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A k i k a , H O U S I N A N C E  C O R P O R A T I O N

April 15, 1988

The nt Ccrcnnittee on Economic Recovery 
Alaska State Legislature 
Juneau, AK 99811

On April 15 the Alaska Housing Finance Corporation ata.'f presented to 
the Board of Directors suggested legislation to help AHFC in its 
efforts to stabilize the Alaska residential real estrle market. The 
Board made some changes and unanimously approved the proposal which is 
attached.

I recommended this proposed legislation to the Board because I believe 
it has the potential for helping us deal with a particularly hard-hit 
part of the Alaska housing market - the condominium market.

I want to stress that even if AHFC had all of the powers specified in 
the proposed legislation, we cannot guarantee success in our proposed 
market^stabilizatian efforts since any actions involve a number of 
othear' institutions (e.g. Federal National Mortgage Association, 
Mortgage Guaranty Insurance Corporation, and Federal Housing 
Administration). However, I believe that it is far preferable to try 
and mitigate the severe problems facing condo owners and the condo 
market, rather than continuing a "business as usual" approach, with 
its associated difficulties of large losses, unsuitable properties, 
and so forth.

I realise that wa are proposing a major departure from ouz past 
programs; howaver, .it seeitiB that extraordinary problems require 
extraordinary solutions.

Sincerely,

G yvaI & L J ^

Dr. Ronald D. Lehr 
Executive Director

B U
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* S e c .  . A S  1 8 . 5 6  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o  r e a d :

S e c .  1 8 . 5 6 . 2 1 0 .  M A R K E T  S T A B I L I Z A T I O N  P O W E R S .  ( a )  I-f  
t h e  b o a r d  o f  d i r e c t o r s  d e t e r m i n e s  t h a t  i t  i s  i n  t h e  s t a t e ' s  b e s t  
i n t e r e s t ,  T h e  c o r p o r a t i o n  m a y  t a k e  a p p r o p r i a t e  a c t i o n  t o  
s t a b i l i z e  t h e  m a r k e t  p r i c e  o-f a n d  d e m a n d  - f o r  r e s i d e n t i a l  h o u s i n g  
i n  t h e  s t a t e .  T o  a c c o m p l i s h  t h e  p u r p o s e s  o f  t h i s  s e c t i o n ,  t h e  
c o r p o r a t i o n  m a y :

( 1 )  m a k e  a n d  e x e c u t e  n e c e s s a r y  a g r e e m e n t s  a n d  c o n ­
v e y a n c e s  u n d e r  w h i c h  a  b o r r o w e r  m a y  e x c h a n g e  r e s i d e n t i a l  h o u s i n g  
s e c u r i n g  a  m o r t g a g e  l o a n  o w n e d ,  h e l d ,  o r  s o l d  b y  t h e  c o r p o r a t i o n  
f o r  o t h e r  r e s i d e n t i a l  h o u s i n g  o w n e d  b y  t h e  c o r p o r a t i o n ;

( 2 )  r e p u r c h a s e  a  m o r t g a g e  l o a n  s o l d  o r  p l e d g e d  b y  
t h e  c o r p o r a t i o n  f o r  t h e  p u r p o s e  o f  e x e r c i s i n g  a  p o w e r  c o n f e r r e d  
b y  t h i s  s e c t i o n ;

( 3 )  f o r  t h e  p u r p o s e  o f  q u a l i f y i n g  r e s i d e n t i a l  
h o u s i n g  s i t u a t e d  i n  a  c o n d o m i n i u m  p r o j e c t  f o r  t h e  b e s t  a v a i l a b l e  
f i n a n c i n g  f o r  m o r t g a g e  l o a n s ,  m a k e  a n d  e x e c u t e  a g r e e m e n t s ,  c o n ­
t r a c t s  a n d  o t h e r  a g r e e m e n t s  n e c e s s a r y  t o  e n c o u r a g e  a l l  o w n e r s  w h o  
o c c u p y  u n i t s  i n  a  c o n d o m i n i u m  p r o j e c t  t h a t  i s  n o t  e l i g i b l e  f o r -  
f i n a n c i n g  u n d e r  t h i s  c h a p t e r  t o  e x c h a n g e  t h e i r  o w n e r s h i p  i n t e r e s t  
f o r  a  c o n d o m i n i u m  u n i t  o w n e d  b y  t h e  c o r p o r a t i o n  i n  a n o t h e r
p r o j e c t ;

( 4 )  m a k e  a r . d  e x e c u t e  a p p r - o p r i  a t e  a g r e e m e n t s  w"  t h  
i n s u r e r s ,  i n v e s t o r s ,  a n d  g u a r a n t o r s  c o n c e r n i n g  t h e  t e m p o r a r y  r e ­
m o v a l  o f  r e s i d e n t i a l  h o u s i n g  o w n e d  b y  t h e  c o r p o r a t i o n  f r o m  t h e  
r e s a i e  m a r k e t ;

( 5 )  d e m o l i s h  r e s i d e n t i a l  h o u s i n g  o w n e d  b y  t h e  c o r ­
p o r a t i o n  i f  t h e  c o r p o r a t i o n  d e t e r m i n e s  t h a t  t h e  h o u s i n g  i s  s u b ­
s t a n d a r d  c o m p a r e d  t o  h o u s i n g  a v a i l a b l e  o n  t h e  o p e n  m a r k e t ,  c a n n o t  
b e  c ^ r ^ v e ^ t e d  t o  a  p u b l i c  o r  c h a r  i t a b l e  u s e ,  ^  f o r  w h i c h  t h e r e  i s  
a  j r t ' ^ v e r s u p p l  y  o f  s i m i l a r  h o u s i n g  o n  t h e  o p e n T m a r k e t ;

( 6 )  c o n v e r t  r e s i d e n t i a l  h o u s i n g  o w n e d  b y  t h e  c o r ­
p o r a t i o n  w h i c h  i s  d e s i g n e d  a n d  c o n s t r u c t e d  f o r  o w n e r ,  o c c u p a n c y  
t o  a n o t h e r  b e n e f i c i a l  u s e  ;

~ 7

( f e )  m a k e  b u l k  s a l e s  o f  p r o p e r t y  o w n e d  b y  t h e  c o r ­
p o r a t i o n  u n d e r  p r o c e d u r e s  a n d  t e r m s  t h e  c o r p o r a t i o n  d e t e r m i n e s  
a r e  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  c o r p o r a t i o n ;

2
(/$) p r o v i d e  f i n a n c i n g  u n d e r  t e r m s  e s t a b l i s h e d  b y  

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



^ l"( i c t f )  i n v e s t  - f u n d s  o-f t h e  c o r p o r a t i o n  i n  p u b l i c l y  -
o w n e o  p r o j e c t s  i n v o l v i n g  t h e  d e s t r u c t i o n  o-f r e s i d e n t i a l  h o u s i n g
i f  t h e  t h e  b o a r d  o f  d i r e c t o r s  d e t e r m i  r j e s ^ t h a t  t h e  i n v e s t m e n t  i s
p r u d e n t ,  p r o p e r l y  s e c u r e d ,  a n d  i n  t h e 4 S ' J s i ^  i  n t e r e s t s  o f  t h e
c o r p o r a t i o n ;  |q

(353) c r e a t e  s u b s i d i a r y  e n t i t i e s  t o  i m p l e m e n t  a
p o w e r  c o n f e r r e d  b y  t h i s  s e c t i o n  a n d  t o  p r o v i d e  i n s u r a n c e  a s
p r o v i d e d  i n  A S  1 8 . 5 6 . 0 9 3  a n d  1 8 . 5 6 . 0 9 5 ;  a n d

[I
(%S£) t a k e  o t h e r  a c t i o n s  n e c e s s a r y ,  c o n v e n i e n t ,  o r  

d e s i r a b l e  t o  c a r r y  o u t  t h e  p o w e r s  g r a n t e d  i n  t h i s  s u b s e c t i o n .

< b )  T h e  c o r p o r a t i o n  s h a l l  i m p l e m e n t  t h e  p o w e r s  c o n f e r r e d  b y  
t h i s  s e c t i o n  b y  a d o p t i n g  r e g u l a t i o n s  u n d e r  t h e  p r o c e d u r e s  s e t  o u t  
i n  A S  1 8 . 5 6 . 0 8 8 .

S e c .  2 .  A S  4 5 . 5 0 . 5 7 2  i s  a m e n d e d  b y  a d d i n g  a  n e w  s u b s e c t i o n  t o  
r e a d :

( i )  A S  4 5 . 5 0 . 5 6 2  -  4 5 . 5 0 . 5 9 6  d o  n o t  f o r b i d  a c t i v i t i e s  
o f  t h e  A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  t o  s t a b i l i z e  t h e  m a r k e t  
p r i c e  o f  a n d  d e m a n d  f o r  r e s i d e n t i a l  h o u s i n g  i n  t h e  s t a t e  a s  p r o ­
v i d e d  i n  A S  1 8 . 5 6 . 2 1 0 .

*  S e c .  3 .  T h i s  a c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S  
0 1 . 1 0 . 0 7 0 ( c ) .
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A L A S K A  H O U S I N G  FINANCE C ORPORATION  
BOARD OF DIRECTORS
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P R O C E E D I N G S

MR. SMITH: Maybe so the Board gets the full

flavor of what's out there Jay Schmidt would comment insofar as 

he feels it's appr opriate to do so on the exchange p r o g r a m  that 

he's discu ssed with you, Ron, and with myself.

MR. SCHMIDT: Thank you, Mr. Chairman. We have

had discussions, as I said. I'd like to just point out that 

over the last year we, along with the cooperation of A l a s k a  

Housing have taken —  undertaken a major marketing e ff ort 

targeted sp ecifically at the condom i n i u m  market. About two years 

ago w h a n  wo firat ot.arfced looking an this at becoming maafc 

sensitive to the sever i t y  of the p r oble m we made an initial 

d e c i s i o n  to try to m a x i m i z e  return on rh« property, to stabilize 

the market, to protect the m a rket to wh atever extent we could, 

and to do so by the t raditional  aggressive marketing.

The results of the p r ogram that we ran last year 

and are continuing to run were encouraging. We sold m o r e  

c o n d ominiums in the last year than we ever had before, But, one 

of the things that we learned was that there is a significant 

seament of the condominium market which we oannot q p I 1 .

Primarily, we cannot sell the properties because of their 

location, the type of product, and we're faced with a situation 

where we have little alternative right now other than no look 

at programs that will take these units off the market to cut the 

risk, to cut the loss. And the concept that Ron was speaking

R A a  C O U R T  R E P O R T E R ®
SION STGteT. Sb TE IOI SOS W 3*10 AVENUE 

277*0573 ■ 277*0371 277-S34J
1007 \Y 3RD AVENUE 

271*7819
ANCHORAOS. ALASKA 8*501
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1 about regarding clearing out units, tar geting the viable units,

2 s t r e ngthening those units is one that —  one that we agreed is

3 a l egi timate strategy.

4  The exchange program is also a concept whic h we

5 think has much  merit as a tool to Number (1) assist us in

6 c o n s o l i d a t i n g  ownership in viable projects; and Number (2) in

7  assisting homeowners who are trapped in their unit that c annot

8 move because those people can r e a l isti cally only afford to hang

9 on for so long and when th ey are u l t i m a t e l y  trapped in their

10 units *nd they cannot move bot h AHFC, M G I C  and the State suffer,

n  So the need to provide for some (indiscernible) to allow p e o p l e

12 to move to units, to homes that they are m ore comfortable in is

13 an important goal for us to achieve.

14 The mechanics, the specific mechanics of a

15 p r ogram  of this sort, I'm not certain if we want to get into

1 6 those —  into those specific issues because, as Ron can

1 7 understand, they are rather c ompli c a t e d  when we talk about h o w

18 we —  how the insurance a c t ua lly works. But, in essence, w h a t

19 ! we're talking about for p urpo s e s  for the M G I C / A H F C  relationship

20 is, is that the trade of a unit to a borrower in an existing unit

2 1 will be considered to be a sale of the property as required under

22 the pool policy and will r e s u l t  in a claim payment being m a d e  to

23 Alaska Housing. We pay the loss that we are obligated to p a y  on

24 a current basis, and Alaska Housing is —  has a —  they're still

25 in the position of owning a good asset, thr.t mortgage, with the

R & R C O U R T  R E P O R T E R 3
• tONlTRKKT. SUITE 101 90ft W. 3RD AVENUE 1007W 3RDAVENUE

277.0372-277.0373 277-6843 272-7310
ANCHORAGE. ALASKA 99301
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borro w e r  who  is continuing to make his payments. And we are 

left in the insurance relationship as we were previously. We 

pa i d  a c l a i m  and we have a good borrower. 3ut, that does require 

t h a t  s o m ebody hold onto that property and figure out what to do 

w i t h  the trade of property.

Now, you know, in terms of our settlement and the 

issue that Ron alluded to of their positive and negative, we 

have not g ot ten to the point of w here we have been able to agree 

as to what the specific formula will be, but we have always 

t a l k e d  about the fact that for purposes of the settlement we will 

use r e a l istic (indiscernible) values that we both can agree upon. 

A n d  I'm confident that we'll be able to work a program of this 

sort out. I t’s just that we're not there right now. We're in 

v e r y  con" -- rather conceptual stages.

MR. SMITH: Jay, if I could ask you a few

questions, and I may have this t ra nscrioed for some legislators 

because we have —  we have many economists that like to argue 

about Alaska from a theoretical context, and MG1C —  if I 

u n d e r s t a n d  it c orrectly is active in all 50 states; aren't you?

MR. SCHMIDT: Yes, sir.

MR. SMITH: And you have, as I understand it, in

Alaska tested the waters from auctioning to aggressively 

ma r k e t i n g  and analyzed all your options before you decided that 

m a r k e t  stabilization makes some sense up here, haven't you?

MR. SCHMIDT: Well, we have not auctioned property

R ft R C O U R T  R E P O R T E R S
• ION STA tST, SUITE 101 809 W-3AO AVENUE

277*0572 * 277.0573 277.5543
ANCHOAACE. ALASKA 29301

I0O7 W. 3 AO AVENUE 
272.7«IE
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in Alaska. We have auctioned properties in other states.

MR. SMITH: Okay.

MR. SCHMIDT: But, yes, we have done a lot of

work r e v i ewing  the markets and the specific problems. So we 

ha v e n ' t  reached this conclusion in a hasty fashion.

MR. SMITH: Well, I think —  'cause one of the

arguments that we —  that Ron and I hear a lot in Juneau is that 

you c annot effect i v e l y  engage in market stabilization and that 

isn't an a p p r o p r i a t e  role, And what I hear MGIC saying is you've 

looked at the situ ation up here and that a market stabilization 

p r o g r a m  in this particular market does make sense from MGlC's 

perspective.

MR. SCHMIDT: Yes, without a doubt.

MR. SMITH: Can you explain wh y you got there?

MR. SCHMIDT: Well, there are a couple of unique

factors tb we have at play in Alaska. Probably the most
%

£l„.. . factor is the overwhelming position that AHFC holds

over the m a r k e t  in general and the fact that by having one player 

to w o r k  w i t h  we can -- we can devise the- : attitude to make 

relatively —  not relatively, very complex strategy work where we 

ahve two or three parties, whereas in other parts of the country 

where interests are more diverse it's extremely difficult,

impossible to try to achieve the same goal.

So the fact that we have Alaska Housing and

Fannie Mae and MGIC, all of whom have significant and

R & R C O U R T  R E P O R T E R S
a I O N 5~REET. SUITS IOI 

177-0971 * 177*0371
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concen t r a t e d  exposure and all of whom h a v e  a willingness and a 

desire to work together is a major benefit.

The other factors that a r e  unique in Alask a are

the r e l ati ve concentration of the problem w i t h i n  a rather small

geographi c area, You know, we can do a l ot of good in the City 

of A n c h o r a g e  and in Fairbanks and in other cities, primari ly in 

Anchorage, because the effect of our a c t i o n s  are mult iplied on a 

much g r e a t e r  and to a much greater extent in Alaska than t h e y

would be if, for example, we were working in Houston. T aking

150 or 300 or 500 units off a market in H o u s t o n  doesn't have the 

same o v erall effect as it does in the C i t y  of Anchorage.

THE OPERATOR: Excuse me.- This is the conference

operator and I show that John Moore is n o t  on the line any

longer. Was he cut off or did he hang u p  v oluntarily?

MR. SMITH: He may have h u n g  up voluntarily,

O p e r a t o r .

Thank you.

THE OPERATOR: Oh, okay. I'm sorry to interrupt.

MR. SMITH: Go ahead, Jay.

MR. SCHMITT: No. I t h i n k  those are the two

major factors that come to play in Alaska that lead us to the 

conclusion that a strategy of this sort can be successful.

MR. SMITH: The one other area that I think's

important, has your analysis indicat id w h a t  effect this type of 

strategy will have on those people who a r e  presently in their

R 8t R C O U R T  R E P O R T E R S  
a iON  s t r u t ,  i u i r i  tot  a c#w j h o a v r n u i  
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condos who may b e  d elinq u e n t  -- that are the H O F  program type of 

people. Do you —  have you analyzed whether t h i s ' l l  help those 

people's equity s i t u a t i o n  and hel p them, in fact, stay in the 

market?

M R .  SCHMIDT: Well, we haven't d o n e  a specific

analysis of that nature, Mr. Chairman. But, c o m m o n  sense tells 

you that if you a r e  able to move an individual f r o m  a unit which 

cannot be sold in the first instance in which y o u  have a 

significant n e g a t i v e  equity position into another un it which is 

m o r e  desirable, w h i c h  will respond sooner to c h a n g e s  in the —  

in the improvement in the economy and a unit t h a t  m o r e  

adequately suits t h a t  individual's needs that y o u ' v e  enhanced 

your possibility a n d  probability that that pe:ao n  w i l l  be 

satisfied to r e m a i n  in that unit significantly. 3ut, 

(indiscernible) r i g h t  now, no,- we haven't because t h e r e  are 

issues that have t o  be, you know, resolved. How —  you know, 

what are the s p e c i f i c  terms of the trade or the e x c h a n g e  and it's 

r eally a subj e c t i v e  qualitative sort of analysis t h a t  we've done, 

and common sense.

M R .  SMITH: Okay. Jay —  yeah. J a y ,  just for

the record because I'm going to have this transcribed and give 

it to the Senate e n d  the House who are considering these kinds 

of questions and including the authority to do these kinds of 

things. You're a vice-president of MGIC, right?

MR. SCHMIDT: Right.

R a  R C O U R T  R E P O R T E R S  
• I 9 N * * « E T  « u i - e  10 • 80S W IV t SU  E ' 007 H  3HO AVSKUS

877-0572 *177-057 3 277-M O  272*73lf
a nchoeaoe , Alaska a t s o i
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MR. S M I T H :  How long and what's your j o b  there;

have you worked in all t h e  states?

MR. S C H M I D T :  I ’ve been w i t h  MGIC for

a p p r o x i m a t e l y  six y e a r s .  I'm a vice-presi dent working in the 

claims department and I h a v e  specific responsibility f o r  

special  projects. We w o r k  closely with housing agencie s in —  

all t h r o u g h o u t  the c o u n t r y ;  special loss, mitigation l o s s  

situations, general i n v o l v e m e n t  with our REO activities as well.

been discussing with t h e  Board are the things that you d o  in your 

normal course of b u s i n e s s  and that's your responsibility for 

MGIC?

MR. S C H M I D T :  Yes, sir.

MR. S M I T H ;  Thank you very much, Jay. I think

it's been very helpful.

MR. S C H M I D T :  A p p r e c i a t e  the opportunity.

MR. S M I T H :  Any questions from any o t h e r  Board

MR. S M I T H :  So that the things that y o u ' v e  just

members?

1035

(END O F  REQUESTED PORTION)

BlUtJ BTAEST, SUITE 101 
277-0572' 377*C57J

R a  R C O U R T  R E P O R T E R S
31 S 0 3W  3R0AVENUE 

277-1943 
ANCHORAQE. ALASKA 08801

I007SV. 3ROAVINUE 
271-791 a



State of Alaska
House Majority Leader P.O. BO X V 

I’ INEAU, A LA S K A  99811 
(907) -465-3718 
465-4968/4986

CO M M ITTEES

HOUSE H E A L T H . EDUCATION 
AND S O C IA L  SER V IC ES 

H O U SE JU D IC IA R Y  
H O U SE RU LES

914 C LA Y  CO U RT 
ANCHORAGE, A LA S K A  99503 

(907) 276-6844Representative M a x  F. Gruenberg, Jr.
D is tric t 11 

Spenaid, Upper M id tow n Anchorage

M E M O R A N D U M

TO: R E P R E S E N T A T I V E  FRAN ULMER, C HAIR 
HO U S E  STATE AFFAIRS C O M M ITTEE

FROM: M A X  F. GRUENBERG, JR., H O U S E  CHAIR
J O I N T  C O M M ITTEE ON E C O N O M I C  R E C O V E R Y

DATE: A P R I L  13, 1988

RE: J O I N T  C O M M ITTEE LEGISLATION
I w o u l d  a p p r e c i a t e  you r c o n s i d e r a t i o n  of HB 555 at your 
e a r l i e s t  convenience. HB 555, "An A c t  a uthor i z i n g  the Alaska 
H o u s i n g  Finance Corporation t o  f u n d  di sposal of substandard 
p u b l i c l y  owned housing; and p r o v i d i n g  for an effective  date" 
w a s  d e v e l o p e d  and considered b y  t h e  m e m b e r s  of the House side 
o f  the J o i n t  C o m m ittee on E c o n o m i c  R e c o v e r y  after hours of 
h e a r i n g s  b e f o r e  the Housincr a nd B a n k i n g  S u b c o m m i t t e e  and the 
full House  committee. This b i l l  w a s  then i ntrodu ced at the 
H o u s e  members' r e quest by the H o u s e  Rules Committee.

H B  555 w o u l d  a l l o w  the AHFC to u s e  a p o r t i o n  of its reserves, 
n o t  e x c e ed ing $ 1 0 ,0 0 0 ,0 0 0 , f o r  t he de moli t i o n  of substandard 
p u b l i c  housing.

I hope you can spee dily schedule this bill b e f o r e  your 
c o m m i t t e e  to enhanc e its chances of p a ssag e this session.

I f  you have any questions p lease give Tom B egich of my staff a 
c a l l  at 465-3718 or 465-4968.

T h a n k s .

a t t a c h m e n t
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/ l a t h HOUS I NC F I N A N C E  C O R P O R A T I O N

April 15, 1988

The Joint Committee on Economic Recovery 
Alaska State Legislature 
Juneau, AX 99011

On April 15 the Alaska Housing Finance Corporation staff presented to 
the Board of Directors suggested legislation to help AHFC in its 
efforts to stabilize the Alaska residential real estate market. The 
Board made some changes and unanimously approved the proposal which is 
attached.

I recommended this proposed legislation to the Board because I believe 
it has the potential for helping us deal with a purticularly hard-hit 
part of the Alaska housing market - the condominium market.

I want to stress that even if AHFC had all of the powers specified in 
the proposed legislation, we cannot guarantee success in our proposed 
market stabilization efforts since any actions involve a number of 
other institutions (e.g. Federal National Mortgaga Association,
Mortgage Guaranty Insurance Corporation, and Federal Housing
Administration). However, I believe that it is far preferable to try 
and mitigate the severe problems facing condo owners and the condo 
market, rather than continuing a "business a* usual" approach, with 
its associated difficulties of large losses, unsuitable properties, 
and so forth.

I realize that we are proposing a major departure from our past 
programs; however, it seems that extraordinary problems require
extraordinary solutions.

Dr. Ronald D, Lehr 
Executive Director

su

Attachment

Telephone (807) 27845689
235 East 8th Avenue 

Third Floor
P.O. Sox 101020

Anchorage- Alatka.
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IN THE HOUSE

CS F O R  HOUSE BILL NO. 555 ( )

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

F I F T E E N T H  L E G I S L A T U R E  - SECOND S E SSION

A  BILL

For an Act entitled: "An A c t  a u t horizing the A l a s k a  H o u s i n g  Finance C o r p o­

rati o n  to stabilize the m a r k e t  price of and the 

d emand for reside ntial h o u s i n g  in the state; and

pr o v i d i n g  for an effective date."

BE IT ENACTED BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 18.56 is amended by adding a n e w  s e c tion to read:

Sec. 18.56.210. M A R K E T  S T A B I L I Z A T I O N  POWERS. (a) If the board 

of directors determines that it is in the best interest of the state, 

the corporation may take appropriate action u n d e r  this section to 

stabilize the m arket price of and demand for r e s i d e n t i a l  h o usin g in 

the state. To a c c o m p l i s h  the purposes of this section, the corpo-.

ration may

(1) make and execute n e c e s s a r y  a g r e e m e n t s  and conveyances 

under w h i c h  a b o r r o w e r  m a y  exchange r eside n t i a l  h o u s i n g  securing a 

mortgage loan owned, held, or sold by the c o r p o r a t i o n  for other r e s­

idential housing owned by the corporation;

(2) repurc h a s e  a mort gage loan sold or pledged by the 

corporation for the p u rpose  of exe rcising a p o w e r  c o n f e r r e d  by this 

s e c t i o n ;

(3) for the p u rpose of quali f y i n g  r e s i d e n t i a l  housing 

situated in a c o n d o m i n i u m  project for the best a v a i l a b l e  f i n a ncing for 

mortgage loans, make and execut e agreements and contr a c t s  neces sary to 

encourage all owners w h o  o c c u p y  units in a c o n d o m i n i u m  p r oj ect that is 

not eligible for financi ng u nder this c h a p t e r  to exchange their

- 1 -  C S H B  5 5 5 (  )
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o wnership interest for a c o n d o m i n i u m  unit owTied by the c o r p o r a t i o n  in 

a n o t h e r  project;

(4) make  and execute app ro p r i a t e  agreements w i t h  insurers, 

investors, and guarantors c o n c e r n i n g  the temporary r e moval of r e s i d e n­

tial h o using owned by the c o r p o r a t i o n  from the resale market;

t  

0  ^

Sv demolish r e s i d e n t i a l  h o u s i n g  owned b y  the corporation

$ ^ if the corporation determines that

(A) the h o u s i n g  is substandard c o m p a r e d  to housing|
^ available on the open market;

y y  \
N ' o _________________ (B) the h o u s i n g  cannot be converted to a p u b l i c  or

r r  i
4 ~ charitable use; and

7" ̂  ^  (C) there is a substantial o v e r s u p p l y  of similar

0 0 ’
'O v 0 h o u s i n g  on the open market;

O  *  (6) convert r e s i d e n t i a l  housing owned b y  the c o r p o r a t i o n

Sr ̂  ^ that is designed, and constr u c t e d  for owner occupancy to a n o t h e r  bene-

i, ±  j  f icial u s e ; 
k " *  o
d J! (. (7) make  bulk  sales of prope rty owned by the c o r p o r a t i o n

y  ® \  under procedures and terms the c o r p o r a t i o n  determines are in the best 

^ M  .
u ~ } interests of the corporation;

V 3 Vj (8 ) provide f i n a ncing u n d e r  terms established by the board
0 0 *1

to promote the sale of resid e n t i a l  h o u s i n g  owned b y  the corporation;
it r  . . v < . cc '-'-'.a— j eJ^ r f) ,
p ] (j) invest funds of the corporation in the r e m o v a l  and

disposal of substandard ^ p u b T i cly-o wned residential h o u s i n g  if the

b oard of directors determines that the investment is prudent, p r o p e r l y

secured, and in the lon g-term b e s t  interests of the corporation;

(10) create subsid i a r y  entities to implement a p o w e r  c o n­

ferred by this section and to p r o v i d e  insurance u n d e r  AS 18.56.093 and 

18.56.095; and

(11) take other acti ons necessary, convenient, or desir a b l e  

CSHB 555( ) -2-
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to carry out the powers g r a n t e d  in this subsection.

(b) The corporatio n shall i m p l e m e n t  the powers c o n f e r r e d  b y  (a) 

of this section by adopting r e g u l a t i o n s  un der AS 18.56.088.

* Sec. 2. A S  45.50.572 is a m e n d e d  b y  a d d i n g  a new s ubsect ion to read:

(i) AS 45.50.562 - 4 5 . 5 0 . 5 9 6  do not prohibit activiti es of the 

A l a s k a  H o using Finance C o r p o r a t i o n  to stabilize the m a r k e t  p r i c e  of 

and demand for re sidential h o u s i n g  in the state under AS 18.56.210.

* Sec. 3. This Act takes e ffect i m m e d i a t e l y  under AS 01.10.070(c).

i

I
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A l a s k a  S ta t e  L e g i s l a t u r e
House

P o u c h  V 
S ta te  C ap i to l  

J u n e a u ,  A la s k a  99811

Members of the House State A f fairs Committee

Represent ative Steve Rieger, Co-Chai^ilf^
Repres entative Kay Brown, Co-Cha ir 
Subcommittee on Housing and Bankiruj"' of [the 
House Joint Economic R e c overy Committee

April 18, 1988

HB 555 - A u t h o r i z i n g  A H F C  to stabilize the m arke t price 
of and the demand for r e s i d e n t i a l  housing in the state.

The following is an o v e r v i e w  of the above referenc ed bill.
Suggest ed amendments are noted b e l o w  and comments to each section
are included in b o l d face d type for your review. These changes •'
were recom mended by Alaska Housin g Fin ance Corp oration after
their April 11, 1988 b oard meeting, and mo st changes have also
been d i s c ussed by the Subcommittee  on H o using and Banking.

Sec. 1 AS 18.56 is amended by a d d i n g  a n e w  section to read:

Sec. 18.56.210 MARKET S T A B I L I Z A T I O N  POWERS. (a) If the 
bo a r d  of directors determines  that it is in the [strte's] 
c o r p o r a t i o n 1s best interest, the c o r p o r a t i o n  may  take a ppropriate 
action to stabilize the m ark et p rice of and demand for 
residential housing in the state. To a ccompli sh the purpos es of 
this section, the c orpo ration may:

(1 ) make and execute n e c e s s a r y  agreeme nts and conveyances 
under w h i c h  a borrower may exchang e residentia l housing securing 
a m o r t g a g e  loan owned, held or sold by the corporation for other 
residential housing owned by the corporation;

(SPECIFICALLY AHFC LOANS ON LOW Q U A L I T Y  TRADE UP TO HIGHER 
QUALIFY AHFC HELD CONDOS: WOULD N O T  PRE-EM PT CONDO TO HOUSE TRADE 
UNDER THIS LANGUAGE)

(2 ) repurchas e a m o r tgage loan sold or pledged by the 
c o rpo ration for the purpose of e x e r c i s i n g  a power conferred by 
this section;

(I.E. T RADE UP/DOWN, REFIN A N C I N G  ABE, E X I STING AHFC MORTGAGES)

Off ic ia l  Bus iness

TO:

FROM:

DATE:

RE:



(3) for the purpose of q u a l i f y i n g  residential housing 
situated in a condominium project for the best available 
financing for mortgage loans, make and execute agreements, 
contracts and other agreements necessary to enco urage all owners 
who occupy units in a condo m i n i u m  p r oject that is not eligible 
for financing under this chapter to exc hange their ownership  
interest for a c ondomin ium unit owned by the c orporati on in 
another project;

(ADDRESSES CURRENT "OWNER-OCCUPANCY" F I N A N C I N G  PROBLEM IN COND O 
PROJECTS AND MAY ALSO AFFEC T TRADE-UP  PROGRAM)

(4) make and execute appropriat e agreements w i t h  insurers, 
investors, and guarantors concerning the temporary removal of 
residential housing owned by the c o r p o r a t i o n  from the resale 
market;

(AS PER HJ R 72 - HOLD FOREC L O S E D - U P O N  PROPERT IES OFF THE M A R K E T  
IN INSTANCES WHERE SUCH ACTION MAKES L O N G - T E R M  ECONOMIC SENSE)

(5) demolish residential h o u sing owned by the c orporation 
if the corporation determines that the housing is substandard 
compared to housing available on the open market, cannot be 
convert ed to a public or charitable use, and for which there is a 
substantial oversupply of similar h o u sing on the open market;

(DEMOLISH LOW QUALITY SUBSTANDARD C O NDO UNITS)

(6 ) convert residential housing owned by the co rporation 
w h i c h  is designed and co nstructed for owner - o c c u pancy to 
another b e neficial use;

(INCLUDES MENTAL HEALTH HOUSING, S E N I O R  C I T IZEN HOUSING, A S B A  LOW 
INCOME HOUSING, UNIVER SITY DORM HOUSING, ETC.)

(7) make bulk sales of p r o perty owned by the corporation 
u nder proce dures and terms the corpor a t i o n  determine s are in the 
best interests of the corporation;

(ADDRESSES AHFC EXCESS MOBILE HOME P R OB LEM (HCR 54); COULD ALSO  
ADDRESS OVERS U P P L Y  OF CONDOS)

(8 ) provide financing under terms est abl i s h e d  by the board, 
to promote the sale of residential housing owned by the 
corporation, if the board of directors d etermines that the terms 
of financing do not work an excessive h a r d ship on competin g 
individual sellers of residential h o u s i n g ;

(ALLOWS A H F C  TO COMPETE WITH HUD, F N M A  LOW F I N A NCING TERMS IN THE 
C U R R E N T  MARKET) (NEW LANGUAGE ADDED WOULD  A L S O  ADDRESS CURRENT 
O WNER F I N A NCING PROBLEMS, I.E. THOSE INDIVIDUALS W H O  ARE



ATTEMP TING TO SELL THEIR PROPERTY BUT ARE C O M P ETING WITH AHFC 
LOWER F I NANCING/OWN ER-OCCUPANC Y REQUIREMENTS)

(9) invest funds of the corpo ration in p u b l icl y-owned 
projects involving the destruction of substandard r esidential 
housing if the board of directors determines that the i nvestment 
is p r u d e n t f properly secured, and in the long-term best interests 
of the corporation;

(COULD MEAN A  SECURITY INTEREST IN THE LAND IF AHFC FUNDS ARE 
UTILIZED FOR THIS PURPOSE.)

(1 0 ) create subsidiary entities to implement a power 
conferred by this section and to provide insurance as provided in 
AS 18.56.093 and 18.56.095; and

(ALLOWS AHFC TO SET UP SUBSIDIARY MANAGE M E N T  OF AHFC OWNED 
PROPERTIES. ALSO  ALLOWS AHFC TO ESTABLISH  ITS OWN M O R TGA GE 
INSURANCE ON CERTAIN PROPERTIES. THEY DO HAVE BROAD G E NER AL 
POWERS IN THIS AREA; HOWEVER, AT THIS TIME, AHFC IS NOT PREPARED 
TO ESTABLISH IN-HOUSE MORTGA GE INSURANCE P R O G R A M  UN TIL THEY HAVE 
HAD A  CHANCE TO REVIEW A  SIMILAR A R R A N G E M E N T  USED BY THE STATE OF 
CALIFORNIA. THIS WOULD WORK TO THE BENEFIT OF AHFC IN INSURING 
MORTGAGES THAT MGIC, FNMA AND O T H E R  PMI WILL NOT TOUCH IN 
ALASKA, I.E. CONDO UNITS.)

(1 1 ) take other actions necessary, c onve nient or desirable 
to carry out the powers granted in this subsection.

(SIMILAR TO GENERAL AHFC POWERS P R O V ISION IN AS 18.56.090)

(b) The corporation shall i mplement the powers c o n f erred by 
this section by adopting regulations under the proced ures set out 
in AS 18.56.088.

Sec. 2 AS 45.50.572 is amended by adding a new subsection to
read:

(i) AS 45.50.562 - 45.50.596 do not forbid activities of 
the Alaska Housing Financing Corporation to stabilize the m arket 
price of and demand for residential housing in the state as 
provided in AS 18.56.210.

(ANTI-TRUST PROVISION - GIVES AHFC SPECIFIC EXEMP TION A U T H O RITY 
TO MAKE ARRANGEMENTS TO HOLD PROPERTIES OFF OF THE M ARKET FOR 
PUBLIC PURPOSES)

Sec. 3 This act takes effect immediately under AS 01.10.070 (c).
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IN THE HOUSE BY THE STATE A F F A I R S  COMMITTEE

CS F O R  HOUSE BILL NO. 555 (State Affairs)

IN THE LEGISL A T U R E  OF THE STATE OF A LASKA |

FIFTEENTH LE GISL A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act authorizing the Alaska Housing Finance C o r p o­

ration to stabilize the m arket price of and the 

demand for residential housing in the state; and 

provi d i n g  for an effective date."

BE IT ENACTED BY THE LEG ISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 18.56 is amended by adding a n e w  section to read:

Sec. 18.56.210. M A R K E T  STA BILIZATION POWERS. (a) If the board 

of directors determines that it is in the best interest of the c o r p o­

ration, the corporation m a y  take appropriate action under this s e c­

tion to stabilize the ma rket p rice of and demand for r e sident ial 

housing  in the state. To accomplish the purposes of this section, the 

corporation m a y

(1) make and execute n e c e s s a r y  agreements and conveyances 

u nder w h i c h  a borro w e r  m a y  exchange residential h o using securing a

mo r tg age loan owned, held, or sold by the corporation for other r e s­

idential housing owned by the corporation;

(2) repurchase  a m o r tga ge loan sold or p l e d g e d  by the 

corporat ion for the purpose of exercising a power c onferred by this 

s e c t i o n ;

(3) for the purpose of quali fying reside n t i a l  housing 

situated in a co ndom i n i u m  project for the best available fina ncing for 

mortgage loans, make and execute agreements and contracts n e c e s s a r y  to 

encourage all owners who occupy units in a con dominium project that is 

not eligible for financing under this chapter to exchange their
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ownership interest for a c o ndominium  unit owned by the corporatio n in 

another project;

(4) make and execute a ppropriate agreements with insurers, 

investors, and guarantors concerning the temporary removal of r e s i d e n­

tial h o using owned by the corporation from the resale market;

(5) demolish resident ial h o u s i n g  owned by the corpo r a t i o n  

if the corporat ion determines that

(A) the h o u sing is substandard compared to h o u s i n g

available on the open market;

(B) the h o u sing cannot be converted to a public or

charitable use; and

(C) there is a substantial oversupply of similar

h o usi ng on the open market;

(6) convert residential h o usi ng owned by the corpor a t i o n

that is designed and constructed for owner occupancy to another b e n e­

ficial use;

(7) m a k e  bu lk sales of p r o perty owned by the cor por a t i o n

under procedures and terms the corp oration determines are in the best

interests of the corporation;

(8) provide financing under terms established by the board  

to promote the sale of residential housin g owned by the corporation if

the b o a r d  of directors determines that the terms of financing do not

w o r k  an excessive hardship on competing individual sellers of r e s i d e n­

tial housing;

(9) invest funds of the corporation in the removal and 

disposal of substandard publicly -owned residential housing if the 

board of directors determines that the investment is prudent, properly 

secured, and in the long-term best interests of the corporation;

(10) create subsidiary entities to implement a power 
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conferred by this section and to Drovide  insurance under AS 18.56.093 

and 18.56.095; and

(11) take other actions necessary, convenient, or desirable 

to carry out the powers granted in this subsection.

(b) The corporation shall implement the powers conferred by (a) 

of this section by adopting r egulation s under AS 18.56.088.

Sec. 2. AS 45.50.572 is amended by adding a new subsection to read:

(i) AS 45.50.562 - 45.50.596 do not prohibit activities of the 

A l a s k a  H o u s i n g  Finance Co rpor a t i o n  to stabilize the m a r k e t  price of 

and demand for residential h o u si ng in the state under AS 18.56.210. 

Sec. 3. This Act takes effect immedi a t e l y  under AS 01.10.070(c).
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