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WORK DRAFT

O r i g i n a l  sp o n so r :  P h i l l i p s

IN  THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE B IL L  NO. 112 (F in a n ce )

IN  THE LEGISLATURE OF THE STATE OF ALASKA

FIFTEENTH  LEGISLATURE -  SECOND SESSION

A  B IL L

F o r  an A c t  e n t i t l e d :  "A n  A c t  r e l a t i n g  to  th e  s e r v i c i n g  o f  c e r t a i n  r e s i d e n ­

t i a l  h ous ing  m ortgage loans  purchased  b y  th e  A la s k a  

Housing  F in a n ce  C o r p o r a t i o n . "

BE I T  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA :

*  S e c t i o n  1. AS 18.56 i s  amended b y  add in g  a new s e c t io n  t o  r e a d :

Sec . 18.56.135. LOAN SERVIC ING  REQUIREMENTS. (a) I f  th e  s e r ­

v i c i n g  o f  a lo a n  i s  s o ld  to  a n o th e r  p e rso n ,  th e  s e l l e r  s h a l l  n o t i f y  

th e  m or tgago r  o f  th e  s a le  w i t h i n  10 days  a f t e r  th e  a c t u a l  d a te  o f  the  

s a l e .  The n o t i f i c a t i o n  must in c lu d e

(1) th e  name, a d d re s s ,  and te le p h o n e  number o f  th e  person  

who w i l l  assume r e s p o n s i b i l i t y  f o r  th e  s e r v i c i n g  and a c c e p t  payments 

f o r  th e  lo a n ;

(2) a d e t a i l e d  w r i t t e n  f i n a n c i a l  breakdown o f  th e  lo a n ,  

i n c l u d in g  th e  i n t e r e s t  r a t e ,  m o n th ly  payment amount, and c u r r e n t  

e scrow  b a la n c e .

(b) The pu rchaser  o f  lo a n  s e r v i c i n g  under (a) o f  t h i s  s e c t i o n

s h a l l

(1) is s u e  to  th e  m ortgagor  c o r r e c t e d  coupon or payment 

books ,  i f  u sed ;

(2) w i t h i n  20 days a f t e r  th e  due d a te  o f  th e  f i r s t  payment 

to  be made t o  th e  p u rch ase r ,

(A) n o t i f y  th e  m ortgagor  o f  th e  name, a d d r e s s ,  and 

t e le p h o n e  number o f  the  p e rso n  from  whom th e  m ortgagor  can r e ­

c e i v e  in fo r m a t io n  r e g a rd in g  th e  s e r v i c i n g  o f  the  lo a n ;

- 1 -  SCS CSHB 112(F in )
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(B) in fo rm  th e  m ortgagor  o f  changes made r e g a rd in g  th e  

lo a n  escrow  accoun t or s e r v i c i n g  r e q u irem e n ts ,  i n c lu d in g  th e  

i n t e r e s t  r a t e ,  m o n th ly  payment amount, and c u r r e n t  escrow  b a l ­

ance .

(c) A  lo a n  s e r v i c i n g  ag en t  s h a l l  respond w i t h i n  15 b u s in e s s  days 

t o  a w r i t t e n  r e q u e s t  f o r  in f o r m a t io n  from the  m ortgagor . The w r i t t e n  

re spon se  must in c lu d e  th e  te le p h o n e  number o f  th e  agen t '.s  r e p r e s e n ta ­

t i v e  who can a s s i s t  th e  m ortgagor .

(d) I f  a m ortgagor  o f  a lo a n  i s  r e q u ir e d  to  m a in ta in  funds  in  an 

e scrow  accoun t to  c o v e r  th e  payment o f  th e  t a x  o r  in su ra n ce  o b l i g a ­

t i o n s  f o r  th e  m ortgaged  p r o p e r t y ,  th e  lo a n  s e r v i c i n g  agen t s h a l l  make 

each  t a x  or in su ra n ce  payment i n  a t im e l y  manner as th e  o b l i g a t i o n s  

become due i f  th e  funds  i n  th e  accoun t are  s u f f i c i e n t  to  c o ve r  th e

paym en t. I f  th e  funds  in  th e  accoun t a re  i n s u f f i c i e n t  to  make th e  

paym en t, th e  lo a n  s e r v i c i n g  agen t  s h a l l  p ro m p t ly  n o t i f y  th e  m ortgagor 

o f  th e  sh o r ta g e  and may make th e  payment on b e h a l f  o f  th e  m ortgagor .

(e )  In  t h i s  s e c t i o n

(1) " l o a n "  means a m ortgage lo a n  purchased  b y  th e  co rp o ­

r a t i o n  under a r e s i d e n t i a l  h ou s in g  lo an  program a u th o r i z e d  b y  t h i s

c h a p te r ;

(2) " l o a n  s e r v i c i n g  a g e n t "  means an i n s t i t u t i o n  o th e r  than 

th e  A la s k a  H ous ing  F in a n c e  C o rp o r a t io n  t h a t  s e r v i c e s  a lo a n .

SCS CSHB 11 2(F in )  - 2 -
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Attachment to B i l l  A n a ly s is
No. 2
CSHB 1 1 2 (Fin)
4/28/87

U n d e r  S e c t i o n  b ( 2 ) ( B )  c h a n g e s  i n  t h e  l o a n  e s c r o w  a r e  g o v e r n e d  b y  
t h e  D e e d  o f  T r u s t .  L o a n  e s c r o w s  a r e  a l s o  r e g u l a t e d  u n d e r  f e d e r a l  l a w s .

S e c t i o n  C i s  t o  o p e n  e n d e d  a s  p r o p o s e d .  T h e r e  i s  n o  l i m i t  o n  t h e  
k i n d  o f  - o r  n u m b e r  o f  r e q u e s t s  a  s e r v i c e r  w i l l  b e  r e q u i r e d  t o  r e s p o n d  t o .

A g a i n ,  u n d e r  S e c t i o n  D ,  L o a n  E s c r o w s  a r e  g o v e r n e d  b y  f e d e r a l  l a w s .

S e c t i o n  E r e f e r s  t o  p e n a l t i e s  t h a t  c a n  b e  a s s e s s e d .  I t  i s  o u r  
u n d e r s t a n d i n g  t h a t  AHFC w o u l d  n o t  b e  e x p e c t e d  t o  e n f o r c e  t h e s e  p e n a l t i e s ,  
s i n c e  AHFC i s  n o t  s e t  u p  t o  b e  a n  e n f o r c e m e n t  a g e n c y .  I t  m a y  b e  u s e f u l  t o  
d e l i n e a t e  how  t h e  p e n a l t i e s  a r e  t o  b e  e n f o r c e d .

Page 2 of 2



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

Official Business

H o u s e

REPRESENTATIVE RANDY PHILLIPS 
Ho u s e  D i s t r i c t  15 

( 9 0 7 )  4 6 5 - 4 9 4 9

P .O . BOX V 
S ta te  C ap ito l 

Juneau, A laska

T O :  M e m b e r s ,  S e n a t e  C o m m i t t e e  o n  F i n a n c e
£  -

F R O M :  R e p .  R a n d y  P h i l l i p & \ ^ , P

D A T E :  A p r i l  2 9 ,  1 9 8 8

S U B J E C T : C S H B  1 1 2  ( F i n a n c e )  " A n  A c t  r e l a t i n g  t o  t h e  s e r v i c i n g  
o f  c e r t a i n  r e s i d e n t i a l  h o u s i n g  m o r t g a g e  l o a n s  p u r c h a s e d  b y  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 . "

I  i n t r o d u c e d  H B  1 1 2  i n  r e s p o n s e  t o  a  n u m b e r  o f  c o m p l a i n t s  m y  
o f f i c e  r e c e i v e d  f r o m  A l a s k a n s  w h o  h a d  e x p e r i e n c e d  p r o b l e m s  
r e s u l t i n g  f r o m  h a v i n g  t h e i r  m o r t g a g e s  s o l d  t o  O u t s i d e  m o r t g a g e  
c o m p a n i e s .  T h e  p u r p o s e  o f  t h i s  l e g i s l a t i o n  i s  t o  p r o v i d e  s o m e  
g u i d e l i n e s  t h a t  t h e  m o r t g a g e  c o m p a n i e s  m u s t  f o l l o w  i n  o r d e r  t o  
a l l o w  t h e  h o m e o w n e r  t o  r e c e i v e  i n f o r m a t i o n  a b o u t  t h e i r  
m o r t g a g e  i n  a  t i m e l y  m a n n e r .  H B  1 1 2  i s  m o d e l l e d  a f t e r  a  
M i n n e s o t a  s t a t u t e  p a s s e d  i n  1 9 8 6 .  S o m e  o f  t h e  f e a t u r e s  o f  t h e  
b i l l  a r e :

* L i m i t e d  t o  A H F C  m o r t g a g e s

* T h e  s e l l i n g  l e n d e r  s h a l l  n o t i f y  t h e  m o r t g a g o r  o f  t h e  s a l e  n o  
l e s s  t h a n  t e n  d a y s  a f t e r  t h e  a c t u a l  t r a n s f e r .

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

* N o t i f i c a t i o n  m u s t  i n c l u d e  a  d e t a i l e d  w r i t t e n  f i n a n c i a l
b r e a k d o w n  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o ,  r a t e  o f  i n t e r e s t ,
p a y m e n t  a m o u n t ,  a n d  c u r r e n t  e s c r o w  b a l a n c e .

* T h e  p u r c h a s i n g  l e n d e r  s h a l l  r e s p o n d  w i t h i n  f i f t e e n  b u s i n e s s  
d a y s  t o  w r i t t e n  r e q u e s t s  f o r  i n f o r m a t i o n  f r o m  a  m o r t g a g o r .  A
w r i t t e n  r e s p o n s e  m u s t  i n c l u d e  t h e  t e l e p h o n e  n u m b e r  o f  a  
c o m p a n y  r e p r e s e n t a t i v e  w h o  c a n  a s s i s t  t h e  m o r t g a g o r .

* P a y m e n t s  m a d e  f r o m  a n  e s c r o w  a c c o u n t  f o r  t a x e s  a n d  i n s u r a n c e  
m u s t  b e  m a d e  i n  a  t i m e l y  m a n n e r  a s  t h e y  b e c o m e  d u e ,  p r o v i d e d  
t h e r e  a r e  s u f f i c i e n t  f u n d s  f o r  p a y m e n t .  I f  t h e r e  i s  a  
s h o r t a g e  o f  f u n d s  t h e  l e n d e r  s h a l l  p r o m p t l y  n o t i f y  t h e  
m o r t g a g o r .



*The  l e n d e r  i s  p e r m i t t e d  t o  make paym ents on b e h a l f  o f  a 
m ortgago r , e ven  i f  t h e r e  a re  n o t  s u f f i c i e n t  funds  i n  th e  
escrow  a c co u n t .

W i th  passage  o f  HB 112 I  hope t o  p r o v i d e  some p r o t e c t i o n  f o r  
homeowners i n  an a rea  o f  w h ich  has been  p la g u ed  w i t h  a number 
o f  p ro b lem s , and t o  h o p e f u l l y  encourage  b e t t e r  b u s in e s s  
p r a c t i c e s .
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R e g u l a r  S e s s i o n

C h a p t e r  3 5 8 ,  L aw s  1 9 8 6

House B i l l  No. 1984

AN ACT

Klnnesota Regular ScBfion 
1 9 8 6  New Laws P a g e  1 0 4 9

c
21

relating to commerce; regulating securities; 
regulating the assignment of c e r tain real p r o perty 
loans and the administration of certain escrow 
accounts; providing certain exemptions; regulating 
real estate brokers pnc salespersons; modifying 
re-examination requirements; providing trust account 
requirements for licensees acting as principals; 
granting certain enforcement powers to the 
c o m m i s s i o n e r ; providing certain remedies; requiring 
storage of abstracts of title within Minnesota; 
amending Minnesota Statutes 1984, sections <7.20, 
subdivision 9; 8 0 A . K ,  subdivision 16; 80A.15, 
subdivision 1; 82.17, s u b d ivision 4; 82.22, 
subdivisions 3, 6, and 13; 62.24, subdivision 2;
82.26; 82.27, subdivision 1; 82.33, subdivision 2; 
386.375; and Minnesota Statutes 1985 Supplement, 
sections B O A . 13, subdivision 1; B O A . 15, subdivision 2; 
and 82.19, subdivision 3; p r o p osing coding for ne w  law 
in Minnesota Statutes, chapter 47.

22 B E . I T  ENACTED BY THE LEG I S L A T U R E  OF  T HE STATE OF  MINNESOTA;

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

24 P E N A LTIES.]

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

26 section, the terms defined.in this subdivision have the neanincs

27 c i v e n  them.

28 (a] "Lender"*means all state banks and trust companies,

29 national banking associations, state and federally c h a rtered

30 s a v jncs and loan associations, mortcace banks, mutual savincs

31 banks, insurance companies, credit unions r.akinc a loan, or any

32 p e r s o n  makino a conventional loan as defined under section

33 47. 2 0 , subdivision 2, clause (3) or cooperative acart.-r.ent loan

L
9

9
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1 as defined under section <7.20, subdivision 2, clauce I L l.

_ '-cllino lender" is a lender who sells, assicns, or transfers

3 the servicine of a loan, to a ''ourchasinc lender cr a servicinc

< a c e n t .M .. '* * - •_ %
5 (b) "Loan" means'all loans and advances of credit

6 authorized under section <7.20, subdivision 1, clauses (1) to 

7' 'f4) and conventional loans as defined under section <7.20,

8 s u b d i vision 2, clause (3) or cooperative apartment loan as

9 defined under section <7.20, subdivision 2, clause (<).

10 (c) "Escrow account" means. e sc ro w , acencv, or similar

11 account for the payment of taxes or insurance premiums with

12 respect to a nortoaced one-to-four family, owner occupied

13 residence located in this state.

14 (d) "Person'1 near.s an individual, corporation, business

15 trust, p a r t n e r s h i p  or association, or anv other iecal entity.

16 Subd. 2. [AS S I G N M E N T  OH SALE OF M O R T G A G E  LOANS.) If the

17 servicing of inortcaoe loans financing one-to-four family owner

18 'occupied residences located in this state is sold or assigned to

19 another person!

20 (1) the selling lender shall .notify the mortcaocr of the

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

22 The notification must i n d u c e  the -name, address, and telephone

23 number of the pers o n  w h o  w i l l assume responsibility for

24

25

26

27

28

29

30
31
32

33 

3<

35

36

servicing and accept payments for the mortoaoe loan and the ' 

notification must also i n d u c e  a d e t a i l e d  written f i n a n c i a l ' 

breakdown, including but not limited to, interest rate, m o n thly 

payment amount, and current escrow balance;

(2) the purchasing lender shall issue corrected coupon or 

payment books, if used, and shall p r o v i d e  notification to the 

nortcaoor within 20 davs after the first payment to the 

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

number of the person from w hom the mortgagor can receive 

information recardino the servicing of the loan, and shall 

inform the n o r t caoor of any chances made regarding the mortcaoe

escrow accounts or servicinc recuirements including, but not 

limited to, interest rate, monthly oavment amount, and current

c

* \
* J

o
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1 escrow balance; and ■

(3) the p u r c hasinc lender shall resoonc -within 15 business

3 days to a w r i t t e n  recruest for information fro m  a mortcacor. A

4 written response must include the telephone number of the

5 company representative who can assist the n s r t c t o o r s .

6 Subd. 3. (ADMINISTRATION Or ESCROW A C C O U N T S . ] E ach lender— — 7—  • 1 — ■

7 reouirino funds of a mortcacor to’.be paid into an e s c r o w  account

8 for pavment of taxes or insurance premiums with respect to a

9 mortcacee o n e - t o-four family owner occupied r e s i dence located in

10 this state shall make payments for the taxes or I n s u r a n c e  from

11 the escrow account in a timely manner as these o b l i c a t i o n s

12 become due p r o vided that funds paid into the a c c ount bv the

13 mortcaoor are sufficient for the payment. If there is a

14 shortace of funds, the lender shall promptly n o tify :he

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

16 payments, the lender is liable to the mortcaoor for actual

17 damages caused by the faifure to oav the amounts when due and is

16 subject to penalties provided in subdivision 4, except that the

19 lender mav p r e sent anv leoal defense in anv s u b s ecuent hearing.

20 The lender is p e r m i t t e d  to make a payment on b e half of the

21 mortcacor even thouoh there are not sufficient funds in a

22 particular account to cover the payment.

23 Subd. 4. (PENALTIES.) If a lender fails to comp l y  with the

24 pecuirements of subdivisions 2 and 3, tne^lenoer is liable to

2S the mortoaoor for S500 per occurrence, in a d d ition t o actual

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

28 subdivision 9, is amended to read:

«
29 Subd. 9. (1) For purposes of this s u b d i v i s i o n  the term

30 "mortcacee" shall mean all state banks and trust companies,

31 national banking associations, state and federally chartered

32 savings and loan associations, mortcaoe banks, m u t u a l  savings

33 banks, insurance companies, credit, unions or as s i g n e e s  of the

34 above. Each mortgagee- requiring funds of a m o r t g a g o r  to be paid

35 into an escrow, a g e n c y  or similar account for the payment of

36 taxes or insurance premiums with respect to a m o r t g a g e d  one to



Senator Fred F. Zharoff
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— DISTRICT NALASKA PENINSULA • ALEUTIAN CHAIN • BRISTOL BAY • KODIAK ISLAND • LAKE CLARK/LAKE ILIAMNA • PRIBILOF ISLANDS • SHUMAGIN ISLANDS

M E M O R A N D U M

TO: Senator R ick H a lfo rd  
Co-Chairman
Senate Finance Committee

FROM: Senator Fred F. ?
DATE: A p r i l 22 , 1988 V
RE: Senate B i l l  475 -  "An Act e s ta b lis h in g  the 

H ab ita t A rea; and p rov id ing  f o r  an e f fe c t iv e
Tugidak Is la n d  C r i t i c a l 
d a te ."

SB 475 e s ta b lis h e s  the Tugidak Is la n d  C r i t i c a l  H ab ita t Area on a state-owned 
84 ,480  acre is la n d  approx im ate ly  16 m iles southwest o f  Kodiak Is la n d . The 
b i l l  c a r r ie s  a ze ro  f i s c a l  n o te . The in te n t o f  the b i l l  i s  tha t the D iv is io n  
o f  H ab ita t not p repare two c r i t i c a l  h a b ita t a rea management p lans 
c on cu rren t ly , but in stead  adhere to  i t s  e x is t in g  schedule o f  one p lan  pe r yea r 
and take up Tugidak Is la n d  when the p lans f o r  the p re v io u s ly -c re a te d  c r i t i c a l  
h ab ita t a reas a re  completed.
I  r e s p e c t fu l ly  request the Finance Committee r e f e r r a l  be waived f o r  SB 475 .
Attached a re  the Department o f  F ish  and Game and the Department o f N a tu ra l 
Resources f i s c a l  n o te s , Tugidak Is la n d  maps, and a g ene ra l d e sc r ip t io n  o f the 
is la n d 's  h a b ita t . Thank you f o r  your c on s id e ra tion  o f  th is  req ues t.
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PROPOSED TUGIDAK ISLAND C R IT IC AL  HABITAT AREA 
BACKGROUND INFORMATION

LOCATION : The proposed Tu g idak  I s la n d  C r i t i c a l  H a b i t a t  A rea
i s  lo c a te d  a p p ro x im a te ly  15 m i le s  sou th  o f  Kod iak  I s la n d  and 
i s  p a r t  o f  th e  T r i n i t y  I s la n d s  group.

AREA DESCRIPTION: The proposed  Tu g idak  I s la n d  C r i t i c a l
H a b i t a t  A rea  i s  a la r g e  t r e e l e s s ,  low  l y i n g  i s l a n d .  Among 
i t s  un ique  f e a tu r e s  i s  a la r g e  s h a l lo w  lagoon  and b a r r i e r  
s p i t  com plex a t  i t s  n o r th e rn  end,

LAND STATUS; The proposed  c r i t i c a l  h a b i t a t  area  encompasses 
a p p ro x im a te ly  84,480 ac res  and i s  e n t i r e l y  s ta te -o w n e d  land  
and w a te r .  I t  i s  lo c a t e d  w i t h in  th e  Kod iak  I s la n d  Borough,

JU S T IF IC A T IO N : Tug idak  I s la n d  i s  un ique  in  th e  G u l f  o f
A la s k a  n o t  o n ly  because o f  i t s  unusua l number o f  e x t r e m e ly  
p r o d u c t i v e  and d i v e r s e  f i s h  and w i l d l i f e  h a b i t a t s  b u t  a ls o  
because th o se  h a b i t a t s  have rem ained in  a r e l a t i v e l y  
n a tu r a l ,  u n d is tu r b e d  s t a t e .  To d a te  v e r y  l i t t l e  human 
d is tu r b a n c e  has o ccu rred  on th e  i s l a n d  to  th r e a te n  th e  
v u ln e r a b le  g ro u n d n es t in g  b i r d s ,  harbor  s e a l  pupp ing  a reas  
and r i c h  lagoon  en v ironm en t.

M ar ine  Mammals: Tu g idak  i s  most renowned f o r  i t s  harbor
s e a l  p o p u la t io n .  T u g id ak  I s la n d  has h i s t o r i c a l l y  su ppor ted  
one o f  th e  l a r g e s t  harbor  s e a l  p o p u la t io n s  in  th e  w o r ld ,  
e s t im a te d  a t  15,000 to  20,000 an im a ls  w i t h  peak 
c o n c e n tr a t io n s  o f  h au led  o u t  s e a ls  r e a c h in g  14,000 a t  a 
t im e .  Tu g idak  I s la n d  i s  a ls o  a m ajor pupp ing  area  fo r  
harbor  s e a ls  i n  th e  G u l f  o f  A la s k a  w i t h  annua l p r o d u c t io n  
once e s t im a te d  a t  a h ig h  o f  5,500 pups. T h a t  p o p u la t io n  i s  
now s u b s t a n t i a l l y  d ep ressed  b u t  rem ains one o f  th e  l a r g e s t  
known. S e a ls  h a u l ,  pup, and m o lt  on beaches found a lo ng  th e  
w e s t  and n o r th e a s t  s id e  o f  th e  i s l a n d  and i n  th e  v i c i n i t y  o f  
th e  mouth o f  th e  la goon .

Sea o t t e r s  are common in  th e  nearshore  w a te rs  around Tu g idak  
I s l a n d .  A p p ro x im a te ly  400 to  700 sea o t t e r s  are  found in  
th e  v i c i n i t y  o f  Tu g idak  I s l a n d ,  w i t h  medium t o  h ig h  
d e n s i t i e s  a long  the  sou th  s id e  o f  the  i s l a n d ,

B i r d s : The i n t e r s p e r s io n  o f  many d i f f e r e n t  h a b i t a t  t y p e s  on
Tu g idak  I s la n d  a s s o c ia te d  w i t h  c l i f f  and b l u f f  shores? sand 
and rocky  beaches? s p i t s ,  ba rs  and t i d e f l a t s ;  f r e s h w a te r  
stream s and la k es?  s a l t w a t e r  marshes and lagoons? v a s t  
e e lg r a s s  beds? f r e s h w a te r  w e t lands?  and up lands  a t t r a c t s  
some o f  th e  g r e a t e s t  d i v e r s i t y  o f  b i r d  l i f e  known to  n e s t  on 
and v i s i t  any one i s l a n d  in  th e  G u l f  o f  A la s k a .

D R A F T  2 / 8 8
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The i s l a n d  s e r ve s  as a v a lu a b le  s p r in g  and f a l l  r e s t i n g  and 
fe e d in g  area  and aB a p r o d u c t io n  a rea  f o r  b i r d s  m ig r a t in g  
from th e  P a c i f i c  c o a s t  o f  N o r th  Am er ica . Because Tu g idak  
I s l a n d  i s  lo w ,  t r e e l e s B ,  and f r e e  o f  in tro d u c e d  p r e d a to r s ,  
a l l  b i r d s  n e s t  on th e  ground and are  p a r t i c u l a r l y  
s u s c e p t ib l e  to  h a b i t a t  d e s t r u c t io n ,  p r e d a t io n ,  and 
t r a m p l in g .

0 A t  l e a s t  56 s p e c ie s  o f  b i r d s  occur on Tug idak  I s l a n d .
T h i r t y  e i g h t  spec ieB  are  known to  n e s t  t h e r e ,  and 26 o f  
th e se  s p e c ie s  are  c o n s id e re d  common or  abundant.

0 W e t lan d  h a b i t a t s  th ro u gh o u t  th e  i s la n d  p r o v id e  n e s t in g
h a b i t a t  . f o r  w a t e r f o w l ,  s h o r e b ir d s ,  tund ra  swans and 
lo o n s ,  w i t h  w e t la n d s  h a b i t a t s  a long  th e  sou th  shore
s u p p o r t in g  n e s t in g  c o n c e n tr a t io n s  o f  m a l la r d s ,  
p i n t a i l s ,  g a d w a l ls ,  g r e e n -w in g e d  t e a l  and w ig eo n ,

0 Snow geese  c o n c e n tr a te  on th e  i s la n d  du r in g  s p r in g
m ig r a t io n  to  r e s t  and fe e d ,

0 The lagoon  su pp o r ts  s p r in g  and f a l l  c o n c e n tr a t io n s  o f
ducks and s h o r e b ir d s .  B la ck  b ra n t  and w h i t e - f r o n t e d  
geese  a ls o  c o n c e n tr a te  in  th e  lagoon  in  th e  f a l l  t o
r e s t  and f e e d ,  The lagoon  area  p r o v id e s  w in t e r  h a b i t a t  
f o r  emperor g e e se ,  a s p e c ie s  t h a t  has r e c e n t l y  
e x p e r ie n c e d  a s e r io u s  p o p u la t io n  d e c l i n e .

° The c o a s t a l  w a te r s  su rrou nd ing  Tug idak  I s la n d  a re  a
m ajor o v e r w in t e r in g  a rea  f o r  w a te r b i r d s ,  p r im a r i l y  
seaducks .

0 F i v e  s e a b ir d  c o lo n ie s  are  documented on Tu g idak  I s la n d ,
t o t a l l y  n e a r l y  4,000 n e s t in g  b i r d s .  G lau co u s -w in g ed  
g u l l s  are  th e  most abundant s e a b ir d ,  f o l lo w e d  b y  a r c t i c  
t e r n s ,  mew g u l l s ,  and corm oran ts .

0 O f p a r t i c u l a r  s i g n i f i c a n c e  a r e ' reco rds  o f  s i x  ground
n e s t in g  b a ld  e a g le s .  These b a ld  e a g le  n e s ts  are
lo c a te d  on b l u f f s  o r  s l i g h t  r i s e s  in  th e  t e r r a i n
th rou g h o u t th e  i s l a n d .

° P e re g r in e  f a lc o n s  are  a l s o  r e p o r te d  to  n e s t  on th e
i s l a n d 's  b l u f f s .

0 S e v e r a l  thousand  p ta rm igan  n e s t  i n  up land  areas  o f  th e
i s l a n d .

F i s h  and S h e l l f i s h : The lagoon  and nearshore  w a te r s  o f
Tu g idak  p r o v id e  ^ " p r o d u c t i v e  m arine env ironm en t f o r  s e v e r a l  
s p e c ie s  o f  f i s h  and s h e l l f i s h .  The i s l a n d 's  s tream  system s 
p r o v id e  h a b i t a t  f o r  anadromous f i s h .
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0 There  are  th r e e  documented salmon s tream  system s on th e
Is la n d  su p p o r t in g  chum and/or coho salmon.

0 The lagoon  i s  a p r o d u c t i v e  r e a r in g  and fe e d in g  a rea  f o r
la r g e  numbers o f  P a c i f i c  h e r r in g .

0 Known ra zo r  clam  c o n c e n t r a t io n s  occur  a long  th e  b a rs  a t
th e  mouth o f  th e  lagoon .

° Based upon f r e q u e n t  o b s e r v a t io n s  o f  Bm all Dungeness
crab  ca rapaces  and e x o s k e le to n s  washed up a long  th e  
la g o o n 's  shoreB and la r g e  com m ercia l c a tc h e s  o f  
Dungeness c rab  d i r e c t l y  o f fB h o r e  o f  th e  la g o o n ,  th e  
s h a l lo w  w a te r s  and la r g e  e e lg r a s s  beds found i n  th e  
lagoon  are  th o u g h t  t o  p r o v id e  an im p o r ta n t  n u r s e r y  
r e a r in g  area  f o r  Dungeness c r a b .

A r c h a e o lo g ic a l  S i t e s ; E i g h t  a r c h a e o lo g i c a l  s i t e s  have  been 
documented on th e  i s l a n d .  A l th o u g h  l a r g e l y  u n e x p lo re d ,  th e y  
appear to  i n d i c a t e  abundant p r e h i s t o r i c  use o f  th e  i s l a n d ,  
w i t h  a m a jo r i t y  o f  th e  s i t e s  lo c a t e d  a long  th e  lagoon .



A L A S K A  M O n T Q A O E  B A N K E R S  A S S O C I A T I O N

P.O. B O X  9-2891 / A N C H O R A G E ,  A L A S K A  99509-2601

A p r i l  24, 1987

House Finance Committee 
A laska S ta te  L e g is la tu re
Ret House B i l l  112
The AlaBka Mortgage Bankers A ssoc ia tion  has reviewed House B i l l  112
and wishes to  e n te r the fo llow in g  comments.
The b i l l  would se t c e r ta in  n o tic e  requirem ents upon Bale o f mortgage 
lo an  s e rv ic in g  o f A laska Housing lo a n s . The b i l l  a ls o  addresses tim e ly  
payment o f taxes and insurance on loans which have accounts e s ta b lish ed  
f o r  c o l le c t io n  o f those item s.
I t  i s  in  the best in te re s t  o f a l l  p a r t ie s  to  be c e r ta in  the borrower 
has t im e ly  and s u f f ic ie n t  in fo rm a tion  on the lo a n .
I t  is  in  the le nd e rs ' best in te re s ts  to  respond aB prom ptly as p o ss ib le  
to  in q u ir ie s  from  mortgagors, and standard  p rocedures are in  p lace 
to  handle such in q u ir ie s  in  a tim e ly  manner.
When a loan  in vo lv e s  c o l le c t io n  o f taxes and insurance in a rese rve  
account, the Deed o f T ru st re q u ire s  payment o f those items when duej
i f  payment is  not made duo to an e r r o r  on the p a rt  o f  a le n d e r , the
lend e r must assume the r e p o n s ib i li t y  f o r  non-payment.
1986 was an abnormal yea r in  th a t in te re s t  ra te s  were the lowest in 
Borne 7 o r 8 y e a rs ; re fin an ce  loans taxed the c a p a b i l i t ie s  o f many lend ­
e r s .  Lending in s t i tu t io n s  have implemented t ra in in g  programs, increased 
s t a f f  and invested  in  c o s t ly  and sop h is t ic a ted  systems th a t can meet 
borrow ers ' needs. We f e e l the problems o f 1986 w i l l  not re cu r and 
the s itu a t io n  i s  under c o n t r o l .  -
Mechanisms are in  p lace a t A laska Housing F inance C o rp o ra tion  to  assure 
th a t s a le  o f s e rv ic in g  on loans purchased by AHFC is  lim ite d  to  s e r­
v ic e rs  w ith  re p re sen ta tiv e s  in - s t a te . S e rv ic in g  Agreements between 
AHFC and lend e rs  con ta in  requirements which meet the needs addressed 
in  HB 112. The A laska Mortgage Bankers A ssoc ia tion  b e lie v e s  th e re  
is  no need f o r  le g is la t io n  to en fo rce  what is  a lre ad y  prudent and com­
mon business p ra c t ic e  o r can be handled a d m in is t ra t iv e ly  through AHFC.
Thank you f o r  the oppo rtun ity  to  comment.

Pr e s i d e n t



A L A S K A  M O R T G A G E  B A N K E R S  A S S O C I A T I O N

P.O. B O X  4-2691/ANCHO RAG E.  A L A S K A  99509 )-■ C

r e  a n  v e J  / t u / ^

J a n u a r y  8, 1987

R e p r e s e n t a t i v e  R a n d y  P h i l l i p s  

P. 0. 3ox V 

J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  P h i l l i p s :

T h a n k  y o u  for t a k i n g  the tim e  to m eet w i t h  r e p r e s e n t a t i v e s  oE A l a s k a  

M o r t g a g e  B a n k e r s  A s s o c i a t i o n  r e g a r d i n g  y o u r  c o n c e r n s  on t r a n s f e r  of 

m o r t g a g e  loa n  s e r v i c i n g .

We  h a v e  r e v i e w e d  the l e t ters you r e c e i v e d  f r o m  c o n s t i t u e n t s .  It w o u l d  

be i m p o s s i b l e  to r e s p o n d  to the i n d i v i d u a l  c o m m e n t s  w i t h o u t  h a v i n g  all 

the i n f o r m a t i o n  a v a i l a b l e .  As you know, t h e r e  is a d i f f e r e n c e  in p e r­

sp e c t i v e  .

A l t h o u g h  t h e r e  a re e x c e p t i o n a l  i n s t a n c e s ,  it is o u r  b e l i e f  tha t  lenders 

o v e r a l l  h a n d l e  m o r t g a g e  loan s e r v i c i n g  p r o p e r l y  a nd e f f i c i e n t l y .

N a t i o n w i d e ,  t h e r e  w e r e  p r o b a b l y  m o r e  s e r v i c i n g  p r o b l e m s  in 1986 t han 

w o u l d  n o r m a l l y  be e n c o u n t e r e d ,  due to the l a r g e  n u m b e r  of r e f i n a n c e s  

b e c a u s e  of the r a p i d  d r o p  in i n t erest r a t e s .  A l t h o u g h  the s y s t e m  was 

not p e r f e c t ,  it did w o r k  a n d  m a n y  p e o p l e  b e n e f i t e d  f r o m  r e d u c e d  p a y­

m e n t s  w h i c h  w o u l d  not have b e e n  p o s s i b l e  w i t h o u t  free m o v e m e n t  w i t h i n  

the s e c o n d a r y  m a r k e t .

As an A s s o c i a t i o n  and i n d i v i d u a l l y ,  we are a l w a y s  w i l l i n g  to w o r k  w i t h  

c o n s u m e r s  to a s s i s t  t h e m  in s o l v i n g  p r o b l e m s .

L u c i l l e  S t i e t z  

P r e s i d e n t
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Randy P h i l l i p s  
Box 142
E a g le  R i v e r ,  AK 9 9 5 7 7  
D ea r R ep . P h i l l i n s :
I  re a d  w ith  i n t e r e s t  th e  a r t i c l e  in  S un day *s  Anchora .ee P a i l ”  Mews 
r e g a rd in g  th e  t r a n s f e r r i n g  o f  m o rtg a g e s  from  one b an k in g  i n s t i t u t i o n  
to  a n o th e r  and o f  v o u r  i n t e r e s t  in  in t r o d u c in g  l e c i s l a t i o n  to  in v o lv e  
th e  b o r ro w e rs  in  t h i s  d e c i s i o n .
L a s t  A n r i l  1 986  I  le a r n e d  t h a t  th e  m o rtg ag e  on nv home in  A nchorage 
had been s o ld  by R a i n i e r  Lank to  U n ion  F e d e r a l S a v in g s  fi Loan in  
F o u n ta in  V a l l e y C a l i f o r n i a , w h ich  i s  o u t s id e  o f  Los A n g e le s . I  
was g iv e n  t h e i r  a d d re s s  and t o ld  to  d i r e c t  nv lo a n  paym ent t h e r e .  
U n f o r t u n a t e ly  f o r  me, R a i n i e r  d i d n ' t  know t h a t  U n ion  r e c e iv e d  t h e i r  
p avm en ts a t  a n o th e r  m a i l d ro p  in  Los A n g e le s  and s e n t  o u t th e  n av r.e n t 
c a rd  f o r  th e  f o l l o w i n g  month from  t h e r e .  !*.y c a rd s  w ere f i r s t  d i r e c t e d  
to  " B e t h e l ,  A rk a n s a s  (A R >" and l a t e r  to  " B e t h e l ,  A r iz o n a  (A Z )" ,  a l l  
w ith  an i n c o r r e c t  Z ip  C ode , so  I  n e v e r  r e c e iv e d  them . I  d id  r e c e iv e  
n o t i c e s  o f  l a t e  payment c h a rg e s , w h ich  w ere f i n a l l y  c le a r e d  un a f t e r  
s e v e r a l  t e le p h o n e -  c a l l s  to  C a l i f o r n i a .
I  s h a l l  a lw a y s  remember R a i n i e r  Bank f o r  l e t t i n g  t h i s  hapnen to  my
a c c o u n t w ith  them , w ith  no p r i o r  n o t i c e  to  me.
I  f e e l  t h a t  l e g i s l a t i o n  s h o u ld  be p a ssed  w h ich  a l lo w s  i o r  f a i r  t r e a tm e n t
o f  b o r r o w e r s ,  and p la c e s  th e  r e s p o n s i b i l i t y  on th e  f i n a n c i a l  body 
to  in fo rm  us in  ad vance  and to  d e te rm in e  th e  n ro n e r  n ro c e d u re  to  
f o l l o w .  As f a r  as I  know , U n ion  has no a g en t in  A la s k a  and I  m iss  
th e  a b i l i t y  to  v i s i t  th e  bank to  have a f a c e - t o - f a c e  e n c o u n te r  w ith  
a lo a n  o f f i c e r .  I  t h in k  the. le n d e r  s h o u ld  p ro v id e  a_t_ t !:e v e r y le a s t  
t o l l - f r e e  t e le p h o n e  s e r v i c e  to  t h e i r  A la s k a  a c c o u n ts . A ls o , ” *T f e e l  
t h a t  o t h e r  f i n a n c i a l  i n s t i t u t i o n s  s h o u ld  be g iv e n  f i r s t  o n n o r t u n i t v  
to  r e c e i v e  t r a n s f e r r e d  a c c o u n ts  who have o f f i c e s jr .  A1 asha b e fo r e  th e v  
a re  a l lo w e d  to  be s o ld  to  a n o th e r  o u t - o f - s t a t e  b an k .
I  s u s n e c t  you  w i l l  r e c e i v e  n u i t e  a number o f  l e t t e r s  l i k e  t h i s  o n e , 
and I  u rc e  you  to  f o l l o w  th ro u g h  w ith  y n u r n in e s  to  c u r t a i l  t h i s  
p r a c t i c e  so  t h a t  th e  b o r ro w e r  r e c e iv e s  f a i r  t r e a tm e n t .

V e ry  t r u l y ,

C a r l  B e rg e r  
P .O . Box 2 0 2 1



p i/ t u fa  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

April 15, 1907

The H o n o r a b l e  S e n a t o r  P a t r i c k  M. Rodey 

P.O. Box V 

Juneau, AK 99B11

Dear Senator:

I a p o l o g i z e  f o r  t a k i n g  s o m e  t i m e  t o  r e s p o n d  to y o u r  l e t t e r  r e g a r d i n g  AHFC 

Sel le r / S e r v i ce r s .

Aa  i n d i c a t e d  i n  t h e  a t t a c h e d  list o f  the 45 A HFC S e l l e r / S e r v i c e r 3 , only two do 

not h a v e  o f f i c e s  or r e p r e s e n t a t i v e s  loca t e d  In Alaaka. Of t h o s e  two, S e a f i r a t  

M o r t g a g e  C o r p o r a t i o n  doe s  not h a v e  an fiOO, t o l l - T r e e  n u m b e r  a vailable for uae by 
borrowers.

M a n y  o f  t h e  c o m p l a i n t s  A H F C  h a s  r e c e i v e d  r e g a r d i n g  O u t s i d e  S e ll e r / S e r v ic e r s  

c e n t e r e d  a r o u n d  M a n u f a c t u r e r s  H a n o v e r  M o r t g a g e  C o r p o r a t i o n ,  n o w  k n o w n  sb 

F i r e m a n ' s  F u n d ,  w h i c h  s e r v i c e s  s o m e  5 , 3 0 0  AHFC l o a n 9 . Fo r  y our information, 

I n t e r c o n t i n e n t a l  M o r t g a g e  C or p o r a t i o n  located in A n c h o r a q e  is the Fireman's Fund 

r e p r e s e n t a t i v e  in Alaaka.

W h i l e  I d e f i n i t e l y  u n d e r s t a n d  borrowers' p r o b l e m s  and the p ush for local h i r e  

and local services, t h e r e  are o ther sides o f  this isaue I b e l i e v e  I should point 

o u t .  F i r s t ,  t h e  b u y i n g  a n d  s e l l i n g  o f  m o r t a a q e  loan s e r vi c i n g  is an inteqral 

part o f  m o r t g a g e  l e n d i n g  nationwide. Fo r  example, it is not unusual f o r  a b a n k  

i n  C o n n e c t i c u t  t o  s e l l  a e r v i c i n q  to a C a l i f o r n i a  bank. P a r t i c u l a r l y  in t hese 
e c o n o m i c  t i m e a  w h e n  m a n y  l e n d e r s  a n d  s e r v i c e r s  w o u l d  J u s t  as s o o n  n o t  b e  in

A.’a a k a ,  l e g a l l y  r e q u i r i n g  offices and t o l l - fr a a  numbers may prov i d e  them w i t h  

an e x c u a e  tn p ull out o f  A l a s k a  totally.

S e c o n d ,  m a n y  A l a s k a n  b o r r o w e r s  do not mail t h e i r pa y ments e arly enough to r each 

their banks or l e n d e r s  an time. D r o p p i n g  a p a y m e n t  in the m a i l  o n  t h e  3 1 s t  o f  

t h e  m o n t h  w h e n  t h e  p a y m e n t  ia due th e fi r e t  o f  the m o n t h  u s u a l l y  results in a 

l a t e  p a y m e n t ,  the r e e u l t i n g  l a t e  p a y m e n t  charge, a n d  f u r t h e r  c o m p l i c a t i o n s .

To s o l v e  t h i s  p r o b l e m ,  AHFC has bee n ac t i v e l y  requ e at i n q  lenders to open offices 

in A l a a k a  or p r o v i d e  t o l l - f r e e  n u m b e r s .  But r a t h e r  t h a n  m a k i n g  o f f i c e s  or 

n u m b e r s  a r e q u i r e m e n t,  AHF C  has been p o i n t i ng  out the goo d  b u s i n e s s  p r a c t i c e  of 

p r o v i di n g  b e t t e r  s e r v i c e  to ths ban k ' s  customers thro u g h those offices.
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S e n a t o r  P a t r i c k  H, R o d e y  

A pril 15, 1987 

P a g e  Two

In  a d d i t io n ,  AHFC re o e n t ly  in s t i tu te d  Section  1001 .02 3 in  our S e l le r / S n r v Iner 
G u i d e  ( s e e  a t t a c h e d ) ,  w h i c h  s t a t e s ;  " T o  b e  a p p r o v e d  a s  a n  A H F C  S e l l e r  or 

S e r v i c e r ,  the a p p l i c a nt  mus t  h a v e  an o r i g i n a t i o n  and ser v i c i n g  facility lo ca ted  
in A l a s k a . "  This new r e q u i r e me n t  t a k e s car e  that if any s e r v i c i n g  is s o l d  o u t -  

of-state, the p u r c h a s e r  has a f a c ility in Alaska.

We b e l i e v e  all o f  t h e s e  p r o b l e m s  o f  s e r v i c i n g  loans can be h a n d l e d  a d m i n i s t r a ­

t i v e l y  t h r o u g h  A H F C .  A g a i n ,  w e  d o  n o t  wan t  to mak e  too m a n y  r e qu i rements of 

b a n k a  there b y  g i v i n g  t h e m  an excuse not to do b u s i n e s s  in Alaska.

As lonq as w e ' r e  a d d r e s s i n g  this situation, pl e a s e  n o t e  HB 112 spon s o r e d  by Rep. 

Randy P h i l l i p s  and ou r  p o s i t i o n  p a pe r  (see attached).

T h a n k  yo u for g i v i n g  AHFC the o p p o r t un i t y  to resp o n d  to yo u r  concerns.

S i n c e r e l y ,

Special A a s i s t a n t / P u b l i c  I n f o r m a t io n  O f f i c e r

A t t a c h m e n t s
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A L A S K A  H O U S I N G FINA N C E  CORPORATION 

S e l l e r / S e r v i c e r e

A l a a k a  C o n t i n e n t a l  Bank  38
A l a a k a  F e d e r a l Savinqa & Loa n  1 ,056
A l a a k a  M u t u a l  Bank 5,591
A l a a k a  N a t i o n a l  Bank of t h e  N orth 163
A l a a k a  P a c i f i c  M o r t g a g e  C o m p a n y  1 ,458
A l a a k a  S t a t a b a n k  234
A l a a k a  USA F e d e r a l  Credit U n i o n  1 ,918
AVC P H o u s i n g  A u t h o r i t y  90
B. M. B e h r e n d s  B a n k  450
C e n truat M o r t g a q e  C o r p o r a t i o n  18
C ity M o r t g a g e  C o r p o r a t i o n  1 ,447
C o l u m b i a  M o r t g a g e  C o r p o r a t i o n  8
C o m m o n w e a l t h  W e s t e r n  M o r t g a q e  C o r p o r a t i o n  763
D e n a l i  Fede r a l Cr e d i t  U nion 165
D e n a l i  S t a t e  B a n k  7
F e d A l a a k a  F e d e r a l  Credit U n i o n  19
F irst Ban k  130
Firat F e d e r a l  Bank of A l a s k a  428
F irat F e d e r a l  DVA O n l y  1 ,602
Fi r a t  Gu a r a n t y  M o r t g a g e  C o m pa n y  o f  A l a a k a  414
First I n t e r s t a t e  B a n k  A l a s k a  1 ,616
Firat N a t i o n a l  B ank of A n c h o r a g e  8 ,213
First N a t i o n a l  B a n k  o f  F a i r b a n k s  2 ,196
F r o n t i e r  A l a a k a  S ta t e  C r e d i t  U n i on  377
F r o n t i e r  M o r t g a g e  C o r p o r a t i o n  1
F r o n t i e r  S a v i n q B  &  L o a n  96
G»M»AiC» Mortgage C o rp o ra tion  o f  PA 388
Hom e S a v i n g s  & Loan 1 ,354
I n t e r c o n t i n e n t a l  M o r t g a g e  C o r p o r a t i o n  28
Interior Regio n a l  H o u s i n g  A u t h o r i t y  7
K o d i a k  I s l a n d  Ho u s i n g  A u t h o r i t y  55
L o m a s  & N e t t l e t o n  C o m p a n y  200
M a n u f a c t u r e r s  Ha n o v e r  M o r t g a g e  C o r p o r a t i o n  5 ,358
Mt. M cK i n l e y  M u t u a l  S a v i n q a  6'

N a n a  R e g i o n a l  H o u s i n g  A u t ho r i t y  

N a t i o n a l  Bank o f  A l a a k a  

R a i n i e r  B a n k  Alaska, N.A.

R a i n i er  M o r t g a g e  C o r p o r a t i o n

*  Se a f i r a t  M o r t g a g e  C o r p o r a t i o n  

Security P a c i f i c  M o r t g a q e  C o m p an y  

S p o k a n e  M o r t g a g e  C o m p a n y  

Tl i n g i t - H a i d a  R e g i o n a l  H o u a i n g  Authr 

Un i t e d  B ank A l a s k a

Wa s h i n g t o n  Mo r t g a g e  Company, In^

* W e a te r n  M o r t g a g e  L o a n  Corpora*

T o t a l  Nuh.

* T hose S e l l e r / S e r v i c e r a  that do n o t  h a v e  o f f i c e B
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3/87 - 1 . 4  -
Section 1001

f J. A  d et a i l e d  d e s c r i p t i o n  of loan ser v i c i n g  c a p a b i l it i e s .  To be appro ve d  

<1 an A HFC Sa i l e r  or Servicer, the applicant must h ave an o r i g i n a t i o n  

a n d  s e r v i c i n g  f a c i l i t y  l o c a t e d  in A l a a k a .  If a n y  p o r t i o n  o f  the 

s e r v i c i n g  faci l it i e s  are m o v e d  to a location not in Alaska, this event 

s h a l l  be c o n s i d e r e d  a b r e a c h  of the s e r v i c i n g  agreement end the s e r­

vic i n g  agreement m a y  be t e r m i n a t ed  b y  A H F C  w i t h o u t  any w a i t i n g  p e r i o d  

an d  w i t h o u t  p a y m e n t  to s e r v i c e r  of any p e n a l t y  or other amount. T he  

one e x c e p t i o n  to this requirement is that d a t a  p r o c e s s i n g  f a c i l i t i e s  

ma y  be loca t e d  o t h e r  t h a n  in Alaska.

K. A n y  o t h e r  d o c u m e n t a t i o n  w h i c h  m a y  be h e l p f u l  to v e r i f y ,  c l a r i f y ,  or 

s u b s t a n t i a t e  i n f o r m a t i o n  and / o r  d o c u m e n t a t i o n  in the s u b m i s s i o n  p a c k­

age ao AH F C  m a y  m a k e  a prudent d et ermination.

A H F C  w ill n o t i f y  the app li c a n t  in w r i t i n g  of the a p pr o v a l  o r  d ia a p p r o v a l  of 

the a p p l ication.

Co-.
>ck
4 - "

k n z ,  

%
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Mr. P r e s id e n t :  

LABOR & COMMERCE

4/30/87

DATE TURNED INTO OFFICE

Committee cons ider* CSHB 112(F in )

s e r v i c i n g  o f  c e r t a i n  r e s i d e n t i a l  h ou s in g  m ortgage  lo ans  purchased  
b y  th e  A la s k a  Hous ing  F in a n c e  C o rp d rg t io n ,

and recommended:

[ ] r e p la c e  w i t h  
[ ] or adop t

[ ] a t ta c h e d  amendment(s]

] do pass 

] do n o t  pass 

] no recoramendai 

] i n d i v i d u a l  recbrfipfendations 

] f u r t h e r  r e f e r p ^ l  to  

] l e t t e r  o f  i i

) [] same t i t l e  
) [] new t i t l e

adop ted

Com m ittee [ 3 a t t a c h e d  o r  [ 3 adop ted  f i s c a l  n o te ( s )  
[ 3 new /  [ 3 u p d a ted  o r  [ 3 p r e v io u s

3 z e r o  [ ] f i s c a l  im pac t

MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

Chairman s ig n a tu r e  and recommendation
t 3 Committee Backup Attached



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

Representative Randy P h i l l ip s
P.O. Box 142
Eagle R ive r, AK 99577
Re: Out o f  s ta te  mortgage companies
Dear Rep resen tative P h i l l i p s ,

When I  ta lked  to  you on the phone la s t  week about the problems 
I  have been experiencing with the mortgage company who bought the se rv ic in g  
r ig h ts  to my mortgage, I  was very p leased tha t you are considering introducing 
le g is la t io n  to p ro tec t Alaskan home buyers from mortgage companies.

As I  promised, I  am w ritin g  to  you some o f  the experiences I  have 
been having wi/f^ respect to  se rv ic e  from mortgage companies. The company 
who bought the se rv ic in g  to  my c o n tra c t , M anufacturer's Hanover Mortgage 
Corporation (MHMC) i s  a very la rg e  company, who handles hundreds o f thousands 
o f accounts in  o rde r to  make the l i t t l e  money they make from any one account 
add up. My con tra c t i s  a P re fe rre d  Account Mortgage (PAM), a ls o  sometimes 
known as a secured funds account. As I  exp lained to  you, th is  type account is  
unique in  th a t funds a re  p laced in to  a savings account a t c lo s in g , and each 
month, a p o rtion  o f  these funds a re  taken out by the mortgage company to 
pay p a rt o f the monthly payment. This makes p roperty  more a ffo rd a b le  fo r  
consumers who have more than the minimum ammount necessary fo r  a down payment.

My con trac t s p e c i f ic a l ly  s ta te s  tha t in te re s t  i s  to  be paid on the 
funds in  the account a t an in te re s t  ra te  to be agreed upon by the borrower 
and the f in a n c ia l in s t i t u t io n .  Since MHMC took over the se rv ic in g  o f  the 
c on tra c t, tlv*-ey have paid about $52 .00 over a period o f 24 months. At 
no time have I  been informed o f the in te re s t  ra te  th a t they a re  paying.
For comparison, during the f i r s t  3 months o f the con tra c t when i t  was serv iced 
by a lo c a l f irm , I  earned $102 in  in t e r e s t .  I  now know th a t MHMC is  no 
longer paying in te re s t  on the account, and has not paid any in te re s t  on the 
account s ince the f i r s t  month. This i s  desp ite  the fa c t that they wrote to  me 
in  a le t t e r  a f t e r  they stopped paying in te re s t  tha t they were indeed paying 
in te re s t  in  accordance with the cond ition s o f my c o n tra c t .

A d d it io n a lly , they have succorabed to  the wishes o f the mortgage 
insurance company to inc rease  my y e a r ly  premium by a fa c to r  o f almost 2 .0 .
I t  tu rns out that the mortgage insurance company made a m istake when they 
quoted the ra te  fo r  the insurance be fo re  I  c losed the mortgage. The ra te  
I  and the mortgage company a re  c o n tra c tu a lly  ob lig a ted  to  i s  the on ly one I  
have agreed to paying, but MHMC has a lre ady  taken a d d it io n a l funds from my 
escrow account and did then in c rease  my monthly payment to  make up fo r  the 
d if fe re n c e .

I  could go on fo r  se v e ra l pages about o the r m istakes they have made, 
but I  would ra th e r get to  the po in t o f  preventing such occurrences f o r  o ther 
A laskans.



Representative Randy Phillips

7 October 1986

One item o f s ig n ific a n ce  in  the s itu a t io n  that I  b e lieve  i s  o f 
utmost importance to  inc lude in  le s i s la t io n  is  tha t the buyer must rece ive 
from the mortgagee se rv ic in g  agent each yea r, p re fe ra b ly  with h is  statement o f 
in te re s t  paid , i s  an accounting o f h is  payments fo r  the yea r. In  my case , i t  
took about 19 months o f p leading with MHMC to get th is  account in fo rm a tion . I  
now suspect i t  was because they knew I  would fin d  out a l l  the o the r m istakes 
they had made o f  which I  was not p rev iou s ly  aware. I'm  sure that la rg e  mortgage 
companies w i l l  t e l l  you that i t  is  unnecessary, and tha t the buyer can have the 
in fo rm ation  any time he asks, but my case i s  one in  poin t tha t a law i s  needed 
to  fo rc e  the requirem ent. Punishment fo r  not p rov id ing the in fo rm ation  on 
time should not be severe fo r  the f i r s t  occurrence, but in c rea s in g ly  severe 
f o r  a d d it io n a l occurrences. Of more importance, however, i s  le g is la t io n  to 
provide a le g a l time lim i t  in  which the mortgage company must c o rre c t th e ir  
m istakes a f t e r  having i t  brought to th e ir  a t te n t io n . S ix  months to  a year would 
not be unreasonab le . Mortgage companies w i l l  scream about th is  requirem ent, 
but I  hope tha t you w i ll , not back down to them .. A re p e c t ib le  mortgage 
company would be g lad to get the account s tra igh tened  out in  much le s s  time 
than th a t ; on ly  a mortgage company who does not care about the people who pay 
them w i l l  be re lu c ta n t to work to c o rre c t th e ir  m istakes. They w i l l  a ls o  be 
so re  tha t they now w i l l  have to  do something they have not had to  do b e fo re . 
Punishment fo r  even the f i r s t  instance o f not s tra ig h ten ing  out an account in  
the a l lo t t e d  time should be severe -  p o ss ib ly  $500 to $1000, and paid to  the 
S ta te  o f A laska Consumer P ro te c tio n  Agency.

t ... 'Z

One a d d it io n a l item I  b e lie ve  i s  necessary ; a mortgage company 
should be requ ired  to  in form  the buyer in  advance when a payment i s  to be made 
out o f the escrow account fo r  any item not s p e c i f ic a l ly  sp e lle d  out in  the 
con trac t as an item to  be paid from the escrow account. In  my case , funds were 
taken from escrow fo r  an assessment tha t was supposed to  be paid by the b u i ld e r . 
Even i f  the b u ild e r did not pay, the t i t l e  insurance was to pay f o r  i t ,  but I  
did not know about a l l  th is  u n t i l a f t e r  funds were taken from the escrow 
account. I t  took much time and patience to  get the money back from the 
M un ic ip a lity .

I  would be happy to  work with you on the le g is la t io n  on th is ,  
because I  have c e r ta in ly  learned a l o t  from th is  experience about how l i t t l e  
a home buyer can do to  get ac tion  on the p a rt o f an ou tside mortgage company.

My day phone number i s  277-5605 , and the evening phone is  258 -2184 . 
Thank you f o r  your in te re s t  in  th is  m atte r, and I  lo o k  forward to hearing from 
you soon.

S in c e re ly , .
[f 1 tcLtiill -

Michael Smith
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P.O . BOX V
' i S ta te  C ap ito l

Official Business L \  Juneau, A laska 99811

TO: Members, House Labor and Commerce Committee 
FROM: Rep. Randy Ph illip ^ jj^A  p 
DATE: March 13, 1987 
RE: HB 112

As you may be aware, the re  have been a number o f d i f f i c u l t i e s  
experienced by Alaskans who have had th e i r  home mortgages 
s o ld  to out o f s ta te  mortgage companies. I  have introduced 
HB 112 to  p rov ide some p ro te c tio n  f o r  the consumer. I t  is  
modelled a f t e r  a re c e n t ly  adopted Minnesota law , which I  have
attached . The main fe a tu re s  o f  the b i l l  a re :
* L im ited to AHFC mortgages
* The s e l l in g  lend e r s h a l l n o t i fy  the mortgagor o f  the s a le

no le s s  than ten days a f t e r  the ac tu a l t r a n s fe r .
* N o t i f ic a t io n  must inc lude the name, address and te lephone 

number o f the person who w i l l  assume re s p o n s ib i l i t y  f o r  the 
s e rv ic in g , and accept payments f o r  the mortgage lo an .

* N o t i f ic a t io n  must inc lude a d e ta ile d  w ritte n  f in a n c ia l 
breakdown in c lu d in g , but not lim ite d  to , in te re s t  r a t e , 
payment amount and cu rren t escrow ba lance .

* The purchasing lend e r s h a l l respond w ith in  f i f t e e n  business 
days to  w ritte n  requests f o r  in fo rm a tion  from a mortgagor.
A w ritte n  response must inc lude the telephone number o f a 
company rep re sen ta tiv e  who can a s s is t  the mortgagor.

* Payments made from an escrow account f o r  taxes and 
insurance must be made in  a tim e ly  manner as they become 
due, p rovided there a re s u f f ic ie n t  funds f o r  payment. I f  
there i s  a shortage o f funds the lender s h a l l promptly 
n o t i fy  the m ortgagor.

* I f  a lende r f a i l s  to  make payments, lende r is  l i a b le  fo r  
a c tu a l damages caused by the f a i lu r e  to make payments when



due, as w e ll as a $500 f in e .
* The lende r i s  perm itted to make payments on b eha lf o f j 

mortgagor, even i f  the re  a re not s u f f ic ie n t  funds in  the- 
escrow account. rr\

* I f  lende r f a i l s  to  comply w ith these requirements, the 
lende r is  l i a b le  to the mortgagor fo r  $500 per occurrence, 
in  ad d itio n  to a c tu a l damages caused by the v io la t io n .

I  b e lie v e  tha t HB 112 w i l l  he lp  a l le v ia t e  some o f the 
problems which have been assoc ia ted  w ith the s a le  o f  
A laskan 's mortgages to out o f s ta te  mortgage firm s .
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2 relating to commerce; regulating securities;
3 regulating the assignment of certain real property
4 loans and the administration of certain escrow
5 accounts; providing certain exemptions; regulating
6 real estate brokers ?nc salespersons; modifying
7 re-examination requirements; providing trust account
8 requirements for licensees acting as principals;
9 granting certain enforcement powers to the

10 commissioner; providing certain remedies; requiring
11 storage of abstracts of title within Minnesota;
12 amending Minnesota Statutes 19S4, sections 47.20,
13 subdivision 9; 80A.14, subdivision 18; 80A.15,
14 subdivision 1; 82.17, subdivision 4; 82.22,
15 subdivisions 3, 6, and 13; 62.24, subdivision 2;
16 82.26; 82.27, subdivision 1; 82.33, subdivision 2;
17 386.375; and Minnesota Statutes 1985 Supplement,
18 sections 80A.13, subdivision 1; 80A.15, subdivision 2;
19 and 82.19, subdivision 3; proposing coding for new law
20 in Minnesota Statutes, chapter 47.

21
22 3 E . I T  ENACTED EV THE LEGISLATURE OF TH E  STATE OF MINNESOTA;

23 Section 1. [47.205] [ASSIGNMENT OF HOHTGAGE; DUTIES;

24 PENALTIES.]

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

26 section, the terms defined in this subdivision have the meanincs

27 c i v e m  them.

28 (a] "Lender"'means all state banks and trust companies,

29 national bankino associations, state and federally chartered

30 savlncs and loan associations, mortcace banks, mutual savincs

31 banks, insurance companies, credit unions r.akinc a loan, or any

32 p e rson making a conventional loan as defined under section

33 47.20, subdivision 2. clause (3) or cooperative apartment lean
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1 as defined under section 47.20, subdivision 2. uiau- e (<i.

. telling lender" is a lender who sells, assicns. or transfers

3 »he aervicine of a loan, to a "ourchasinc lender er a servicinc

4 acent

5 fb) "Loan" means all loans and advances of credit

authorised under sect ion 47.20, subdivision 1, clauses (1)

(41 and conventional leans as defined under section 47. 20,

subdivision 2, clause (3) or cooperative aoa rtment loan as

defined under section 47.20, subdivision 2, clause (4).

1 0  ( c )  " E s c r o w  a c c o u n t "  means. e s c r o w ,  a c e n c v .  o r  s i . T . i l a r

11 account for the payment of taxes or insurance premiums wish

12 respect to a mortgaged one-to-four family, owner occupied

13 residence located in this state.

14 (d) "Person" means an individual, corporation, business

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

16 Subd. 2 .  [ASSIGNMENT 03 SALE Of MORTGAGE LOANS.J If the

17 servicino of mortcaoe leans financing one-to-four family owner

18 -occupied residences located in this state is sold or assigned to

19 another person:

20 (11 the selling lender shall .notify the mortcaoor of the

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

22 The notification must i n d u c e  the .name, address, and telephone

23 number of the person who will assume responsibility for

24 servicino ar.J accept payments for the mortcaoe loan and the

25 notification must also include a detailed written financial'

26 breakdown, including but not U n i t e d  to, interest rate, monthly

27 payment amount, and current escrow balance:

28 ( 2 )  the purchasing lender shall issue corrected coupon or

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

30 mortcaoor within 20 davs after the first pavment to the

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

22 number of the person from whom the mortgagor car, receive

33 information recardino the servicing of the loan, and shall9
34 inform the mortcaoor of anv chances made regarding the mortcaoe 

25 escrow accounts or servicinc reculrements including, but not

36 limited to, interest rate, monthly pavment amount, and current

A

o

o
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(31 the ourchasinc lender shall respond -»ithin 15 business 

3 davs to a w r i tten request for information frcr, a mortcacor. A

s -ritter. response must include the telephone number of the

5 company representative who can assist the m o r t c a c o r * .

6 Subd. 3. [ADMINISTRATION Or ESCROW A C C O U N T S . ] Each lender

7 recuirino funds of a nortcaoor to be said into an escrow account

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

9 mortcacee one-to-four family owner occupied residence located in

10 this state shall make payments for the taxes or insurance frcm

11 the escrow accour.t in a timely manner as these oblicaticns

12 become cue provided that funds paid into the account bv the

13 mortcacor are sufficient for the savment. If there is a

14 shortace of funds, the lender shall oromotlv notify the

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

16 oavments. the lender is liable to the mortcaoor for actual

17 camaces caused by the failure to oav the amounts when cue and is 

16 sub-iect to penalties provided in subdivision 4. except that the

19 lender mav present anv lecal defense in anv subsecuent hearing.

20 The lender is permitted to make a payment on behalf of the

21 mortcacor even thouoh there are not sufficient funds in a

22 particular account to cover the payment.

23 Subd. 4. (P E N A L T I E S .1 If a lender fails to comply with the

24 pecuiremcr.fs~~of subdivisions 2 and 3. tne^lenoer is liable to

1 escrow balance: and ■

2 5 the mortoaoor for S500 per occurrence, in addition to actual

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

28 subdivision 9, is amended to read:

t
29 Subd. 9. (1) :or purposes of this subdivision the term

30 "mortcacee" shall mean all state banks and trust companies,

31 national banking associations, state and federally chartered

32 savings and loan associations, mortgage banks, mutual savings

33 banks, insurance companies, credit unions or assignees of the

34 above. Each mortgagee requiring funds of a mortgagor to be paid

35 into 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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BY JIM ERICKSONDaily News business reporter
nchorage resident Leonard Hamil­ton said he doesn’t anger easily, but he got “ really frosted" when earlier .this year the Outside company ser- 1 vicing his home loan lost his month­ly mortgage payment.“ They assumed I. didn't send it, and they did everything but accuse me of lying about it when I said I did,”  Hamilton said.■ .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 Mort­gage Corp. of Farmington Hills, Mich. That firm services more than 360,COO home loans, and is one of the largest mortgage companies in the world."What upsets me most is, this is an Alaska loan, but it’s being serviced outside the state, by someone that I can’t just go and see and resolve any issue I  might have," Hamilton said. .*Hamilton is one of hundreds of Alaska 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. - » f „But due to changes In the financial services ?*!. marketplace, lucrative home loan servicing*?? portfolios now are freely traded among finan--^,' ciai institutions nationwide. . • .-v : KWhat that means to borrowers, is an instituy £• tiou far from home may be collecting the Kmonthly mortgage checks and handling es- crow accounts for taxes and insurance. Hom­eowners have no say whether their mortgage r>;will be sold, or to whom. Borrowers like CvHamilton say that, as a result, they can never |sbe assured of the quality or convenience' service they will receive, no matter hoW |_£

Sea Page H-4, SOLD OUT pr
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C a n d i d a t e s  h a v e

fWell, one election down and one to go. Thai Alaska will have a new governor. Despite 1 ess money, both Steve Cowper and Arliss Sturgu- 
’ewski upset the "known quanities”  ki Primary election — defeatine an incumbent
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Continued from Page H-1

carefully they choose a local financial institu­tion.The practice has become widespread both inside and outside Alaska. As the practice has grown, it has touched off a controvery be­tween 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 S547 million in AHFC 
loans.At least seven local lenders — Alaska Statebank, First Guaranty Mortgage Compa­ny of Alaska, Home Savings and Loan, Alas­ka Continental Bank, Security National Bank, City Mortgage Corp. and Alaska National Bank of the North — now have so-called “ pass-through" agreements with Manufactur­ers Hanover. Until recently, AHFC loans closed by those institutions were transferred automatically out of state, although borrow­ers 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 compar ies 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 top dollar to local institutions that originate the 
mortgages.Jim Crawford, president of Anchorage- based City Mortgage, said some companies 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. I can’t kick about that, and I 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, depend­ing on what is most profitable for the compa­ny. He said his firm tells buyers the loan may be serviced elsewhere.According to AHFC officials, many people are initially angry when they learn 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 experi­ence.Gary Stiller was set to close on an assum­able AHFC loan he had already qualified for through a local lender. But after moving into his new home, Manufacturers Hanover abrupt­ly vetoed his application. Despite numerous frantic phone calls to the company’s headquar­ters, Stiller said he could not get a satisfacto­ry explanation of why he was turned down." I 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 ’l l 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 Manu­facturers Hanover early this year.The first problem cropped up when Seelin­ger sent off his March payment. Shortly afterward, Seelinger received urgent messages from two different departments at Manufac­turers Hanover. One letter, dated March 10,
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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 361 late fee. (“ I  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 not before Manufacturers Hanover sent him jan ominous delinquent mortgage notice.About two months ’ later, Seelinger got another nonsensical letter from ManufacturersHanover. This time, the company Statebank had not provided any ;aid Alaska proof thatSeelinger's home had the necessary property insurance when ,the loan was transferred. Seelinger’s loan had been transferred from Home Savings and Loan, not Aldska State­bank. | {“ I finally said; the hell with them," Seelin­ger said. " I had to have (the insurance) when I bought the house, and payments lfor it are included in the house payment. I told them, ‘you prove that I don’t have it.’ ’* I Instead, Seelinger said the company pur­chased a policy for him at a cost of inore than $1,000 annually, even though he already was covered by a policy costing 3320 jannually. They sent him a bill, which he has never paid.Representatives for Manufacturers 'Hanover said they resolved the problem' when Seelin­ger furnished proof of insurance. They can­celed the 31,000 policy and stopped billing him. ' IBut Seelinger isn’t exactly satisfied “ Had I had any indication this was going to happen to me I would have done things differently . . .  in the future, I 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 Associa­tion, 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 "fcaid. 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, acknowleged 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 company 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 servic­ers of 9.92 percent. By comparison, the delin­quency rate at Manufacturers Hanover is 13.19 percent, high enough to result in the suspen­sion 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 hom­eowners 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 I have to think about the lending community, too." Because of the state’s trou­bled 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

See Page H-5, SOLO O U T
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badly," Lehr said.In some parts of the country, the practice has produced more than grumbling.An uproar from 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 5500 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 agree­ments would be required to tell borrowers that their mortgage will be serviced elsewhere before the loan is closed.“ I know the banks will come unglued" if the legislation is introduced, Phillips said. “ But they’ve got to have some social responsi­

bility."" I think people should at least be given the option. I ’m paying good money for a product, and I expect some company loyalty to me in exchange for my loyalty."Frank of the Mortgage Bankers Association said any plan that allows individual hom­eowners to decide who services their mortgage is unrealistic, as are suggestions that individu­al 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 goin£ 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 it will service the loan forever, he said."You may talk to banks, and they’l l tell you they are always going to service it. But if their earnings go in the toilet, they'll sell it. I 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. “ It will take awhile to grow into it." -,

!3RADItiE!ft: T w o  c a n d id a te s ’s ty le s  differ
Continued from Page H-1

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 thor­ough and fair."
Perhaps Cowper is more

apt to stir the pot a little, just to see what bubbles up, and then adjust his course of ac­tion. Sturgulewski may be ■ more apt to think longer about stirring the pot in the first place.
Both approaches are posi­tive or negative attributes, depending on what one wants from government under vary­ing political and economic cir­cumstances. Perhaps the vot­ers’ task in November will be
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M o rtg a g e  b a n k  r e p lie s
A recent article in the Daily News, "Sold out: Alaska borrowers fume as accounts ped­dled Outside,”  indicates the confusion and misunderstanding surrounding the mortgage lending process and our operations. This con­fusion exists nationally, and mortgage lenders have to accept some responsibility for it.Manufacturers Hanover Mortgage Corpora­tion 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 invest­ment 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 occasion­ally 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, payoffs, 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 situa­tion: Homeowners we and other institutions assumed would be good credit risks have iproven otherwise. In retrospect, our under­writing procedures should have been more rigorous. On the other hand, the entire lend­ing industry is witnessing the same situation in every energy-based economy state — which indicates that even the most thorough under­writing cannot guarantee acceptable delin­quency rates.

We have great iaun in Alaska and Alas­kans. Which is why we've brought financial resources of Wall Street to provide for Alaska housing; why we’ve established on-site servic­ing representation in Anchorage; why we’ve established a major internal customer rela­tions program to improve our responsiveness; and why I and other senior MHMC executives personally answer all customer calls and letters addressed to us.We’re not perfect. Mistakes happoi 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 af­fect 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 be­cause we also perform a service — for banks, savings & loans, Alaska Housing Finance, and ultimately, Alaskans who’ve dreamed of home ownership. — Warren J. Carr PresidentMaufacturers Hanover Mortgage Corporation
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P . 0 .  Box V , S late Cap ito l 
Juneau, A laska 99811-3100 

M ail S top  3100 
(907 ) 465-3991

October 15, 1986
MEMORANDUM
TO: Rep re sen t a t i v e  Randy P h i l l i p s
ATTN: Jane t  S e i t z
FROM: Jay  Livey

L e g i s l a t i v e  Ana ly s t

RE: Laws Regarding the  O u t - o f - S t a t e  S a l e  o f  Mortgage Loan S e r v i c in g
P o r t f o l i o s
Research Request 8 7 . 0 1 8

You a sked  t h a t  we resea rch  the laws o f  o t h e r  s t a t e s  r ega rd ing  the 
o u t - o f - s t a t e  s a l e  o f  mortgage loan  s e r v i c i n g  p o r t f o l i o s .  Some mortgage 
l e n de r s  s e l l  mortgage l o an  s e r v i c i n g  p o r t f o l i o s  t o  o th e r  f i n a n c i a l  i n s t i ­
t u t i o n s  r a t h e r  than s e r v i c i n g  a l l  the  l o an s  t h a t  they  o r i g i n a t e .  To the 
consumer, t h i s  means t h a t  a f i n a n c i a l  i n s t i t u t i o n  o t h e r  than the  o r i g i n a ­
t o r  o f  t h e i r  l oan  w i l l  be r e s p on s ib l e  f o r  c o l l e c t i n g  monthly mortgage pay­
ments as we l l  as p rocess ing  any o th e r  paperwork in vo lved  with the mortgage 
l oan  agreement. C u r r e n t l y ,  t n e re  a re  no laws in A la ska  which r e s t r i c t  o r  
r e g u l a t e  the o u t - o f - s t a t e  s a l e  o f  these  s e r v i c i n g  p o r t f o l i o s .

According t o  Mary P f a f f  o f  the  Mortgage Bankers A ss o c i a t i o n  o f  America 
(MBAA), Minnesota i s  the on ly  s t a t e  t h a t  has enacted l e g i s l a t i o n  concern­
ing the  o u t - o f - s t a t e  s a l e  o f  mortgage loan  s e r v i c i n g  p o r t f o l i o s .  Minne­
s o ta  law r e q u i r e s  homeowners t o  be n o t i f i e d  t h a t  t h e i r  mortgage w i l l  be 
s e r v i c ed  by ano the r  f i n a n c i a l  i n s t i t u t i o n  and imposes a $500 pena l t y  on 
mortgage s e r v i c e r s  i f  they  are  n eg l ig en t  in s e r v i c i n g  a l o a n .
Jane t  F rank ,  o f  the Mortgage Bankers A s s o c ia t i o n  o f  America, a l s o  noted 
t h a t  the  A ss oc ia t i o n  has adopted g u id e l i n e s  r ega rd ing  the  s e r v i c i n g  o f  
mortgage p o r t f o l i o s .  A summary o f  these  g u id e l i n e s  f o l l o w s :

1. Cen te r s  s e r v i c i n g  mortgage p o r t f o l i o s  shou ld p rov ide  adequate 
t o l l - f r e e  te lephone s e r v i c e  f o r  bo r rowe rs .

2 .  An e f f i c i e n t  p r o c e d u r e  f o r  h a n d l i n g  c o m p l a i n t s  s h ou ld  be 
e s t a b l i s h e d .
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3 .  S imple assumptions ( i . e . , t h o s e  not r e q u i r i n g  permiss ion f rom an 
i n v e s t o r )  should be processed w i th in  30 days.

4 .  I f  a bor rower has an escrow account ,  t ax  and insu rance b i l l s  
r e c e iv ed  f i f t e e n  days be fo re  d i scoun t  o r  p en a l t y  da tes  should be 
pa id  by those da te s .  An escrow a n a l y s i s  shou ld be completed on 
each mortgage account annua l l y  t o  assu re  t h a t  s u f f i c i e n t  funds 
a re  a v a i l a b l e  f o r  insurance and t a x e s .

5 .  A l l  mortgage payments shou ld be processed w i th in  twen ty - fou r  
hours o f  r e c e i p t  by the mortgage company.

6 .  I f  s e r v i c i n g  i s  to  be t r a n s f e r r e d ,  a n o t i c e  o f  t r a n s f e r  should be
sen t  t o  the  borrower by both the  o ld  and new s e r v i c e r s .  The
n o t i c e  shou ld  prov ide  a l l  the i n f o rm a t i o n  needed by the bor rower 
t o  guarantee the e f f i c i e n t  t r a n s f e r  o f  the  servicing in c lud ing :  
name, address and phone number o f  new s e r v i c e r ,  the  ..i ' 'e
da t e  o f  the t r a n s f e r ,  i n s t r u c t i o n s  concern ing in te r im  payments
and the name o f  a con tac t  i n d i v i d u a l  a s soc ia ted  with the new 
s e r v i c e r .

We have been wa i t ing  t o  r e c e iv e  a copy o f  the  Minnesota law pe r t a in in g  to  
the  o u t - o f - s t a t e  s a l e  o f  p o r t f o l i o s  b e f o r e  comple t ing t h i s  memorandum.
This law has no t y e t  a r r i v e d ;  we w i l l  send you a copy when i t  does.  In 
the  meantime, you shou ld be ab le  to  ob ta in  a copy d i r e c t l y  f rom L u c i l l e  
S t e e t s ,  P r e s id en t  o f  the  A laska Mortgage Bankers A s s o c i a t i o n .  She can be 
reached in Anchorage a t  the Nat iona l  Bank o f  A la ska  ( 2 6 5 - 2 8 6 0 ) .  A ls o ,  a 
copy o f  the  MBAA g u id e l i n e s  has-been a t tached t o  t h i s  memorandum.
I hope t h a t  t h i s  in f o rma t i on  i s  u s e f u l .  I f  you r e q u i r e  a dd i t i o n a l  
r e s e a r c h ,  p l e a se  do not h e s i t a t e  t o  c on tac t  us .

JL

Attachment



c r

1125 Fifteenth Street. N'.VC.
'X iih incron . D C. 20005
202 -8 61 -6 500

Mortgage Bankers Association o f  America

M ortgage B anke rs A ssoc ia tion  o f  A m e ric a  

M O RTG A G E  SE RV IC IN G  G U ID E L IN E S

D eve loped  by th e :

S e rv ic in g  C om m itte e  
and

S ta te  and L o c a l MBA L ia ison  C om m itte e  
o f  the

M ortgage B ankers A ssoc ia tion  o f  A m e rica



MORTGAGE BANKERS ASSOCIATION OF AMERICA 

Mortgage S e r v i c i n g  G u id e l in e s

T h is  document sugges ts  g e n e r a l  g u id e l in e s  f o r  th e  
perform ance o f  r e s i d e n t i a l  m ortgage s e r v i c i n g .  The Mortgage 
Bankers A s s o c ia t i o n  o f  Am erica recommends adherence to  th e se  
g u id e l i n e s  whenever p o s s ib l e .  I t  r e co g n iz e s  however t h a t  th e  
p r a c t i c e  o f  i n d i v i d u a l  mortgage companies may v a r y  f o r  one or 
more reasons , i n c lu d in g  l o c a l  custom  or r e g u la t io n s ,  th e  
p re s su re  o f  y e a r -e n d  vo lum es, th e  im pact o f  la r g e  t r a n s fe r s  o f  
s e r v i c i n g ,  or th e  nonperformance o f  t h i r d - p a r t y  ven do rs .  In  
recommending a d o p t io n  o f  th e s e  g u i d e l i n e s ,  th e  MBA re c o g n iz e s  
t h a t  m eeting  th e  t im e  frames f o r  perform ance d e s c r ib e d  h e r e in  
may n o t  a lw ays  be p o s s ib le .  The t im e  frames do , however, 
r e p r e s e n t  g e n e ra l  g u id e l in e s  o f  p r a c t i c e .

Customer S e r v i c e

M ortgage com pan ies ' s e r v i c i n g  c e n te r s  sh ou ld  p r o v id e  
adequa te  l o c a l ,  t o l l - f r e e  or c o l l e c t - c a l l  te le p h o n e  s e r v i c e  f o r  
m ortgagors . R e c o g n iz in g  t h a t  e v e r y  company w i l l  e x p e r ie n c e  
p e r io d s  o f  peak te le p h o n e  vo lum e (wh ich  w i l l  cause m ortgagors t o  
g e t  a busy  s i g n a l ) ,  th e  number o f  incom ing te le p h o n e  l i n e s  
sh o u ld  be adequa te  t o  hand le  th e  a ve rage  volume o f  c a l l s .

C om p la in t  P rocedures

I n  any c u s to m e r -r e la t e d  b u s in e s s ,  th e r e  a re  c o m p la in ts .  
E v e r y  company s h o u ld  have a w e l l - t h o u g h t - o u t  procedure  f o r  
h a n d l in g  c o m p la in ts  p ro m p t ly .  A l th o u g h  some m a tte rs  a re  com plex  
and t h e r e fo r e  s lo w  t o  r e s o l v e ,  c o m p la in t  p rocedures  sh ou ld  
p r o v id e  (1) f o r  an i n i t i a l  re spo n se  to  th e  m ortgagor, 
acknow ledg ing  t h e  m a tte r  w i t h i n  f i v e  (5) b u s in e s s  d a ys ,  (2) f o r  
co n t in u ou s  f o l l o w -u p  u n t i l  th e  m a t te r  i s  r e s o l v e d ,  (3) f o r  
n o t i c e  o f  th e  r e s o lu t i o n  o f  th e  m a t te r  t o  th e  m ortgagor, and (4) 
f o r  r e g u la r  r e p o r t in g  to  s e n io r  management on th e  volume and 
n a tu re  o f  c o m p la in t s .

R e g u la to r y  agenc ies  a ls o  r e c e i v e  i n q u i r i e s  and 
c o m p la in ts .  To f a c i l i t a t e  th e  a g e n c ie s ' r o l e  as c o n d u i t s ,  
m ortgage com panies shou ld  d e s ig n a te  i n d i v i d u a l s  t o  e x p e d i t e  
r e g u la t o r s '  i s s u e s .  I n d i v i d u a l s  so d e s ig n a te d  shou ld  have  th e  
a u t h o r i t y  and re so u rce s  a v a i l a b l e  t o  r e s o l v e  such co m p la in ts .
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D is ch a rg e  (P a yo f f )

M ortgage  companies shou ld  make a g o o d - f a i t h  e f f o r t  to  
p ro cess  m ortgage d is c h a rg e s  by  s en d in g  com pleted  docum en ta tion  
to  th e  m ortgagor o r  by f i l i n g  docum en ta t ion  in  accordance w i th  
s t a t e  r e g u la t io n s  w i t h i n  t h i r t y  (30) days (or as o th e rw is e  
r e q u ir e d  b y  la w ) .  I f  documents a re  n o t  a v a i l a b l e ,  or i f  a 
tem porary  ba ck lo g  e x i s t s ,  companies shou ld  make a g o o d - f a i t h  
e f f o r t  to  s a t i s f y  t h e i r  o b l i g a t i o n  t o  mortgagors b y  th e  use o f  
a l t e r n a t i v e s ,  such as e s to p p e l  c e r t i f i c a t e s .

W r i t t e n  requ es ts  from m ortgagors  (or t h e i r  d e s ig n e e s )  f o r  
d is c h a rg e  in fo rm a t io n  sh ou ld  be answered w i t h i n  f i v e  (5) 
b u s in e s s  d a y s .

Assum ption  P ro cess in g  .

When a l l  n e c essa ry  in fo r m a t io n  has been r e c e i v e d  from 
bu yer  and s e l l e r ;  a s im p le  assum ption  (which does n o t  r e q u ir e  
p e rm is s io n  from  an i n v e s t o r  or p r o c e s s in g  o f  an a p p l i c a t i o n )  
s h ou ld  be p ro cessed  w i t h i n  t h i r t y  (30) da ys .

More com plex assum ption s— th o s e  on w h ich  th e  i n t e r e s t  r a te  
a d ju s t s  t o  m arket r a t e  o r  t h a t  r e q u i r e  an i n v e s t o r ' s  
p e r m is s io n — cannot be p ro cessed  on a f i x e d  s ch ed u le .  M ortgage 
com panies a re  n e v e r th e le s s  r e s p o n s ib le  f o r  h a n d l in g  th e se  
assum ption s  p ro m p t ly ,  a p p r is in g  m ortgagors  o f  d e la y s  o u t s id e  o f  
t h e i r  c o n t r o l .  •

N ew -Loan  P ro c e s s in g

Payment i n s t r u c t i o n s  sh ou ld  be  p ro v id e d  to  m ortgagors a t  
l e a s t  f i v e  (5) days  b e fo r e  t h e i r  f i r s t  payment i s  d u e . .  A l l  da ta  
r e q u ir e d  t o  p r o p e r l y  s e r v i c e  a m ortgage sh ou ld  be e n te r e d  i n t o  
th e  m ortgage com pany 's  reco rd s  w i t h i n  tw e n ty  (20) days  o f  th e  
due d a te  o f  th e  f i r s t  paym ent.

W henever s e r v i c i n g  i s  t r a n s f e r r e d  t o  a new s e r v i c e r ,  
n o t i c e  o f  th e  t r a n s f e r  o f  s e r v i c i n g  shou ld  be r e c e i v e d  b y  th e  
m ortgagor a t  l e a s t  f i v e  (5) days b e fo r e  th e  due d a te  o f  th e  
m o r tg a g o r 's  n e x t  s ch ed u led  paym ent. I f  n o t i c e  o f  t r a n s f e r  o f  
s e r v i c i n g  i s  no t  g i v e n  i n  a t im e l y  fa s h io n ,  th e  m o r tg a g o r 's  
payment s h o u ld  be a c c e p te d ,  r e c e i p t  o f  payment and a .n o t i c e  o f  
t r a n s f e r  o f  s e r v i c in g  sh o u ld  be s e n t  to  th e  m ortgagor; and th e  
paym ent, s h o u ld  be r e m i t t e d  to  th e  new s e r v i c e r .



Page 3

For  m ortgagors  w i t h  escrow  (impound) accoun ts , th e  
f o l l o w in g  s tan da rds  a p p l y :  Tax  b i l l s  r e c e i v e d  f i f t e e n  (15) days
b e fo r e  d is c o u n t  or p e n a l t y  d a te s  sh ou ld  be p a id  on o r  b e fo re  
th o se  d a te s .  Hazard in su ra n ce  b i l l s  r e c e i v e d  f i f t e e n  (15) days 
b e fo r e  the  due d a te  o f  paym ent shou ld  l i k e w is e  be p a id  on or 
b e fo r e  the  due d a te .

M ortgage  companies a re  r e s p o n s ib le  f o r  ta x  p e n a l t i e s  and 
in su ra n ce  c a n c e l l a t i o n s ,  e x c e p t  i n  cases where a mortgagor has 
r e c e i v e d  a b i l l  and has f a i l e d  to  r e m it  i t  t o  th e  mortgage 
company w i t h i n  f i f t e e n  (15) days o f  th e  due d a te .

M ortgage  companies a r e  p l a i n l y  r e s p o n s ib le  fo r  lo s s e s  
r e s u l t i n g  from  nonpayment o r  d e l in q u e n t  payment o f  a m o r tg a g o r 's  
t a x e s  o r  in su ra n ce  premiums caused by  th e  n eg l ig e n c e  o f  the  
m ortgage com pan ies ' em p lo yees  or b y  p ro cedu ra l o m iss io n s .  As a 
measure o f  p r o t e c t i o n  f o r  m ortgagors  and in v e s to r s ,  mortgage 
companies s h o u ld  m a in ta in  in su ra n ce  co verage  fo r  e r ro r s  and 
o m iss ion s  c o n s i s t e n t  w i t h  th e  s tan da rds  o f  the  F e d e r a l  N a t io n a l  
M ortgage  A s s o c ia t i o n .

To ensu re  t h a t  s u f f i c i e n t  funds a re  accrued to  pay  ta x e s  
and in su ra n ce  premiums, m ortgage  companies shou ld  perform  a 
co m p le te  escrow  (impound) a n a l y s i s  on e v e r y  m o r tg a g o r 's  escrow  
(impound) a c co u n t  a t  l e a s t  once a y e a r .  The a n a l y s i s  shou ld  
c l e a r l y  show how th e  new paym ent amount has been c a lc u l a t e d  and 
s h o u ld  be r e c e i v e d  b y  th e  m ortgagor a t  l e a s t  te n  (10) days  
b e fo r e  th e  e f f e c t i v e  d a t e  o f  changes i n  payment.

M ortgage  companies sh o u ld  n o t  i n s i s t  t h a t  m ortgagors r e m it  
a changed paym ent amount w h i l e  th e  companies are co n du c t in g  
re s e a rc h  i n  response  t o  a s u b s ta n t i v e  o b j e c t i o n  t o  escrow  
(impound) a n a l y s i s .  By t h i s  g u id e l i n e ,  tem porary suspens ion  o f  
a payment change does n o t  a p p l y ,  f o r  exam ple , when a m ortgagor 
o b j e c t s  to  th e  need f o r  an escrow  (impound) a ccoun t o r  to  the  
s ta n d a rd  i n d u s t r y  method o f  c a l c u l a t i n g  escrow (impound) 
paym ents .

Payment of M o r t g a g o r’s T axes and Hazard Insurance

Pavment P ro ce s s in g  >

On a n o n a c c e le r a te d  m ortgage , i f  a mortgage payment i s  
made i n  an amount e q u a l  t o  th e  c u r re n t  m on th ly  paym ent, or i n  an 
amount equ a l t o  th e  c u r r e n t  m on th ly  payment p lu s  th e  amount o f  
p a s t -d u e  paym ents a lo n g  w i t h  accrued l a t e  cha rges , i t  shou ld  be 
p rocessed  w i t h i n  t w e n t y - f o u r  (24) hours o f  r e c e ip t  b y  th e  
m ortgage company. A  l a t e  charge  shou ld  n o t  be assessed  i f  f u l l  
payment has been r e c e i v e d  b e fo r e  th e  d a te  l a t e  charges  are 
a u th o r iz e d  i n  th e  m ortgage  documents.
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C C
Forbea rance

M ortgage  companies sh ou ld  no t i n s t i t u t e  f o r e c lo s u r e  a c t io n  
w h i l e  i n v e s t i g a t i n g  a r e a so n a b le  customer d is p u te  con ce rn in g  
payments r e c e i v e d .  Fo rbea rance  from fo r e c lo s u r e  i s  n o t  urged 
when a c h r o n i c a l l y  d e l in q u e n t  mortgagor appears to  be r a is in g  
th e  is s u e  o n l y  to  f o r e s t a l l  f o r e c lo s u r e  a c t i o n .  I f  th e  mortgage 
company has made an e r r o r  con cern in g  payment, i t  w i l l  seek  to  
ensure  t h a t  th e  cu s to m e r 's  c r e d i t  r a t in g  i s  no t a f f e c t e d ,  by 
c o r r e c t in g  payment r e co rd s  and, i f  needed, b y  c o r r e c t in g  
in fo rm a t io n  a l r e a d y  s u b m it te d  to  a c r e d i t - r e p o r t i n g  agency  or to  
an o th e r  le n d e r .

T r a n s fe r s  o f  S e r v i c in g

When making t r a n s f e r s  o f  s e r v i c in g ,  s e l l e r s  and buyers  
have a r e s p o n s i b i l i t y  t o  each o th e r  and to  th e  m ortgagors  whose 
lo an s  are t r a n s f e r r e d .  I n  such t r a n s a c t io n s ,  m ortgage companies 
sh ou ld  have a c o n t r a c t  t h a t  d e t a i l s  t h e i r  s e v e r a l  
r e s p o n s i b i l i t i e s  and p r o v id e s  a t im e ta b le  f o r  c o m p le t in g  
ag reed -u pon  t a s k s .  I n  u n d e r ta k in g  la r g e  t r a n s f e r s ,  s e l l e r s  and 
bu yers  s h o u ld  make c e r t a i n  t h a t  s u f f i c i e n t  manpower and 
f a c i l i t i e s  a re  d e d ic a t e d  t o  th e  t r a n s fe r  to  ensure  t h a t  t h e i r  
o b l i g a t i o n s  t o  one an o th e r  and to  mortgagors are  m et. The 
f o l l o w in g  i s  a l i s t  o f  th e  p r i n c i p a l  r e s p o n s i b i l i t i e s  o f  s e l l e r s  
and b u y e r s :

S e l l e r s '  R e s p o n s i b i l i t i e s .  I t  i s  r e c o m m e n d e d  t h a t  s e l l e r s  
s h o u l d :

1. Send a n o t i c e  o f  t r a n s f e r  o f  s e r v i c in g  to  m or tgago rs ,
w h ich  in c lu d e s :

o The  e f f e c t i v e  d a te  o f  t r a n s fe r  t o  th e  b u y e r ;

o The  new s e r v i c e r ' s  name, address , and t e le p h o n e  number
( t o l l - f r e e  number, i f  a v a i l a b l e ) ;

o The  name o f  a r e f e r r a l  person o r  departm en t i n  th e y  
b u y e r 's  company;

o I n s t r u c t i o n s  con ce rn in g  in te r im  payments ( u n t i l  n o t ic e
o f  th e  t r a n s f e r  o f  s e r v i c in g  i s  s e n t  from th e  b u y e r ) ;

o Reassurance  t h a t  th e  t r a n s fe r  o f  s e r v i c i n g  does not 
a f f e c t  th e  term s and c o n d i t io n s  o f  th e  m ortgage ;
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o  I n f o r m a t i o n  a b o u t  m o r t g a g e  l i f e  i n s u r a n c e ,  m o r t g a g e  

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

2 .  P r o v i d e  t h e  h a z a r d  i n s u r a n c e  a g e n t  o r  c a r r i e r  w i t h  a  
n o t i c e  o f  t r a n s f e r  i n  t h e  f o r m  o f  a  c o r r e c t e d  m o r t g a g e e  
c l a u s e .

3 .  N o t i f y  t h e  t a x - b i l l  s e r v i c e  o r  t a x i n g  a u t h o r i t y  o f  t h e  
t r a n s f e r ,  i f  a p p l i c a b l e .

4 .  N o t i f y  t h e  F H A ,  V A  ( i n  t h e  c a s e  o f  l o a n s  i n  f o r e c l o s u r e ) ,  
o r  m o r t g a g e  i n s u r a n c e  c o m p a n y  o f  t h e  t r a n s f e r .

5 .  B r i n g  e s c r o w  ( i m p o u n d )  a c c o u n t s  c u r r e n t  b y  p a y i n g  
o u t s t a n d i n g  b i l l s .

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

7 .  P r o v i d e  t h e  f o l l o w i n g  d o c u m e n t s  a n d  i n f o r m a t i o n  t o  t h e  
b u y e r ,  w h e n  a p p r o p r i a t e :

o  C o m p l e t e  l o a n  f i l e s  o r  p h o t o c o p i e s  a n d / o r  m i c r o f i c h e s  
o f  l o a n  f i l e s ;

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

o  C o n t r a c t s  w i t h  a  t a x - b i l l  s e r v i c e  o r  a  l i s t i n g  o f  
t a x - s e r v i c e  c o n t r a c t  n u m b e r s ,  i f  a p p l i c a b l e ;

o  S e r v i c i n g  h i s t o r y ,  s u c h  a s  t h e  l a s t  t w e l v e  m o n t h s '  
p a y m e n t s  a n d  d i s b u r s e m e n t s  a n d  t h e  l a s t  e s c r o w  
a n a l y s i s ;

o  C o l l e c t i o n  h i s t o r y  o n  a l l  l o a n s ;

o  F o r e c l o s u r e  i n f o r m a t i o n  o n  l o a n s  t r a n s f e r r e d  d u r i n g  t h e  
f o r e c l o s u r e  p r o c e s s ;

o  B a n k r u p t c y  i n f o r m a t i o n  a n d  d o c u m e n t s ;

o  P e n d i n g  p a y o f f  a n d / o r  a s s u m p t i o n  s t a t e m e n t s ;

o  O t h e r  i n f o r m a t i o n  c o n c e r n i n g  p e n d i n g  i t e m s ,  i n c l u d i n g ,  
f o r  e x a m p l e ,  p a r t i a l  r e l e a s e s ,  m o r t g a g e  l i f e  o r  
m o r t g a g e  d i s a b i l i t y  c l a i m s ,  a n d  a n y  m a t t e r s  i n  
l i t i g a t i o n ;
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o  P h o t o c o p i e s  o f  l e t t e r s  a n d  n o t i c e s  c o n c e r n i n g  t h e  
t r a n s f e r  o f  s e r v i c i n g  a d d r e s s e d  t o  m o r t g a g o r s ,  h a z a r d  
i n s u r a n c e  a g e n t s  a n d  c a r r i e r s ,  t a x - b i l l  s e r v i c e s ,  t h e  
F H A ,  t h e  V A ,  m o r t g a g e  i n s u r a n c e  c o m p a n i e s ,  e t c .

8 .  W h e n  t h e  p h y s i c a l  t r a n s f e r  o f  s e r v i c i n g  i s  c o m p l e t e d :

o  A n s w e r  m o r t g a g o r s '  q u e s t i o n s  a b o u t  t h e  t r a n s f e r ;

o  F o r w a r d  m o r t g a g e  p a y m e n t s  d a i l y  t o  t h e  b u y e r  ( f o r  a  
p e r i o d  o f  a t  l e a s t  t h i r t y  ( 3 0 )  d a y s ) ;

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

B u y e r s '  R e s p o n s i b i l i t i e s .  I t  i s  r e c o m m e n d e d  t h a t  b u y e r s  s h o u l d :

1 .  S e n d  a  n o t i c e  o f  t h e  t r a n s f e r  o f  s e r v i c i n g  t o  m o r t g a g o r s ,
r e c a p i t u l a t i n g  a n d  e l a b o r a t i n g  o n  t h e  i n f o r m a t i o n  
c o n t a i n e d  i n  t h e  s e l l e r ' s  n o t i c e .  T h e  b u y e r ' s  n o t i c e  
s h o u l d  b e  s e n t  c o n c u r r e n t l y  w i t h  t h e  s e l l e r ' s ,  o r  s h o r t l y  
t h e r e a f t e r .

2 .  P r e p a r e  f o r  t h e  t r a n s f e r  o f  s e r v i c i n g  b y  e n s u r i n g  t h a t  
a d e q u a t e  f a c i l i t i e s  a n d  s t a f f  a r e  a v a i l a b l e  t o  s e t  u p  l o a n  
i n f o r m a t i o n  f r o m  t r a n s f e r r e d  f i l e s  q u i c k l y .

3 .  C o n d u c t  a  l e g a l  r e v i e w  o f  s t a t e  r e q u i r e m e n t s  b e f o r e  b u y i n g
s e r v i c i n g ,  i n  o r d e r  t o  e n s u r e  c o m p l i a n c e  w i t h  s t a t e  l a w s ,

• s t a t u t e s ,  a n d  r e g u l a t i o n s  a n d  w i t h  i n d u s t r y  s t a n d a r d s  f o r
s e r v i c i n g .

4 .  W h e n  t h e  t r a n s f e r  o f  s e r v i c i n g  i s  c o m p l e t e d :

o  R e s p o n d  t o  m o r t g a g o r s '  q u e s t i o n s  a n d  r e q u e s t s
c o n c e r n i n g  p a y o f f s ,  a s s u m p t i o n s ,  y e a r - e n d  s t a t e m e n t s ,
s e r v i c i n g  p r a c t i c e s  ( e . g . ,  p r o c e d u r e s  f o r  m a k i n g
p a y m e n t s ,  a c c e p t a n c e  o f  t o l l - f r e e  o r  c o l l e c t  t e l e p h o n e  
c a l l s ) ,  e t c .  ( A  b u y e r  s h o u l d  m a k e  e v e r y  e f f o r t  t o  
a v o i d  r e f e r r i n g  m o r t g a g o r s  b a c k  t o  t h e  p r e v i o u s  
s e r v i c e r .  I f  a  m o r t g a g o r ' s  r e q u e s t  c a n n o t  b e  h o n o r e d  
w i t h o u t  r e c o u r s e  t o  t h e  s e l l e r ,  i t  i s  t h e  b u y e r ,  n o t  
t h e  m o r t g a g o r ,  w h o  s h o u l d  c o m m u n i c a t e  w i t h  t h e  s e l l e r ) ;

o  H a n d l e  q u e s t i o n s  f r o m  i n s u r a n c e  a g e n t s  o r  c a r r i e r s ,  
t a x i n g  a u t h o r i t i e s ,  g o v e r n m e n t  a g e n c i e s ,  e t c . ;



c  c

o  P r a c t i c e  f o r b e a r a n c e  w i t h  m o r t g a g o r s  w h e n  s o r t i n g  o u t  
t r a n s f e r - r e l a t e d  p r o b l e m s  ( d e l i n q u e n c i e s ,  t h e  
a s s e s s m e n t  o f  l a t e  c h a r g e s ) .
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T r a i n i n g

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



M o r t g a g e  B a n k e r s  A s s o c i a t i o n  o f  A m e r i c a  
V i s t a  I n t e r n a t i o n a l  -  W a s h i n g t o n ,  D . C .  

S e p t e m b e r  4 - 5 ,  1 9 8 6

C BO A R D  OF G O V E R N O R S  C

R E S O L U T I O N

S U B J E C T :  M o rtg ag e  S e rv ic in g  G .u ide lin es

B E  I T  R E S O L V E D  T H A T :

T he  M o rtg a g e  B a n k e rs  A s s o c ia t io n  o f  A m e r ic a  re c o g n iz e s  th a t  
th e  a t ta c h e d  M o rtg a g e  S e rv ic in g  G u id e lin e s  g e n e ra l ly  d e s c r ib e  
p ro p e r  re s id e n t ia l m o r tg a g e  s e rv ic in g  and  th e r e fo r e  re c om m en d s  
a d h e ren ce  t o  th e s e  g u id e lin e s  by i t s  m em b e rsh ip .

E X P L A N A T I O N :

/  R e c e n t  a t te m p ts  by s t a t e  le g is la t o r s  to  re g u la te  c e r t a in  a s p e c ts  
o f  m o r tg a g e  s e rv ic e r s '  re la t io n s h ip s  w ith  th e i r  c u s to m e rs
p rom p ted  th e  S e rv ic in g  C o m m it te e  and S t a te  and L ocaJ i h d a  

L ia is o n  C o m m it t e e  to  re c om m en d  th e  e s ta b lis h m e n t o f  u n ifo rm  
m o rtg a g e  s e rv ic in g  g u id e lin e s . A  g rou p  c om p rise d  o f  m em b e rs  
f r o m  b o th  o f  th e s e  c o m m it t e e s  d r a f t e d  th e  a t ta c h e d  d o c u m e n t . 
T h ese  M o rtg a g e  S e rv ic in g  G u id e lin e s  a r e  in te n d ed  a s  a  s e t  o f  
su ggested  bu s in ess  p r a c t ic e s  th a t  th e  in d u s try  s h o u ld  s t r iv e  
to  m ee t in o r d e r  to  p r o t e c t  i t s  c u s tom e rs  and p r o te c t  th e  in d u s try  
f r o m  u n n e ce ssa ry  r e g u la t io n .

* * * * * * * * * * * * * * * * * * * *

R E C O M M E N D A T I O N  O P : E x e c u t iv e  C o m m it te e
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M o rtg ag e  B an k e rs  A s so c ia t io n  o f  A m e r ic a  

‘ M O R T G A G E  S E R V IC IN G  G U ID E L IN E S
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D e v e lo p e d  by th e :

S e rv ic in g  C o m m it te e  
and

S ta te  and  L o c a l M BA L ia is o n  C o m m it te e  
o f  th e

M o rtg ag e  B an k e rs  A s so c ia t io n  o f  A m e ric a
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M O R T G A G E  B A N K E R S  A S S O C I A T I O N  OF A M E R I C A

M o r t g a g e  S e r v i c i n g  G u i d e l i n e s

T h i s  d o c u m e n t  s u g g e s t s  g e n e r a l  g u i d e l i n e s  f o r  t h e  
p e r f o r m a n c e  o f  r e s i d e n t i a l  m o r t g a g e  s e r v i c i n g .  T h e ‘ M o r t g a g e  
B a n k e r s  A s s o c i a t i o n  o f  A m e r i c a  r e c o m m e n d s  a d h e r e n c e  t o  t h e s e  
g u i d e l i n e s  w h e n e v e r  p o s s i b l e .  I t  r e c o g n i z e s  h o w e v e r  t h a t  t h e  
p r a c t i c e  o f  i n d i v i d u a l  m o r t g a g e  c o m p a n i e s  m a y  v a r y  f o r  o n e  o r  
m o r e  r e a s o n s ,  i n c l u d i n g  l o c a l  c u s t o m  o r  r e g u l a t i o n s ,  t h e  
p r e s s u r e  o f  v e a r - e n d  v o l u m e s ,  t h e  i m p a c t  o f  l a r g e  t r a n s f e r s  o f  
s e r v i c i n g ,  o r  t h e  n o n p e r f o r m a n c e  o f  t h i r d - p a r t y  v e n d o r s .  I n  
r e c o m m e n d i n g  a d o p t i o n  o f  t h e s e  g u i d e l i n e s ,  t h e  M B A  r e c o g n i z e s  
t h a t  m e e t i n g  t h e  t i m e  f r a m e s  f o r  p e r f o r m a n c e  d e s c r i b e d  h e r e i n  
m a y  n e t  a l w a y s  b e  p o s s i b l e .  T h e ’ t i m e  f r a m e s  d o ,  h o w e v e r ,  
r e p r e s e n t  g e n e r a l  g u i d e l i n e s  o f  p r a c t i c e .

C u s t o m e r  S e r v i c e

M o r t g a g e  c o m p a n i e s ' s e r v i c i n g  c e n t e r s  s h o u l d  p r o v i d e  
a d e q u a t e  l o c a l ,  t o l l - f r e e  o r  c o l l e c t - c a l l  t e l e p h o n e  s e r v i c e  f o r  
m o r t g a g o r s .  R e c o g n i z i n g  t h a t  e v e r y  c o m p a n y  w i l l  e x p e r i e n c e  
p e r i o d s  o f  p e a k  t e l e p h o n e  v o l u m e  ( w h i c h  w i l l  c a u s e  m o r t g a g o r s  t o  
g e t  a  b u s y  s i g n a l ) ,  t h e  n u m b e r  o f  i n c o m i n g  t e l e p h o n e  l i n e s  
s h o u l d  b e  a d e q u a t e  t o  h a n d l e  t h e  a v e r a g e  v o l u m e  o f  c a l l s .

C o m p l a i n t  P r o c e d u r e s

I n  a n y  c u s t c m e r - r e l a t e d  b u s i n e s s ,  t h e r e  a r e  c o m p l a i n t s .  
E v e r y  c o m p a n y  s h o u l d  h a v e  a  w e l l - t h o u g h t - o u t  p r o c e d u r e  f o r  
h a n d l i n g  c o m p l a i n t s  p r o m p t l y .  A l t h o u g h  s o m e  m a t t e r s  a r e  c o m p l e x  
a n d  t h e r e f o r e  s l o w  t o  r e s o l v e ,  c o m p l a i n t  p r o c e d u r e s  s h o u l d  
p r o v i d e  ( 1 )  f o r  a n  i n i t i a l  r e s p o n s e  t o  t h e  m o r t g a g o r ,  
a c k n o w l e d g i n g  t h e  m a t t e r  w i t h i n  f i v e  ( 5 )  b u s i n e s s  d a y s ,  ( 2 )  f o r  
c o n t i n u o u s  f o l l o w - u p  u n t i l  t h e  m a t t e r  i s  r e s o l v e d ,  ( 3 )  f o r  
n o t i c e  o f  t h e  r e s o l u t i o n  o f  t h e  m a t t e r  t o  t h e  m o r t g a g o r ,  a n d  ( 4 )  
f o r  r e g u l a r  r e p o r t i n g  t o  s e n i o r  m a n a g e m e n t  o n  t h e  v o l u m e  a n d  
n a t u r e  o f  c o m p l a i n t s .

R e g u l a t o r y  a g e n c i e s  a l s o  r e c e i v e  i n q u i r i e s  a n d  
c o m p l a i n t s .  T o  f a c i l i t a t e  t h e  a g e n c i e s '  r o l e  a s  c o n d u i t s ,  
m o r t g a g e  c o m p a n i e s  s h o u l d  d e s i g n a t e  i n d i v i d u a l s  t o  e x p e d i t e  
r e g u l a t o r s '  i s s u e s .  I n d i v i d u a l s  s o  d e s i g n a t e d  s h o u l d  h a v e  t h e  
a u t h o r i t y  a n d  r e s o u r c e s  a v a i l a b l e  t o  r e s o l v e  s u c h  c o m p l a i n t s .



»

D is c h a rg e  ( P a y o f f )

* P a g e  i Q  £ (

C M ortgage  com pan ies  s h o u ld  make a g c c d - f a i t h  e f f o r t  t o  
p r o c e s s  m ortgage  d i s c h a r g e s  b y  s en d in g  c o m p le te d  d o c u m e n ta t io n  
t o  th e  m ortgagor o r  b y  f i l i n g  d o c u m e n ta t io n  i n  a c co rd a n ce  w i t h  
s t a t e  r e g u la t i o n s  w i t h i n  t h i r t y  (30) d a ys  ( c r  as o t h e r w is e  
r e q u i r e d  by  l a w ) .  I f  docum en ts  are  n o t  a v a i l a b l e ,  o r  i f  a 
te m p o ra ry  b a c k lo g  e x i s t s ,  com panies s h o u ld  make a g o o d - f a i t h  
e f f o r t  to  s a t i s f y  t h e i r  o b l i g a t i o n  to  m o r tg a g o rs  b y  th e  use  o f  
a l t e r n a t i v e s ,  such  as e s t o p p e l  c e r t i f i c a t e s .

W r i t t e n  r e q u e s t s  from  m ortgagors  (o r  t h e i r  d e s ig n e e s )  f o r  
d is c h a r g e  i n f o r m a t i o n  s h o u ld  be answ ered  w i t h i n  f i v e  (5) 
b u s in e s s  d a ys .

A s s u m p t i o n  P r o c e s s i n g

When a l l  n e c e s s a r y  in f o r m a t io n  has been  r e c e i v e d  from  
b u y e r  and s e l l e r ;  a s im p le  a ssu m p tion  (w h ich  does n o t  r e q u i r e  
p e rm is s io n  from  an i n v e s t o r  o r  p r o c e s s in g  o f  an a p p l i c a t i o n )  
s h o u ld  be p r o c e s s e d  w i t h i n  t h i r t y  (30) d a y s .

More co m p lex  a s s u m p t io n s — th o s e  on w h ic h  t h e  i n t e r e s t  r a t e  
a d ju s t s  to  m ark e t  r a t e  o r  t h a t  r e q u i r e  an i n v e s t o r ' s  
p e r m i s s i o n - - c a n n o t  be p r o c e s s e d  on a f i x e d  s c h e d u le .  M o r tg a g e  
com pan ies  a re  n e v e r t h e l e s s  r e s p o n s ib le  f o r  h a n d l in g  th e s e  
assum ptions  p r o m p t l y ,  a p p r i s i n g  m or tgago rs  o f  d e l a y s  o u t s i d e  o f  
t h e i r  c o n t r o l .

N ew -Loan  P ro c e s s in g

Payment i n s t r u c t i o n s  s h o u ld  be p r o v i d e d  t o  m o r tg a g o rs  a t  
l e a s t  f i v e  (5) d a y s  b e f o r e  t h e i r  f i r s t  paym en t i s  du e .  A l l  d a t a  
r e q u i r e d  to  p r o p e r l y  s e r v i c e  a m ortgage s h o u ld  be e n t e r e d  i n t o  
t h e  mortgage c o m p a n y 's  r e c o r d s  w i t h i n  . tw e n t y  (20) da ys  o f  th e  
due  d a te  o f  th e  f i r s t  p a ym en t .  •

Whenever s e r v i c i n g  i s  t r a n s f e r r e d  t o  a new s e r v i c e r ,  
n o t i c e  o f  th e  t r a n s f e r  o f  s e r v i c i n g  s h o u ld  be r e c e i v e d  b y  th e  
m ortgagor  a t  l e a s t  f i v e  (5) da ys  b e fo r e  th e  due d a t e  o f  th e  
m o r tg a g o r 's  n e x t  s c h e d u le d  paym ent. I f  n o t i c e  o f  t r a n s f e r  o f  
s e r v i c i n g  i s  n o t  g i v e n  i n  a t i m e l y  f a s h io n ,  th e  m o r t g a g o r 's  
paym ent shou ld  be a c c e p t e d ,  r e c e i p t  o f  paym en t and a n o t i c e  o f  
t r a n s f e r  o f s e r v i c i n g  s h o u ld  be s e n t  to  th e  m o r tg a g o r ;  and th e  
paym en t,  s h ou ld  be  r e m i t t e d  t o  th e  new s e r v i c e r .

9
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Pavm en t o f  M o r t o a c o r 's  T a xes  and H a za rd  In su ra n c e

( Fo r  m o r tg a g o rs  w i t h  e s c ro w  ( im pound) a c c o u n ts ,  th e  
f o l l o w i n g  s ta n d a r d s  a p p l y :  T a x  b i l l s  r e c e i v e d  f i f t e e n  (15) d a y s
b e f o r e  d i s c o u n t  o r  p e n a l t y  d a t e s  s h o u ld  be p a id  on or b e f o r e  
th o s e  d a t e s .  H a za rd  in s u ra n c e  b i l l s  r e c e i v e d  f i f t e e n  (15) d a y s  
b e f o r e  th e  due d a t e  o f  paym ent s h o u ld  l i k e w i s e  be p a id  on o r  
b e f o r e  th e  due d a t e .

M or tgage  com pan ies  a re  r e s p o n s i b l e  f o r  t a x  p e n a l t i e s  and 
in s u r a n c e  c a n c e l l a t i o n s ,  e x c e p t  i n  c a s e s  where  a m o r tgago r  has 
r e c e i v e d  a b i l l  and has f a i l e d  t o  r e m i t  i t  to  th e  m ortgage  
company w i t h i n  f i f t e e n  (15) d a y s  o f  t h e  due d a te .

M ortgage  com pan ies  a re  p l a i n l y  r e s p o n s ib l e  f o r  l o s s e s  
r e s u l t i n g  from  nonpaym en t o r  d e l i n q u e n t  paym ent o f  a m o r tg a g o r ' s 
t a x e s  o r  in s u r a n c e  premiums c a u s e d  b y  th e  n e g l ig e n c e  o f  th e  
m or tgage  c o m p a n ie s ' em p lo yees  o r  b y  p r o c e d u r a l  o m is s io n s .  As a 
m easure  o f  p r o t e c t i o n  f o r  m o r tg a g o r s  and i n v e s t o r s ,  m ortgage  
com pan ies  s h o u ld  m a in t a in  in s u r a n c e  c o v e r a g e  f o r  e r r o r s  and 
o m is s io n s  c o n s i s t e n t  w i t h  th e  s t a n d a r d s  o f  th e  F e d e r a l  N a t i o n a l  
M o r tg a g e  A s s o c i a t i o n .c  ̂ a

To  en su re  t h a t  s u f f i c i e n t  fu n d s  a re  accrued  t o  p a y  t a x e s  
and in s u ra n c e  prem ium s, m o r tgag e  com pan ie s  sh ou ld  p e r fo rm  a

( c o m p le te  e sc row  (im pound) a n a l y s i s  on e v e r y  m o r tg a g o r 's  e s c ro w  
( im pound) a c c o u n t  a t  l e a s t  once  a y e a r .  The  a n a l y s i s  s h o u ld  
c l e a r l y  show how t h e  new paym en t amount has been  c a l c u l a t e d  and 
s h o u ld  be r e c e i v e d  b y  t h e  m o r tg a g o r  a t  l e a s t  t e n  (10) d a ys  
b e f o r e  th e  e f f e c t i v e  d a t e  o f  ch a n g es  i n  paym en t.

a changed  paym en t amount w h i l e  t h e  com pan ies  a re  c o n d u c t in g  
r e s e a r c h  i n  r e s p o n s e  t o  a s u b s t a n t i v e  o b j e c t i o n  to  e sc row  
( im pound) a n a l y s i s .  By t h i s  g u i d e l i n e ,  tem po ra ry  s u s p e n s io n  o f  
a paym en t change  d o es  n o t  a p p l y ,  f o r  e xa m p le ,  when a m o r tg a g o r  
o b j e c t s  to  th e  n eed  f o r  an e s c ro w  (im pound) a c co u n t  o r  t o  th e  
s ta n d a r d  i n d u s t r y  m ethod  o f  c a l c u l a t i n g  escrow  (impound) .
p a ym e n ts .

Pavm en t P r o c e s s in g

On a n o n a c c e l e r a t e d  m o r tg a g e ,  i f  a m ortgage paym en t i s  
made i n  an amount e q u a l  t o  t h e  c u r r e n t  m o n th ly  paym ent, o r  i n  an 
amount e q u a l  t o  t h e  c u r r e n t  m o n th ly  paym en t p lu s  th e  amount o f  
p a s t - d u e  paym ents  a lo n g  w i t h  a c c r u e d  l a t e  ch a rg es ,  i t  s h o u ld  be 
p r o c e s s e d  w i t h i n  t w e n c y - f o u r  (24) hou rs  o f  r e c e i p t  b y  th e  
m or tg age  company. A  l a t e  c h a rg e  s h o u ld  n o t  be a s s e s s e d  i f  f u l l  
payment: has been  r e c e i v e d  b e f o r e  th e  d a re  l a t e  charges  a re  
a u t h o r i z e d  i n  t h e  m or tg age  d o cu m e n ts .

M or tgage  com pan ies  s h o u ld  n o t  i n s i s t  t h a t  m or tgago rs  r e m i t
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M o r tg a g e  com pan ies  s h o u ld  n o t  i n s t i t u t e  f o r e c lo s u r e  a c t i o n  
w h i l e  i n v e s t i g a t i n g  a r e a s o n a b le ,  cus tom er d i s p u t e  c o n c e rn in g  
pa ym en ts  r e c e i v e d .  F o rb e a ra n c e  from  f o r e c l o s u r e  i s * n o t  u rg ed  
when a c h r o n i c a l l y  d e l i n q u e n t  m o r tgago r  ap p e a rs  t o  be r a i s i n g  
t h e  i s s u e  o n l y  to  f o r e s t a l l  f o r e c l o s u r e  a c t i o n .  I£ r th e  m or tgage  
com pany has made an e r r o r  c o n c e rn in g  pa ym en t,  i t  w i l l  s e e k  t o  
e n s u r e  t h a t  t h e  c u s to m e r 's  c r e d i t  r a t i n g  i s  h o t  a f f e c t e d ,  b y  
c o r r e c t i n g  paym ent r e c o rd s  a n d , " i f  n e ed ed ,  b y  c o r r e c t i n g  
i n f o r m a t i o n  a l r e a d y  s u b m i t t e d  t o  a c r e d i t - r e p o r t i n g  a g en c y  o r  t o  
a n o th e r  l e n d e r .

F o r b e a r a n c e  .

T r a n s f e r s  o f  S e r v i c i n g

When m ak ing  t r a n s f e r s  c f  s e r v i c i n g ,  s e l l e r s  and b u y e r s  
h a v e  a r e s p o n s i b i l i t y  t o  each  o t h e r  and t o  th e  m or tgago rs  whose 
l e a n s  a re  t r a n s f e r r e d .  I n  such t r a n s a c t i o n s ,  m ortgage  com pan ies  
s h o u ld  h ave  a c o n t r a c t  t h a t  d e t a i l s  t h e i r  s e v e r a l  
r e s p o n s i b i l i t i e s  and p r o v i d e s  a t im e t a b l e  f o r  c o m p le t in g  
a g r e e d -u p o n  t a s k s .  I n  u n d e r t a k in g  la r g e  t r a n s f e r s ,  s e l l e r s  and 
b u y e r s  s h o u ld  make c e r t a i n  t h a t  s u f f i c i e n t  manpower and 
f a c i l i t i e s  a re  d e d i c a t e d  t o  th e  t r a n s f e r  t o  ensu re  t h a t  t h e i r  
o b l i g a t i o n s  t o  one a n o th e r  and t o  m or tgago rs  a re  m e t.  The 
f o l l o w i n g  i s  a l i s t  o f  t h e  p r i n c i p a l  r e s p o n s i b i l i t i e s  o f  s e l l e r s  
and b u y e r s :

S e l l e r s '  R e s p o n s i b i l i t i e s . I t  i s  recommended t h a t  s e l l e r s  
s h o u ld :

1. Send a n o t i c e  o f  t r a n s f e r  o f  s e r v i c i n g  t o  m o r tg a g o rs ,
w h ich  i n c l u d e s :

o The e f f e c t i v e  d a t e  o f  t r a n s f e r  t o  th e  b u y e r ;

o The new s e r v i c e r ' s  name, a d d r e s s ,  and t e le p h o n e  number 
( t o l l - f r e e  number, i f  a v a i l a b l e ) ;  •

o The name o f  a r e f e r r a l  p e rson  o r  d e p a r tm en t  i n  t h e y  
b u y e r ' s company;

o I n s t r u c t i o n s  c o n c e r n in g  i n t e r im  paym ents  ( u n t i l  n o t i c e  
o f  t h e  t r a n s f e r  o f  s e r v i c i n g  i s  s e n t  from th e  b u y e r ) ;

o R eassu rance  t h a t  t h e  t r a n s f e r  o f  s e r v i c i n g  does  n o t  
a f f e c t  th e  te rm s  and c o n d i t i o n s  o f  th e  m o r tg ag e ;



o I n f o r m a t i o n  a b o u t  m o r t g a g e  l i f e  i n s u r a n c e ,  m o r t g a g e  
d i s a b i l i t y  i n s u r a n c e ,  or  a n y  o t h e r  f o r m  of  o p t i o n a l  
m o r t g a g e  i n s u r a n c e ,  if a p p l i c a b l e .

P r o v i d e  t h e  h a z a r d  i n s u r a n c e  a g e n t  or  c a r r i e r  w i t h  a 
n o r i c e  o f  t r a n s f e r  i n  t h e  f o r m  o f  a c o r r e c t e d  m o r t g a g e e  

c l a u s e .

N o t i f y  t h e  t a x - b i l l  s e r v i c e  o r  t a x i n g  a u t h o r i t y  o f  t h e  
t r a n s f e r ,  if a p p l i c a b l e .

N o t i f y  t h e  FHA, V A  (in t h e  c a s e  of l o a n s  in f o r e c l o s u r e ) ,  
o r  m o r t g a g e  i n s u r a n c e  c o m p a n y  o f  the t r a n s f e r .

B r i n g  e s c r o w  ( i m p o u n d )  a c c o u n t s  c u r r e n t  b y  p a y i n g  
o u t s t a n d i n g  b i l l s .

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

t h e  m o r t g a g o r .

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

o C o m p l e t e  l o a n  f:'les o r  p h o t o c o p i e s  a n d / o r  m i c r o f i c h e s  
of l o a n  f i l e s ;

o I n s u r a n c e  p o l i c i e s  o r  c e r t i f i c a t e s  a n d  r e l a t e d
c o r r e s p o n d e n c e ,  i n c l u d i n g  a n y  p e n d i n g  loss c l a i m s ;

o C o n t r a c t s  w i t h  a t a x - b i l l  s e r v i c e  o r  a l i s t i n g  o f  
t a x - s e r v i c e  c o n t r a c t  n u m b e r s ,  if a p p l i c a b l e ;

o S e r v i c i n g  h i s t o r y ,  s u c h  a s  t h e  l a s t  t w e l v e  m o n t h s '  
p a y m e n t s  a n d  d i s b u r s e m e n t s  a n d  the l a s t  e s c r o w  
a n a l y s i s ;

o C o l l e c t i o n  h i s t o r y  o n  a l l  loans;

o F o r e c l o s u r e  i n f o r m a t i o n  o n  l o a n s  t r a n s f e r r e d  d u r i n g  the 

f o r e c l o s u r e  p r o c e s s ;

o B a n k r u p t c y  i n f o r m a t i o n  a n d  d o c u m e n t s ;

o.  P e n d i n g  p a y o f f  a n d / o r  a s s u m p t i o n  s t a t e m e n t s ;

o O t h e r  i n f o r m a t i o n  c o n c e r n i n g  p e n d i n g  it e m s ,  i n c l u d i n g ,  
for e x a m p l e ,  p a r t i a l  r e l e a s e s ,  m o r t g a g e  l i f e  o r  
m o r t g a g e  d i s a b i l i t y  c l a i m s ,  a n d  a n y  m a t t e r s  in



o P h o t o c o p i e s  of l e t t e r s  and n o t i c e s  c o n c e r n i n g  t h e
t r a n s f e r  of s e r v i c i n g  a d d r e s s e d  to  m o r t g a g o r s ,  h a z a r d  
i n s u r a n c e  a g e n t s  a n d  c a r r i e r s ,  t a x - b i l l  s e r v i c e s ,  t h e  
F H A , t h e  VA, m o r t g a g e  i n s u r a n c e  c o m p a n i e s ,  etc.

8 . W h e n  the p h y s i c a l  t r a n s f e r  of s e r v i c i n g  is c o m p l e t e d :

o A n s w e r  m o r t g a g o r s '  q u e s t i o n s  a b o u t  the. t r a n s f e r ;

o F o r w a r d  m o r t g a g e  p a y m e n t s  d a i l y  t o  t h e  b u y e r  ( f o r  a 
p e r i o d  of a t  l e a s t  t h i r t y  (30) d a y s ) ;

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

3 u v e r s 1 R e s p o n s i b i l i t i e s . I t  is r e c o m m e n d e d  t h a t  b u y e r s  s h o u l d :

1. S e n d  a n o t i c e  o f  t h e  t r a n s f e r  of s e r v i c i n g  to m o r t g a g o r s ,
r e c a p i t u l a t i n g  a n d  e l a b o r a t i n g  o n  t h e  i n f o r m a t i o n  
c o n t a i n e d  i n  t h e  s e l l e r ' s  n o t i c e .  T h e  b u y e r ' s  n o t i c e  
s h o u l d  b e  s e n t  c o n c u r r e n t l y  w i t h  the s e l l e r ' s ,  or  s h o r t l y  

t h e r e a f t e r .  •

2. P r e p a r e  f o r  t h e  t r a n s f e r  of s e r v i c i n g  b y  e n s u r i n g  t h a t  
a d e q u a t e  f a c i l i t i e s  a n d  s t a f f  are a v a i l a b l e  t o , s e t  u p  l o a n  
i n f o r m a t i o n  f r o m  t r a n s f e r r e d  f i l e s  q u i c k l y .

3. C o n d u c t  a l e g a l  r e v i e w  o f  s t a t e  r e q u i r e m e n t s  b e f o r e  b u y i n g  
s e r v i c i n g ,  in  o r d e r  t o  e n s u r e  c o m p l i a n c e  w i t h  s t a t e  l aws, 
s t a t u t e s ,  a n d  r e g u l a t i o n s  a n d  .with i n d u s t r y  s t a n d a r d s  f o r  
s e r v i c i n g .

4. W h e n  t h e  t r a n s f e r  o f  s e r v i c i n g  is c o m p l e t e d :

o R e s p o n d  t o  m o r t g a g o r s ' q u e s t i o n s  a n d  r e q u e s t s
c o n c e r n i n g  p a y o f f s ,  a s s u m p t i o n s ,  y e a r - e n a  s t a t e m e n t s ,  
s e r v i c i n g  p r a c t i c e s  (e.g., p r o c e d u r e s  f o r  m a k i n g  *' 
p a y m e n t s ,  a c c e p t a n c e  of t o l l - f r e e  or c o l l e c t  t e l e p h o n e  
c a l l s ) ,  etc. (A b u y e r  s h o u l d  m a k e  e v e r y  e f f o r t  to  
a v o i d  r e f e r r i n g  m o r t g a g o r s  b a c k  to t h e  p r e v i o u s  
s e r v i c e r .  If a m o r t g a g o r ' s  r e q u e s t  c a n n o t  b e  h o n o r e d  
w i t h o u t  r e c o u r s e  to  t h e  seller, it is t h e  b u y e r ,  n o t  
the m o r t g a g o r ,  w h o  s h o u l d  c o m m u n i c a t e  w i t h  t h e  s e l l e r ) ;

o H a n d l e  q u e s t i o n s  f r o m  i n s u r a n c e  a g e n t s  o r  c a r r i e r s ,  
t a x i n g  a u t h o r i t i e s ,  g o v e r n m e n t  a g e n c i e s ,  etc.;
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o P r a c t i c e  f o r b e a r a n c e  w i t h  m o r t g a g o r s  w h e n  s o r t i n g  o u t  
t r a n s f e r - r e l a t e d  p r o b l e m s  ( d e l i n q u e n c i e s ,  the 
a s s e s s m e n t  of l a t e  c h a r g e s ) .

T r a i n i n g

M o r t g a g e  c o m p a n i e s  s h o u l d  p r o v i d e  t r a i n i n g  to a l l  
e m p l o y e e s ,  so t h a t  t h e y  d o  t h e i r  w o r k  w e l l  a n d  a r e  a b l e  to 
p r o v i d e  i n f o r m e d  s e r v i c e  to m o r t g a g o r s .
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T h i s  a p l e a  f o r  a s s i s t a n c e  to t r y  to e l i m i n a t e  

a p r o b l e m  I h a v e  r e c e n t l y  e n c o u n t e r e d .

L a t e l y  I h a v e  b e e n  t r y i n g  to r e f i n a n c e  t w o  

p r o p e r t i e s .  T o  f a c i l i t a t e  r e f i n a n c i n g ,  it w a s  n e c e s s a r y  t o  

g e t  a " S t a t e m e n t  of p a y o f f "  f r o m  t h e  m o r t g a g e  c o m p a n y  h o l d i n g  

t h e  p r e s e n t  l o a n .  T h e  o r i g i n a l  l o a n  h a d  b e e n  s o l d  to a 

m o r t g a g e  c o m p a n y  i n  M a r y l a n d .  So f a r  it  h a s  b e e n  n e a r l y  t e n  

w e e k s  s i n c e  t h e  r e q u e s t  f o r  p a y o f f  w a s  s u b m i t t e d ,  b o t h  w r i t t e n  

a n d  v e r b a l .  I t  s e e m s  a f t e r  r e p e a t e d  c o m m u n i c a t i o n s  w i t h  t h e  

m o r t g a g e  c o m p a n y  t h a t  s o m e o n e  4 0 0 0  m i l e s  a w a y  d o e s  n o t  d e s e r v e  

a n y  a t t e n t i o n  w h a t s o e v e r .  N e e d l e s s  to s a y ,  it h a s  b e e n  e x t r e m e l y  

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

I h a v e  c o n t a c t e d  t h e  S t a t e  B a n k i n g  & S e c u r i t i e s  

C o m m i s s i o n  a n d  f o u n d  t h e r e  a r e  n o  l a w s ,  r e g u l a t i o n s  or 

a n y t h i n g  to c o n t r o l  t h e  s e l l i n g  o f  m o r t g a g e s .  A c c o r d i n g  t o  t h e  

p e r s o n  I s p o k e  w i t h ,  t h e r e  h a v e  b e e n  n u m e r o u s  c o m p l a i n t s  a b o u t  

O u t s i d e  c o m p a n i e s  " s t o n e w a l l i n g "  A l a s k a  r e s i d e n t s  t r y i n g  to 

g e t  i n f o r r a a t i o n | n e c e s s a r y  to c l o s e  o n  a s a l e  or r e f i n a n c e  o f  a 

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

a r e  n o t  c o n s i d e r e d  b a n k s  a n d  t h e r e f o r e  a r e  b a s i c a l l y  

u n r e g u l a t e d .

It is m y  r e q u e s t  t h a t  l e g i s l a t i o n  be i n i t i a t e d  

t o  p l a c e  s o m e  c o n t r o l s  o n  t h e  s e l l i n g  o f  m o r t g a g e s .  If t h e y  

a r e  to b e  s o l d ,  t h e  b u y e r  of t h e  p a p e r s  s h o u l d  b e  r e q u i r e d

A u g u s t  6 ,  1 9 8 6

R a n d y  P h i l l i p s :
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m a i n t a i n  a n  o f f i c e  i n  t h e  S t a t e  of  A l a s k a ,  t h e r e b y  

g u a r a n t e e i n g  a c c e s s  b y  t h e  r e s i d e n t s  of  A l a s k a .  T h i s  c o n t r o l  

s h o u l d  b e  l e g i s l a t e d  to i n c l u d e  b o t h  b a n k s  a n d  m o r t g a g e  c o m p a n i e s .

T h a n k  y o u  f o r  a n y  a s s i s t a n c e  y o u  m a y  g i v e  to 

a l l e v i a t e  t h i s  p r o b l e m  i n  t h e  f u t u r e  f o r  A l a s k a  c i t i z e n s .

N o b o d y  s h o u l d  h a v e  to g o  t h r o u g h  t h e  f r u s t r a t i n g  e x p e r i e n c e  

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

T h a n k  Y o u ,

H a l  W i l e y  /  

4 ^ 4 -  3 | c)(. t u ) ;
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Offered:  A/28/87 5-0A56B
Referred :  Rules

Original sponsor: Phillips

1 IN THE HOUSE , BY THE FINANCE COMMITTEE

2 CS FOR HOUSE BILL NO. 112 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A FIFTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the servicing of certain residen-

7 tial housing mortgage loans purchased by the Alaska

8 Housi ng Finance Corporation."

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

10 * Section 1. AS 18.56 is amended by adding a new section to read:

11 Sec. 18.56.135. LOAN SERVICING REQUIREMENTS. (a) If the ser-

12 vicing of a loan is sold to another person, the seller shall notify

13 the mortgagor of the sale within 10 days after the actual date of the

1A sale. The notification must include

15 (1) the name, address, and telephone number of the person

16 who will assume responsibility for the servicing and accept payments

17 for the loan;

18 (2) a detailed written financial b reakdown of the loan,

19 including the interest rate, monthly payment amount, and current

20 escrow balance.

21 (b) The purchaser of loan servicing under (a) of this section

22 shall

23 (1) issue to the m ortgagor corrected coupon or payment

2A books, if used;

25 (2) within 20 days after the due date of the first payment

26 to be made to the purchaser,

27 (A) notify the mortgagor of the name, address, and

28 telephone number of the person from whom the mortgagor can re-

29 ceive information regarding the s e r v '_ing of the loan;

HB0112B -1- CSHB 112(Fin)
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1 (B) inform the mort gag or  of changes m ade regarding the

2 loan escrow account or servicing requirements, including the

3 interest rate, monthly payment amount, and current escrow bal-

4 ance.

5 (c) A  loan servicing agent shall respond w i t h i n  15 business days

6 to a w r it te n request for information from the mortgagor. The writte n

7 response must include the telephone number of the agent's representa-

8 tive w ho can assist the mortgagor.

9 (d) If a mortgagor of a loan is required to m a i n t a i n  funds in an

10 escrow account to cover the payment of the tax or insurance obliga-

11 tions for the mortgaged property, the loan servicing agent shall make

12 each tax or insurance payment in a timely ma nn er as the obligations

13 become due if the funds in the account are sufficient to cover the

14 payment. If the funds in the account are insufficient to mak e the

15 payment, the loan servicing agent shall promptly notify the mortgagor

16 of the shortage and may make the payment on behalf of the mortgagor.

17 (e) If a person wilfully or negligently fails to comply with

18 this section, the person is liable to the mortgagor for

19 (1) the actual damages caused by the failure; and

20 (2) $500 for each failure to comply.

21 (f) In this section

22 (1) "loan" means a mo rtgage loan purchased by the corpo-

23 ration under a residential housing loan prog ram  authorized by this

24 chapter;

25 (2) "loan servicing agent" means an institution other than

26 the Al as ka  Housing Finance Corporation that services a loan.
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