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"An Act relating to the servicing of certain residential housing mortgage
loans purchased” by the Alaska Housing Finance Corporation.
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Alaska State Legislature

House
P.0O. BOX V
State Capitol
Official Business Juneau, Alaska 99811

TO: Members, House Labor and Commerce Committee
FROM: Rep. Randy Philli

DATE: March 13, 1987

RE: HB 112

As you may be aware, there have been a number of difficulties
experienced by Alaskans who have had their home mortgages
sold to out of state mortgage companies. I have introduced
HB 112 to provide seme protection for the consumer. It is
modelled after a recently adopted Minnesota law, which I have
attached. The main features of the bill are:

* Limited to AHFC mortgages

* The selling lender shall notify the mortgagor of the sale
no less than ten days after the actual transfer.

* Notification must include the name, address and telephone
number of the person who will assume responsibility for the
servicing, and accept payments for the mortgage loan.

* Notification must include a detailed written financial
breakdown including, but not limited to, interest rate,
payment amount and current escrow balance.

* The purchasing lender shall respond within fifteen business
days to written requests for information from a mortgagor.
A written response must include the telephone number of a
company representative who can assist the mortgagor.

* Payments made from an escrow account for taxes and
insurance must be made in a timely manner as they become
due, provided there are sufficient funds for payment. If
there is a shortage of funds the lender shall promptly
notify the mortgagor.

* If a lender fails to make payments, lender is liable for
actual damages caused by the failure to make payments when



due, as well as a $500 fine.

* The lender is permitted to make payments on behalf of ;
mortgagor, even if there are not sufficient funds in the
escrow account. @H

“0'

* If lender fails to comply with these requirements, the
lender is liable to the mortgagor for $500 per occurrence,
in addition to actual damages caused by the violation.

I believe that HB 112 will help alleviate some of the
problems which have been associated with the sale of
Alaskan®s mortgages to out of state mortgage firms.
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MINNESOTA
Regular Seoalon

Chapter 358, Laws 1986

House B ill Ho. 1984

AN ACT

relating to commerce; regulating securities;
regulating the assignment of certain real property
loans and the administration of certain escrow
accounts; providing certain exemptions; regulating
real estate brokers ?nc salespersons; modifying
re-examination requirements; providing trust account
requirements for licensees acting as principals;”
granting certain enforcement powers to the
commissioner; providing certain remedies; requiring
storage of abstracts of title within Minnesota;
amending Minnesota Statutes 19S4, sections 47.20,
subdivision 9; 80A.14, subdivision 18; 80A.15,
subdivision 1; 82.17, subdivision 4; 82.22,
subdivisions 3, 6, and 13; 62.24, subdivision 2;
82.26; 62.27, subdivision 1; 82.33, subdivision 2;
386.375; and Minnesota Statutes 1985 Supplement,
sections 80A.13, subdivision 1; 80A.15, subdivision 2;
and 82.19, subdivision 2; proposing coding for new law
in Minnesota Statutes, chapter 47.

SE. IT ENACTED SX THE LEGISLATURE OF THE STATE OF MINNESOTA;

Section 1. [47.205] [ASSIGNMENT OF MORTGAGE; DUTIES;

PENALTIES.]
Subdivision 1. [DEFINITIONS.] For the purposes of this

section, the terms defined in this subdivision have the meanincs

civen them.

(@) "Lender""means ail state banks and trust companies,

national bankinc associations. state anc federally chartered

savincs and loan associations, mcrtcace banks, mutual savincs

banks, 1insurance companies, credit unions makinc a loan, or any

person making a conventional loan as defined under section

47 .20, subdivision 2. clause (31 or cooperative aoa.-tment loan
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as defined under section 47.20, subdivision 2, deuce

celling lender” is C lender u50 sells, assicr.s, o: transfers

the servicing of a loan, to a "aurchasinc lender er a servicinc

I A

»

agent."
(b) "Loan"™ means all loans and advances of credit

authorised under section 47.20, subdivision 1, clauses (1) to

(41 and conventional loar.s as defined under section <7.20.

subdivision 2, clause (3) or cooperative fpartment loan as
defined under section 47.20, subdivision 2, clause (4).

(c) "Escrow account"™ means. escrow, a=encv, or similar

account for the payment of taxes or insurance premiums with

respect to a mortoaced one-to-four TfTamily, owner occupied

residence located in this state.
(c) "Person"™ means an individual, corporation, business

trust, partnership or association, or anv other lecal entity.

Subd. 2. (ASSIGNMENT OH SALS Or MORTGAGE LOANS.) If the

servicing of mortcaae loans financing one-to-four family owner

-occupied residences located in this state is sold or assigned to
another person;

(1) the selling lender shall _notify the mortcaoor of the

sale no less than ten davs after the actual date of transfer.

The notification must induce the-name, address, and telephone

nuitber of the person who will assume responsibility for

servicing and accept payments for the mortcaoe loan and the

notification must also induce a detailed written financial”

breakdown, including but not limited to, interest rate, monthly

pavwent amount, and current escrow balance;

(2) the purchasing lender shall 1issue corrected coupon or

payment books, if used, and shall provide notification to the

nortcaoor within 20 davs after the first pavment to the

purchasing lender is due, of the name, address, and telephone

number of the person fror. whom the mortgagor car, receive

and shall

information recardino the servicing of the loan,
9

inform the r.artcaoor of any chances made reoard inc the mortcace

escrow accounts or servicinc recuirements including, but not

limited to, interest rate, mcnth_.lv payment amount, and current
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1 escrow balance; and

(3) the ourchasinc lender shall respond -within 15 business

3 davs to a written request for information from a mortcaoor. A
1 fritter. response must include the telephone number of the

? comoanv representative who can assist the nortcaoor*.

6 Subd. 3. (ADMINISTRATION 0" ESCROW ACCOUNTS.) Each lender

7 reculrinc funds of a nortcaoor to be paid into an escrow account

8 for oavment of taxes or insurance premiums with resoect to a

9 mortcaced one-to-fcur far.ily owner occupied residence located in

10 this state shall make payments for the faxes or insurance from

11 the escrow account in a timelv r.anner as these oblicaticns
12 become cue proviced that funds paid into the account bv the
13 mortcaoor are sufficient for the payment. IT there is a
14 shortage of funds, the lender shall promptly notify the

15 mortcacor of the shortace. IT .the lender fails to make timelv

16 pavmt ts, the lender is liable to the mcrtcaoor for actual
17 camaces caused bv the failure to oav the amounts when cue anc Iis

IB sub-iect to penalties provided in subdivision 4, except that the

IS lender mav present anv leoal defense in anv subsecuent hearinc.
20 The lender is permitted to make a payment on behalf of the
21 mortcacor even thouch there are not sufficient funds in a

22 particular account to cover the payment.

23 Subd. 4. (PENALTIES.) If a lender fails to comply with the

24 Sktecuirements of subdivisions 2 and 3, t@-\].?nder is liable to

25 the mortoaoor for S500 per occurrence, in addition to actual

26's.dama9es caused by .rhp yiolafejrpnT

27 Sec. 2. Minnesota Statutes -1984, section 47.20,

28 subdivision 9, is amended to read:
r
29 Subd. 9. (1) “or purposes of this subdivision the term

30 "mortgagee'™ shall mean all state banks and trust companies,

31 national banking associations, state and federally chartered
32 savincs and loan associations, mortgage banks, mutual savings
33 banks, insurance companies, credit unions or assignees of the
34 above. Each mortcacee recuirinc fur.cs of a mortcacor to be paid

35 iInto an escrow agency or similar account for the payment of

36 taxes or insurance premiums with respect to a mortgaged one to
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AlgFka boroners
fume as acoounts
peddled Qutside

%ilf/%/\%%cmﬁe?s'“reporter L

nchorage resident Leonard Hamil-
ton said he doesn't anger easily, but
he got “really frosted" when earlier
.this year the Outside company ser-
vicing his home loan lost his month-

ly mortgage payment. o o
“They assumed I. didn’t send it, and they
did everything but accuse me of lying about it
when | said | did,” Hamilton said. R
.To make matters worse, Hamilton said he

had to straighten out the mistake over ..

long-distance telephone lines. The local bank
that previously handled his home loan — a
bank Hamilton said he choose for convenience
— transferred his Alaska Housing Finance
Corp. loan to Manufacturers Hanover Mort-
gage Corp. of Farmington Hills, Mich. That
firm services more than 360,030 home loans,
and is one of the largest mortgage companies
in the world. -

“What upsets me most is, this is an Alask
loan, but it’s being serviced outside the state,
by someone that | can’t just go and see and
resolve any issue | might have,” Hamilton
said. m .

Hamilton is one of hundreds of Aaska
homeowners who have discovered to their
surprise that the bank, savings and loan,
credit union or mortgage company they select
to close their home loan may not be the one
that services it over the years. And his is one
of a growing litany of complaints about the
service some of the giant Outside companies
provide. ...

In simpler times, homeowners borrowed
money directly from a local bank or mortgage
company. The mortgage stayed with the bank
until it was paid off. . «

4?1

But due to changes in the financial services
marketplace, lucrative home loan servicing”
portfolios now are freely traded among finan--.T,’

ciai institutions nationwide. .

What that means to borrowers, is an'institu-"

tion far from home may becollecting the
monthly mortgage checksand handling es-
crow accounts for taxes and insurance. Hom-
eowners have no say whether their mortgage
will be sold, or to whom. Borrowers &llé
Hamilton say that, as a result, they can n eF
be assured of the quality or convenience., "
service they will receive, no matter ho:

See Page H4, SOLD OTT

Candidates have

, 4

Well, one election down and one to go. Thg'
Alaska will have a new governor. Despite less
money, both Steve Cowper and Arliss Sturgu-
eewski upset the “known quanities” hi the
Primary election — defeating an incumbent
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SOLID OUT: Practice of s=llig o

Continued from Page H1

carefully they choose a local financial institu-
tion.

The practice has become widespread both
inside and outside Alaska. As the practice has
grown, it has touched off a controvery be-
tween homeowners who say they are entitled
to a say in what happens to their mortgage
and servicers who claim the right to sell
mortgages at will.

At the end of 1983, about S363 million in
home loans funded by AHFC were serviced by
Outside companies, about one out of 10 the
agency's total loans.

By last July, the value of loans serviced
Outside had increased to $888 million of the
agency's S4.3 billion in loans. That’s about one
out of five. Manufacturers Hanover alone
accounted for more than $547 million in AHFC
loans.

At least seven local lenders — Alaska
Statebank, First Guaranty Mortgage Compa-
ny of Alaska. Home Savings and Loan, Alas-
ka Continental Bank, Security National Bank,
City Mortgage Corp. and Alaska National
Bank of the North — now have so-called
"pass-through” agreements with Manufactur-
ers Hanover. Until recently, AHFC loans
closed by those institutions were transferred
automatically out of state, although borrow-
ers weren’t necessarily told at closing that
their loan would not be serviced by an Alaska
firm.

"There’s been a fundamental change in the
business in the last three years,"” said Don
Elliott, controller for the Alaska Housing
Finance Corp.

The reason is simple. Large companies like
Manufacturers Hanover can use computers
and economies of scale to reap long-term
profits from fees they are paid to service
home loans, and they are willing to pay tou
dollar to local institutions that originate the
mortgages.

Jim Crawford, president of Anchorage-
based City Mortgage, said some com'panies
will pay 700 percent of what a servicing
portfolio would earn in a year for the right to
take over those loans.

"And there’s no overhead. | can’t kick
about that, and | don’t see how you car
compete with that kind of pricing" by keeping
the loans.

City Mortgage, which Crawford describes
as kind of a home loan supermarket, services
some types of loans, and sells others, depend-
ing on what is most profitable for the compa-
ny. He said his firm tells buyers the loan may
be serviced elsewhere.

According to AHFC officials, many people
are initially angry when they leam their
mortgage has been sold without their consent,
but they settle down if the Outside servicer
does a good job.

Some people, however, have found dealing
with a large, impersonal Outside company to
be a frustrating and sometimes costly experi-
ence.

Gary Stiller was set to close on an assum-
able AHFC loan he had already qualified for
through a local lender. But after moving into
his new home, Manufacturers Hanover abrupt-
ly vetoed his application. Despite numerous
frantic phone calls to the company’s headquar-
ters, Stiller said he could not get a satisfacto-
ry explanation of why he was turned down.

“l never could get the boss to call me
back," he said. His loan was later approved
by a local lender.

"What really upset us was, they demanded
we send them $700 and some dollars to get a
credit check,"” Stiller said. Although he
thought the price was way too high, Stiller
said he sent them the money because he knew
his credit was good and he was anxious to
close on the house. After firing off some angry
letters, Manufacturers Hanover refunded half
of the money.

“I’ll never have anything to do with them
ever again," he said.

Another Anchorage resident, Don Seelinger,
suffered a nightmare of foul-ups when Home
Savings and Loan sold his mortgage to Manu-
facturer Hanover early this year.

The first problem cropped up when Seelin-
ger sent off his March payment. Shortly
afterward, Seelinger received urgent messages
from two different departments at Manufac-
turers Hanover. One letter, dated March 10,



s Outside steams Alaska borroners

told him his check had been received, but the
company didn’t know what it was for. The
other, dated March 13, notified Seelinger that
his payment was overdue and his account was
being assessed a S61 late fee. *

"l sent them a check, and they] didn’t even
know what to do with it," he said. The
problem went away — Seelinger doesn't know
exactly how it was resolved — but nut before
Manufacturers Hanover sent him jam ominous
delinquent mortgage notice.

About two months *later, Seelinger got
another nonsensical letter from Manufacturers
Hanover. This time, the company ;aid Alaska
Statebank had not provided any proof that
Seelinger’s home had the necessary property
insurance when the loan was transferred.
Seelinger’s loan had been transferred from
Home Savings and Loan, not Alaska State-

bank. | 1
“l finally said; the hell with them," Seelin-
ger said, "I had to have (the insurance) when |

bought the ho'use, and payments !for it are
included in the house payment. | told them,
‘'you prove that | don't have it.” "

Instead, Seelinger said the company pur-
chased a policy for him at a cost of inore than
$1,000 annually, even though he already was
covered by a policy cosv.ing $320 annually.
They sent him a bill, which he has never paid.

Representatives for ManufacturersHanover
said they resolved the problem-when Seelin-
ger furnished proof of insurance. They can-
celed the $1,000 policy and stopped billing
him. |

But Seelinger isn’t exactly satisfied.

“Had | had any indication this was going to
happen to me | would have done things
differently in the future, | have got to
have the assurance (from the bank that closes
the loan) that they won't transfer it out of the
state of Alaska."

That assurance, except in rare cases, cannot
be given, said Janet Frank,-residential finance
director for the Mortgage Bankers Associa-
tion, a national industry group.

"The point is, these things are freely
transferable, and they need to be for the.good
of the institution involved,” Frank baid.
Banks, savings and loans and other lenders

have the right to sell servicing portfolios, she
said, and must be able to do so if they need
cash.

Ralph Miller, a Manufacturers Hanover
senior vice president, acknowieged that his
company sometimes bobbles transactions. He
maintained his company’s record is as good as
any, and that in many cases the problems
originate with the selling institution, not
Manufacturers Hanover.

"When you look at the numbers we deal
with, you have to recognize there are going to
be some problems. You have to anticipate
them and do what you can to fix them. I think
we do a real good job in that respect.”

AHFC doesn’t have statistics to directly
measure the performance of Outside vs. in-,
state loan servicers.

Elliott noted just because a conmany is
located out of state doesn’t mean it does a bad
job handling local mortgages. For example,
the delinquency rate for loans handled by
Spokane Mortgage Co. is 6.26 percent, less
than the overall average of all AHFC servic-
ers of 9.92 percent. By comparison, the delin-
quency rate at Manufacturers Hanover is 13.19
percent, high enough to result in the suspen-
sion of the company from servicing any new
AHFC loans until the rate is reduced.

The problem has placed AHFC in the
position of trying to balance the needs of
borrowers and lenders. AHFC can bounce
from the program companies that do not
provide an acceptable level of service, and the
agency requires each Outside servicer to have
an in-state representative. Disgruntled hom-
eowners said local reps act as little more than
mail drops and are ineffective in problem-
solving.

But Lehr said the agency is hesitant to
restrict the sale of AHFC loans Outside.

"I’'m on the side of the borrowers,” Lehr
said. "But | have to think about the lending
community, too.” Because of the state’ trou-
bled economy, lenders may have cut back on
personnel and can no longer handle servicing.

“Sometimes they need to sell off those
things because they need the money pretty

Sea Page H-5. SOLD OUT
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badly," Lehr said.

In"some parts of the country, the practice
has produced more than grumbling.

An uproar irom borrowers in Minnesota
produced some legal protection for consumers.
The Minnesota law does nothing to restrict
sales. Mainly, it requires proper notification
to borrowers when mortgages are sold, a
service many institutions already provide. It
also makes servicers pay $500 penalties to
borrowers if tax or insurance payments aren't
made on time, or if the homeowner isn’t
notified.

State Rep. Randy Phillips, R-Eagle River,
plans to introduce legislation next year that
would go beyond the Minnesota law.

Phillips —whose own mortgage was sold to
an Outside company about 18 months ago —
said he wants to give consumers the right to
keep their loan in Alaska. Legislation now
being researched would require companies
contemplating the sale of a mortgage loan
portfolio to give each homeowner the option
of pulling his mortgage from the package
being sold.

And companies with pass-through agree-
ments would be required to tell borrowers
that their mortgage will be serviced elsewhere
before the loan is closed.

“l know the banks will come unglued" if
the legislation is introduced, Phillips said.
“But they’ve got to have some social responsi-

services, foreign

and pr(

against copyright anch patent
f

Striking a tough bargain-

the staunpaest supporter ui a
new rous of talks to mod-
ernize tm. 40-year-old proi v
dures of the General Agree-
ment of Tariffs and Trade.

tion

bnks buy W loans

bility."

"I think people should at least be given the
option. I'm paying good money for a product,
and | expect some company loyalty to me in
exchange for my loyalty."

Frank of the Mortgage Bankers Association
said any plan that allows individual hom-
eowners to decide who services their mortgage
is unrealistic, as are suggestions that individu-
al borrowers can prevent a mortgage from
being sold by demanding the lender sign a
written guarantee at closing.

"These loans are sold in bulk, so (loan
underwriters) are not going to be writing in
little clauses that differentiate one loan from
another,” she said.

Crawford said the best borrowers can do is
find out at closing if the company plans to
service the mortgage. If not, the borrower can
then decide whether to choose another loan
program or another lender.

No company can guarantee that
service the loan forever, he said.

"You may talk to banks, and they'll tell
you they are always going to service it. But if
their earnings go in the toilet, they'll sell it. |
wouldn’t believe anybody who said they
won't sell their servicing."

Frank said she thinks the reservations of
consumers will ease with time.

"The growth of the industry was a little
faster than could be supported,” she said. "I:
will take awhile to grow into it."

it will

Two candidates’styles differ

Continued from Page H1

itive, quick-on-the-trigger
than Arliss. His critics say
Steve has a temper, while his
advocates say, "Maybe so, but
he might yell at some folks
who need yelling at." Arliss,
on the other hand, has a
reputation for being more
cautious and analytical. Her
critics say she is more apt to
study a problem than "act"
on it. Her advocates say,
"Maybe so, but she is thor-
ough and fair."

Perhaps Cowper

tion.

fhst place.

is more

apt to stir the pot a little, just
to see what bubbles up, and
then adjust his course of ac-
Sturgulewski

more apt to think
about stirring the pot in the

/" —DISCOUNTED— *

to judge the most appropriat
temperament to the demand
of our times.

e Bradner publishe
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TROUBLED
PROPERTY?

Ifyou are facing foreclosure on'!
your real estate investment.-!
call us before you lose it. QS \
Troubled Real Eslalo Evalua-.j
lion Service (TREES) may save-4
your investment. We wifi givejj

may be-e
longer

Both approaches are posi-
tive or negative attributes,
depending on what one wants
from government under vary- Y
ing political and economic cir-
cumstances. Perhaps the vot-
ers’ task in November will be

Ist and 2nd you 30 minutes firee court
Deeds of Trust CaI'I %Jgavmlmum feeie51 C
Purchased 10 AR
Call ma Ca.ll Harl’y at mwwsn
T Homeowners National First
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Mortgage bank replies

A recent articie in the Daily News, "Sold
out: Alaska borrowers fume as accounts ped-
dled Outside,” indicates the confusion and
misunderstanding surrounding the mortgage
lending process and our operations. This con-
fusion exists nationally, and mortgage lenders
have to accept some responsibility for it.

Manufacturers Hanover Mortgage Corpora-
tion is a mortgage bank, which means we
allocate resources between an investor and a
homeowner seeking a mortgage loan. In turn,
this means we have a joint responsibility to
guarantee investors the most secure invest-
ment possible and to service mortgagers as
responsively as possible.

In Alaska, and throughout the U.S., we and
other mortgage banks also buy mortgage
loans from financial institutions and occasion-
ally acquire their servicing rights. Many
banks and S&Ls cannot take the risk of
keeping their own originated loans because of
interest rate fluctuations. A large number of
institutions are in trouble or have failed
because they made loans at 6, 8, or 10 percent
and them watched interest rates skyrocket to
14 and 16 percent. By selling mortgage loans
to mortgage bankers, banks and S&Ls not
only receive a cash payment (which gives
them funds for making more loans), but they
also avoid interest-related risk.

Further, many banks and S&Ls do not have
the resources to efficiently service their own
mortgage loans, an activity that is both
personnel and computer-intensive. In these
cases, it’s usually more cost effective for a
national servicer, such as MHMC, to handle
payments, escrows, pavoffs, delinquencies,
and foreclosures. For performing this service,
we’re compensated by the investor. We must
be doing something right: We’re the fourth
largest mortgage servicer in the U.S.

A word about foreclosure. Our delinquency
and foreclosure percentage is too high. This is
cause for both concern and regret; we too are a
major financial victim of every foreclosure.
But the reason for this problem reflects
directly on Alaska's present economic situa-
tion: Homeowners we and other institutions
assumed would be good credit risks have
proven otherwise. In retrospect, our under-
writing procedures should have been more
rigorous. On the other hand, the entire lend-
ing industry is witnessing the same situation
in every energy-based economy state — which
indicates that even the most thorough under-
writing cannot guarantee acceptable delin-
quency rates.

We have great raitn in Alaska and Alas-
kans. Which is why we’ve brought financial
resources of Wall Street to provide for Alaska
housing; why we've established on-site servic-
ing representation in Anchorage; why we’ve
established a major internal customer rela-
tions program to improve our responsiveness;
and why | and other senior MHMC executives
personally answer all customer calls and
letters addressed to us.

We’re not perfect. Mistakes happen and
we’re working hard to correct them. But I'm
extraordinarily proud of our people. Last
year, we originated twice as many loans as we
did the previous year and our payoff rate was
10 times what it had been. Imagine how this
unprecedented business explosion would af-
fect a local supermarket — or the air traffic
control system! Yet we were able to continue
handling our business volume, instead of
simply closing our Alaskan operations.

Certainly, we're in business to make a
profit. But we’re in business in Alaska be-
cause we also perform a service — for banks,
savings & loans, Alaska Housing Finance, and
ultimately, Alaskans who've dreamed of home
ownershjp.

— Warren J. Carr
President
Mauiacturers Hanover Mortgage Corporation



P.0. Box Y, Slate Capitol
Juneau, Alaska 99811-3100
Mail Stop 3100

(907)465-3991
October 15, 1985

MEMORANDUM

TO: Representative Randy Phillips

ATTN: Janet Seitz

FROM: Jay Livey

Legislative Analyst
RE: Laws Regarding the Out-of-State Sale of Mortgage Loan Servicing

Portfolios
Research Request 87.018

You asked that we research the laws of other states regarding the
out-of-state sale of mortgage loan servicing portfolios. Some mortgage
lenders sell mortgage loan servicing portfolios to other financial insti-
tutions rather than servicing all the loans that they originate. To the
consumer, this means that a financial institution other than the origina-
tor of their loan will be responsible for collecting monthly mortgage pay-
ments as well as processing any other paperwork involved with the mortgage
loan agreement. Currently, there are no laws in Alaska which restrict or
regulate the out-of-state sale of these servicing portfolios.

According to Mary Pfaff of the Mortgage Bankers Association of America
(MBAA), Minnesota is the only state that has enacted legislation concern-
ing the out-of-state sale of mortgage loan servicing portfolios. Minne-
sota law requires homeowners to be notified that their mortgage will be
serviced by another Tfinancial institution and imposes a $500 penalty on
mortgage servicers if they are negligent in servicing a loan.

Janet Frank, of the Mortgage Bankers Association of America, also noted
that the Association has adopted guidelines regarding the servicing of
mortgage portfolios. A summary of these guidelines follows:

1. Centers servicing mortgage portfolios should provide adequate
toll-free telephone service for borrowers.

2. An efficient procedure Tfor handling complaints should be
established.
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3. Simple assumptions (i.e.,those not requiring permission from an
investor) should be processed within 30 days.

4. If a borrower has an escrow account, tax and insurance bills
received Tifteen days before discount or penalty dates shculd be
paid by those dates. An escrow analysis should be completed on

each mortgage account annually to assure that sufficient funds
are available for iInsurance and taxes.

5. All mortgage payments should be processed within twenty-four
hours of receipt by the mortgage company.

6. If servicing is to be transferred, a notice of transfer should be
sent to the borrower by both the old and new servicers. The
notice should provide all the information needed by the borrower
to guarantee the efficient transfer of the servicing including:
name, address and phone number of new servicer, the effective
date of the transfer, Instructions concerning interim payments
and the name of a contact individual associated with the new
servicer.

We have been waiting to receive a copy of the Minnesota law pertaining to
the out-of-state sale of portfolios befcre completing this memorandum.

This law has not yet arrived; we will send you a copy when it does. In
the meantime, you should be able to obtain a copy directly from Lucille
Steets, President of the Alaska Mortgage Bankers Association. She can be

reached iIn Anchorage at the National Bank of Alaska (265-2860). Also, a
copy of the MBAA guidelines has been attached to this memorandum.

I hope that this information 1is useful. If you vrequire additional
research, please do not hesitate to contact us.
JL

Attachment
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MORTGAGE BANKERS ASSOCIATION OF AMERICA

Mortgage Servicing Guidelines

This document suggests general guidelines for the
performance of residential mortgage servicing. The Mortgage
Bankers Association of America recommends adherence to these
guidelines whenever possible. It recognizes however that the
practice of individual mortgage companies may vary for one or
more reasons, including local custom or regulations, the
pressure of year-end volumes, the impact of large transfers of
servicing, or the nonperformance of third-party vendors. 1In
recommending adoption of these guidelines, the MBA recognizes
that meeting the time frames for performance described herein
may not always be possible. The time frames do, however,
represent general guidelines of practice.

Customer Service

Mortgage companies®™ servicing centers should provide
adequate local, toll-free or collect-call telephone service for
mortgagors. Recognizing that every company will experience
periods of peak telephone volume (which will cause mortgagors to
get a busy signal), the number of incoming telephone lines
should be adequate to handle the average volume of calls.

Complaint Procedi..es

In any customer-related buf.iness, there are complaints.
Every company should have a well-thought-out procedure for
handling complaints promptly. Although some matters are complex
and therefore slow to resolve, complaint procedures should
provide (1) for an initial response to the mortgagor,
acknowledging the matter within five (5) business days, (2) for
continuous follow-up until the matter 1is resolved, (3) for
notice of the resolution of the matter to the mortgagor, and (4)
for regular reporting to senior management on the volume and
nature of complaints.

Regulatory agencies also receive inquiries and
complaints. To facilitate the agencies”™ role as conduits,
mortgage companies should designate individuals to expedite
regulators®™ issues. Individuals so designated should have the
authority and resources available to resolve such complaints.
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Discharge (Payoff)

Mortgage companies should make a good-faith effort to
process mortgage discharges by sending completed documentation
to the mortgagor or by filing documentation in accordance with
state regulations within thirty (30) days (or as otherwise
required hy law). |If documents are not available, or i1f a
temporary backlog exists, companies should make a good-faith
effort to satisfy their obligation to mortgagors by the use of
alternatives, such as estoppel certificates.

Written requests from mortgagors (or their designees) for
discharge information should be answered within five (5)
business days.

Assumption Processing

When all necessary information has been received from
buyer and seller; a simple assumption (which does not require
permission from an investor or processing of an application)
should be processed within thirty (30) days.

More complex assumptions- those on which the interest rate
adjusts to market rate or that require an investor"s
permission--cannot be processed on a fixed schedule. Mortgage
companies are nevertheless responsible for handling these
assumptions promptly, apprising mortgagors of delays outside of
their control.

New-Loan Processing

Payment instructions should be provided to mortgagors at
least five (5) days before their first payment is due. All data
required to properly service a mortgage should he entered into
the mortgage company®"s records within twenty (20) days of the
due date of the first payment,

Whenever servicing is transferred to e new servicer,
notice I / the transfer of servicing should be received by the
mortgager at least five (56) days before the due date of the
mortgagor®"s next scheduled payment. If notice of transfer of
servicing 1is not given in a timely fashion, the mortgagor-"s
payment should be accepted, receipt of payment and a. notice of
transfer of servicing should be sent to the mortgagor; and the
payment, should be remitted to the new servicer.
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Payment of Mortgagor®s Taxes and Hazard Insurance

For mortgagors with escrow (impound) accounts, the
following standards apply: Tax bills received fifteen (15) days
before discount or penalty dates should be paid on or before
those dates. Hazard insurance bills received fifteen (15) days
before the due date of payment should likewise be paid on or

before the due date.

Mortgage companies are responsible for tax penalties and
insurance cancellations, except in cases where a mortgagor has
received a bill and has failed to remit it to the mortgage
company within fifteen (15) days of the due date.

Mortgage companies are plainly responsible for losses
resulting from nonpayment or delinquent payment of a mortgagor-®s
taxes or insurance premiums caused by the negligence of the
mortgage companies® employees or "by procedural omissions. As a
measure of protection for mortgagors and investors, mortgage
companies should maintain insurance coverage for errors and
omissions consistent with the standards of the Federal National
Mortgage Association.

To ensure that sufficient funds are accrued to pay taxes
and Insurance premiums, mortgage companies should perform a
complete escrow (impound) analysis on every mortgagor®"s escrow
(impound) account at least once a year. The analysis should
clearly show how the new payment amount has been calculated and
should be received by the mortgagor at least ten (10) days
before the effective date of changes in payment.

Mortgage companies should not insist that mortgagors remit
a changed payment amount while the companies are conducting
research in response to a substantive objection to escrow
(impound) analysis. By this guideline, temporary suspension of
a payment change does not apply, for example, when a mortgagor
objects to the need for an escrow (impound) account or to the
standard industry method of calculating escrow (impound)
payments.

Payment Processing

On a nonaccelerated mortgage, i1f a mortgage payment 1is
made in an amount equal to the current monthly payment, or in an
amount equal to the current monthly payment plus the amount of
past-due payments along with accrued late charges, i1t should be
processed within twenty-four (24) hours of receipt by the
mortgage company. A late charge should not be assessed if full
payment has been received before the date late charges are
authorized iIn the mortgage documents.
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Forbearance

Mortgage companies should not institute foreclosure action
while investigating a reasonable customer dispute concerning
payments received. Forbearance from foreclosure 1s not urged
when a chronically delinquent mortgagor appears to be raising
the issue only to forestall foreclosure action. |If the mortgage
company has made an error concerning payment, it will seek to
ensure that, the customer™s credit rating is not affected, by
correcting payment records and, if needed, by correcting
information already submitted to a credit-reporting agency or to
another lender.

Transfers of Servicing

When making transfers of servicing, sellers and buyers
have a responsibility to each other and to the mortgagors whose
loans are transferred. In such transactions, mortgage companies
should have a contract that details their several
responsibilities and provides a timetable for completing
agreed-upon tasks. In undertaking large transfers, sellers and
buyers should make certain that sufficient manpower and
facilities are dedicated to the transfer to ensure that their
obligations to one another and to mortgagors are met. The
following is a list of the principal responsibilities of sellers

and buyers:

Sellers®™ Responsibilities. It is recommended that sellers
should:
1. Send a notice of transfer of servicing to mortgagors,

which includes:
0 The effective date of transfer to the buyer;

0 The new servicer®"s name, address, and telephone number
(toll-free number, 1f available);

o0 The name of a referral person or department in they
buyer®s company;

0 Instructions concerning interim payments (until notice
of the transfer of servicing is sent from the buyer);

0 Reassurance that the transfer of servicing does not
affect the terms and conditions of the mortgage;
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o Information about mortgage life insurance, mortgage
disability insurance, or any other form of optional
mortgage insurance, if applicable.

2. Provide the hazard insurance agent or carrier with a
notice of transfer in the form of a corrected mortgagee
clause.

3. Notify the tax-bill service or taxing authority of the

transfer, 1f applicable.

4. Notify the FHA, VA (in the case of loans in foreclosure),
or mortgage .insurance company of the transfer.

5. Bring escrow (impound) accounts current by paying
outstanding bills.

6. Transfer escrow (impound) balances and buydown subsidy
funds to the buyer, together with any interest owing to
the mortgagor.

7. Provide the following documents and information to the
buyer, when appropriate:

o Complete loan files or photocopies and/or microfiches
of loan files;

o Insurance policies or certificates and related
correspondence, 1including any pending loss claims;

o Contracts with a tax-bill service or a listing of
tax-service contract numbers, if applicable;

0 Servicing history, such as the last twelve months*
payments and disbursements and the last escrow
analysis;

o0 Collection history on all loans;

0 Foreclosure information on loans transferred during the
foreclosure process;

0 Bankruptcy information and documents;

0 Pending payoff and/or assumption statements;

0 Other information concerning pending items, including,
for example, partial releases, mortgage life or

mortgage disability claims, and any matters 1in
litigation;
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8.

0 Photocopies of letters and notices concerning the
transfer of servicing addressed to mortgagors, hazard
insurance agents and carriers, tax-bill services, the
FHA, the VA, mortgage insurance companies, etc.

When the physical transfer of servicing is completed:
0 Answer mortgagors® questions about the transfer;

o Forward mortgage payments daily to the buyer (for a
period of at least thirty (30) days);

o Forward correspondence, bills, receipts, and documents
relating to the transferred loans promptly.

Buyers® Responsibilities. It is recommended that buyers should:

1.

Send a notice of the transfer of servicing to mortgagors,
recapitulating and elaborating on the information
contained in the seller®s notice. The buyer®s notice
should be sent concurrently with the seller®s, or shortly
thereafter.

Prepare for the transfer of servicing by ensuring that
adequate facilities and staff are available to set up loan
information from transferred files quickly.

Conduct a legal review of state requirements before buying
servicing, inorder to ensure compliance with state laws,

estatutes, and regulations and with industry standards for

servicing.

When the transfer of servicing is completed:

0 Respond to mortgagors®™ questions and requests
concerning payoffs, assumptions, year-end statements,
servicing practices (e.g., procedures for making
payments, acceptance of toll-free or collect telephone
calls), etc. (A buyer should make every effort to
avoid referring mortgagors back to the previous
servicer. If a mortgagor®s request cannot be honored
without recourse to the seller, it is the buyer, not
the mortgagor, who should communicate with the seller);

0 Handle questions from insurance agents or carriers,
taxing authorities, government agencies, etc.;
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0o Practice forbearance with mortgagors when sorting out
transfer-related problems (delinquencies, the
assessment of late charges).

Training

Mortgage companies should provide training to all
employees, so that they do their work well and are able to
provide informed service to mortgagors.
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Mortgage Bankers Association of America
Vista International - Washington, D.C.
September 4-5, 1986

RESOLUTION
SUBJECT: MortgageServicingGuidelines

BE IT RESOLVED TEAT:

The Mortgage Bankers Association of America recognizes that
the attached Mortgage Servicing Guidelines generally describe
proper residential mortgage servicing and therefore recommends
adherence to these guidelines by its membership.

EXPLANATION:

Recent attempts by state legislators to regulate certain aspects
_of mortgage servicers' relationships with their customers
prompted the Servicing Committee and State and bocal- TftBA"
Liaison Committee to recommend the establishment of uniform
mortgage servicing guidelines. A group comprised of members
from both of these committees drafted the attached dccument.
These Mortgage Servicing Guidelines are intended as a set of
suggested business practices that the industry should strive
to meet in order to protect its customers and protect the industry
from unnecessary regulation.
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RECOMMENDATION OF: Executive Committee
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MORTGAGE BANKERS ASSOCIATION OF AMERICA

Mortgage Servicing Guidelines

This document suggests general guidelines for the
performance of residential mortgage servicing. The fortgage
Bankers Association of America recommends adherence to these
guidelines whenever possible. It recognizes however that the
practice of individual mortgage companies may vary for one or
more reasons, including local custom or regulations, the
pressure of year-end volumes, the impact of large transfers of
servicing, or the nonperformance of third-party vendors. In
recommending adoption of these guidelines, the MBA recognizes
that meeting the time frames for performance described herein
may not always be possible. The"time frames do, however,
represent general guidelines of practice.

Customer Service

Mortgage companies®™ servicing centers should provide
adequate local, toll-free or collect-call telephone service for
mortgagors. Recognizing that every company will experience
periods of peak telephone volume (which will cause mortgagors to
get a busy signal), the number of incoming telephone lines
should be adequate to handle the average volume of calls.

Complaint Procedures

In any customer-related business, there are complaints.
Every company should have a well-thought-out procedure for
handling complaints promptly. Although some matters are complex
and therefore slow to resolve, complaint procedures should
provide (1) for an initial response to the mortgagor,
acknowledging the matter within five (5) business days, (2) for
continuous follow-up until the matter 1is resolved, (3) for
notice of the resolution of the matter to the mortgager, and (4)
for regular reporting to senior management on the volume and
nature of complaints.

Regulatory agencies also receive inquiries and

complaints. To facilitate the agencies®™ role as conduits,
mortgage companies should designate individuals to expedite
regulators® 1issues. Individuals so designated should have the

authority and resources available to resolve such complaints.
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Discharce (Pavoff)

Mortgage companies should make a good-faith effort to
process mortgage discharges by sending completed documentation
to the mortgagor or by filing documentation in accordance with
state regulations within thirty (30) days (or as otherwise
required by law). IT documents are not available, or if a
temporary backlog exists, companies should make a good-faith
effort to satisfy their obligation to mortgagors bv the use of
alternatives, such as estoppel certificates.

Written requests from mortgagors (or their designees) for
discharge information should be answered within five (5)

business days.

Assumption Processing

When all necessary information has been received from
buyer and seller; a simple assumption (which dees not require
permission from an investor or processing of a.) application)
should be processed within thirty (30) days.

More complex assumptions--those on which the interest rate
adjusts to market rate or that require an investor"s
permission— cannot be processed on a fixed schedule. Mortgage
companies are nevertheless responsibleefor handling these
assumptions promptly, apprising mortgagors of delays outside of
their control.

New-Loan Processing

Payment instructions should be provided to mortgagors at
least five (5) days before their first payment is due. All data
required to properly service a mortgage should he entered into
the mortgage company®s records within .twenty (20) days of the
due date of the first payment.

Whenever servicing 1s transferred to a new servicer,
notice of the transfer of servicing should be received by the
mortgagor at least five (5) days before the due date of the
mortgagor®"s next scheduled payment. IT notice of transfer of
servicing is not given in a timely fashion, the mortgagor®s
payment should be accepted, receipt of payment and a notice of
transfer of servicing should be sent to the mortgagor; and rhe
payment, should be remitted to the new servicer.
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Pavment of Mortoacor®s Taxes and Hazard Insurance

For mortgagors with escrow (impound) accounts, the
following standards apply: Tax bills received fifteen (15) days
before discount or penalty dates should be paid on or before
those dates. Hazard insurance bills received fifteen (15) days
before the due date of payment should likewise be paid on or

before the due date.

Mortgage companies are responsible for tax penalties and
insurance cancellations, except in cases where a mortgagor has
received a bill and has failed to remit it to the mortgage
company within fifteen (15) days of the due date.

Mortgage companies are plainly responsible for losses
resulting from nonpayment or delinquent payment of a mortgagor®s
taxes or insurance premiums caused by the negligence of the
mortgage companies®” employees or by procedural emissions. As a
measure of protection for mortgagers and investors, mortgage
companies should maintain insurance coverage for errors and
emissions consistent with the standards of the Federal National

Mortgage Association.

To ensure that sufficient funds are accrued to pay taxes
and insurance premiums, mortgage companies should perform a
complete escrow (impound) analysis on every mortgagor"s escrow
(impound) account at least once a year. The analysis should
clearly show how the new payment amount has been calculated and
should be received by the mortgagor at least ten (10) days
before the effective date of changes in payment.

Mortgage companies should not insist that mortgagors remit
a changed payment amount while the companies are conducting
research iIn response to a substantive objection to escrow
(impound) analysis. By this guideline, temporary suspension of
a payment change does not apply, for example, when a mortgagor
objects to the need for an escrow (impound) account or to the
standard industry method of calculating escrow (impound)

payments.

Payment Processing

On a nonaccelerated mortgage, 1f a mortgage payment is
made 1in an amount equal to the current monthly payment, or in an
amount equal to the current monthly payment plus the amount of
past-due payments along with accrued late charges, it should be
processed within twenty-four (24) hours of receipt by the
mortgage company. A late charge should not be assessed if full
payment has been received before the date late charges are
authorized in the mortgage documents.
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Forbearance

Mortgage companies should not institute foreclosure action
while 1investigating a reasonable, customer dispute concerning

payments received. Forbearance from foreclosure 1i1s-not urged
when a chronically delinquent mortgagor appears to be raising
the 1issue only to forestall foreclosure action. If™" the mortgage

company has made an error concerning payment, it will seek to
ensure that the customer®s credit rating is not affected, by
correcting payment records and,"if needed, by correcting
information already submitted to a credit-reporting agency or to
another lender.

Transfers of Servicing

When making transfers of servicing, sellers and buyers
have a responsibility to each other and to the mortgagors whose
loar.s are transferred. In such transactions, mortgage companies
should have a contract that details their several
responsibilities and provides a timetable for completing
agreed-upon tasks. In undertaking .large transfers, sellers and
buyers should make certain that sufficient manpower and
facilities are dedicated to the transfer to ensure that their
obligations to one another and to mortgagors are met. The
following is a list of the principal responsibilities of sellers

and buyers:

Sellers® Responsibilities. It is recommended that sellers
should:

1. Send a notice of transfer of servicing to mortgagors,
which 1includes:

0 The effective date of transfer to the 1 :yer;

o0 The new servicer"s name, address, and telephone number
(toll-free number, 1if available);

0 The name of a referral person or department in they
buyer®s company;

o Instructions concerning interim payments (until notice
of the transfer of servicing is sent from the buyer);

0 Reassurance that the transfer of servicing does not
affect the terms and conditions of the mortgage;



o Information about mortgage life 1insurance, mortgage
disability insurance, or any other form of optional
mortgage 1insurance, if applicable.

Provide the hazard insurance agent or carrier with a
notice of transfer in the form of a corrected mortgagee

clause.

Notify the tax-bill service or taxing authority of the
transfer, 1if applicable.

Notify the FHA, VA (in the case of loans in foreclosure),
or mortgage insurance company of the transfer.

Bring escrow (impound) accounts current by paying
outstanding bills.

Transfer escrow (impound) balances and buydcwn subsidy
funds to the buyer, together with any interest owing to

the mortgagor.

Provide the following documents and information to the
buyer, when appropriate:

o0 Complete loan files or photocopies and/or microfiches
of loan files;

0 Insurance policies or certificates and related
correspondence, 1including any pending loss claims;

o Contracts with a tax-bill service or a listing of
tax-service contract numbers, 1f applicable;

o Servicing history, such as the last twelve months*
payments and disbursements and the last escrow

analysis;
o Collection history on all loans;

0 Foreclosure information on loans transferred during the
foreclosure process;

o Eankrupv y information and documents;
0 Pending payoff and/or assumption statements;
o Other information concerning pending items, 1including,

for example, partial releases, mortgage life or
mortgage disability claims, and any matters in



0 Photocopies of letters and notices concerning the
transfer of servicing addressed tomortgagors, hazard
insurance agents and carriers, tax-bill services, the
FHA, the VA, mortgage insurance companies, etc.

When the physical transfer of servicing is completed:
0 Answer mortgagors® questions about the transfer;

o Forward mortgage payments daily to the buyer (for a
period of at least thirty (30) days);

o Forward correspondence, bills, receipts, and documents
relating to the transferred loans promptly.

3uyers® Responsibilities. It is recommenced that buyers should:

1.

Send a notice of the transfer of servicing to mortgagors,
recapitulating and elaborating on the information
contained in the seller®s notice. The buyer®s notice
should be sent concurrently with the seller®s, or shortly
thereafter.

Prepare for the transfer of servicing by ensuring that
adequate Tfacilities and staff are available to_set up loan
information from transferred files quickly.

Conduct a legal review of state requirements before buying
servicing, in order to ensure compliance with state laws,
statutes, and regulations and .with industry standards for
servicing.

When the transfer of servicing is completed:

0 Respond to mortgagors®™ questions and requests
concerning payoffs, assumptions, year-end statements,
servicing practices (e.g., procedures for making
payments, acceptance of toll-free or collect telephone
calls), etc. (A buyer should make every effort to
avoid referring mortgagors back to the previous
servicer. If a mortgagor®s request cannot be honored
without recourse to the seller, 1t i1s the buyer, not
the mortgagor, who should communicate with the seller);

¢ Handle questions from insurance agents or carriers,
taxing authorities, government agencies, etc.;






ALASKA MORTGAGE BANKERS ASSOCIATION
P.O. BOX 4-2691/ANCHORAGE, ALASKA 99509 Md

recclived

January 8, 1987

Representative Randy Phillips
P.0O. Box V
Juneau, AK 99811

Dear Representative Phillips:

Thank you for taking the time to meet with representatives of Alaska
Mortgage Bankers Association regarding your concerns on transfer of
mortgage loan servicing.

We have reviewed the letters you received from constituents. It would
be impossible to respond to the individual comments without having all
the information available. As you know, there is a difference in per-

spective .

Although there are exceptional instances, it is cur belief that lenders
overall handle mortgage loan servicing properly and efficiently.

Nationwide, there were probably more servicing problems in Ir86 than

would normally be encountered, due to the large number of refinances

because of the rapid drop in interest rates. Although the system was
not perfect, it did work and many people benefited from reduced pay-

ments which would not have been possible without free movement within
the secondary market.

As an Association and individually, we are always willing to work with
consumers to assist them in solving problems.

President



Sent. 15, 1986

Randy Phillip®-
Box 142
Eagle River, AK 99577

Dear Reo. Phillins:

I read with interest the article in Sundav"s Arjhorage Rail” Mers
regarding the transferring of mortgages from one banking institution
to another and of vour interest in introducing legislation to involve
the borrowers in this decision.

Last Anril 1986 1 learned that the mortgage on my home in Anchorage
had been sold by Rainier Bank to union Federal Savings ft Loan in
Fountain Valley, California, which is outside of Los Angeles. |

was given their address and told to direct my loan payment there.
Unfortunately for me, Rainier didn"t know that Union received their
navments at another mail drop in Los Angeles and sent out the nayr.ent
card for the following month from tlere. Vy cards --ere first directed
to ""Bethel, Arkansas (AR>' and later to "Eethel, Arizona ((A2)"", all
with an incorrect Zip Code, so | never received them. I did receive
notices of late payment charges, which were finally cleared un after
several telephone calls to California.

T shall always remember Rainier Bank forletting this happento my
account with them, with no prior notice to me.

I feel that legislation should be passedwhichallows Tforfair tree :ment
of borrowers, and places the responsibility on the financial body

to inform us iIn advance and to determine the nroper procedure to
follow. As far as | know, Union has no agent in Alaska and 1 miss

the ability to visit the bank to have a face-to-face encounter wi.n

a loan officer. I think, the lender should provide at £he very least
toll-free telephone service to their Alaska accounts. Also, | feil
that other financial 1iInstitutions should he giver, first opportunity

to receive transferred accounts who have offices jr. Alasla before thev
are allowed to be sold to another out-of-state hank.

I susnect vou will receive nuite a number of lectors like this one,
and 1 uree you to follow through with your nines to curtail this
practice so that the borrowa™* receives Tair treatment.

Very truly,

Carl Berger
P.0. Box 2021
Be the.] , AK 09559



P.O. Box 91875
Anchorage, AK 99509
7 October 1986

Representative Randy Phillips
P.O. Box 142
Eagle River, AK 99577

Re: Out of state mortgage companies

Dear Representative Phillips,

When | talked to you on the phone last week about the problems
I have been experiencing with the mortgage company who bought the servicing
rights to my mortgage, | was very pleased that you are considering introducing

legislation to protect Alaskan home buyers from mortgage companies.

As | promised, | am writing to you some of the experiences | have
been having,wiif\t) respect to service from mortgage companies. The company
who bought the servicing to my contract, Manufacturer's Hanover Mortgage
Corporation (MHMC) is a very large company, who handles hundreds of thousands

of accounts in order to make the little money they make from any one account
add up., My contract is a Preferred Account Mortgage (PAM), also sometimes
known as a secured funds account. As | explained to you, this type account is

unique in that funds are placed into a savings account at closing, and each
month, a portion of these funds are taken out by the mortgage company to

pay part of the monthly payment. This makes property more affordable for
consumers who have more than the minimum ammount necessary for a down payment.

My contract apecifically stares that interest is to be paid on the
funds in the account at an interest rate to be agreed upon by the borrower
and the financial institution. Since MHMC took over the servicing of the
contract, th«*ey have paid about $52.00 over a period of 24 months. At
no time have | been informed of the interest rate that they are paying.

For comparison, during the first 3 months of the contract when it was serviced
by a local firm, | earned $102 in interest. I now know that MHWMr is no
longer paying interest on the account, and has not paid any interest on the
account since the first month. This is despite the fact that they wrote to me
in aietter after they stopped paying interest that they were indeed paying
interest in accordance with the conditions of my contract.

Additionally, they have succombed to the wishes of the mortgage
insurance company to increase my yearly premium by a factor of almost 2.0.
It turns out that the mortgage insurance company made a mistake when they
qguoted the rate for the insurance before | closed the mortgage. The rate
I and the mortgage company are contractually obligated to is the only one |
have agreed to paying, but MHMC has already taken additional funds from my
escrow account and did then increase my monthly payment to make up for the
difference.

I could go on for several pages about other mistakes they have made,
but I would rather get to the point of preventing such occurrences for other
Alaskans.



Representative Randy Phillips
7 October 1986

One item of significance in the situation that | believe is of
utmost importance to include in lesislation is that the buyer must receive
from the mortgagee servicing agent each year, preferably with his statement of

interest paid, is an accounting of his payments for the year. In my case, it
took about 19 months of pleading with MHMC to get this account information. |
now suspect it was because they knew I would find out all the other mistakes
they had made of which | was not previously aware. I'm sure that large mortgage
companies will tell you that it is unnecessary, and that the buyer can have the
information any time he asks, but my case is one in point that a law is needed
to force the requirement. Punishment for not providing the information on

time should not be severe for the first occurrence, but increasingly severe
for additional occurrences. Of more importance, however, is legislation to
provide a legal time limit in which the mortgage company must correct their

mistakes after having it brought to their attention. Six months to a year would
not be unreasonable. Mortgage companies will scream about this requirement,

but I hope that you will not back down to them.. A repecti.ble mortgage

company would be glad to get the account straightened out in much less hime
than that; only a mortgage company who does not care about the people who pay
them will be reluctant to work to correct their mistakes. They will also be
sore that they now will have to do something they have not had to do before.

Punishment for even the first instance of not straightening out an account in
the allotted time should be severe - possibly $500 to $1000, and paid to the
State of Alaska Consumer Protection Agency.

One additional item | believe is necessary; a mortgage company
should be required to inform the buyer in advance when a payment is to be made
out of the escrow account for any item not specifically spelled out in the
contract as an item to be paid from the escrow account. In my case, funds were
taken from escrow for an assessment that was supposed to be paid by the builder.
Even if the builde.- did not pay, the. title insurance was to pay for it, but I
did not know about all thjs until after funds were taken from the escrow
account. It took .ii'ch time and patience to get the money back from the
Municipality.

I would be happy to work with you on the legislation on this,
because | have certain.'y learned a lot from this experience about how little
a home buyer can do to get action on the part of al outside mortgage company.

My day phone number is 277-5605, and the evening phone is 258-2184.
Thank you for your interest in this matter, and | look forward to hearing from
you soon.
Sincerely,
f] oLl
Michael Smith
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Attachment to Bill Analysis for HB 112

Under Section b(2)(B) changes in the loan escrow are governed by

the Deed of Trust. Loan escrows are also regulated under federal laws.
Section C is to open ended as proposed. There is no limit on the
kind of or number of requests a servicer will be required to respond to.

Again, under Section D, Loan Escrows are governed by federal laws.

Section E refers to penalties that can be assessed. It is our
understanding that AHFC would not be expected to enforce these penalties,
since AHFC is not set up to be an enforcement agency. It may be useful to

delineate how the penalties are to be enforced.





