  of 

m o r t g a g e  loans as opposed to c a s h  or liquid I n v e s t m e n t s .  T h e  C o rp o r a t i o n  

w o u l d  e x p e c t  to use these m o r t g a g e  loans to f a c i l i t a t e  the fi n an c i n g  of 

fu t ur e  loan prod u c ti o n  1n m u c h  the same m a n n e r  as they w e r e  o r iginally 

Utilized.
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I N T E R E S T R A T E i

O R I G I N A L  

L O A N  A M O U N T

1 1% 202 1 3 , 4 7 6 , 1 0 0 . 0 0

1 2 % 1 11 7 , 1 1 5 , 5 0 0 . 0 0

1 3 % 3 3 9 3 , 8 5 0 . 0 0

1 4 % 2 2 6 5 , 0 5 0 . 0 0

1 5 %

-

2 3 4 6 , 2 5 0 . 0 0

I N T E R E S T R A T E i

O R I G I N A L  

L O A N  A M O U N T

12% 111 7 , 1 1 5 , 5 0 0 . 0 0

13% 3 3 9 3 , 8 5 0 . 0 0

1 4 % 2 2 6 5 , 0 5 0 . 0 0

15 % 2 3 4 6 , 2 5 0 . 0 0

I N T E R E S T R A T E £

ORIGIN..., 

L O A N  A M O U N T

13 % 3 3 9 3 , 8 5 0 . 0 0

14 % 2 2 6 5 , 0 5 0 . 0 0

15% 2 3 4 6 , 2 5 0 . 0 0

P R I N C I P L E  B A L A N C E  

1 3 , 3 0 4 , 9 7 2 . 6 2

6 , 9 5 8 , 9 8 9 . 4 0

3 8 5 , 3 0 9 . 8 2

2 6 2 , 5 0 8 . 3 2

3 4 3 , 3 9 5 . 1 4

2 1 , 2 5 5 , 1 7 5 . 3 0

P R I N C I P L E  B A L A N C E

6 , 9 5 8 , 9 8 9 . 4 0

3 8 5 , 3 0 9 . 8 2

2 6 2 , 5 0 8 . 3 2

3 4 3 , 3 9 5 . 1 4

r v x j o j w > ^ < u _

7 , 9 5 0 , 2 0 2 . 6 8

P R I N C I P L E  B A L A N C E

3 8 5 , 3 0 9 . 8 2

2 6 2 , 5 0 8 . 3 2

3 4 3 , 3 9 5 . 1 4

/  ^ s u X i d

' " V b  (VQ^vvvft^O

991,213.28



mortgage loans has dropped s u b s ta n t ia l ly . Since May 17 , 1985, the in te re s t
. •" ' •• • **■

ra te  on the subsid ized  p o rtio n  o f  mortgage loans purchased by the Corporation  
has been “10%, the lowest ra te  perm itted by S ta tu te  un less  the cost o f funds i s  
below 10%. When AHFC f i r s t  accessed the taxab le  bond market in 1981 to  
continue to  p rov ide financing  fo r  the loan  program in i t ia t e d  by the L eg is­
la tu re  in  the p rev iou s y e a r , i t  did so at a t o t a l cost o f  17.05% . Subsequent 
bond s a le s  re su lte d  in  cos ts  a t ra te s  as high as 19.4% . During th is  period  o f  
e sc a la t in g  in te re s t  ra te s , the in te re s t  ra te  on the subsid ized  p o rtion  o f  a 
mortgage loan  ro se  to  12.375% with blended ra te s  on lo an s in excess o f  $90 ,000
reaching as high as 15-1/2% . The le v e l o f  subsidy (d i f fe re n c e  between the
C o rp o ra tio n 's  c o s t o f  funds and the subsid ized  r a t e )  p rovided by AHFC during 
th is  period  exceeded 7%.

The la s t  taxab le  bond issue so ld  by the C orpora tion  re su lted  in a t o t a l 
cost o f  11.23% and a re s u lta n t le v e l o f  subsidy o f  1 .23% . This s ig n i f ic a n t  
reduction in  in te re s t  ra te s  has been a boon to the S ta te  and AHFC in  that the 
cost to operate the lo an  program is  g re a t ly  reduced. However, fo r  those 

r  in d iv id u a ls  who purchased th e ir  homes during the pe riod  o f  high in te re s t 
ra te s , the re does not c u r re n t ly  e x is t  a way fo r  them to  d ir e c t ly  b en e fit  from 
th is  r a l l y  sh o rt o f s e l l in g  th e ir  cu rren t home and purchasing another home = 

with financ ing  provided by AHFC. This un fo rtuna te  s itu a t io n  re s u lt s  from the 
C o rp o ra tion 's  la c k  o f  s ta tu to ry  a u th o rity  to purchase mortgage loans the 
purpose o f  which was to  re fin ance an e x is t in g  lo a n .

Alaska Hous i ng  Finance Corporation's (the "Corporation") cost of funding



The Corporation is seeking statutory authority to purchase loans made to

refinance existing higher rate debt. Implementation of such a program would

obviously benefit a significant number of homeowners through a reduction in 

» * 
monthly mortgage payments and would additionally provide a number of economic

benefits to AHFC and the State. As of January 1756, AHFC held 9,167 loans

aggregating almost $1 billion with an interest rave1 o f  11.25% or greater. The

lower interest rates combined with other borrower benefits listed below will

result in a substantial portion of these borrowers rafjinancjng their loans if

such a program were to be made available through

Benefit to the Borrower

- The average borrower under a refinance qtogram should achieve a 

savings in their monthly payments of «£DrcKirc>ate?!y $150 to $175 per 

month.

- The majority of the loans expected ifo be r.«f:!.'disced under the program 

would be of a type requiring increases in the payments beginning in 

the fourth year. While these increases will be applied to the 

principal balance of the loan, the>, will result in the borrowers 

having less funds available to meet ol;hi£ living expenses. The new 

loan provided the borrowers would also have the increasing payment 

structure; however, an additional 3 years "grace" period would be 

provided.



- Loans purchased by AHFC subsequent to August 1985 can be assumed.

Virtually all of the loans likely to be refinanced are subject to a

"due on sale" clause requiring the loan to be paid off if title is 
%

transferred. In addition to achieving a lower interest rate and 

reduced monthly payments, the borrowers would be "exchanging" a 

non-assumable loan for one permitting qualified assumptions.

Benefit to AHFC

- The mortgage loans owned by the Corporation with high interest rates 

were financed by AHFC bonds with even higher costs. The prepayment 

amounts can be used directly to retire the high cost bonds. These 

bonds are generally not able to be paid off with other than principal 

repayments on the loans pledged as collateral. The net result is the 

retirement of a loan subsidized at a minimum level of 3% and more 

likely 5% to 7% and substituting it with a loan with a subsidy level 

of 1.24%.

- A decrease in the interest rate and corresponding reduction in monthly 

payments will decrease the likelihood of borrower default. A borrower 

struggling with payments based upon a 13% loan will be more able, and 

psychologically more inclined, to keep their loan current.

-  3 -



- Assuming approximately one-half of those borrowers with an interest 

rate in excess of 11-1/4% refinance with an average savings in monthly 

payments of $175, an extra $10,500,000 each year will be available for 

injection directly into the Alaskan economy. Since this is cash in 

residents',pockets which would have otherwise been passed through to 

Wall Street investors, it will impact virtually all sectors of the 

economy at a time when it is needed most.

Program Criteria

- Refinancing would be restricted to existing AHFC loans.

- The new loan amount would be limited to the principal outstanding on 

the existing loan plus costs associated with the refinancing.

- Maximum loan-to-property value ratios applicable to the refinance 

loans will be as follows:

• TOPES OF MORTGAGE INSURANCE 

Conventional 90%

FHA 95% to 97%

VA 100%

- A complete loan package w ‘,11 be required in connection with obtaining 

a new loan. A new property appraisal will be necessary and the 

borrower's credit worthiness and ability to meet financial obligations 

will need to be documented.

Benefit to the State



Presently the Alaska Housing Finance Corporation does not have a program that 
allows current AHFC borrowers the option of refinancing their existing home 
loans. This is an undesirable situation because interest rates have dropped 
substantially lately, and if refinancing of AHFC loans were permitted, both 
borrowers and AHFC could achieve considerable savings. For instance:

« Currently, AHFC has nearly 10,000 loans totaling over $1 billion 
at an interest rate of 11-1/8% and above.

• In the current market, interest rates to borrowers under AHFC's 
taxable program would range from 10% to about 10-5/8%, depending 
upon the size of the loan.

• Although it will vary depending upon a borrower's current interest 
rate, we estimate that the average current borrower with a mortgage 
interest rate of 11-1/8% and above should save about $200 a month 

in interest if they were able to refinance under AHFC's current 
loan programs.

■ All new AHFC loans are assumable, so in most cases a borrower would 

be refinancing from a non-assumable loan to an assumable loan.

• The majority of the loans expected to be refinanced under the
program would be of a type requiring increases in the payments 
beginning in the fourth year. While these increases will be 
applied to the principal balance of the loan, they will result in 
the borrowers having less funds available to meet other living 
expenses. The new loan provided the borrowers would also have the 
increasing payment structure; however, an additional 3 years 
"grace" period would be provided.

• AHFC also benefits .in two significant ways. First, since its

current cost of capital is lower than before, less subsidy is
needed per loan. Second, a decrease in a borrower's monthly 
payment will make it easier for a borrower to pay and, hence, 
decrease the likelihood of borrower default.

• Finally, the entire Alaskan economy should benefit, since the 
reduced monthly payment vould result in the borrowers having more 

money available to save or spend for other purposes.



Aladm H O U S I N C F I N A N C E  C O R P O R A T I O N

February 6, 1986

The Honorable Jim Duncan 
Alaska House of Representatives 
P.O. Box V 
Juneau, AK 99811

Dear Representative Duncan:

You requested an explanation of what effect the ability to refinance the 

Corporation’s existing loans will have on AHFC. I am unable to give a very 
precise estimate, since I don't know how many AHFC borrowers will choose to 
refinance.

According to various lenders, it will cost about 3% to refinance. Current 

interest rates for non-veterans will range between 10% and 10-5/8%, depending 
upon the size of the loan (9% for the first $90,000 for a qualified veteran). 
AHFC currently has approximately 10,000 loans totaling about $1 billion in 
principal balance at an inteLest rate of 11-1/8% and above, with about half of 
these loans at 12% and above. Based upon this, it seems safe to assume that 
at a minimum, a few thousand loans totaling a few hundred million will choose 

to refinance. On balance, it also seems safe to assume that the average 
borrower who decides to refinance will save $200 a month or more in mortgage 
payments.

Savings will, of course, also accrue to AHFC. The refinancing of an existing 
high rate mortgage loan will enable the Corporation to retire outstanding high 
rate bonds. The bond agreements generally allow early retirement of the bonds 
only from prepayments of the loans purchased with their original proceeds.
The example below demonstrates the savings to the Corporation in what is 
expected to be a typical refinance:

Existing
Bond
Issue

New
Bond
Issue

Total cost of funds 
Mortgage rate ($125,000 loan)*

Subsidy Level

19.153
14.250

4.903%

11.125
10.375

Savings to AHFC 4.153 (V/t?

* Based upon a subsidized rate applicable to the first $90,000 of the 
loan at 12.375% for the existing loan and 10% for the new loan.

Telephone (907) 276-5599
235 East 8th Avenue 

Third Floor
P.O. Box 101020 

Anchorage, Alaska 99510
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The above example demonstrates that for the remaining term of the loan, the 
Corporation will be reducing the difference between the coat of its borrowing 
and the rate the mortgage is paying by 4.153%. This represents an annual 
savings to the Corporation as a result of the refinancing in excess of $5,000. 
At the same time, the borrower has reduced their interest rate from 14.25% to 
10.375%, representing an annual interest savings of over $4,500,

The benefit of converting from high rate debt to current rates is being split 
between the borrower and AHFC. In the example above, the total savings is 
8.028% (existing bond cast of 19.153% less estimated current cost of 11.125%). 
This savings is split as follows:

The savings to the Corporation, while accruing from the date of the refinance, 
becomes available to AHFC only upon complete retirement of a particular issue 

of bonds. This is the case since the mortgages, and the funds related to 
their earnings and prepayments, remain pledged to the bond issue until the 
last bondholder has been paid off.

While the refinancing activity will accelerate the date when the complete 

retirement of a particular high rate bond issue is accomplished, the financial 
benefit of the refinancing is "tied up" until then. Prior to the complete 

retirement of the issue, what essentially is occurring is a reinvestment of 
the mortgage loan principal prepayments received pursuant to the refinancing 
at the rate of interest being paid on the bonds. Since these bonds have a 
yield to the investor as high as 18,375%, this reinvestment process has 
significant economic benefit to the Corporation.

For most of these bond issues, the final retirement date will be moved forward 
from 1990 or 1991 to 1988 or 1989. At that time, the Corporation will have 
paid off the bonds and the balance of the loans pledged to the issue will be 
released from their pledge to the bondholders and available to the Corporation 
for continuation of the Special Mortgage Loan Purchase Program.

It is important to note that while this effectively represents a return of the 
original up-front subsidy related to the pool of loans pledged to that 
particular bond issue, it is going to be received in the form of mortgage 
loans as opposed to cash or liquid investments. The Corporation would expect 

to use these mortgage loans to facilitate the financing of future loan 
production in much the same manner as they were originally utilized.

Reduced AHFC subsidy
Reduced mortgage rate to borrower

Total interest savings 8.028%
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I once again want to advise you of our strong support for your bill, H8530. 
In a time of some rather downbeat economic news, it's heartening to have 
legislation that will save Alaska's money, boost the economy, and save the 
State money all at the same time!

Please let me know if I can provide any additional information.

Sincerely,

Dr. Ronald D. Lehr 

Executive Director

RDL:lmg



EXCERPTS REGARDING INTEREST RATE PRO)ECTICNS

Economic Resear ch ,  January 1986 f rom Goldman Sachs.

’Wi th advance r e f und ing a c t i v i t y  cr imped by p o t e n t i a l  tax reform,  wi th  
l ong r a t es  and the y i e l d  curve a l r eady  d i s c oun t i ng  lower i n f l a t i o n  and
s h o r t - t e rm  r a t e s  than now e x i s t ,  wi th  n e g l i g i b l e  de a l e r  sho r t  p o s i t i o n s ,
wi t h  a d i scoun t  r a t e  cut u n l i k e l y  soon,  w i t h  economic a c t i v i t y  p i ck ing  up 
s l ow l y  but s u r e l y ,  and w i t h  implementat ion o f  Grarrm-Rudnan and subs tan­
t i a l l y  lower o i l  p r i c e s  a pp a r en t l y  taken f o r  granted,  t he re  is l i t t l e  o r  no 
room in c u r r e n t  y i e l d s  t o  wi t hs t and c o n t r a r y  deve l opments .  Because such 
comfor t  s h a t t e r i n g  events  seem u n l i k e l y  in the next month or two, bond 
y i e l d s  may f a l l  and the y i e l d  curve f l a t t e n  modes t l y  f u r t h e r ,  wi th  a
H i f f i c u l t - t o - t i m e  r e v e r s a l  now a more r e a l i s t i c  p r o s p e c t .  S h o r t - t e rm  
( 90 -day  d e a l e r - p l a c e d  commercial  paper ,  now 7 . 60%)  and l ong - t e rm ( 2 0 -  to
3 0 - yea r  m a t u r i t y  T r easu ry  i s sues ,  new around 9 . 40%)  i n t e r e s t  r a t es  seem 
l i k e l y  to  r i s e  7 5 - 1 0 0  bas i s  po in t s  above c u r r e n t  l e v e l s  t h i s  y ea r ,  wi th  
i nc r eas i ng  r i s k  that  t h i s  occurs  sooner  r a t he r  than l a t e r . ’

P r ospects  f o r  F i n a nc i a l  Markets in 1986 f r om Salomon B r o th e r s  Inc

’ As the U . S .  economy ga the r s  s t r eng th  dur i ng the s p r i ng  o f  next yea r ,  
however,  the d e c l i n e  in U . S .  i n t e r e s t  r a t es  w i l l  come to a h a l t .  This 
s l i d e  in r a t e s ,  which began in May 1984,  has occu r r ed  in the contex t  of  
s l ow U .S .  economic growth -  2 . 4% at  an annual  r a t e  s i nce  the second qua r t e r  
o f  1984 - and mode ra t i ng  i n f l a t i o n .  The Fed wi I  I con t i nue to suppl y r e s e r ­
ves l i b e r a i l y  t o  the banking system, such that  emerging upward p r e s su r e  on
i n t e r e s t  r a t e s  w i l l  be modes t . However , the p r e s su r e  w i l l  become more p r o ­
nounced in the second h a l f  o f  1986 ,  when U . S .  economic growth is expected
to average about 4% at an annual  r a t e ,  and as the market s  a n t i c i p a t e
seve r a l  a dd i t i o n a l  deve lopments :  ' . . .

’ Under these c i r cumstances ,  l ong - te rm bond y i e l d s  a re  l i k e l y  to c l imb 
by 75 - 125  bas i s  po in t s  f r om t h e i r  lows reached e a r l y  in the y ea r .  Even 
though the Fede ra l  Reserve w i l l  e v e n t u a l l y  respond to these developments ,  
i t  wi I I be f o l l ow i n g  market  f o r c e s ,  r a t he r  than l eading*
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j Applause loud for new-mortgage bill
B y  JOHN' C R E E D  

Stall Writer 

A b ill a llow ing  A laskans to re f i ­
nance state-backed home loans to 
ta k e  advantage o f low e r In terest 
ra te s  should a lso  help A laska Hous­
ing  Finance Corp . batt le  its ris ing  
lo an  delinquency ra te .

• Th is is one o f th o ;e  few  b i lls  
w here everybody b c re fits ,"  sa id  
Ron  Leh r, executiv e d irec to r o f the 
A la s k a  H ous ing  F in a n c e  C o rp . 
"A H F C  ocne fits . the hom eow ner 
benefits, and the state a s  a whole 
benefits. I t ’s  a  win-win situation  a l l 
the way around ."

House B i l l  530, in trod u c ed  by 
Rep . Jim  Duncan, D -Juneau , would 
a llow  as m any as to ,000 hom eow ­
ners to seek new financing on m o r j 
than St b illion in loans issued by the 
A laska Housing F inance C orp ., the 
s ta te ’s chie f m ortgage len d e r. The 
new loans cou ld  a lso  be assum ed by 
subsequent buye rs o f the p rope rty .

" I  th in k it ’ s a  g rea t id ea , in te rm s 
o f ac tua l business c rea ted  fo r the 
s u p p o r t  p co - l e , ”  s a i d  l o c a l  
app ra ise r E . Ch ilton H ines. "The 
banks, the eng ineers, the tit le  com -
Eanies, app ra ise rs—a ll w i l l benefit 

ccausc o f the fee s in vo lv ed ."
The delinquency ra te  on  A laska 

Housing's loan s has risen  stead ily  
o v e r the past y e a r  to m o re  than R 5 
p e rc e n t , w h ich  now e q u a ls  tne 
n a t io n a l a v e ra g e , a c c o rd in g  to 
L eh r . That fig u re  rises above 7 per­
cent when ac tu a l fo re c losu re s  a re  
added to the lis t , he said .

"T h e  ave rage hom eow ner co'.ld 
save up to S200 a month in loan  pay­
m ents through th is p rop o sa l,"  L eh r 
said . , )  •

T h a t  s h o u ld  h e lp  p e o p le  
sta tew ide who m ay  be strugg ling  
aga in st d e fau lt on the ir loan s , he 
said , and those not s trugg ling  w ill 
have m ore  d o l la r s  to spend in the 
loca l econom y.

A la s k a  H ous ing  len t A la skan s 
m illio n s  o f d o l la r s  to buy houses 
while in te rest ra te s  soa red  in the 
e a r ly  1980s. T od ay , in a s low ed eco­
n om y  w ith m uch  low e r in te re s t 
ra te s , A laskans statew ide seem  to 
be pushing fo r the rc financcop tion .

" I t ' s  d e f in i te ly  a  p o s it iv e  de­
ve lopm en t,"  sa id  R ick  S o lic , a  rea l 
e s ta te  ag en t in  F a irb a n k s . " I t  
m eans A laska Housing is getting a 
lot m o re  fle x ib le . They a re  re a liz ­
ing to  rem a in  com petitive to  keep 
th e ir lending le v e l up because if 
they a r e  too s tric t and in fle x ib le , 
they won't be as a ttrac tive  a s  some 
nf the o the r loan p ro g ram s ."

The hom eow ner would bene fit . 
L eh r s a id , b ec au se  p eop le  who 
have financed th e ir homes a t I l ' . i  
o r  m o r e  c o u ld  s e e  p a y m e n t s  
slashed by as m uch as $200 a  month 
with re financing .

" I t  cou ld  help m any homeowners 
hang onto their houses,”  he said .

The m easure wou ld a lso benefit 
A laska Housing by  helping it r e ­
duce the state subsidy on individual 
loans. A laska  Housing subsidizes 
the f i r s t  $90,000 o f its home loans. 
The am ount o ( subsidy depends on 
the in terest ga rne red  on the W all 
.Street bond m a rke t.

R a tes have not a lw ays been the 
■■cst. F o r  exam p le , when A laska  
dousing fir s t  went into the ta xab le  
amd m a rke t on W a ll Street in l ‘J 3 l, 
nestate-owncd co rpora tion  pa id  17 
icrccnt in terest. L a te r , the cost o f 
nmc bond sa les soa red  io m ore 
..in io percent interest

A s  t h e  A l a s k a  e c o n o m y  a d ­
j u s t s  t o  d e c l i n i n g  o i l  r e ­
v e n u e s ,  A l a s k a n s  h a v e  
b e e n  d e f a u l t i n g  o n  m a n y  o f  
t h e i r  s t a t e - b a c k e d  l o a n s  in  
r e c e n t  m o n t h s .  A  b i l l  r e ­
c e n t l y  i n t r o d u c e d  i n t o  t h e  
L e g i s l a t u r e  w o u ld  a l l o w  
A l a s k a n s  t o  r e f i n a n c e  
A l a s k a  H o u s i n g  F i n a n c e  
C o r p .  l o a n s .  S t a t e - b a c k e d  
m o r t g a g e s  w i t h  t h e  l o w e s t  
d e l i n q u e n c y  r a t e s  a r e  
a d m i n i s t e r e d  b y  t h e  D e ­
p a r t m e n t  o f  C o m m u n i t y  
a n d  R e g i o n a l  A f f a i r s .

Consequently , hom cbuycrs w ere 
pay ing  m o re  than 12 percen t in ­
te re s t  on  th e  (s u b s id iz e d ) f i r s t  
$90,000 o f th e ir m ortgages and as  
high as lS ' i  percent fo r  any m oney 
they needed above S90.000, accord- 
big to o ffic ia ls . Tha t pushed lo an  
sub s id ie s  b y  A la sk a  Housing a s  
high as 7 percent, L e h r said.

In te re s t  ra te s  h ave  since su b ­
sided . A laska  Housing's most r e ­
cent ta xab le  bond sa le , fo r  exam -
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p ie , cam e in a t 11.23 percen t in­
te rest. That m eans AHFC 's cu rren t 
10-percent in te rest ra te  re fle c ts  a 
subsidy o f o n ly  1.23 percen t— fa r  
low e r than the e a r ly  19,-Os.

L ow e r subsidies reduce A laska 
Housing's operating  costs s lgn ifi- 
c a n tly .L o h rsa id .a n d A la sk a 's c c o - 
nom v should bene fit because sm a l­
le r  paym ents "w i l l give m any A la s ­
kans m o re  money to save o r  spend 
fo r  o th e r pu rposes ."

Econom ic tim es in A laska h ave  
changed w ith  the nation 's fa llin g  in ­
te re s t ra te s . As o i l revenues d e ­
c lin e . A la ska 's  g row ih  ra te  is co o l­
ing . Unem p loym ent has increased 
and som e hom eowners have begun 
to  lose th e ir jobs.

M any A laskan s a r c  a lso  los ing  
th e ir h om es. M ortgage de linquen­
cy  ra te s  h ave  stead ily  creepcd up to 
the nationa l ave rage  o v e r the past 
y e a r , w ith  m ob ile  h om e loan d e ­

fau lts  c lim b ing even h ig h e r. .
- A la s k a  H ousing  re fin a n c in g  Is 
o ffe red  as one way o f  he lp ing  the 
e c on om y , a c co rd in g  to  o f f ic ia ls  
who estim a te  that an e x t ra  $10.5 
m illio n  a  yea r co'Jd be in jec ted  into 
the sta te 's  economy.
. "S in c e  this is cash in  residen ts' 
pockets that v.ould o the rw ise  been 
passed th rough to W a ll S tre e t in ­
v e s to rs , it wUJ a ffe c t v i r t u a lly  a l l  • 
sec to rs o f th e  economy when it is 
needed m ost,"  L eh r sa id .

As o f  la s t m onth , the s ta te  he ld  $1 
b illion  worth o f loans w ith  in terest 
ra te s  h ig h e r th an  l iV i  p e rc e n t , 
acco rd ing  to s ta te  o f f ic ia ls . O v e r­
a l l ,  A la s k a  H ousing  h o ld s  53.301 
hom e loans w orth  som e $1.5 b illion .

R e financ ing  would be a v a ila b le  
on ly  on  the unpaid b a lan ce  p lu s ih c  
cost o f  re financ ing . • . .  .

H om e ow n e rs  w an tin g  to  r e f i ­
nance the ir p rop e rtie s  w ou ld  be re ­
qu ired  to  ob ta in  a  b rand -new  loan , 
m ean ing  the ir p rop e rty  w ou ld  have 
to be re -app ra ised  with the b o rrow ­
e r 's  c red it w orth iness sc ru tin ized .

T h e  lo c a l huusing  m a rk e t  has 
“ s t a b i l i z e d ”  o v e r  th e  p a s t  12 
m o n t h s ,  s a id  l o c a l  p r o p e r t y  
a p p ra is e r H ines.

“ P ro p e r ty  v a lu e s  o v e r the past 
y e a r have  been fa i r ly  s ta b le ,"  he 
sa id . " I n  som e ca ses , th e re  has 
been som e dec line . P eop le  in a  h u r­
ry  h av e  to  d iscount th e ir p r ic e ."

H a rd es t hit a rc  the h ig h e r p riced  
housing—$150,000 to$200,000, H ines 
said . ■

“ B e low  $100,000 seem s to  have 
held up  p re tty  w e ll , "  he sa id . "T h e  
la rg e s t num ber o f  people can  q u a l­
ify . T h e re 's  no s ign ifican t in c rease  
in v a lu e , but they a re  d e fin ite ly  In 
ti e h ighest d em and . B u t 1 th ink 
F a irb an k s  d e fin ite ly  has a  b righ t 
fu tu re in the housing m a rk e t ."  - .

Law m akers seek to increase eligib ility
A  b i ll a llow ing  A laskan s to r e f i ­

nance hom e loans a t low e r in terest 
ra te s  is re s tric ted  to  ex isting  A la s ­
k a  H ousing F in ance C o rp . lo an s ; 
but som e leg is la to rs  m a y  want to 
in c lude m o re  A laskans.

"T h is  is a perfect oppo rtun ity  to 
m ak e  su re  they don't neglect the 
c o n s t itu e n ts  1 r e p r e s e n t , "  s a id  
R e p . M ike D av is , D -Fn irb anks .

D av is  and othe rs wou ld  lik e  to see 
House B i l l 530 am ended to  include 
m o re  hom eowners in the 19th sta te .

T h e  o r ig in a l b ill, which is sche­
du led  fo r  hea rings In Juneau  M on­
d a y  an dT uesd ay , would re s tric t r e ­
fin anc ing  to  hom eow ners who have 
t h e i r  h om e s  f in a n c e d  th ro u g h  
sta te-owned A laska Housing.

A laskan s hold ing hom e loans s e ­
cu red  from  o th e r sou rces , such as  
f rom  the s la te  D epa rtm en t o f C om ­
m u n it y  a n d  R e g io n a l A f f a i r s ,  
w ou ld  be in e lig ib le  to  re fin an ce  
th rough  A la ska  Housing.

D C RA  bought about $50 m illion  in 
n on -con fo rm ing  housing loans in 
the s ta te 's  u rb an  a reas  in the e a r ly  
1980s.

' 'T h e y ’ re  not o u r lo a n s ."  sa id  
A H FC  spokesw om an D cnna Cline. 
"N on -con fo rm ing  loans would not 
be e lig ib le . Hut the L eg is la tu re  in 
the process cou ld  decide to  include 
D C R A ."

"W e  do look fo r  fa irn e ss  and t rv
* 0  irK lifi ' ’ 'M* ill I' lVO

equa l access to  o u r o i l w e a lth ,"  
said Sena te F - ’ s idcnt Don Bennett. 
"W e ' l l h a i e t c . .a k e  su re th is b ill is 
fa i r  to  ev e ry b od y ."

W hat is a non con fo rm ing  loan? 
One o f the m ore  com mon fea tu res 
Includes a  home with a  w a te r ho ld ­
ing ta nk , which a llow s fam ilie s  to 
have runn ing  w a te r w ithout d r i l l ­
in g  a n  e x p e n s iv e  w e l l .  N o n - 
con fo rm ing  hom es o re  p a rt ic u la r ly  
popu la r in the F a irb an k s  a re a , but 
they ex is t in u rb an  and ru ra l a reas  
throughout the sta te .

R e p .  N i l l o  K o p o n c n ,  D - 
F a irb a n k s , sa id  " m y th s "  abou t 
n on -con fo rm ing  housing  abound  
around the sta te .

" I t  docs not m ean sub standa rd  
h ou s in g ," lie sa id . “ I t  doesn't m ean 
It's  u n fin ish ed . And it c e r ta in ly  
doesn 't m ean it 's  u n liv c a b le . In 
m a n y  w a y s ,  I t ’ s  j u s t  m o r e  
A la sk an ."

One o f  th e  m o s t  c o m p e llin g  
r e a s o n s  h o m e o w n e rs  g o  n on - 
con fo rm ing  is cost. F o r  exam p le , 
wells in F a irb a n k s  can  cost m o re  
than $20,000. As an  a lte rn a tiv e , a 
holding tank system  can cost less 
than $2 ,000, and th e  cost can  be 
guaran teed  be fo re  n  is in s ta lled .

"D r i ll in g  a w e ll is a  c rap  sh oo t,"  
said Bennett. “ We have m any peo­
ple, in the ridge coun try  e spec ia lly , 
who cannot a ffo rd  a w e ll."

g iona l A ffa irs  s till hand les housing 
loans in the sta te 's ro ad le ss  a re a s , 
la s t y e a r the L eg is la tu re  moved the 
u rb an  non-con form ing hour .ng p o r ­
tion  from  D C RA  to A H FC .

A lm o s t im m e d ia lc 'y . In t e r io r  
A la s k a n s  fou n d  n on -con fo rm ing  
loan  app lica tions re je c ted  because 
A H FC  o ffic ia ls  changed the gu ide­
lines.

“ I 'v e  h e a rd  from  constituen ts 
that there s t i l l Is a p rob lem  getting 
n o n -c o n fo rm in g  lo a n s  th ro u g h  
A la s k a  H o u s in g , ”  s a id  D a v is . 
"T h is  b ill m ight be an opportun ity 
to  a lle v ia te  m any p rob lem s w ith  
u r b a n  n o n - c o n f o rm in g  lo a n s  
th roughout the s ta te ."

A laska  Housing has so f a r  bought 
25 non con fo rm ing  loan s rang ing  
Irom  $30,000 to $96,000 s ince it took 
o v e r  the p ro g ram  seven  m onths 
ago , C line sa id . Seventeen addition­
a l loans w e re re jec ted , she said , fo r  
va riou s  reasons . Only tw o were un­
accep tab le p rope rties . C lin e  said .

N on-con fo rm ing  housing is ancx - 
c c llc n t  r i s k  to  the le n d e r ,  sa id  
Koponen.

“ The fac t is. these houses a re  less 
e x p en s iv e  and  in v e ry  h igh d e ­
m an d ,"  he sa id . “ And the people 
who buy them  a re  som e o f the most 
s ta b le , long tim e A la skan s in the 
s la t e ."

The current interest ra te  fo r con-

ka Housing is 10 percent fo r the f i r s t  
$90,000, and 11.2 percen t fo r  any  
m oney above $90,000. ' # v . r V .  r *

B e fo re  DCRA lost the p ro g ram  to 
AHFC  la s t ye a r , D C RA  had Issued 
m e r e  t h a n  8 0 0  u r b a n  n o n -  
c o n fo rm in g  h ou se  lo a n s  w o r th  
some $51.6 m illion . 1

A la sk a  Housing o ffic ia ls  d iscou r­
age non -con fo rm ing  housing loans 
fo r w v a r ie ty  o f  reasons , th e  m ain  
one b e in g  th a t n o n -c o n fo rm in g  
loans cannot be so ld  on the W a ll 
S tre e t bond m a rk e t , so  th a t the 
loans m ust be m ade from  d ire c t 
leg is la tive  app rop ria tions.

A la s k a  H ousing  o r ig in a lly  r e ­
ceived a  to ta l o f about a  h a lf-b i llio n  
d o l la r s  in  le g is la t iv e  a p p ro p r ia ­
tions to  d a le  and have secu red  ab ­
out $1.5 b illion  fo r  in housing loan s 
in the sta te .

A ccording to H ank Hodge, loan  
m anage r in DCHA 's housing d iv i­
sion, D C RA  loans a re  backed from  
d ire c t le g is la t iv e  a p p ro p ria t io n s  
and not by bonds on  W a ll S tre e t . 
But he sa id  the p rog ram  is a  " r e ­
v o lv in g "  fund, which m eans new 
loan s a r c  issued f rom  p aym en ts  
com ing in on ex isting loans.

A s o f  D e c . 3 1 .  u r b a n  n o n -  
con fo rm ing  housing's de linquency 
r a t e  w a s  le s s  t h a n  1 p e r c e n t ,  
accord ing  to D C RA 's  Hodge. R u ra l 
•"'n i-'iftirm -r. ■ ra ie o  ire * l ig h l lv
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Introduced: 1/31/86
Referred: House Special Committee on
State Loans and Finance

B Y  D U N C A N , M . M . M I L L E R , S U N D ,
IN T H E  H O U S E  M A R R O U ,T A Y L O R  A N D  L A R S O N

H O U S E  B I L L  NO. 530 

IN T H E  L E G I S L A T U R E  OF  T HE S T A T E  O F  A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N  

A  B I L L

For a n  A ct e n t itled: " A n  A c t  r e l a t i n g  to the s p e c i a l  m o r t g a g e  l o a n  p u r­

chase p r o g r a m . "

BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF ALASKA:

* S e c t i o n  1. A S  1 8 . 5 6 . 0 9 8 ( a )  is a m e n d e d  to read:

(a) T h e  c o r p o r a t i o n  s h a l l  e s t a b l i s h  a s p e c i a l  m o r t g a g e  l oan 

p u r c h a s e  p r o g r a m .  U n d e r  the s p e c i a l  m o r t g a g e  loan p u r chase p r o g r a m ,  

the. c o r p o r a t i o n  m a y  p u r c h a s e  r e f i n a n c i n g  loans or  first o r  s e c o n d  

m o r t g a g e  loans, i n c l u d i n g  g r a d u a t e d  p a y m e n t  m o r t g a g e  1r>ans, m a d e  f or 

the p u r c h a s e ,  impr o v e m e n t ,  o r  r e h a b i l i t a t i o n  of  r e s i d e n c e s .

*  Sec. 2. txo 1 8 . 5 6 . 0 9 8 ( a )  is a m e n d e d  to read:

(f) I n  this s e c t i o n  a n d  in A S  18.56.099,

(1) " g r a d u a t e d  p a y m e n t  m o r t g a g e  loan" m e a n s  a m o r t g a g e  l oan

the terms of w h i c h  p r o v i d e  f o r  m o n t h l y  p r i n c i p a l  a nd i n t e r e s t  p a y m e n t s  

w h i c h

(A) d u r i n g  t he first y e a r  of the m o r t g a g e  l o a n  are 

lower t h a n  th e  m o n t h l y  p r i n c i p a l  a n d  i n t erest p a y m e n t s  tha' w o u l d  

be r e q u i r e d  u n d e r  the t e rms of  a l e vel p a y m e n t  m o r t g a g e  l o a n  m a d e  

at the same i n t e r e s t  rate; a n d

(B) d u r i n g  s u b s e q u e n t  y e a r s  of the m o r t g a g e  l o a n  ar e  

g r a d u a t e d  to p r o v i d e  f o r  the same r e t u r n  ove r  the t e r m  of t he

loa n  t h a t  w o u l d  h a v e  b e e n  p r o v i d e d  b y  a level p a y m e n t  m o r t g a g e

lo a n  m a d e  at the same i n t e r e s t  rate;

(2) " m o r t g a g e  loan" i n c l u d e s  a b e n e f i c i a l  i n t e r e s t  or

p a r t i c i p a t i o n  in a m o r t g a g e  loan;
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1 (3) " r e f i n a n c i n g  loan" m e a n s  a l oan r e f i n a n c i n g  a first or

2 s e c o n d  m o r t g a g e  l oan p u r c h a s e d  u n d e r  (a) of thi s  s e c t i o n  t h r o u g h

3 an o c h e r  m o r t g a g e  loan the a m ount of  w h i c h  m a y  not e x c e e d  the u n p a i d

4 b a l a n c e  of the l o a n  b e i n g  r e f i n a n c e d  p l u s  c l o s i n g  costs: [Repealed]

(4) " r e s i d e n c e "  m e a n s  a n  o w n e r - o c c u p i e d ,  s i n g l e - f a m i l y

6 residence, i n c l u d i n g  a m o b i l e  home, or  a n  o w n e r - o c c u p i e d  duplex,

7 t r i p l e x  o r  fourplex.
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