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CSHB 432 (FIN)
HOUSE 4/27/88

ALA3XA HOUSING FINANCE CORPORATION
HB 433 Fiscal Hots

Narrative

It ia vary difficult to determine what tho fiscal impact to tha
Corporation and to the Btata would b® ahould CSHB 433 (Judiciary) ba
InpLurantad. The reasons are as follows:

in a-oecrdancQ with AHFC issuing bonds to raise funds to purchase
mortgages made by Alaskan Lenders, moot loans under AHFC programs havo
two lov®la of insurance: primary mortgage insurance and pool
insurance. Primary mortgage insurance, or PHI, covers a certain
percentage of the lose in case of foreclosure. Pool insurance helps
cover most losses that are not covered by PHI.

Unfortunately, in these economic times, AHFC ia the owner of a large
number of properties through the foreclosure process. As of Pebruary
, 1988, held 2,852 single anuTy homes, duplexes and

condominiums, and 1,214 mobile homaa iIn its invontory. Due to tha
depressed market, AHFChas incurred substantial losses on each piece
of property received through foreclosure. Multiply this by the number
of properties and the losses are significant, in the tens of millions
Of dollars. Mortgage insurance, both PHI and pool, help to mitigate
these loasaa. Hence, insurance coverage Is very important to ahfc.

If th® relevant insurance company(ies) do not want to participate In
trades, then AHFC is faced with the choice of either going along with
that daaision or doing the trade daepite their opposition. If AHFC
chooses this latter course, then AHFC would have to bear any future
losses an these properties without assistance from the insurance
companies. Since this could be very expensive, we want to insure that
any trades ore done in cooperation with tho insurance companies.

He have presented a proposal for trades to one of our major pool
insurera. Furthermore, we are trying to work through an actual trada
to demonstrate to tha insurers the feasibility of this mechanism.

AHFC has 42,306 active first mortgages, tho majority of which carry
PH! and pool insurance. In the ideal situation, AHFC would be able Co
Implement a trade program with no impact to AHFC funds with tho
insurance companies cooperating fully and the borrowers making up any
negative equity.

However, it should bo noted that AHFC also holds 3,150 active raobilo
hana loons, tha majority of which are not insured. Any cost* on these
units would have to ba borne by the corporation.

Also, it 18 difficult to determine how many AHFC borrowers of inour*d
and non-insured properties ar® interested ir. participating in a trade

program,

Finally, it is difficult to determine how much it would coat AHFC to
obtain financing either for tho increased loan amount if a borrower
trades up. or the new loan should it be determined that tho
Corporation cannot legally change th® underlying collateral of the

mortgage.
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Referred: Finance

Original sponsors: Donley, Ellis,
Boucher, et al.

IN THE HOUSE BY THE JUDI1I1ARY COMMITTEE
CS FOR HOUSE BILL NO. 432 (Judiciary)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act authorizing the Alaska Housing Finance Corpo-
ration to accept trades in certain cases; and provid-
ing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE AND AUTHORIZATION. (a) The legislature finds
that a sizeable proportion of the residents of the state have mortgages
that exceed both the present value of the property and the present ability
of themortgagors of the property tomake the payments agreed to in the
past. The purpose of this Act is todirect the Alaska Housing Finance
Corporation to use creative solutions to the present crisis in the housing
market and, at the same time, to permit the corporation to seek the dis-
posal of surplus residences within the corporation®s inventory.

(b) The Alaska Housing Finance Corporation may permit mortgagors who
are experiencing difficulty in meeting their mortgage payments to return
the residence and its mortgage to the Alaska Housing Finance Corporation
and toenter into a new mortgage for different residential property subject
to thecontrol of the corporation atpayments that are more within the
ability of the mortgagors.

(c) The Alaska Housing Finance Corporation may also permit a mortga-
gor who 1is willing to accept the responsibility for a Jlarger mortgage to
offer an existing residence and its mortgage to the corporation and enter
into a new mortgage for different residential property subject to the
control of the corporation.

(d) The Alaska Housing Finance Corporation and the mortgagor shal* in

HB0432C -1- CSHB 432(Jud)



each case work to assist in mitigating, through loan restructuring
other methods, the financial hardship that may be present.
(e) In this section, "residence" includes mobile homes.
* Sec. 2. This Act is repealed July 1, 1991.

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

CSHB 432 (Jud) -2- HB0432C



Distribution -2- March 7, 1988

pledge any additional assets or res[)onsmll!ty. There will be Jos-
ses in the Brogram Irrespective of the quality of the underwriting
standards, but these losses will appear at least a year or two in
the future. We also recomnend that there be a |-to-4 ratio of re-
serves to program commitment at the start with the Board of AIDEA
having the flexibility to adjust reserves to reflect actual exPer-
lence. This means that there needs to be an appropriation of loans
which will ?enerate $25 million if we are to do $100 million in
guarantees for the program to have the impact desired. We recommend
a million program”at the start.

$100 million prog t the start

3. HB 422 — Payment for Purchases b;{ Various Public Entities — DCED
supports this expansion of current law.

4. HB 429 — Optional Exemption from Property Taxes on Vacated Land —
The Department is supportive of this concept and would suggest
elimination of the limitation of its applications by removing the
SQ-Year-old requirement on improvements currently included in the
bill.  So Ionﬁ as this proposal does not directly affect the

revenyes of the state, and is optimal for local ‘governments, it

should be considered.

5. HB 430 - 431 — Neighborhood Business Development Programs and
Appropriation — The Department is ,conceptua,ll¥ supportjve of these
bills. We understand the difficulties associated with balancing the
state's budget and do not represent that this 1s an essential $
mfll%loralltem. Hence, a threshold question 1s identifying a source
of funding.

In addition to HB 429, 430, and 431, It is our perception that an
apBr_oprlate public sector response to the supply/demand problem Is
ﬁu lic acquisition of developments for purposes of parks, neighbor-
ood upgrade and to eliminate obsolete or nonconforming properties.
Thus, special appropriations to entities such as the Heritage Land
Bank and local governments would allow local ?overnr_nents and the
state to take advantage of Present price levels to |mProve the

(ﬁuality of life while beneficially impacting the supply/demand prob-
em.

6. HB 432 — AHFC Trades — We are conceptually supportive of this
bill; although by this time the Labor and Commerce Committee 1s
fully cognizant of the limitations on AHFCLs ability to unilaterally

achieve the ends sought In this bill. ~The approach currently undef-
taken bﬁ.the Labor and Commerce Committee seems to reasonably ad-
dress this issue.

There are other chan?es in AHFC which would allow the agency to
manage its revenues fo be part of the solution rather than part of
the problem. For example, AS 18.56.098 needs to be altered so that
the Interest rate formula 1s more flexible. Some recommended
changes are:
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Financial Provisions Changes - Currently, many AHFC financial pro-
visions are 'hard-wired." " For instance, the interest rate formula
as specified in AS 18.56.098 permits no flexibility in Interest rate
calculation, even though at times adding some flexibility could sg-
nificantly help the market at little or no adc'tlonal cost to AHFC.

One way to add some flexibility would be to develop a mechanism
whereby the maximum amount of ‘assistance that AHFC can provide for
any individual loan is set, but the specific way In which it was
applied would be flexible. Another possible change would be to
permit more flexibility In_the amount of assistance if the whole
market was in bad shape. For Instance, if the delinquency rate in a
ﬁartlcular market exceeded, say, 10% Additional assistance would
ave to be targeted at certain grouPs to achieve specified outcomes,
or very quickly AHFC could use Up its available resources.

For Instance, assume AHFC vanted to target the condo market, either
for trade uPs to mid-high range condos, or to encourage the purchase
of some of the many low end condos. Many of the currént condo loans
were based on a loan amount of $75-80,000, with an Interest rate of
10-12%. Consider the following figures:

Loan Amount Interest Rate Payment
$ 80,000 10% $702
125,000 6% 149
50,000 6% 300

In one case, a borrower can buy much more "housel for approximately
the same payment, whereas In the other case, a borrower could buy a
$50,000 condo (which was ||ke|K originally an $80,000 condo) for a
payment of less than half of the original. Properly targeted this
could help stabilize price and reduce the Inventory” of foreclosed
proPertles. It Is our belief that the "equity underwater" problem
could be stabilized in targeted projects by offering financing
opportunities for full prices sales.

Other changes would deal with AHFC's role in disposing of its real
estate portfolio. For Instance, if current plans are successful,
AHFC could well own entire condo projects. These Ero;ects could
eventually be sold as condos, but théy might also be sold as apart-
ment buildings. If AHC were able to” manage the bmldln% (via a
contract) and perhaps provide fmancmq to "the ultimate Dbuyer, the
total loss might be much less. Possibly other types of inonowner-
occuPled financings to help 1n disposal of foreclosed properties
should be added.



More flexibility would be most helpful In workout situations. HOAR
will be sufficient for a great number of troubled borrowers, others
will need far more assistance. AHFC, 1n conjunction with the
applicable Insurance companies, should be able to provide assistance
to these borrowers 1n a variety of ways — much lower Interest rate,
deferral of principal payments, etc. “To hold down the ultimate cost
of the Brogram and to provide more assistance than 1s needed, AHFC
should be able to design various approaches to recapturing some of

this_ assistance |f the property ever appreciates 1n value beyond Its
original foan amount.

We have discussed with various Individuals the thought of establish-
ing a subsidiary corporation of AHFC which would be ?ranted broader
Eowers to address critical Issues In Alaska's current housing mar-
et.  Such a,sub3|d|ar¥ may be charged with acquisitions and/or
eminent domain powers to achieve public purposes. Further, [t could
facilitate the consolidation of condominium owners to allow for the
conversion of other condominium projects to other uses, Including
apartment complexes and public sector housing. We believe all such
ldeas should be explored In detail and are appropriate Items to try
to adopt this legislative session.

Lastly, AHFC should be given broader Investment powers so that 1t
could” participate In acquisitions such as Hollywood Vista and Willow
Park when it makes economic sense for the agency.

HB 433 — Moratoriums on Judicial and Nonjudicial Foreclosures —
This Is Intended as a parochial attempt to preserve for Alaskans a
yqreater opportunity to preserve their residence at the expense of
enders, a good portion of whom are nonresident. Simlllar legisla-
tion was adopted In two mid-western states as responses to the farm
crisis. Their experience should be studied in detail before passage
of this legislation.

While the approach has appeal on Its surface, 1t _api)ears_ to also
?enerate considerable technical questions, especially with respect
0 bonded indebtedness of various Alaska debt Issuers. Further, as
probably the largest financier of Alaska real estate, various state
entities, Including the retirement funds, may be Injured hy this
approach, We are also concerned about the Po,tentla[ ramifications
1t "outside" lenders respond to passage of this legislation by fur-
ther restricting access of Alaskans to secondary money markets.

We are also confused by the Ian%uage which suggests that a non-
judicial foreclosure entitles the mortgagor to a right of re-
demption.  This a’opears to be antithetical to the main purpose of
nonjudicial foreclosures.
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8. SCR xx — Loan Approval Withheld for New Construction — The Depart-
ment has been asked to comment on a draft of this resolution. W do
not-a%ree with this aPproach. We do agree that financing a?enmes
must De sensitive to the oversupply of “several categories of real

estate and should coordinate their financing policies to assure that

they do not Inadvertently exacerbate a serious problem. We also
believe that the Inventory of some classes of proPert% may require
additional construction to meet a growing demand In the near term.

It would be much more appropriate, from our perspective, to allow

market forces and coordinated state policy development, such as

through the Alaska Housing Marketing Council, to address the con-
cerns expressed 1n this draft resolution. For example, there are
market segments which would be severely paralyzed by a generalized
moratorium. It 1s more appropriate to” add private sector repre-

sentatives to the Housing Market Council.

We feel any response of this nature should be In the manner in which
municipalities Issue building permits and carry out Inspections. As
Chairman of AHFC, It seems Indisputahle that many of AHFC's problem
projects were not Inspected.

Other

Bridge Bank and Hailwood Trust - we conceptually support these, as '
well as other Initiatives to have assets held by the FDIC or banks
managed to minimize the adverse Impact on the economy. There needs
to be consideration given to both the management difficulties and
the ca[ryln% costs which will be Incurred.  In addition, we need to
recognize that any state guarantee or stand-by letter of credit

could most likely be used.

There are three possible options at this time. Any one, or a
combination of these, may work. They are the Anchorage Economic
Development Corp., the Sealaska REIT group, and the Hailwood Trust.
Should the state choose to participate In one of these structures,
it should be prepared to contribute cash as well as properties.
Cash flows to fund such an entity will not likely, In the short run,
be sufficient to meet expenses. ~Hence, Initial capitalization will
be Important to help assure success — understanding that success
Includes the avoidance of Increases of property liquidations.

Distribution
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March 2, 1988
Remdenﬂallntemst Group for
Hou3|ng Trades

Bom.face #12]
Anchorage Alaska 99504

Rep. David Donley
Alaska State Islature
P.O. Box V (MS 100?
Juneau, Alaska 99811

Re:  House Bill 432
Dear Representative Donley:

The Residential Interest Group for Housing Trades
(RIGHT) . won hke to take this opportunity to thank you for
sponsqring House Bill 432 As you know, in its current form
the bill does not pro vide a procedural framework through
which trades may be realized. It |s our understanding” that
the House Labm'and Commeme Committee is currently

considering the bill In an attempt to develop such a
framework.

In order to assist Vou in your endeavor, RIGHT has
analyzed and developed the foflowing proposal for Xour
consideration. We recognlze that we are but one of the three
parties involved and therefore urge you to meet with the
other parHC|pants Alaska Housing Finance Corporation (AHFC)

and the mort% ge insurers, in order to obtain successful
passage of t legislation.

The downturn in Alaska's economY has caused

of residential foreclosures in this state. In 1987

osures alone increased from the 1986 record of

0 over 3,700 representing an increase of 102%.
continued unabated since 1984, See AHFC
atistics 1984-1987. This foreclosure rate may
to both economic and non-economic factors.

Initiall
or experien d som
them Bnable to meet
Consequenﬂy many

Foreclosures skyro
default and faceé u
reasons.

many homeowners either lost their *obs
ther decrease in earnings which t
he|r financial obligations.

meowners defaulted on their mortgages.
te Today, homeowners continue "to
timate forecfosure due solely to economic

0

t
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— These initial "economic" foreclosures spawned a
wave of "non-economic" foreclosures. Ab foreclosed
residences were resold at
be?an experiencing a conti
values to present” levels s
balances. Condominium, ze
have been the groups mos

depressed market values, homeowners
nual decline in their property
ubstantially below their mortgage
ro-lot line ?nd mobile. homeowners
a
{ es

t

rl‘fected brlr he declining values.

Z

st
Faced with incieasing negative equit many homeowners have
chosen foreclosure to avdid inevitable futuré losses,
Although able to meet their frnanc al obligations this group
of homeowners default for "non-economic" reasons.

Nevertheless, many homeowners have not defaulted.
Many are not only able to meet th ir current financial needs
but“are actually able to qualify for higher priced homes and
mortgages. Many families have outgfrown their homes. The
seek " t0 improve their standar |vrnﬂ but are prevente
from dornrst s b therr inability to sefl their current
residences which Is necess a t purchase better housing.

these homeowners will never again

on
g

[

Given the likelihood that h)es

enjoy a positive equity position, there is nothing but a
sense of _ethics and moaral obJigation tying them to their
loans. Their negatrve equities and inabfility to sell even at
a loss, leaves them not only frustrated and dissatisfied, but
with lTittle incentive to continue paying their mortgages.
Currentlr, default is the only option available to improve

their sifuation.

On the other hand, manY people who have experienced
a decrease in earnings are depleting. their cash reserves in
an effort to remain current on therrmortgag In many of
these cases defaylt will eventuall h occur [though there
are programs available to assist these homeowners, they
provide only temporary relief at best. Moreover, these
programs do not improve the homeowners equity posrtron but
worsen it thereby creating a yet greater incentive to
default.  As such, they “'merely delay the inevitable.

_ Each foreclosure increases the supplyof housing
available in the market thereby further decreasing market
value. As values decline, more defaults occur and the cycle
repeats. As a result, many lenders and mortgage insurers
have unwittingly become real estate barons, ~Their assets
have been converted from predominantly cash and securities to
real property making them less liquid and less able to meet
therr cash needs. Additional foreclosures will only further
deteriorate their financial positions.



— The squtton IS obvious: . decrease the current rate

of foreclosures. This objective may be achieved in one of
two ways:

1. The market can correct |tseIf nelttur [ly without
structured intervention (?Z he vate ;& (?'C Sectors.
However, If current trend§ cont ue unchecked, there IS
little doubt that the market w il not be corrected for many
Years. Durln this er|od AHFC and its |nsurerSW|II be
orced to continue t uire and ma|nta|n foreclosed
residential property furt er depleting their cash reserves.

2. The market can be corrected through the
development and implementation of a plan to reverse the trend
in foreclosures, [t is the obAectwe of the Resjidential
Interest Group for Housmg Tra es (RIGHT) to assist in
developing such a 8rogram allowing homeowners to trade
their existing l0ans for residences. previous|
foreclosed u on b C, thus providing more suitable
and/or affordable housm% for Alaskan homéowners. To develop
a solution, we must first analyze the problem.

Whenever a foreclosure occurs three parties are
directly affected:

1. the homeowner;
2. AHFC?

3. the mortgage insurance company.

The cost to_each party is equal to 100% of its maximum
exposure. The homeowners lose their residence and their
credit 1s destroyed. AHFC loses future revenue and earnings
in the form of mortgage pagments and interest. Since AHFC IS
nearly 100% insured d(see 1987 AHFC Annual Report, p.

is the least impacted by foreclosure, Nevertheless, AHFC
suffers its greatest loss with foreciosure.

It is the mortgage insurgr that bears the greatest
loss in terms of actual dollars. The insurer's pol |c(}/ |m|ts
are exceeded because of the fow resale price. Accor ingly,
the insurer pa)(s 100% of 1ts maximum exposure on the property
and now must also pay for upkeep of the residence if It
obtains title. If not, resale and upkeep costs fall upon

AHFC. _In short, everyone loses everything in a foreclosure
situation.

_ RIGHT envisions a situation wherein everyone wins a
little. A typical trade would occur as follows:



1. The homeowner selects a residence for purchase
from AHFC inventory. He then bur(s down his exrstrng' mortgage
by paying to AHFC an amount equal to a percentage 0
negatrve equity thus lowering the balance of that AHFC Ioan

He “would then purchase the new home atits current market
price financed through AHFC at  100% ofits value;

Tha mort%\l_%e insurer would also buy down the

mort a ayin C an amount equal to a percentage of
?n%omur% gmoun of 1ts exposure had ‘a forclosure occurred

In exchange, AHFC would tender a policy release on that loan?

3. AHFC would then own the orrornal property and
be at liberty to dispose of it in a variety of ways.
could either” sell the property or rent it as low |ncome

housing thus replacing the current blighted low income
housing.

By adopting such a program everyone would benefit.
The homeowner would be able to obtain, for a price, a better
or more affordable home. Hisincentive to default produced

by his current negative equity or financial distress would be
eliminated.

The insurer has cut its losses from 100% to
whatever percentage it agrees to pay for AHFC's policy
release. Assuming the property purchased was from the
insurer's mventorp the insurer has now sold to the
homeowner one of its properties prevrously foreclosed wu on
Since it has acquired no addrtronal property in the tra It
has decreased its rnventorp assocra ed costs by one
Finally, trades will subs antra y decrease the number of
foreclosures thus decreasing the potentral for future losses.

AHFC directly benefits b%/ the rnflux of cash from
the homeowner and the ‘insurer in " ?é down" the mortgage.
Moreover, such a program benefits AH K substantrall
decreasing future foreclosures. Alth ou% ,arguably, AHFC may
end up with less marketable property, this same result would
occur were foreclosures to continue”at current levels, The
ifference, however, is that in a trade srtuatron AHFC
receives cash at the time of repossession. In a foreclosure,
AHFC receives nothing absent judgment and successful
execution. Moreover, AHFC will De taking back a loan while
at the same time financing a new one whenever a trade occurs

thereby maintaining a steady cash flow which is not present
in a foreclosure situation.



_ Although AHFC will accumulate an inventory of less
desirable housing in the form of condomjniums and naqbile
homes when fow cost property is traded for h|gzhar priced
residences, title to these dwellmqs_ will vest in _one owner -
AHFC. A a_lgovernmental agencKL ultimate ownership by AHFC
IS more desifeable than ownership b;( private mortgage
insurers which usuaIIK occurs in a foreclosure. Unlike
anate enterprise, the government, through AHFC, is in a
etter pogsition and has grea_ter incentive  to dispose of the
property in such a wag/ aS will benefit the,P,ubhc,good.
Accordingly, the tradé program could be utilized i
con%unctmn with a pro?ram developed to dispose of the lower
cost housing either thiough resale or rental as public
housing .or through demolition and removal (mobile homes) for
resale” in a more” viable market.

, Two factors must be kept in mind in structuring
this program:

. L gosts - closing costs and re?ltor fees must be
streamlined and reduced. For example, realtor commissions
could be lowered from 6% throuq_h a competitive bidding

Process. Bank fees could be eliminated by direct findncing
hrough AHFC.

2. Homeowner costs - to make the program viable,
the bgy down pa%ment required must be ?ffordabI%. Further,
should”a party be unahle to produce all of the buy down
payment, alternative financing must be available.” Perhaps a
second deed of trust equal to the unpaid balance of the buy
down payment could be taken out on the new home purchased
th_rou%h AHFC. Homeowners trading down could pay zero down,
with their buy down cost transferred to the new loan.

_ . In conclusion, RIGHT recognizes that the cost of
improving the residential market should not be borne by any
one ?roup. Under current conditions the burden is Placed
solely upon the individual homeowner. As the foreclosure
rate ‘indicates, the homeowner is unwilling to accept this
burden and it 1S uIt|mateI¥ AHFC and the ‘mortgage insurers .
who must_bear the loss. RIGHT offers a progrdm™through which
all parties assume a share of the costs in exchange for a
lessening of their burden.

Contrary to some beliefs, legislation is necessary
to enable AHFC to” effectuate a trade as.no statute or
regulation exits authorizing such actgvHY by AHFC. In order
to"establish a trade program, the legislaturé must take steps



to obtajn the attendance of all necessary parties at the
bargaining table, This can best be achiéved by the
legislative appointment of a panel congsisting 0of realtors,
fimancial exr[r)]erts_ and rePresentatlves from AHFC, the mortgage
Insurance companies and the homeowners. We urge you to
aﬁpomt a panel to review and develop a plan consistent with
t |s,r§)roposal. Immediate action IS necessary in order to.
?r?itglseggfc?%ge of this important piece os! legislation during

orts in this matter.
scuss this proposal in
to contact us.

Again, thank you for your e
| f tyou have "any questions or wish
turther detail; 8 e

f
to al
lease do not hesitat

f
d
e
Very truly yours,

prena L/HeikesAA"A
Co-chairman,

Residential Interest Group for
Housing Trades

Michael Hinshaw

Co-chairman,

Residential Interest Group for
Housing Trades



REPRESENTATIVE DAVEDONLEY

ALASKA STATE LEGISLATURE PO.BOX V, JUNEAU 99811
DISTRICT ELEVEN +SPENARD (907)465-3892

NORTHWOOD <« SPENARD < THOMPSON TURNAGAIN UPPER MIDTOWN < WINDEMERE

CHAIRMAN

RECEIVED ftAY 2

LABOR AND COMMERCE

COMMITTEE
DATE: May 2, 1988
TO: Senator Johne Binkley, Co-chair STATE AFFAIRS COMMITTEE
Senator Rick Halford, Co-chair HEALTH. EDUCATIONAL
Senate Finance Committee AND SOCIAL SERVICES COMMITTEE
FROM: Representative Dave Donley

SUBJECT: Request for Hearing, House Bill 432
"An Act Authorizing the Alaska Housing Finance Corporation
to Accept Trades in Certain Cases; and Providing for an
Effective Date."”

I am writing to request that the Senate Finance Committee schedule HB 432,
"An Act Authorizing the Alaska Housing Finance Corporation to Accept Trades
in Certain Cases; and Providing for an Effective Date." commonly known as
the AHFC Trade-up and Trade-down Bill for a committee hearing at your
earliest convenience.

As you know there seems to be a "gridlock™ within the housing market and
especially among the Alaska Housing Finance Corporation®s foreclosed
properties. This has created serious hardships on Alaskan families. 1
felt it was necessary to introduce a piece of legislation like HB 432 to
allow movement in the market place.

Many citizens across the state have expressed to me their desire to take
part in a trade program if one was available. Because AHFC has such a
large part of the market it is important that they take a lead in this type
of program.

HB 432 is designed to help AHFC solve the problem within the housing market
as well as give flexibility to their program to deal with the ever growing
foreclosures.

This legislation has been identified as needed by the Attorney General®s
office and the Board of Directors of the Alaska Housing Finance Corporation
in order to do the Trade-up and Trade-down program as well as other
innovative programs to solve the housing crisis.

Thank you for considering my request and if you have any questions please
feel free to contact me or my legislative aide, Mark Begich at 3892.

anchorage office
3111 “C" STREET. SUITE 450 « ANCHORAGE. ALASKA 99503 <= (907)561-7629
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STEVE COWPER

GQVE@NOrJ
State of Alaska
OFFICE OF THE GOVERNOR
Juneau
April 26, 1988

The Honorable Al Adams
Chairman
House Finance Committee
Alaska State Legislature
P.O. Box V

Juneau, AK 99811
Dear Chairman Adams:

As you know, the Alaska Housin(t; Finance Corporation AHFC{
has” heen working closely with the Legislature on methods
stabilize the housing nmarket while maintaining the value of
residential property:

There has been much discussion and testimony on residential
exchanges, demolition of substandard housing, refmancmg 0f
existing mortgages, conversion of housing umnits to other

beneficial uses, and temporary removal ffom the resale
market of residential housing” owned by the corporation. The
April 25, 1988 draft House Finance Committee Substitute for
HB 432 would give AHFC the flexibility to act in a prudent
manner to helﬁ accom lish the ?oal of market stabilization.
Creation of the stab ||zat|on und within AHFC to_assist in
financing the cost of demohshmg state-owned residential
housing 1s a positive step toward economic recovery.
T0 that end, | sur[_)lgort the efforts of the sponsors of this
the House Comir >Very,

le gls lation,
the House Finance Commi



A HFC d

By STAN JONES

Daily Nev/s reporter

_The dirgctors of the Alaska Housing
Finance Corﬁ. on Friday approved a
proposal to shore up the ravaged Anchor-
age condominjum market by emptying
out some developments to fill"others.

The, Rr%Jects emptied out would be
demolished, converted to other uses —
like apartments, or public housing — or
warehoused until conditions improve.

The legislature, mortgage insurance
companies and perhaps  other lenders
must approve the plan before it can take
effect, said Ron Lehr, AHFC executive
director.

The state agency has 6,860 condo loans
outstanding, but Lehr said he didn't yet
have an eStimate of how many owners
might want to trade, AHFC has fore-
cloSed on more than 1,300 condos, and a

irectors

plan

quarter of its outstanding condo loans
are delinquent. _ _

~ The plan would work like this, accord-
ing_to a memo from Lehr;

Certain condo projects, called donor
P_rodects, would be selected to he emp-
ied. These would likely be low-end
developments with low occupancy, low
salability, and possibly construction
problems. _

Other projects with fewer problems
would be identified as receptor projects.

Owners in the donor projects would be
allowed to trade their condos for units in
the receptor projects.

A trader's buying power would be
equal to the value of the condo he was
abandoning, plus an "exchange credit” of
_as-s{et undetermined magnitude. His orig-
inal loan would be carried over to the
new property.

condo-trading

p roject

[f the cost of the new unit exceeded
the trader's buying power, he could make
up the difference bg uttm{g cash into the
deal or possibly taking out a new

loan.

In. addition to allowing the exchange
credit, AHFC would pay the trader's
moving costs, Lehr said.

Lehr said he expects to have a detailed
“concept paﬁer” to present to the varjous
partLes to the plan within two or three
weeks.

In other business Friday, AHFC direc-
tors dropped plans for ‘a stabilization
fund that would have been used to make
grants to state or municipal agencies,
which the a%enmes would have spent to
demolish substandard housing or to buy
AHFC-owned real estate.



REPRESENTATIVE DAVEDONLEY

ALASKA STATE LEGISLATURE PO.BOX V. JUNEAU 99811
DISTRICT ELEVEN «SPENARD (907) 465-3892

NORTHWOOD < SPENARD < THOMPSON < TURNAGAIN < UPPER MIDTOVCN < Vi'INDEMERE

DATE: February 29, 1988

TO: Members of the Judiciary Committee
FROM: Representative Dave Donley

RE: HB 432 AHFC irade-up/Trade-down

DESCRIPTION: TOTAL FUND EQUITY

CHAIRMAN

LABOR AND COMMERCE
COMMITTEE

MEMBER

STATE .AFFAIRS COMMITTEE
HEALTH. EDUCAT IONAL
AND SOCIAL SERVICES COMMITTEE

Total fund equity is the difference of Assets and Liabilities of Alaska

Housing Finance Corporation. Use of up to 1% of the Total

Fund Equity of

$1,521,136 would make available approximately $15,000,000 for KB 432.

Attached you will find the June 1987, Combining Balance Sheet of All funds

available to AHFC.

ANCHORAGE OFFICE

3111 “C" STREET. SUITE 450 « ANCHORAGE. ALASKA 99503 = (907) 561-7629
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~ March 4, 1988
Residential Interest Group for
Housing Trades
1001 Bonrface #12)
Anchorage, Alaska 99504
(907) 337-5116

Representatrve Albert Adams

Pouch VL 3100)
Juneau, Alaska 99811

Re: House Bill 432
Dear Mr. Adams:

. The Residential Interest Group for Housing Trades
(RIGHT) is an ortganrzatron comprised of Alaskan residents who
presently own either single family or zero-lot line homes,
condominjums or mobile homes (homeowners) financed through
the Alaska Housing Finance Corporation (AHFC). It is the
goaI of RIGHT to develop and establish a program through
which qualified homeowners may exchange theil current
L%%hdebr;/c%heand mortgages for tesidences previously foreclosed

In an effort to assist the legislature in
e ablrshrng a tra rogram under HB 432, RIGHT has prepared
a pr or the eve lopment of a trade program. A copy of
that proposal is attached fo Your Information”and review,
This document IS being submitted to every member of the 15th
Alaska Leg |s ature ever mortgage insurer who insures
mortages o Alaska ousrng Finance Corporation as well as
the Board of Drrectors of the  Alaska Housing Finance
Corporatron in hopes of brrngrng all necessary parties
together to establish a tradé program.

As the enclosed Brogosal |nd|cate , development of
a trade program IS in_ the best Interests of everyone
concerne After reviewing the enclosed proposal, please
to contact us regarding any comments or questions

you may (ha
Very truly yours, A~

J[ii m Lucit - ] <eritC-t
Michael F. Marting Y
Board member

Residential Interest Group for
Housing Trades





