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STATE OF ALASKA -BILL VERSION: CSHB 432 (JUD)
l&fct LEGISLA71VE SESSION PUBLlSh GATE: HOUSE 478/M"

FISCAL NOTE
REQUEST;|\U UU O 1 «

Revision Date: Agency Affected: Revenue

litle:Ar. Act authorizing AhFC to accept BRU: AhFC

trades in certain cases; effective date
Sponsor: Rep. Donley, et al Components:
Requestor: nouse Judiciary

EXPENDITURES/REVENGES: (Thousands of DolTars)
1 ............ ' 1 FY 6b. 1 FY bS , FY SC 1 FY Si 1 FV S2 I FY So
I OPERATING T~ '1....... 1 1 1 1
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1 SUPPLIES 1 - 1 - 1 - 1 - 1 - 1
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I LANDS & STRUCTURES 1 - 1 - 1 - 1 - 1 - 1
I GRANTS, CLAIMS 1 - 1 - 1 - 1 - 1 - 1
I MISCELLANEOUS 1 - 1 - 1 - 1 - 1 - l

l
I TOTAL OPERATING l — 1 - 1 - 1 - 1 — I -

I CAPITAL 1 — 1 - 1 — 1 — 1 — 1

I REVENUE T - 1 - i - 1 - 1 - 1 -

FUNDING: (Thousands of Dollars)
I GENERAL fund 1 - 1 - 1 - 1 - 1 - 1
1 FEDERAL FUNDS 1 - 1 - 1 - 1 - 1 - 1 -
I OTHER 1 - 1 - 1 - 1 - 1 - 1
I TOTAL 1 - 1 - 1 - 1 - 1 - 1
POSITIONS:
I FULL-tlNE 1 - 1 -  1 - 1 - 1 - 1
1 pa rt - t im e 1 - 1 -  1 - 1 - 1 - 1
I TEMPORARY 1 - 1 -  1 - 1 - Ii - 1 -

.ANALYSIS: (A ttach a separate page i f  necessary)

Impact undeterm inable (see attached memo)
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No.

CSHB 432 (FIN)

HOUSE 4 / 2 7 / 8 8

ALA3XA HOUSING FINANCE CORPORATION 
HB 433 Fiscal Hots 

Narrative

C

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 
29, 1988, AHFC held 2,852 single family homes, duplexes and 
condominiums, and 1,214 mobile homaa in its invontory. Due to tha
depressed market, AHFC has 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 a h f c .

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.

2 of 2

( No. 

CSHB 432 (FIN) 
HOUSE 4/27/88 

ALASXA H0U5INO nHA.'1<2 CO.I\PCRATION 
Hi 43~ ri1c1l Not• 

Narrative 

:t ia vary diffi~lt to detem!.n• what tho r1scaL 1.l!"lt)ac~ to ~h• 
Corporation CU\d to the at~t• woula be 1hould CEHI 432 (.:Judiciu-y) bA 
ir.,plar•n~ad. Th• reason■ ara aa follows: 

In .l,C'l~Cr4anc■ with AJ[FC ia•uinq bcn~a ta ra1aa funds to purctaan 
1110rty1c;11 ~e by ~1u1kan lendan, ft!Clat loan■ undel' AHFC proa:ra.:ri■ havo 
two lawl.a of insurance! primary 1110?t;49e in1ura.nca !!nd pool 
1n.aurance. Pt'!JllcUy mortgag• in1Nr11m::o, or PHI, eove:ra a eertoin 
peraen~aga of th• lo•• in ca■• of fol'OC:lcsura. Pool insurance helps 
cover mc!t lo11sas that are not C0VH'1Kl by PNI. 

Unfar.tu,"\ately, 1n tneae econom1c t!Jnen, A.Ve ia th• own•~ of • luge 
number of p~~•ri:i.11 wough th• forac:101~ .. proca■s. AB of Peb"1an 
,9, 1988, AHFC held i,e~2 single tam1ly homes, duplexe■ and 
ccncc:imini-:.uu, 11nd 1,214 ll'!Obil• homca■ in its invontory. Duaia ta th■ 
depra■sed market, AHFC ha1 incurred subatant!al losses on each piece 
ct p=<)pe!:~Y n:ceiwd thrw.gh fotaalol!IUH, Multiply thi■ by th• ni.=ber 
0!' propart1H and the los■ea are siqn:!.ficant, 1n t?1e tens oi: 11111Uons 
ot dollar&. N0rtg11ge in■urance, batr. PMI and pool, halp to znitigat• 
these l0111aa11, Hanca. insurance covorac;ie is very ilr.pnrtant to M?C, 

If th• r•l•vant in■urancD canpany(ies) do not want to participate in 
trades, tha11 AliFC is tacad with tha choice a£ eitr.er going along with 
th~t dQais!on or doing the trade da1pite their oPPOSition, If IIHFC 
chooses this :stter caur~e, then A?!TC would have ta ~••r ~ny lutu~• 
lo■aea an theaa ~rop~t!ea witho~t a11i■~ce fra!l the inaurMce 
ccmPaniea. Sir.ce this could bl ver-1 ~xpenaiva, we want to inaure ~ot 
any trades ue done in c:copor■tion 'W~.th tha i:,1u~a.-,ce ccmpania■• 

lfe hav11 p!."e:ientad a J?ropo■a.l tor t.r■cto ■ to ona of our i:uajoll!' pool 
insurer■• .r-.:rt.-i,r.nore, we are tryin11 to work th::ough an ac:ual trc.da 
to demar.i,~rate to ~• 1n■ure:s t.~GI fo-■~ility of thi■ mAChanillic. 

:-.arc ::a.a 42,306 11ctive f;.tat mcrtgllgm,, tho 11'.ajorit? af which cury 
PM: and pee!. i.n9Ura."1.Ca. In the ideal situat!.0:1, AHFC would ee -!ble to 
ll.~1.emtn'! a trace progri:m with no impcc:t to AHFC fund■ with tho 
in11u:~nc" c0t11pani- ■ cooparatin~ fully and the borr-iwc1rs making up any 
negative "'11,lity, 

Ho~ever, 1t nhould oo noted that AH!'C ~1~0 hold■ 3,1S0 4c:tiva niobilo 
hane loans, th• Jt&jo~Lty af which arG1 r.ot ln~urad. An, costs on the■e 
~nits would have to l:a borne by the co:pcratlcrn, 

Aleo, it ll d1~t1cuLt to dete:m1n■ how mcll11 AHPC bor~ow•r• of lnDur~ 
and non-in■·.u:-ed propetti•• are intera11tad ir. particiPatir.; in a trado 
pro;ram, 

Finally, it 1a d1!!1C~lt to determ1na hew 111Uch it would coat AHFC to 
obtain fincncir.; o1th•r for tho lnc:r•a~ed loan amcunt !! a bor~ow•r 
trades UP. or the new lallJl should 1t b'I dotei,n.;.ned thG~ tho 
corporation canno: lag■lly chang• th• Wld■rlyin; collateral c! the 
ioorti:a110, 
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Offered: A/8/88
Referred: Finance

5-16AAX

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

1 I N  T H E  H O U S E  B Y  T HE J U D I l I A R Y  C O M M I T T E E

2 CS F O R  H O U S E  B I L L  NO. 4 3 2  (Judiciary)

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A

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

5 A  B I L L

6 F o r  a n  Act e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  the A l a s k a  H o u s i n g  F i n a n c e  Corp o -

7 r a t i o n  to a c c e p t  t r ades in c e r t a i n  cases; a nd p r o v i d -

8 i ng f or an  e f f e c t i v e  d a t e . "

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

10 * S e c t i o n  1. P U R P O S E  A N D  A U T H O R I Z A T I O N .  (a) T he l e g i s l a t u r e  finds

11 t h a t  a s i z e a b l e  p r o p o r t i o n  of the r e s i d e n t s  of the state h a v e  m o r t g a g e s

12 t h a t  e x c e e d  b o t h  th e  p r e s e n t  v a l u e  of the p r o p e r t y  a n d  the p r e s e n t  a b i l i t y

13 o f  the m o r t g a g o r s  of t he p r o p e r t y  to m a k e  the p a y m e n t s  a g r e e d  to in  the

14 p a st. T h e  p u r p o s e  of this A ct is to d i r e c t  the A l a s k a  H o u s i n g  F i n a n c e

15 C o r p o r a t i o n  to u s e  c r e a t i v e  s o l u t i o n s  to the p r e s e n t  crisis in the h o u s i n g

16 m a r k e t  and, at the same time, to p e r m i t  th e  c o r p o r a t i o n  to see k  the dis-

17 p o s a l  of s u r plus r e s i d e n c e s  w i t h i n  the c o r p o r a t i o n ' s  inventory.

18 (b) 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  m a y  p e rmit m o r t g a g o r s  w ho

19 a r e  e x p e r i e n c i n g  d i f f i c u l t y  in  m e e t i n g  t h e i r  m o r t g a g e  p a y m e n t s  to r e t u r n

20 t h e  r e s i d e n c e  and its m o r t g a g e  to th 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

21 a n d  to e n t e r  into a n e w  m o r t g a g e  f o r  d i f f e r e n t  r e s i d e n t i a l  p r o p e r t y  s u b j e c t

22 to the c o n t r o l  of t he c o r p o r a t i o n  at p a y m e n t s  that are m o r e  w i t h i n  the

23 a b i l i t y  of t h e  m o r t g a g o r s .

24 (c) 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  m a y  also p e r m i t  a  m o r t g a -

25 g o r  w h o  is w i l l i n g  to a c c e p t  the r e s p o n s i b i l i t y  for a l a r g e r  m o r t g a g e  to

26 o f f e r  a n  e x i s t i n g  r e s i d e n c e  a nd its m o r t g a g e  to the c o r p o r a t i o n  a nd e n t e r

27 i n t o  a n e w  m o r t g a g e  for d i f f e r e n t  r e s i d e n t i a l  p r o p e r t y  s u b j e c t  to the

28 c o n t r o l  of t h e  corporation.

29 (d) 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  a nd the m o r t g a g o r  s h a l *  in

HB04 32C  -1- CSHB 432(Jud)
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Offered: 
Referred: 

4/8/88 
Finance 

Original sponsors: 

IN THE HOUSE 

.. 

Donley, Ellis, 
Boucher, et al. 

5-1644X 

BY THE JUDI~IARY COMMITTEE 

CS FOR HOUSE BILL NO. 432 (Judiciary) 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A BILL 

6 For an Act entitled: "An Act. authorizing the Alaska Housing Finance Corpo-

7 ration to accept trades in certain cases; and provid-

8 ing for an Effective date." 

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

10 * Section 1. PURPOSE AND AUTHORIZATION. (a) The legislature finds 

11 that a sizeable proportion of the residents of the state have mortgages 

12 that exceed both the present value of the property and the present ability 

13 of the mortgagors of the property to make the payments agreed to in the 

14 past. The purpose of this Act is to direct the Alaska Housing Finance 

15 Corporation to use crt?ative solutions to the present crisis in the housing 

16 market and, at the s~me time, to permit the corporation to seek the dis-

17 posal of surplus residences within the c~rporation's inventory. 

18 (b) The Alaska Housing Finance Corporation may permit mortgagors who 

19 are ~xperiencing difficulty in mseting their mortgage payments to return 

20 the residence and its mortgage to the Alaska Housing Finance Corporatiou 

21 and to enter into a new mortgage for different residential property subject 

22 to the control of the corporation at payments that are more within the 

23 ability of the mortgagors. 

24 (c) The Alaska Housing Finance Corporation may also permit a mortga-

25 gor who is willing to accept the responsibility for a larger mortgage to 

26 offer an existing residence and its mortgage to the corporation and enter 

27 into a new mortgage for different residential property subject to the 

28 control of the corporation. 

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

HB0432C -1- CSHB 432(Jud) 



e a c h  case w o r k  to a s sist in m i t i g a t i n g ,  t h r o u g h  loa n  r e s t r u c t u r i n g  

o t h e r  m e t h o d s ,  t he f i n a n c i a l  h a r d s h i p  t hat m a y  be  p r e s e n t .

(e) I n  this section, " r e s i d e n c e "  i n c l u d e s  m o b i l e  homes.

*  Sec. 2. T h i s  A c t  is r e p e a l e d  J u l y  1, 1991.

* Sec. 3. T h i s  A c t  takes e f f e c t  i m m e d i a t e l y  u n d e r  A S  0 1 . 1 0 . 0 7 0 ( c ) .

CSHB 4 3 2 (Jud) - 2 - HB0432C

1 each case work to assist in mitigating, through loan restructuring and 

2 other methods, the financial hardship that may be present. 

3 (e) In this section, "residence" includes mobile homes. 

4 * Sec. 2. This Act is repealed July 1, 1991. 

5 * Sec. 3. This Act takes effect immediately under AS Ol.10.070(c). 

CSHB 432(Jud) -2- HB0432C 
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i Distribution -2- March 7, 1988

p ledge any a d d i t i o n a l  a s s e t s  o r  r e s p o n s i b i l i t y .  There w i l l  be l o s ­
se s  in  th e  program I r r e s p e c t i v e  o f  th e  q u a l i t y  o f  th e  unde rw ri t in g  
s ta n d a rd s ,  bu t  th e se  l o s s e s  w i l l  appea r a t  l e a s t  a y e a r  o r  two in  
th e  f u t u r e .  We a l s o  recomnend t h a t  th e re  be a l - t o - 4  r a t i o  o f  r e ­
s e rv e s  t o  program commitment a t  th e  s t a r t  w ith  the  Board o f  AIDEA 
having the  f l e x i b i l i t y  t o  a d ju s t  r e s e rv e s  to  r e f l e c t  a c tu a l e xp e r ­
ie n c e .  Th is  means t h a t  t h e re  needs to  be an a p p ro p r ia t i o n  o f  loan s  
which w i l l  g ene ra te  $25 m i l l i o n  i f  we a re  to  do $100 m i l l i o n  in  
gu a ran tees  f o r  the  program t o  have the  impact d e s i r e d .  We recommend 
a $100 m i l l i o n  program a t  the  s t a r t .

3 .  HB 422 —  Payment f o r  Pu rchases by V a r iou s  P u b l ic  E n t i t i e s  —  DCED 
suppo r ts  t h i s  expans ion  o f  c u r r e n t  law .

4 .  HB 429 —  O p t ion a l Exemption f rom  P r o p e r t y  Taxes on Vacated Land —  
The Department i s  s u p p o r t iv e  o f  t h i s  concep t and would suggest 
e l im in a t i o n  o f  the  l im i t a t i o n  o f  i t s  a p p l i c a t i o n s  by removing th e  
3 0 - y e a r - o ld  requ irem en t on improvements c u r r e n t l y  in c lu d ed  in  th e  
b i l l .  So long as t h i s  p ro p o s a l  does n o t  d i r e c t l y  a f f e c t  th e  
revenues o f  th e  s t a t e ,  and i s  op t im a l f o r  l o c a l  governments , i t  
shou ld  be c o n s id e re d .

5 .  HB 430 -  431 —  Neighborhood Bus iness  Development Programs and 
A p p ro p r ia t io n  —  The Department i s  c o n c e p tu a l ly  s u p p o r t iv e  o f  th e s e  
b i l l s .  We understand th e  d i f f i c u l t i e s  a s s o c ia te d  w ith  b a la n c ing  the  
s t a t e ' s  budget and do n o t  r e p r e s e n t  t h a t  t h i s  1s an e s s e n t i a l  $3  
m i l l i o n  item . Hence, a t h r e s h o ld  q u e s t io n  1s i d e n t i f y i n g  a sou rce  
o f  fu nd ing .

In  a d d i t i o n  t o  HB 4 2 9 ,  4 3 0 ,  and 4 3 1 ,  I t  i s  ou r  p e rc ep t io n  t h a t  an 
a p p ro p r ia t e  p u b l ic  s e c t o r  re sp on se  t o  the  supply/demand prob lem  I s  
p u b l i c  a c q u i s i t i o n  o f  deve lopments f o r  pu rposes o f  p a r k s ,  n e ighbo r­
hood upgrade and t o  e l im in a t e  o b s o le t e  o r  noncon form ing p r o p e r t i e s .  
Thus, s p e c ia l  a p p ro p r i a t i o n s  t o  e n t i t i e s  such as the  H e r i tag e  Land 
Bank and l o c a l  governments would a l lo w  lo c a l  governments and the  
s t a t e  to  tak e  advantage o f  p re s e n t  p r i c e  l e v e l s  t o  improve the 
q u a l i t y  o f  l i f e  w h i le  b e n e f i c i a l l y  im pac ting  th e  supply/demand p rob ­
lem.

6 . HB 432 —  AHFC T rades —  We a re  c o n c e p tu a l ly  s u p p o r t iv e  o f  t h i s  
b i l l ;  a lth ough  by t h i s  t ime the  Labo r and Commerce Committee 1s 
f u l l y  c og n izan t  o f  th e  l im i t a t i o n s  on AHFC1s a b i l i t y  t o  u n i l a t e r a l l y  
a ch ie ve  th e  ends sought In  t h i s  b i l l .  The approach c u r r e n t l y  under­
taken  by th e  Labor and Commerce Committee seems t o  re a s o n ab ly  ad­
d r e s s  t h i s  i s s u e .
There a re  o th e r  changes in  AHFC which would a l lo w  the  agency t o  
manage i t s  revenues t o  be p a r t  o f  th e  s o lu t i o n  r a t h e r  than p a r t  o f  
th e  p rob lem . F o r  example , AS 1 8 . 5 6 . 0 9 8  needs t o  be a l t e r e d  so t h a t  
the  i n t e r e s t  r a t e  fo rm u la  1s more f l e x i b l e .  Some recommended 
changes a r e :
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pledge any additional assets or responsibility. There will be los­
ses in the program irrespective of the ~uality of the underwritfng 
sflndards, but these losses will appear at least a year or two in 
the future. We also recorrmend that there be a l-to-4 ratio of re­
serves to program·commitment at the start with the Board of AIDEA 
having the flexibilfty to adjust reserves to reflect actual exper­
ience. This means that there needs to be an appropriation of loans 
which will generate $25 million if we are to do $100 million in 
guarantees for the program to have the impact desired. We reconmend 
a $100 million program at the start. 

3. HB 422 -- Payment for Purchases by Various Public Entities -- DCED 
supports this expansion of current law. 

4. HB 429 -- Optional Exemption from Prope~ty Taxes on Vacated Land -­
The Department is supportive of this concept and would suggest 
elimination of the limitation of its applications by removing the 
30-year-old requirement on improvements currently included in the 
bill. So Jong as this proposal does not directly affect the 
revenues of the state, and is optimal for local governments, ft 
should be considered. 

5. HB 430 - 431 -- Neighborhood Business Development Programs and 
Appropriation -- The Department is conceptually supportive of these 
bills. We understand the difficulties associated with balancing the 
state's budget and do not represent that this is an essential $3 
million item. Hence, a threshold question is identifying a source 
of funding. 

In addition to HB 429, 4301 and 431 1 it is our perception that an 
appropriate public sector response to the supply/demand problem is 
public acquisition of developments for purposes of ~arks, neighbor­
hood 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 governments and the 
state to take advantage of present price levels to improve the 
quality of life while beneficially impacting the supply/demand prob­
lem. 

6. HB 432 -- AHFC Trades -- We are conceptually supportive of this 
billi although by this time the Labor and Corrmerce Conmittee is 
fully cognizant of the limitations on AHFC's ability to unilaterally 
achieve the ends sought in this bill. The approach currently under­
taken by the Labor and Corrmerce Committee seems to reasonably ad­
dress this issue. 

There are other changes in AHFC which would allow the agency to 
manage its revenues to 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 is more flexible. Some recommended 
changes are: 
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F in a n c ia l  P r o v i s i o n s  Changes -  C u r r e n t ly ,  many AHFC f i n a n c i a l  p r o -  
v i s i o n s  a r e  'h a r d -w i r e d . "  F o r  i n s t a n c e ,  th e  i n t e r e s t  r a t e  fo rm u la  
as s p e c i f i e d  i n  AS 1 8 . 5 6 . 0 9 8  p e rm its  no f l e x i b i l i t y  in  I n t e r e s t  r a t e  
c a l c u l a t i o n ,  even though a t  t im es adding some f l e x i b i l i t y  c ou ld  s i g ­
n i f i c a n t l y  h e l p  the  m arket a t  l i t t l e  o r  no a d c ' t l o n a l  c o s t  t o  AHFC.

One way t o  add some f l e x i b i l i t y  would be t o  deve lop  a mechanism 
whereby th e  maximum amount o f  a s s i s t a n c e  t h a t  AHFC can p ro v id e  f o r  
any in d iv id u a l  loan  i s  s e t ,  bu t the  s p e c i f i c  way In  which i t  was 
a p p l ie d  would be f l e x i b l e .  Anothe r p o s s ib le  change would be t o  
p e rm it  more f l e x i b i l i t y  In  th e  amount o f  a s s i s t a n c e  i f  the whole 
m arket was in  bad shape. F o r  In s t a n c e ,  i f  th e  de l inquency  r a t e  in  a 
p a r t i c u l a r  market exceeded , s a y ,  10%. A d d i t io n a l  a s s is t a n c e  would 
have t o  be t a rg e te d  a t  c e r t a i n  g roups t o  a ch ie v e  s p e c i f i e d  outcomes, 
o r  v e ry  q u ic k ly  AHFC c ou ld  use up i t s  a v a i l a b l e  r e s o u rc e s .

F o r  In s t a n c e ,  assume AHFC van ted  t o  t a r g e t  th e  condo m a rk e t ,  e i t h e r  
f o r  t r a d e  ups t o  m id -h igh range condos , o r  t o  encourage the  pu rchase 
o f  some o f  th e  many low end condos . Many o f  th e  c u r r e n t  condo lo a n s  
were based on a lo an  amount o f  $ 7 5 - 8 0 , 0 0 0 ,  w ith  an I n t e r e s t  r a t e  o f  
10-12% . C on s id e r  th e  f o l l o w in g  f i g u r e s :

Loan Amount I n t e r e s t  Rate  Payment
$ 8 0 ,0 0 0  10% $702

1 2 5 ,0 0 0  6% 749
5 0 ,0 0 0  6% 300

In  one c a s e ,  a bo r row e r can buy much more "house11 f o r  ap p ro x im a te ly  
the  same payment, whereas 1n th e  o t h e r  c a s e ,  a b o r row e r  c ou ld  buy a 
$ 5 0 ,0 0 0  condo (which was l i k e l y  o r i g i n a l l y  an $ 8 0 ,0 0 0  condo) f o r  a 
payment o f  l e s s  than h a l f  o f  th e  o r i g i n a l .  P r o p e r ly  t a r g e t e d  t h i s  
c ou ld  h e lp  s t a b i l i z e  p r i c e  and reduce th e  In v e n to ry  o f  f o r e c lo s e d  
p r o p e r t i e s .  I t  I s  o u r  b e l i e f  t h a t  th e  " e q u i t y  unde rw ate r"  p rob lem  
c ou ld  be s t a b i l i z e d  in  t a rg e t e d  p r o j e c t s  by o f f e r i n g  f in a n c in g  
o p p o r t u n i t i e s  f o r  f u l l  p r i c e s  s a l e s .

O the r changes would dea l w ith  AHFC's r o l e  in  d i s p o s in g  o f  i t s  r e a l  
e s t a t e  p o r t f o l i o .  F o r  In s t a n c e ,  i f  c u r r e n t  p la n s  a re  s u c c e s s fu l ,  
AHFC c ou ld  w e l l  own e n t i r e  condo p r o j e c t s .  These p r o j e c t s  c ou ld  
e v e n t u a l l y  be s o ld  as condos , bu t  they  m ight a l s o  be s o ld  as a p a r t ­
ment b u i ld in g s .  I f  AHrC were a b le  t o  manage th e  b u i ld in g  ( v i a  a 
c o n t r a c t )  and perhaps p ro v id e  f in a n c in g  t o  th e  u l t im a t e  bu ye r ,  the  
t o t a l  l o s s  m ight be much l e s s .  P o s s ib ly  o t h e r  ty p e s  o f  inonowner- 
occup led  f in a n c in g s  t o  h e lp  1n d i s p o s a l  o f  f o r e c lo s e d  p r o p e r t i e s  
sh ou ld  be added.
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Financia1 Provisions Changes - Current1y, many AHFC financ1a1 pro­
v1s1ons anr 'hard-wirea.•---ror instance, the interest rate formula 
asspectffed in AS 18.56.098 permits no flexibility fn interest rate 
calculatton, even though at times adding some flexibflfty could sig­
nificantly help the market at 1fttle or no ad~t tiona1 cost to AHFC. 

One way to add some flexibility would be to develop a mechanism 
whereby the maximum amount of assistance that AHFC can1 provide for 
any fndfvfdual loan fs set, but the specific way in whfch it was 
app1ied wou1d be flexib1e. Another possib1e change would be to 
permit more f1exibility in the amount of assistance if the who1e 
market was in bad shape. For instance, ff the delinquency rate in a 
particular market exceeded, say, JOS. Addftfonal assfstance would 
have to be targeted at certain groups to achieve specified outcomes, 
or very quickly AHFC cou1d use up fts avai1able resources. 

For f nstance, assume AHFC ~anted to target the condo n1arket, either 
for trade ups to mid-hfgh ·.•ange condos, or to encourage the purchase 
of some of the many 1ow end condos. Many of the current 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 

$ 80,000 
125,000 
50,000 

Interest Rate 

lOS 
61 
61 

Payment 

$702 
749 
300 

In one case, a borrower can buy much more 11 houseu for approximately 
the same payment, whereas in the other case, a borrower could buy a 
$50,000 condo (which was likely 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 
propertf es. It fs our be.lief that the "equity underwater" problem 
could be stabilized in targeted projects by offering financing 
opportunities for full prices sales. 

Other changes would deal wfth AHFC's role in disposing of fts real 
estate portfolio. For instance, if current plans are successful, 
AHFC could we11 own entire condo projects. These projects could 
eventually be sold as condos, but they mfght also be so1d as apart­
ment bui ldf ngs. If AHrC were ab 1 e to manage the buf 1 di rig ( via a 
contract) and perhaps provide financing to the ultimate buyer, the 
total loss might be 111.1ch less. Possibly other types of 1nonowner­
occupied financings to help fn disposal of foreclosed properties 
should be added. 



More f l e x i b i l i t y  would be most h e lp f u l  1n w orkou t s i t u a t i o n s .  HOAR 
w i l l  be s u f f i c i e n t  f o r  a g r e a t  number o f  t r o u b le d  b o r row e rs ,  o th e r s  
w i l l  need f a r  more a s s i s t a n c e .  AHFC, 1n c o n ju n c t io n  w ith  the 
a p p l i c a b le  In su rance  companies, shou ld  be a b le  t o  p ro v id e  a s s is t a n c e  
t o  th e s e  bo r row e rs  1n a v a r i e t y  o f  ways —  much low e r  I n t e r e s t  r a t e ,  
d e f e r r a l  o f  p r i n c ip a l  payments, e t c .  To h o ld  down the  u l t im a te  c o s t  
o f  th e  program and t o  p ro v id e  more a s s i s t a n c e  than 1s needed, AHFC 
shou ld  be a b le  t o  des ign  v a r io u s  approaches t o  r e c a p tu r in g  some o f  
t h i s  a s s is t a n c e  I f  th e  p ro p e r t y  e v e r  a p p re c ia te s  1n v a lu e  beyond I t s  
o r i g i n a l  lo an  amount.
We have d iscu ssed  w ith  v a r io u s  I n d i v i d u a l s  th e  th ough t o f  e s t a b l i s h ­
ing a s u b s id ia r y  c o r p o r a t i o n  o f  AHFC which would be g ran ted  b ro a d e r  
powers t o  add ress  c r i t i c a l  I s s u e s  In  A la s k a ' s  c u r r e n t  housing mar­
k e t .  Such a s u b s id ia r y  may be charged w ith  a c q u i s i t i o n s  a n d /o r  
em inent domain powers t o  ach ieve  p u b l ic  pu rp o se s .  F u r t h e r ,  I t  c ou ld  
f a c i l i t a t e  th e  c o n s o l i d a t i o n  o f  condominium owners t o  a l l o w  f o r  th e  
c on v e rs io n  o f  o th e r  condominium p r o j e c t s  t o  o t h e r  u s e s ,  In c lu d in g  
apartment complexes and p u b l ic  s e c t o r  h ou s ing . We b e l i e v e  a l l  such 
Id eas  shou ld  be e x p lo r e d  1n d e t a i l  and a re  a p p ro p r i a t e  Item s t o  t r y  
t o  adopt t h i s  l e g i s l a t i v e  s e s s io n .

L a s t l y ,  AHFC shou ld  be g iven  b ro a d e r  In ves tm en t powers so t h a t  1 t  
c ou ld  p a r t i c i p a t e  In  a c q u i s i t i o n s  such as Hollywood V is t a  and W i l low  
Pa rk  when i t  makes economic sense f o r  th e  agency .
HB 433 —  Mora tor iums on J u d i c i a l  and N o n ju d i c ia l  F o r e c lo s u r e s  —  
Th is  I s  In tended as a p a r o c h ia l  a t tem p t t o  p re s e rv e  f o r  A la skan s  a 
g r e a t e r  o p p o r tu n i t y  t o  p re s e rv e  t h e i r  r e s id e n c e  a t  th e  expense o f  
l e n d e r s ,  a good p o r t i o n  o f  whom a re  n o n re s id e n t .  S 1m 1 l1 a r  l e g i s l a ­
t i o n  was adopted 1n two m id -weste rn  s t a t e s  as re sp on se s  t o  th e  fa rm  
c r i s i s .  T h e i r  e xp e r ie n ce  shou ld  be s tu d ie d  in  d e t a i l  b e fo r e  passage 
o f  t h i s  l e g i s l a t i o n .

W h i le  the  approach has appea l on I t s  s u r f a c e ,  1 t  appea rs  t o  a l s o  
gen e ra te  c o n s id e r a b le  t e c h n ic a l  q u e s t io n s ,  e s p e c i a l l y  w ith  re sp e c t  
t o  bonded indeb tedness o f  v a r io u s  A la ska  deb t I s s u e r s .  F u r t h e r ,  as 
p ro b a b ly  th e  l a r g e s t  f i n a n c i e r  o f  A la sk a  r e a l  e s t a t e ,  v a r io u s  s t a t e  
e n t i t i e s ,  In c lu d in g  the  r e t i r em e n t  fu n d s ,  may be I n ju r e d  by t h i s  
app roach . We a re  a l s o  concerned about th e  p o t e n t i a l  r a m i f i c a t i o n s  
1 f  " o u t s id e "  le n d e r s  respond t o  passage o f  t h i s  l e g i s l a t i o n  by f u r ­
t h e r  r e s t r i c t i n g  access o f  A laskan s  t o  seconda ry  money m a rke ts .
We a re  a l s o  con fu sed  by th e  language which sugges ts  t h a t  a non- 
j u d i c i a l  f o r e c l o s u r e  e n t i t l e s  the  m ortgago r t o  a r i g h t  o f  r e ­
demption . Th is  appears t o  be a n t i t h e t i c a l  t o  th e  main purpose o f  
n o n ju d ic i a l  f o r e c l o s u r e s .
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More flexibility would be most helpful fn workout situations. HOAP 
wfll be sufffcfent for a grP.at number of troubled borrowers, others 
wtll need far more assistance. AHFC, fn conjunction wfth the 
applfcable insurance companies, should be able to provide assistance 
to these borrowers fn a variety of ways -- much lower interest rate, 
deferral of prfncfpal payments, etc. To hold down the ultimate cost 
of the program and to provide more assistance than fs needed, AHFC 
should be able to design various approaches to recapturing some of 
this assistance ff the property ever appreciates in value beyond fts 
original loan amount. 

We have discussed wfth various individuals the thought of establish­
ing a subsidiary corporation of AHFC which would be granted broader 
powers to address critical issues fn Alaska's current housing mar­
ket. Such a subsidiary may be charged with acqufsftfons and/or 
eminent domain powers to achieve public purposes. Further, ft could 
facilitate the consolidation of condomfnfum owners to allow for the 
conversion of other condominf11m projects to other uses, including 
apartment complexes and public sector housing. We believe all such 
ideas should be explored in detail and are appropriate fte111s to try 
to adopt this legislative session. 

Lastly, AHFC should be given broader investment powers so that ft 
could participate in acquisitions such as Hollywood Vista and Willow 
Park when ft makes economic sense for the agency. 

7. HB 433 -- Moratoriums on Judfcfal and Nonjudfcfal Foreclosures -­
This is intended as a parochial attempt to preserve for Alaskans a 
greater opportunity to preserve their residence at the expense of 
lenders, a good portion of whom are nonresident. Similiar 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, ft appears to also 
generate considerable technical questions, especially with respect 
to 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 by this 
approach. We are also concerned about the potential ramifications 
ff •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 language which suggests that a non­
judicial foreclosure entitles the mortgagor to a right of re­
demption. This appears to be antithetical to the main purpose of 
nonjudicial foreclosures. 
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8 .  SCR xx —  Loan App rova l W ithhe ld  f o r  New C on s t ru c t io n  —  The D epa r t ­
ment h a s  been  asked t o  comment on a d r a f t  o f  t h i s  r e s o lu t i o n .  We do 
n o t - a g re e  w i th  t h i s  app roach . We do ag ree  t h a t  f in a n c in g  agenc ies 
must b e  s e n s i t i v e  t o  th e  o v e r s u p p ly  o f  s e v e r a l  c a t e g o r i e s  o f  r e a l  
e s t a t e  and shou ld  c o o rd in a te  t h e i r  f in a n c in g  p o l i c i e s  t o  a ssu re  t h a t  
th e y  do n o t  I n a d v e r t e n t l y  e x a c e rb a te  a s e r i o u s  p rob lem . We a ls o  
b e l i e v e  t h a t  th e  In v e n to ry  o f  some c la s s e s  o f  p r o p e r t y  may r e q u i r e  
a d d i t i o n a l  c o n s t r u c t i o n  t o  meet a growing demand In  th e  nea r term .
I t  would be much more a p p r o p r i a t e ,  f rom  o u r  p e r s p e c t i v e ,  t o  a l low  
m arke t f o r c e s  and c o o rd in a te d  s t a t e  p o l i c y  deve lopment , such as 
th rough  th e  A la ska  Housing M a rke t ing  C o u n c i l ,  t o  add re ss  the  con­
c e rn s  exp re ssed  1n t h i s  d r a f t  r e s o l u t i o n .  F o r  example , t h e re  a re  
m arket segments which would be s e v e r e l y  p a ra ly z e d  by a g e n e ra l i z e d  
m ora to r ium . I t  1s more a p p ro p r i a t e  t o  add p r i v a t e  s e c t o r  r e p re ­
s e n t a t i v e s  t o  the  Housing Marke t C o u n c i l .

We f e e l  any respon se  o f  t h i s  n a tu re  shou ld  be 1n th e  manner in  which 
m u n i c i p a l i t i e s  I s s u e  b u i ld in g  p e rm its  and c a r r y  o u t  In s p e c t i o n s .  As 
Chairman o f  AHFC, I t  seems In d i s p u t a b le  t h a t  many o f  AHFC's p rob lem  
p r o j e c t s  were n o t  In sp e c te d .
O the r

B r id g e  Bank and Hailwood T ru s t  -  we c o n c e p tu a l ly  sup po r t  t h e s e ,  as ' 
w e l l  as o t h e r  I n i t i a t i v e s  t o  have a s s e t s  h e ld  by th e  FDIC o r  banks 
managed t o  m in im ize the  a d ve rs e  Impact on th e  economy. The re  needs 
t o  be c o n s id e r a t i o n  g iven  t o  bo th  th e  management d i f f i c u l t i e s  and 
th e  c a r r y i n g  c o s t s  which w i l l  be In c u r r e d .  In  a d d i t i o n ,  we need to  
re c o g n iz e  t h a t  any s t a t e  gua ran tee  o r  s tand -by  l e t t e r  o f  c r e d i t  
c o u ld  most l i k e l y  be used .

The re  a r e  t h r e e  p o s s ib le  o p t io n s  a t  t h i s  t im e .  Any one , o r  a 
c om b ina t ion  o f  t h e s e ,  may work . They a re  the  Anchorage Economic 
Development C o rp . ,  th e  S e a la s k a  REIT g roup , and the  Hailwood T ru s t .  
Shou ld  th e  s t a t e  choose t o  p a r t i c i p a t e  In  one o f  th e s e  s t r u c t u r e s ,  
i t  sh ou ld  be p repa red  t o  c o n t r i b u t e  cash as w e l l  as p r o p e r t i e s .
Cash f low s  t o  fund such an e n t i t y  w i l l  n o t  l i k e l y ,  1n the  s h o r t  ru n ,  
be s u f f i c i e n t  t o  meet expense s . Hence, I n i t i a l  c a p i t a l i z a t i o n  w i l l  
be Im po r ta n t  t o  h e lp  a s su re  success  —  unde rs tand ing  t h a t  success 
In c lu d e s  the  avo idance  o f  In c r e a s e s  o f  p r o p e r t y  l i q u i d a t i o n s .

D i s t r i b u t i o n

G a r re y  F e sk a , C h ie f  o f  S t a f f ,  O f f i c e  o f  th e  Gove rno r
Bob Evans, L e s l s l a t l v e  L i a i s o n ,  O f f i c e  o f  th e  G ove rno r
The Honorab le  Jan F a lk s
The H ono rab le  Max Gruenberg
The H ono rab le  Dav id  Don ley
Gregg E r i c k s o n ,  O f f i c e  o f  Management 4 Budget,
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a. SCR xx -- Loan Approval Withheld for New Construction -- The Depart­
ment bas~ asked to consnent on a draft of this resolution. We do 
not-agrea with thfs approach. We do agree that financing agencies 
must be sensitive to the oversupply of several categories of real 
estate and should coordinate their financing policies to assure that 
t~ey do not inadvertently exacerbate a serious problem. We also 
believe that the inventory of some classes of property may require 
additional construction to meet a growing demand fn the near tenn. 
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 in this draft resolution. For example, there are 
market segments which would be severely paralyzed by a generalized 
moratorium. It fs more appropriate to add private sector repre­
sentatives to the Housing Market Council. 

We feel any response of thfs nature should be in the manner in which 
municipalitfes issue building permits and carry out inspections. As 
Chairman of AHFC, ft seems indisputable that many of AHFC's problea 
projects were not inspected. 

Other 

Bridge Bank and Hallwood Trust - we conceptually support these, as 
well as other initi atfves to have assets held by the FDIC or banks -·. 
managed to mfnimfze the adverse impact on the econom}'. Ther~ needs 
to be consideration given to both the management difffcultfes and 
the carrying 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 tfme. Any one, or a 
combination of these, may work. They are the Anchorage Economic 
Development Corp., the Sealaska REIT group, and the Hallwood Trust. 
Should the state choose to participate in one of these structures, 
ft 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 

Garrey Peska, Chief of Staff, Office of the Governor 
Bob Evans, Lesislative Liaison, Office of the Governor 
The Honorable Jan Faiks · 
The Honorable Max Gruenberg 
The Honorable David Donley 
Gregg Erickson, Office of Manage~nt & Budget, 

JAS/sh514414 
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March 2 ,  1 9 8 8
R e s i d e n t i a l  I n t e r e s t  G roup  f o r  
H ou s in g  T r a d e s  
1 0 0 1  B o m . f a c e  # 1 2 J  
A n c h o r a g e ,  A l a s k a  9 9 5 0 4

R e p .  D a v i d  D o n l e y  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .O .  Box  V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  House  B i l l  4 3 2
D e a r  R e p r e s e n t a t i v e  D o n l e y :

The R e s i d e n t i a l  I n t e r e s t  G roup  f o r  H ou s in g  T r a d e s  
(R IGHT) w ou ld  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  t o  t h a n k  y o u  f o r  
s p o n s o r i n g  House  B i l l  4 3 2 .  As y ou  know, i n  i t s  c u r r e n t  f o rm  
t h e  b i l l  d o e s  n o t  p r o v i d e  a p r o c e d u r a l  f r am ew o rk  t h r o u g h  
w h ich  t r a d e s  may be r e a l i z 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  
t h e  House  L a b o r  and Commerce C om m i t te e  i s  c u r r e n t l y  . 
c o n s i d e r i n g  t h e  b i l l  i n  an a t t e m p t  t o  d e v e l o p  such  a 
f r a m e w o r k .

I n  o r d e r  t o  a s s i s t  y ou  i n  y o u r  e n d e a v o r ,  RIGHT has  
a n a l y z e d  and d e v e l o p e d  t h e  f o l l o w i n g  p r o p o s a l  f o r  y o u r  
c o n s i d e r a t i o n .  We r e c o g n i z e  t h a t  we a r e  b u t  on e  o f  t h e  t h r e e  
p a r t i e s  i n v o l v e d  and t h e r e f o r e  u rg e  you  t o  meet  w i t h  t h e  
o t h e r  p a r t i c i p a n t s ,  A l a s k a  H ou s i n g  F i n a n c e  C o r p o r a t i o n  (AHFC) 
and t h e  m o r t g a g e  i n s u r e r s ,  i n  o r d e r  t o  o b t a i n  s u c c e s s f u l  
p a s s a g e  o f  t h i s  l e g i s l a t i o n .

The d ow n tu r n  i n  A l a s k a ' s  economy has  c au sed  
t h o u s a n d s  o f  r e s i d e n t i a l  f o r e c l o s u r e s  i n  t h i s  s t a t e .  I n  1 9 8 7  
AHFC f o r e c l o s u r e s  a l o n e  i n c r e a s e d  f r o m  t h e  1 9 8 6  r e c o r d  o f  
n e a r l y  2 , 0 0 0  t o  o v e r  3 , 7 0 0  r e p r e s e n t i n g  an  i n c r e a s e  o f  102% .  
T h i s  t r e n d  h a s  c o n t i n u e d  u n a b a t e d  s i n c e  1 9 8 4 .  S ee  AHFC 
f o r e c l o s u r e  s t a t i s t i c s  1 9 8 4 - 1 9 8 7 .  T h i s  f o r e c l o s u r e  r a t e  may 
be a t t r i b u t e d  t o  b o t h  e c o n om ic  and n o n - e c o n om ic  f a c t o r s .

I n i t i a l l y ,  many homeowners  e i t h e r  l o s t  t h e i r  j o b s  
o r  e x p e r i e n c e d  some o t h e r  d e c r e a s e  i n  e a r n i n g s  wh ich  l e f t  
them  u n a b l e  t o  mee t  t h e i r  f i n a n c i a l  o b l i g a t i o n s .  
C o n s e q u e n t l y ,  many homeowners  d e f a u l t e d  on t h e i r  m o r t g a g e s .  
F o r e c l o s u r e s  s k y r o c k e t e d .  T o d a y ,  homeowners  c o n t i n u e  t o  
d e f a u l t  and f a c e  u l t i m a t e  f o r e c l o s u r e  due s o l e l y  t o  e c on om ic  
r e a s o n s .

J 
• 

Rep. David Donley 
Alaska State Legislature 
P.O. Box V (MS 3100) 
Juneau, Alaska 99811 

March 2, 1988 
Residential Interest Group for 
Housing ·:t'rades 
1001 Bonl.face tl2J 
Anchorag~, Alaska 99504 

Re: House Bill 432 

Dear Repres~ntative Donley: 

The Residential Interest Group for Housing Trades 
(RIGHT) would like to take this opportunity to thank you for 
sponsoring House Bill 432. As you know, in its current form 
the bill does not provide a procedural framework through 
which trades may be realized. It is our understanding that 
the House Labor and Commerce Committee is currently . 
considering the bill in an attempt to develop such a 
framework. 

In order to assist you in your endeavor, RIGHT has 
analyzed and developed the following proposal for your 
consideration. We recognize that we are but one of the three 
parties involved and therefore urge you to meet with the 
other participants, Alaska Housing Finance Corporation (AHFC) 
and the mortgage insurers, in order to obtain successful 
passage of this legislation. 

The downturn in Alaska's economy has caused 
thousands of residential foreclosures in this state. In 1987 
AHFC foreclosures alone increased from the 1986 record of 
nearly 2,000 to over 3,700 representing an increase of 1021. 
This trend has continued unabated since 1984. See ABFC 
foreclosure statistics 1984-1987. This foreclosure rate may 
be attributed to both economic and non-economic factors. 

Initially, many homeowners either lost their jobs 
or experienced some other decrease in ea:rnings which left 
them unable to meet their financial obligations. 
Consequently, many homeowners defaulted on their mortgages. 
Foreclosures skyrocketed. Today, humeowners continue to 
default and face ultimate foreclosure due solely to economic 
reasons. 



— These  i n i t i a l  " e c o n o m ic "  f o r e c l o s u r e s  spawned a 
wave o f  " n o n - e c o n o m i c "  f o r e c l o s u r e s .  Ab f o r e c l o s e d  
r e s i d e n c e s  we re  r e s o l d  a t  d e p r e s s e d  m a r k e t  v a l u e s ,  homeowners  
b egan  e x p e r i e n c i n g  a c o n t i n u a l  d e c l i n e  i n  t h e i r  p r o p e r t y  

• v a l u e s  t o  p r e s e n t  l e v e l s  s u b s t a n t i a l l y  b e l ow  t h e i r  m o r tg ag e  
b a l a n c e s .  C ondom in ium ,  z e r o - l o t  l i n e  and m o b i l e  homeowners 
have  been  t h e  g r o u p s  m os t  a f f e c t e d  by t h e  d e c l i n i n g  v a l u e s .  
F a ced  w i t h  i n c r e a s i n g  n e g a t i v e  e q u i t i e s ,  many homeowners have  
c h o s e n  f o r e c l o s u r e  t o  a v o i d  i n e v i t a b l e  f u t u r e  l o s s e s .
A l t h o u g h  a b l e  t o  mee t  t h e i r  f i n a n c i a l  o b l i g a t i o n s  t h i s  g r o u p  
o f  homeowners  d e f a u l t  f o r  " n o n - e c o n o m i c "  r e a s o n s .

N e v e r t h e l e s s ,  many homeowners  have  n o t  d e f a u l t e d .  
Many a r e  n o t  o n l y  a b l e  t o  meet  t h e i r  c u r r e n t  f i n a n c i a l  needs  
b u t  a r e  a c t u a l l y  a b l e  t o  q u a l i f y  f o r  h i g h e r  p r i c e d  homes and 
m o r t g a g e s .  Many f a m i l i e s  h ave  o u t g r ow n  t h e i r  homes .  They 
s e e k  t o  im p r o v e  t h e i r  s t a n d a r d  o f  l i v i n g  b u t  a r e  p r e v e n t e d  
f r o m  d o i n g  so  by t h e i r  i n a b i l i t y  t o  s e l l  t h e i r  c u r r e n t  
r e s i d e n c e s  wh ich  i s  n e c e s s a r y  t o  p u r c h a s e  b e t t e r  h o u s i n g .  
G iv e n  t h e  l i k e l i h o o d  t h a t  t h e s e  homeowners  w i l l  n e v e r  a g a i n  
e n j o y  a p o s i t i v e  e q u i t y  p o s i t i o n ,  t h e r e  i s  n o t h i n g  b u t  a 
s e n s e  o f  e t h i c s  and m o r a l  o b l i g a t i o n  t y i n g  them t o  t h e i r  
l o a n s .  T h e i r  n e g a t i v e  e q u i t i e s  and i n a b i l i t y  t o  s e l l  e ven  a t  
a l o s s  l e a v e s  them  n o t  o n l y  f r u s t r a t e d  and d i s s a t i s f i e d ,  b u t  
w i t h  l i t t l e  i n c e n t i v e  t o  c o n t i n u e  p a y i n g  t h e i r  m o r t g a g e s .  
C u r r e n t l y ,  d e f a u l t  i s  t h e  o n l y  o p t i o n  a v a i l a b l e  t o  im p ro v e  
t h e i r  s i t u a t i o n .

On t h e  o t h e r  h a n d ,  many p e o p l e  who have  e x p e r i e n c e d  
a d e c r e a s e  i n  e a r n i n g s  a r e  d e p l e t i n g  t h e i r  c a s h  r e s e r v e s  in
an  e f f o r t  t o  r em a in  c u r r e n t  on  t h e i r  m o r t g a g e s .  I n  many o f
t h e s e  c a s e s  d e f a u l t  w i l l  e v e n t u a l l y  o c c u r .  A l t h o u g h  t h e r e  
a r e  p r o g r am s  a v a i l a b l e  t o  a s s i s t  t h e s e  homeowne rs ,  t h e y  
p r o v i d e  o n l y  t e m p o r a r y  r e l i e f  a t  b e s t .  M o r e o v e r ,  t h e s e  
p r o g r a m s  do n o t  im p r o v e  t h e  homeowne rs  e q u i t y  p o s i t i o n  bu t  
w o r s e n  i t  t h e r e b y  c r e a t i n g  a y e t  g r e a t e r  i n c e n t i v e  t o  
d e f a u l t .  As s u c h ,  t h e y  m e r e l y  d e l a y  t h e  i n e v i t a b l e .

E ach  f o r e c l o s u r e  i n c r e a s e s  t h e  s u p p l y  o f  h o u s in g
a v a i l a b l e  i n  t h e  m a r k e t  t h e r e b y  f u r t h e r  d e c r e a s i n g  m a r k e t  
v a l u e .  As v a l u e s  d e c l i n e ,  mo re  d e f a u l t s  o c c u r  and t h e  c y c l e  
r e p e a t s .  As a r e s u l t ,  many l e n d e r s  and m o r t g a g e  i n s u r e r s  
h a v e  u n w i t t i n g l y  become r e a l  e s t a t e  b a r o n s .  T h e i r  a s s e t s  
h a v e  b e en  c o n v e r t e d  f r o m  p r e d o m i n a n t l y  c a s h  and s e c u r i t i e s  t o  
r e a l  p r o p e r t y  mak ing  them l e s s  l i q u i d  and l e s s  a b l e  t o  meet 
t h e i r  c a sh  n e e d s .  A d d i t i o n a l  f o r e c l o s u r e s  w i l l  o n l y  f u r t h e r  
d e t e r i o r a t e  t h e i r  f i n a n c i a l  p o s i t i o n s .
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These initial "economic" foreclosures spawned a 
wave of •non-economic" foreclosures. As foreclosed 
residen~es were resold at depressed market values, homeowners 
began experiencing a continual decline in their property 

.values to ptesent levels substantially below their mortgage 
balances. Condominium, zero-lot line and mobile homeowners 
have been the gtoups most affected by the declining values. 
Faced with increasing negative equities, many homeowners have 
chosen foreclosure to avoid inevitable future losses. 
Although able to meet their financial obligations this group 
of homeowners default for "non-economic" reasons. 

Nevertheless, many homeowners have not defaulted. 
Many are not only able to meet their current financial needs 
but are actually able to qualify for higher priced homes and 
mortgages. Many families have outgrown their homes. They 
seek to improve theii standard of living but are prevented 
from doing so by their inability to sell their current 
residences which is necessary to purchase better housing. 
Given the likelihood that these homeowners will never again 
enjoy a positive equity position, there is nothing but a 
sense of ethics and moral obligation tying them to their 
loans. Their negative equities and inability to sell even at 
a loss leaves them not only frustrated and dissatisfied, but 
with little incentive to continue paying their mortgages. 
Currently, default is the only option available to improve 
their situation. 

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 their mortgage~. In many of 
these cases default will eventually occur. Although there 
are programs available to assist these homeowners, they 
provide only temporary relief at best. Moreover, these 
programs do not improve the homeowners equity position but 
worsen it thereby creating a yet greater incentive to 
default. As such, they merely delay the inevitable. 

Each foreclosure increases the supply of 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 
their cash needs. Additional foreclosures will only further 
deteriorate their financial positions. 

-2-



— The s o l u t i o n  i s  o b v i o u s :  . d e c r e a s e  t h e  c u r r e n t  r a t e  
o f  f o r e c l o s u r e s .  T h i s  o b j e c t i v e  may be a c h i e v e d  i n  one  o f  
two way s :

1 .  The m a r k e t  c an  c o r r e c t  i t s e l f  n a t u r a l l y  w i t h o u t  
s t r u c t u r e d  i n t e r v e n t i o n  by t h e  p r i v a t e  o r  p u b l i c  s e c t o r s .  
H oweve r ,  i f  c u r r e n t  t r e n d s  c o n t i n u e  u n c h e c k e d ,  t h e r e  i s  
l i t t l e  d o u b t  t h a t  t h e  m a r k e t  w i l l  n o t  be c o r r e c t e d  f o r  many 
y e a r s .  D u r i n g  t h i s  p e r i o d ,  AHFC and i t s  i n s u r e r s  w i l l  be 
f o r c e d  t o  c o n t i n u e  t o  a c q u i r e  and m a i n t a i n  f o r e c l o s e d  
r e s i d e n t i a l  p r o p e r t y  f u r t h e r  d e p l e t i n g  t h e i r  c a s h  r e s e r v e s .

2 .  The  m a r k e t  can  be c o r r e c t e d  t h r o u g h  t h e  
d e v e l o p m e n t  and im p l e m e n t a t i o n  o f  a p l a n  t o  r e v e r s e  t h e  t r e n d  
i n  f o r e c l o s u r e s .  I t  i s  t h e  o b j e c t i v e  o f  t h e  R e s i d e n t i a l  
I n t e r e s t  G roup  f o r  H ou s in g  T r a d e s  (R IGHT) t o  a s s i s t  i n  
d e v e l o p i n g  such  a p r o g r a m  by  a l l o w i n g  homeowners  t o  t r a d e  
t h e i r  e x i s t i n g  AHFC l o a n s  f o r  r e s i d e n c e s  p r e v i o u s l y  
f o r e c l o s e d  upon by t h e  AHFC, t h u s  p r o v i d i n g  more s u i t a b l e  
a n d / o r  a f f o r d a b l e  h o u s i n g  f o r  A l a s k a n  h omeowne rs .  To d e v e l o p  
a s o l u t i o n ,  we must  f i r s t  a n a l y z e  t h e  p r o b l e m .

W heneve r  a f o r e c l o s u r e  o c c u r s  t h r e e  p a r t i e s  a r e  
d i r e c t l y  a f f e c t e d :

1 .  t h e  homeowner ;
2 .  AHFC?
3 .  t h e  m o r t g a g e  i n s u r a n c e  company .

The c o s t  t o  e a ch  p a r t y  i s  e q u a l  t o  100% o f  i t s  maximum 
e x p o s u r e .  The homeowners  l o s e  t h e i r  r e s i d e n c e  and t h e i r  
c r e d i t  i s  d e s t r o y e d .  AHFC l o s e s  f u t u r e  r e v e n u e  and e a r n i n g s  
i n  t h e  f o rm  o f  m o r t g a g e  p aym en t s  and i n t e r e s t .  S i n c e  AHFC i s  
n e a r l y  100% i n s u r e d  ( s e e  1 9 8 7  AHFC Annua l  R e p o r t ,  p .  4 ) ,  i t  
i s  t h e  l e a s t  im p a c t e d  by f o r e c l o s u r e .  N e v e r t h e l e s s ,  AHFC 
s u f f e r s  i t s  g r e a t e s t  l o s s  w i t h  f o r e c l o s u r e .

I t  i s  t h e  m o r t g a g e  i n s u r e r  t h a t  b e a r s  t h e  g r e a t e s t  
l o s s  i n  t e rm s  o f  a c t u a l  d o l l a r s .  The i n s u r e r ' s  p o l i c y  l i m i t s  
a r e  e x c e e d e d  b e c a u s e  o f  t h e  l ow  r e s a l e  p r i c e .  A c c o r d i n g l y ,  
t h e  i n s u r e r  p a y s  100% o f  i t s  maximum e x p o s u r e  on t h e  p r o p e r t y  
and now mus t  a l s o  p a y  f o r  u pk e ep  o f  t h e  r e s i d e n c e  i f  i t  
o b t a i n s  t i t l e .  I f  n o t ,  r e s a l e  and upkeep  c o s t s  f a l l  upon 
AHFC. I n  s h o r t ,  e v e r y o n e  l o s e s  e v e r y t h i n g  i n  a f o r e c l o s u r e  
s i t u a t i o n .

RIGHT e n v i s i o n s  a s i t u a t i o n  w h e r e i n  e v e r y o n e  w in s  a 
l i t t l e .  A t y p i c a l  t r a d e  w ou ld  o c c u r  a s  f o l l o w s :

The solution is obvious1. decrease the current rate 
of foreclosures. This objective may be achieved in one of 
two ways: 

1. The market can correct itself naturally without 
structured intervention by the private or public sectors. 
However, if current trends continue unchecked, there is 
little doubt that the market will not be corrected for many 
years. During this period, ABFC and its insurers will be 
forced to continue to acquire and maintain foreclosed 
residential property further depleting their cash reserves. 

2. The market can be corrected through the 
development and implementation of a plan to reverse the trend 
in foreclosures. It is the objective of the Residential 
Interest Group for Housing Trades (RIGHT) to assist in 
developing such a program by allowing homeowners to trade 
their existing AHFC loans for residences previously 
foreclosed upon by the AHFC, thus providing more suitable 
and/or affordable housing for Alaskan homeowners. To develo~ 
a solution, we must first analyie the problem. 

Whenever a foreclosure occurs three parties are 
directly affected: 

1. the homeowner; 
2. AHFC1 
3. the mortgage insurance company. 

The cost to each party is equal to 1001 of its maximum 
P.xposure. The homeowners lose their residence and their 
~redit is destroyed. AHFC loses future revenue and earnings 
in the form of mortgage payments and interest. Since AHFC is 
nearl:r 1001 insured (see 1987 AHFC Annual Report, p. 4), it 
is tht! least impacted by foreclosure. Nevertheless, ABFC 
suffers its greatest loss with foreclosure. 

It is the mortgage insurer that bears the greatest 
loss in terms of actual dollars. The insurer's policy limits 
are exceeded because of the low resale price. Accordingly, 
the insurer pays 1001 of its 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 
ABFC. In short, everyone loses evecything in a foreclosure 
situation. 

RIGHT envisions a situation wherein everyone wins a 
little. A typical trade would occur as follows1 
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1 .  The homeowner s e l e c t s  a r e s i d e n c e  f o r  p u r c h a s e  
f r o m  AHFC i n v e n t o r y .  He t h e n  b u y s  down h i s  e x i s t i n g  m o r tg a g e  
by  p a y i n g  t o  AHFC an amount e q u a l  t o  a p e r c e n t a g e  o f  t h e  
n e g a t i v e  e q u i t y  t h u s  l o w e r i n g  t h e  b a l a n c e  o f  t h a t  AHFC l o a n .
He wou ld  t h e n  p u r c h a s e  t h e  new home a t  i t s  c u r r e n t  m a r k e t
p r i c e  f i n a n c e d  t h r o u g h  AHFC a t  100% o f  i t s  v a l u e ;

2 .  Tha m o r t g a g e  i n s u r e r  w ou ld  a l s o  buy down t h e  
m o r t g a g e  by p a y i n g  t o  AHFC an amount  e q u a l  t o  a p e r c e n t a g e  o f  
t h e  maximum amount o f  i t s  e x p o s u r e  had a f o r c l o s u r e  o c c u r r e d .  
I n  e x c h a n g e ,  AHFC w ou ld  t e n d e r  a p o l i c y  r e l e a s e  on t h a t  l o a n ?

3 .  AHFC w ou ld  t h e n  own t h e  o r i g i n a l  p r o p e r t y  and 
be a t  l i b e r t y  t o  d i s p o s e  o f  i t  i n  a  v a r i e t y  o f  ways .  I t  
c o u l d  e i t h e r  s e l l  t h e  p r o p e r t y  o r  r e n t  i t  a s  low income 
h o u s i n g  t h u s  r e p l a c i n g  t h e  c u r r e n t  b l i g h t e d  low  income 
h o u s i n g .

By  a d o p t i n g  such a p r o g r a m  e v e r y o n e  would benefit. 
T he h o m e o w n e r  w o u l d  be able to o b t ain, for a price, a better
or mo r e  a f f o r d a b l e  home. His i n c e n t i v e  to d e f a u l t  produced
by his c u r r e n t  neg a t i v e  e q u i t y  or f i n a n c i a l  d i stress w o u l d  be 
e liminated.

The i n s u r e r  h a s  c u t  i t s  l o s s e s  f r o m  100% t o  
w h a t e v e r  p e r c e n t a g e  i t  a g r e e s  t o  p a y  f o r  AHFC's p o l i c y  
r e l e a s e .  A ssum ing  t h e  p r o p e r t y  p u r c h a s e d  was f r o m  t h e  
i n s u r e r ' s  i n v e n t o r y ,  t h e  i n s u r e r  h a s  now s o l d  t o  t h e  
homeowner one  o f  i t s  p r o p e r t i e s  p r e v i o u s l y  f o r e c l o s e d  upon .  
S i n c e  i t  h a s  a c q u i r e d  no a d d i t i o n a l  p r o p e r t y  i n  t h e  t r a d e ,  i t  
h a s  d e c r e a s e d  i t s  i n v e n t o r y  and a s s o c i a t e d  c o s t s  by o n e .  
F i n a l l y ,  t r a d e s  w i l l  s u b s t a n t i a l l y  d e c r e a s e  t h e  number o f  
f o r e c l o s u r e s  t h u s  d e c r e a s i n g  t h e  p o t e n t i a l  f o r  f u t u r e  l o s s e s .

AHFC d i r e c t l y  b e n e f i t s  by t h e  i n f l u x  o f  c a sh  f r om  
t h e  homeowner and t h e  i n s u r e r  i n  " b u y i n g  down" t h e  m o r t g a g e .  
M o r e o v e r ,  s u ch  a p r o g r am  b e n e f i t s  AHFC by s u b s t a n t i a l l y  
d e c r e a s i n g  f u t u r e  f o r e c l o s u r e s .  A l t h o u g h ,  a r g u a b l y ,  AHFC may 
end up w i t h  l e s s  m a r k e t a b l e  p r o p e r t y ,  t h i s  same r e s u l t  w ou ld  
o c c u r  we re  f o r e c l o s u r e s  t o  c o n t i n u e  a t  c u r r e n t  l e v e l s .  The 
d i f f e r e n c e ,  h o w e v e r ,  i s  t h a t  i n  a t r a d e  s i t u a t i o n  AHFC 
r e c e i v e s  c a s h  a t  t h e  t im e  o f  r e p o s s e s s i o n .  I n  a f o r e c l o s u r e ,  
AHFC r e c e i v e s  n o t h i n g  a b s e n t  j u d gm en t  and s u c c e s s f u l  
e x e c u t i o n .  M o r e o v e r ,  AHFC w i l l  be t a k i n g  b ack  a l o a n  w h i l e  
a t  t h e  same t im e  f i n a n c i n g  a new one  wheneve r  a t r a d e  o c c u r s  
t h e r e b y  m a i n t a i n i n g  a s t e a d y  c a s h  f l o w  wh ich  i s  n o t  p r e s e n t  
i n  a f o r e c l o s u r e  s i t u a t i o n .

l. The homeowner selects a residence for purchase 
from AHFC inventory. He then buys down his existing mortgage 
by paying to AHFC an amount equal to a percentage of the 
negative equity thus lowering the balance of that AHFC loan. 
He would then purchase the new home at its current market 
price financed through AHFC at 1001 of its value, 

2. The mortgage insurer would also buy down the 
mortgage by paying to AHFC an amount equal to a percentage of 
the maximum amou~t of its exposure had a forclosure occurred. 
In exchange, AHFC would tender a policy release on that loan: 

3. AHFC would then own the original property and 
be at liberty to dispose of it in a variety of ways. It 
could either sell the property or rent it as low income 
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. His incentive to default produced 
by his current negative equity or financial distress would be 
eliminated. 

The insurer has cut its losses from 1001 to 
whatever percentage it agrees to pay for ABFC's policy 
release. Assuming the property purchased was from the 
insurer's invento~y, the insurer has now sold to the 
homeownEr one of its properties previously foreclosed upon. 
Since it has acquired no additional property in the trade, it 
has decreased its inventory and associated costs by one. 
Fina!ly, trades will substantially decrease the number of 
foreclosures thus decreasing the potential for future losses. 

AHFC directly benefits by the influx of cash from 
the homeowner and the insurer in •buying down• the mortgage. 
Moreover, such a program benefits AHFC by substantially 
decreasing future foreclosures. Although, arguably, AHFC may 
end up with less marketable property, this same result would 
occur were foreclosures to continue at current levels. The 
difference, however, is that in a trade situation ABFC 
receives cash at the time of repossession~ In a foreclosure, 
AHFC receives nothing absent judgment and successful 
execution. Moreover, AHFC will be 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. 
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A l t h o u g h  AHFC w i l l  a c c u m u l a t e  an i n v e n t o r y  o f  l e s s  
d e s i r a b l e  h o u s i n g  i n  t h e  f o rm  o f  condom in ium s  and m o b i l e  
homes when low  c o s t  p r o p e r t y  i s  t r a d e d  f o r  h i g h a r  p r i c e d  
r e s i d e n c e s ,  t i t l e  t o  t h e s e  d w e l l i n g s  w i l l  v e s t  i n  one owner  -  
AHFC. As a g o v e r n m e n t a l  a g e n c y ,  u l t i m a t e  o w n e r s h i p  by AHFC 
i s  more d e s i r e a b l e  t h a n  o w n e r s h i p  by p r i v a t e  m o r t g ag e  
i n s u r e r s  wh ich  u s u a l l y  o c c u r s  i n  a f o r e c l o s u r e .  U n l i k e  
p r i v a t e  e n t e r p r i s e ,  t h e  g o v e r n m e n t ,  t h r o u g h  AHFC, i s  i n  a 
b e t t e r  p o s i t i o n  and h a s  g r e a t e r  i n c e n t i v e  t o  d i s p o s e  o f  t h e  
p r o p e r t y  i n  such  a way as  w i l l  b e n e f i t  t h e  p u b l i c  g o o d .  
A c c o r d i n g l y ,  t h e  t r a d e  p ro g r am  c o u l d  be u t i l i z e d  i n  
c o n j u n c t i o n  w i t h  a p r o g r am  d e v e l o p e d  t o  d i s p o s e  o f  t h e  l o w e r  
c o s t  h o u s i n g  e i t h e r  t h r o u g h  r e s a l e  o r  r e n t a l  a s  p u b l i c  
h o u s i n g  o r  t h r o u g h  d e m o l i t i o n  and r e m o v a l  (m o b i l e  homes )  f o r  
r e s a l e  i n  a more  v i a b l e  m a r k e t .

Two f a c t o r s  must  be k e p t  i n  mind i n  s t r u c t u r i n g  
t h i s  p r o g r a m :

1 .  C o s t s  -  c l o s i n g  c o s t s  and r e a l t o r  f e e s  must  be 
s t r e a m l i n e d  and r e d u c e d .  F o r  e x a m p l e ,  r e a l t o r  c om m is s i o n s  
c o u l d  be l o w e r e d  f r o m  6% t h r o u g h  a c o m p e t i t i v e  b i d d i n g  
p r o c e s s .  Bank f e e s  c o u l d  be e l i m i n a t e d  by d i r e c t  f i n a n c i n g  
t h r o u g h  AHFC.

2 .  Homeowner c o s t s  -  t o  make t h e  p r o g r am  v i a b l e ,  
t h e  buy down paymen t  r e q u i r e d  must  be a f f o r d a b l e .  F u r t h e r ,  
s h o u l d  a p a r t y  be u n a b l e  t o  p r o d u c e  a l l  o f  t h e  buy  down 
p a ym en t ,  a l t e r n a t i v e  f i n a n c i n g  mus t  be a v a i l a b l e .  P e r h a p s  a 
s e c o n d  deed  o f  t r u s t  e q u a l  t o  t h e  u n p a i d  b a l a n c e  o f  t h e  buy 
down paymen t  c o u l d  be t a k e n  o u t  on t h e  new home p u r c h a s e d  
t h r o u g h  AHFC. Homeowners t r a d i n g  down c o u l d  p ay  z e r o  down, 
w i t h  t h e i r  buy  down c o s t  t r a n s f e r r e d  t o  t h e  new l o a n .

I n  c o n c l u s i o n ,  RIGHT r e c o g n i z e s  t h a t  t h e  c o s t  o f  
im p r o v i n g  t h e  r e s i d e n t i a l  m a r k e t  s h o u l d  n o t  be b o r n e  by  any 
one  g r o u p .  U nd e r  c u r r e n t  c o n d i t i o n s  t h e  b u rd e n  i s  p l a c e d  
s o l e l y  upon t h e  i n d i v i d u a l  homeowne r .  As t h e  f o r e c l o s u r e  
r a t e  i n d i c a t e s ,  t h e  homeowner i s  u n w i l l i n g  t o  a c c e p t  t h i s  
b u r d e n  and i t  i s  u l t i m a t e l y  AHFC and t h e  m o r tg ag e  i n s u r e r s  
who must  b e a r  t h e  l o s s .  RIGHT o f f e r s  a p ro g ram  t h r o u g h  wh ich  
a l l  p a r t i e s  a ssume a s h a r e  o f  t h e  c o s t s  i n  e x ch ange  f o r  a 
l e s s e n i n g  o f  t h e i r  b u r d e n .

C o n t r a r y  t o  some b e l i e f s ,  l e g i s l a t i o n  i s  n e c e s s a r y  
t o  e n a b l e  AHFC t o  e f f e c t u a t e  a t r a d e  a s  no s t a t u t e  o r  
r e g u l a t i o n  e x i t s  a u t h o r i z i n g  s u ch  a c t i v i t y  by AHFC. I n  o r d e r  
t o  e s t a b l i s h  a t r a d e  p r o g r a m ,  t h e  l e g i s l a t u r e  must  t a k e  s t e p s

- Although AHFC will accumulate an inventory of less 
desirable housing in the form of condominiums and mobile 
homes when low cost property is traded for high2r priced 
residences, title to these dwellings will vest in one owner -
AHFC. As a governmental agency, ultimate ownership by AHFC 
is more desireable than ownership by private mortgage 
insurers which usually occurs in a foreclosure. Unlike 
private enterprise, the gove~nment, through AHFC, is in a 
better position and has greater incentive to dispose of the 
property in such a way as will benefit the public good. 
Accordingly, the trade program could be utilized in 
conjunction with a program developed to dispose of the lower 
cost housing either through 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: 

1. Costs - closing coets and realtor fees must be 
streamlined and reduced. For example, realtor commissiqns 
could be lowered from 61 through a competitive bidding 
process. Bank fees could be eliminated by direct financing 
through AHFC. 

2. Homeowner costs - to make the program viable, 
the buy down payment required must be affordable. Further, 
should a party be unable 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 
through ABFC. 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 group. 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 is ultimately AHFC and the mortgage insurers 
who must bear the loss. RIGHT offers a program through which 
all parties assume a shara of the costs in exchange for a 
lessening of their burden. 

Contrary to some beliefs, legislation is necessaty 
to enable AHFC to effectuate a trade as no statute or 
regulation exits ~uthorizing such activity by AHFC. In order 
to establish a trade program, the legislature must take steps 
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t o  o b t a i n  t h e  a t t e n d a n c e  o f  a l l  n e c e s s a r y  p a r t i e s  a t  t h e  
b a r g a i n i n g  t a b l e .  T h i s  c an  b e s t  be a c h i e v e d  by t h e  
l e g i s l a t i v e  a p p o i n tm e n t  o f  a p a n e l  c o n s i s t i n g  o f  r e a l t o r s ,  
f i n a n c i a l  e x p e r t s  and r e p r e s e n t a t i v e s  f r o m  AHFC, t h e  m o r t g a g e  
i n s u r a n c e  c om p an ie s  and t h e  h omeowne rs .  We u rg e  you  t o  
a p p o i n t  a p a n e l  t o  r e v i e w  and d e v e l o p  a p l a n  c o n s i s t e n t  w i t h  
t h i s  p r o p o s a l .  Im m ed ia t e  a c t i o n  i s  n e c e s s a r y  i n  o r d e r  t o  
o b t a i n  p a s s a g e  o f  t h i s  im p o r t a n t  p i e c e  os! l e g i s l a t i o n  d u r i n g  
t h i s  s e s s i o n .

A g a i n ,  t h a n k  y ou  f o r  y o u r  e f f o r t s  i n  t h i s  m a t t e r .
I f  y ou  h a v e  any q u e s t i o n s  o r  w i s h  t o  d i s c u s s  t h i s  p r o p o s a l  i n  
f u r t h e r  d e t a i l ,  p l e a s e  do n o t  h e s i t a t e  t o  c o n t a c t  u s .

V e r y  t r u l y  y o u r s ,

p rena  L / H e i k e s ^ ^ " ^  
C o - c h a i rm a n ,
R e s i d e n t i a l  I n t e r e s t  G roup  f o r  
H ou s in g  T r a d e s

M i c h a e l  H inshaw 
C o - c h a i rm a n ,
R e s i d e n t i a l  I n t e r e s t  G roup  f o r  
H ou s in g  T r a d e s
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to obtain the attendance of all necessary parties at the 
bargaining table. This can best be achieved by the 
legislative appointment of a panel consisting of realtors, 

financial experts and representatives from AHFC, the mortgage 
insurance companies and the homeowners. We urge you to 
appoint a panel to review and develop a plan consistent with 
this proposal. Immediate action is necessary in order to 

obtain passage of this important piece o~ legislation during 
this session. 

Again, thank you for your efforts in this matter. 
If you have any questions or wish to discuss this proposal in 
further detail, please do not hesitate to contact us. 

Very truly yours, 

Michael Hinshaw 
Co-chairman, 

Group for 

Residential Interest Group for 
Housing Trades 
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R E P R E S E N T A T I V E  D A V E  D O N L E Y
ALASKA STATE LEGISLATURE 
D IS T R IC T  E L E V E N  • S P E N A R D  
NORTHWOOD • SPENARD • THOMPSON TURNAGAIN

P .O . B O X  V , J U N E A U  9 9 8 1 1  
(9 0 7 )4 6 5 - 3 8 9 2  

UPPER MIDTOWN • WINDEMERE

DATE:

TO:

FROM:

SUBJECT:

R E C E IV E D  ftAY 2

May 2, 1988

Senator Johne Binkley, Co-chair 
Senator Rick Halford, Co-chair 
Senate Finance Committee

Representative Dave Donley

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."

CHAIRM AN

LABOR AND COMMERCE 
COMMITTEE

MEMBER

STATE AFFAIRS COMMITTEE

HEALTH. EDUCATIONAL 
AND SOCIAL SERVICES COMMITTEE

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. I 
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.

a n c h o r a g e  o f f ic e

3111 “C " STREET. SUITE 450 • A N C H O R A G E . A L A S K A  99503 • (907)561-7629
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REPRESENTATIVE DAVE DONLEY 
ALASKA STATE LEGISLATURE 
DISTRICT ELEVEN • SPENARD 

P.O. BOX \~ JUNEAU 99811 
(907) 465-3892 
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IO: 
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SUBJECT: 

RECEIVED rt"·.'l 2 

May 2, 1988 

Senator Johne Binkley, Co-chair 
Senator Rick Halford, Co-chair 
Senate Finance Committee 

Representative Dave Donley 

Request for Hearing, House Bill 432 

1988 
CHAIRMA:-o; 

L.-'.BOR A~[) COMMERCE 
COMMITTEE 

MEMBER 
~"T.-\TE :\FFAIRS COMMITTEE 

HEALTH. Ef'\L'CATIOS.-'.L 
A~D SOCl:\L ~ER\'ICES COMMITTEE 

"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 AqFc Trade-up and Trade-dorm 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. I 
felt it was necessary to introduce a piece of legislation like HB 432 to 
allow movement in the rnar.ket place. 

Many citizens across the state have expressed to me their desire to take 
part in a trade program if one was available. Because AqFc 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 questiou5 please 
feel free to contact me or my legislative aide, Mark Begich at 3892 . 
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S T E V E  C O W P E R
G Q V E c?NOrJ

S t a t e  o f  A l a s k a
OFFICE OF THE G O V E R N O R

J u n e a u

A p r i l  2 6 ,  1 9 8 8

The H o n o r a b l e  A1 Adams 
C h a i rm an
House  F i n a n c e  C om m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .O .  Box  V 
J u n e a u ,  AK 9 9 8 1 1
D e a r  C h a i rm an  Adams:
As y o u  know ,  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  (AHFC) 
h a s  b e e n  w o r k i n g  c l o s e l y  w i t h  t h e  L e g i s l a t u r e  on  m e th od s  t o  
s t a b i l i z e  t h e  h o u s i n g  m a r k e t  w h i l e  m a i n t a i n i n g  t h e  v a l u e  o f  
r e s i d e n t i a l  p r o p e r t y .
T h e r e  h a s  b e e n  much d i s c u s s i o n  and  t e s t i m o n y  on  r e s i d e n t i a l  
e x c h a n g e s ,  d e m o l i t i o n  o f  s u b s t a n d a r d  h o u s i n g ,  r e f i n a n c i n g  o f  
e x i s t i n g  m o r t g a g e s ,  c o n v e r s i o n  o f  h o u s i n g  u n i t s  t o  o t h e r  
b e n e f i c i a l  u s e s ,  and  t e m p o r a r y  r e m o v a l  f r o m  t h e  r e s a l e  
m a r k e t  o f  r e s i d e n t i a l  h o u s i n g  owned b y  t h e  c o r p o r a t i o n .  The 
A p r i l  2 5 ,  1 9 8 8  d r a f t  House  F i n a n c e  C om m i t t e e  S u b s t i t u t e  f o r  
HB 4 3 2  w o u ld  g i v e  AHFC t h e  f l e x i b i l i t y  t o  a c t  i n  a  p r u d e n t  
m anne r  t o  h e l p  a c c o m p l i s h  t h e  g o a l  o f  m a r k e t  s t a b i l i z a t i o n .  
C r e a t i o n  o f  t h e  s t a b i l i z a t i o n  f u n d  w i t h i n  AHFC t o  a s s i s t  i n  
f i n a n c i n g  t h e  c o s t  o f  d e m o l i s h i n g  s t a t e - o w n e d  r e s i d e n t i a l  
h o u s i n g  i s  a p o s i t i v e  s t e p  t o w a r d  e c o n o m i c  r e c o v e r y .
To t h a t  e n d ,  I  s u p p o r t  t h e  e f f o r t s  o f  t h e  s p o n s o r s  o f  t h i s  
l e g i s l a t i o n ,  t h e  House Comir > v e r y ,
and t h e  House  F i n a n c e  Commi

STEVE COWPER 
GCVE:qNDP 

S TATE O F A LAS I{ A 

OFFICE: OF TH£ GDVE:FINDFI 

JU NEAD 

The Honorable Al Adams 
Chairman 
House Finance Committee 
Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811 

Dear Chairman Adams: 

April 26, 1988 

As you know, the Alaska Housing Finance Corpo%ation (AHFC) 
has been working closely with the Legislature on methods to 
stabilize the housing market while maintaining the value of 
residential property. 

There has been much discussion and testimony on residential 
exchanges, demolition of substandard housing, refinancing of 
existing mortgages, conversion of housing units to other 
beneficial uses, and temporary removal from 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 help accomplish the goal of market stabilization. 
Creation of the stabilization fund within AHFC to assist in 
financing the cost of demolishing state-owned residential 
housing is a positive step toward economic recovery. 

To that end, I support the efforts of the sponsors of this 
legislation, the House Commit e n Joint Economic Recovery, 
and the House Finance Commi ee i1 dr ti this bill. · 



A H F C  d i r e c t o r s  p l a n  c o n d o - t r a d i n g  p r o j e c t

By STAN JONES
Daily Nev/s reporter

The d irec to rs  o f  the A la sk a  Housing 
F inance C o rp . on F r id a y  app roved  a 
p rop o sa l to shore  up the ravaged A nchor­
age condom in ium  m a rke t by em pty ing  
ou t som e deve lopm ents to  f i l l  o thers .

The p ro jec ts  emptied out w ou ld  be 
dem o lished , converted to  o th e r uses — 
lik e  apa rtm en ts o r  pub lic  housing — o r  
w arehoused un til cond itions im p rove .

T he  le g is la tu re , m ortgage insurance 
com panies and perhaps o th e r lenders 
m ust app rove  the p lan  b e fo re  it  can take  
e ffe c t, sa id  Ron Leh r, A H FC  execu tive 
d ire c to r .

The s ta te  agency has 6,860 condo loan s 
ou ts tand ing , but L eh r sa id  he d idn 't y e t 
have  an estim ate o f  how  m any ow ners 
m igh t w an t to trade . A H FC  has fo re ­
closed on m ore than 1,300 condos, and a

q u a rte r o f  its ou ts tand ing  condo loans 
a re  de linquen t.

The p la n  w ou ld  w o rk  l ik e  th is , accord­
ing to  a m em o from  Leh r:

C e rta in  condo p ro jec ts , ca lled  don o r 
p ro jec ts , w ou ld  be selected to be emp­
tied . These w ou ld  l i k e ly  be low -end 
deve lopm ents w ith  low  occupancy, low  
s a la b i l i t y ,  and p o s s ib ly  c o n s tru c tio n  
p rob lem s.

O th e r p ro jec ts  w ith  few e r p rob lem s 
w ou ld  be id en tifie d  as recep to r p ro jec ts .

O w ners in  the d on o r p ro jec ts  w ou ld  be 
a llow ed  to  trad e  th e ir  condos fo r  un its in 
the  recep to r p ro jec ts .

A  t ra d e r ’s buy ing  p ow e r w ou ld  be 
equa l to  the  v a lu e  o f  the  condo he was 
abandon ing , p lu s  an "exchange c red it”  o f  
as-yet undete rm ined m agnitude . H is  o r ig ­
in a l lo a n  w ou ld  be ca rried  o v e r  to the 
new  p rop e rty .

I f  the cost o f  the new  un it exceeded 
the t ra d e r ’s buy ing  pow er, he cou ld  m ake 
up the d iffe rence b y  pu tting  cash in to  the 
dea l o r p o ss ib ly  by ta k in g  ou t a new 
loan .

In  add ition  to  a llow in g  the exchange 
c red it, A H FC  w ou ld  p ay  the t ra d e r ’s 
m ov ing  costs, L e h r sa id .

L e h r sa id  he expects to  have a deta iled  
"concept p a p e r"  to  p resent to the va riou s  
p a rties  to  the p la n  w ith in  tw o o r  three 
w eeks.

In  o th e r business F r id a y , A H FC  d irec ­
to rs  d ropped p lan s fo r  a s tab iliza tion  
fund  th a t w ou ld  have been used to m ake 
g ran ts to  sta te  o r  m un ic ipa l agencies, 
which the  agencies w ou ld  have spent to 
dem o lish  substandard  housing o r to buy 
AHFC -ow ned re a l estate.

88 AHFC directors plan condo-trading project 
If the cost of the new unit exceeded the trader's buying power, he could make up the difference by putting cash into the deal or possibly by taking out a new 

By STAN JONES 0aily News reporter The directors of the Alaska Housing Finance Corp. on Friday approved a proposal to shore up the ravaged Anchor· age condominium market by emptying out some developments to fill others. The projects 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 
\ 

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 projects, would be selected lo be emp­tied. These would likely be low-end developments with low occupancy, low salabi1lty, 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-yet undetennined magnitude. His orig­inal loan would be carried over to the 

loan. 
In addition lo allowing the exchange credit, AHFC would pay the trader's moving costs, Lehr said. , Lehr said he expects to have a detailed "concept paper" to present to the various parties to the plan within two or three weeks. 
In other business Friday, AlffC dircc· tors dropped plans for a stabilization fund that would have been used to make grants to state or municipal agencies, which the agencies would have spent to demolish substandard housing or to buy AHFC-owned real estate. new property. 
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R E P R E S E N T A T I V E  D A V E  D O N L E Y
ALASKA STATE LEGISLATURE P .O . B O X  V . J U N E A U  99 81 1
D IS T R IC T  E LE V E N  • S P E N A R D  (9 0 7 ) 4 6 5 -3 8 9 2
NORTH WOOD • SPENARD • THOMPSON • TURNAGAIN • UPPER MIDTOVCN • Vi'INDEMERE

LABOR AND COMMERCE 
COMMITTEE

MEMBER

STATE .AFFAIRS COMMITTEE

February 29, 1988 HEALTH. EDUCATIONAL
AND SOCIAL SERVICES COMMITTEE

Members of the Judiciary Committee 

Representative Dave Donley 

HB 432 AHFC irade-up/Trade-down

DESCRIPTION: TOTAL FUND EQUITY

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.

DATE:

TO:

FROM:

RE:

CHAIRM AN

ANCHORAGE O FFICE

3111 “C " STREET. SUITE 450 • A N C H O R A G E . A L A S K A  99503 • (907) 561-7629

REPRESENTATIVE DAVE DONLE-Y 
ALASKA STATE LEGISLATURE 
DISTRICT ELEVEN • SPENARD 

P.O. BOX\: JUNEAL' 1:N8ll 

t9Ci) 165-3892 
'.':ORTHWOOD • SPE~RD • THOMPSO'.': • TL"R:--:AG.-\1:--: • !_"PPER :-.t1DTO\X":--; • \X'l~OHIERE 

DAIE: 

TO: 

FROM: 

RE: 

February 29, 1988 

Members of the Judiciary Committee 

Representative Dave Donley~ 

qs 432 AHF( Itade-up/Irade-down 

CHAIRMAN 

LABOR .-\~l' CO}IMERCE 
CC~IMITTEE 

ME~tBER 

~i.-\TE :\FF.-\IR::: COM~tlTTEE 

HEALTH. E[')L"C.-\TIO~AL 
.-\~Cl 5iJCI.-\L SER\"ICE5 C0~1~11TTEE 

DESCRIPIION: TOTAL FUND EQUirY 

Total fund equity is the difference of Assets and Liabilities of Alaska 
qousing Finance Corporation. Use of up to 1% of the Total Fund Equity of 
$1,521,136 would make available approximately $15,000,000 for nS 432. 

Attached you will find the June 1987, Combining Balance Sheet of All funds 
available to AHFC. 

ANCHORAGEOmCE 

3111 "C" STREET. SUITE 4;0 • ANCHORAGE, ALASKA 99;03 • (907) ;61-7629 
-e:;, .,. 



Al— km K n a n l f  Winamcm C f » O T t l — ________________
June 30, 1987 fin Thouaaads)_________________

Combining Balanca Shoot —  All Fundi

Rewiring Fund
Home Combined

-- . Corporation General Ownership Insurance
Operating Account Fund Fund

Assets
J 1,481 426 59

Investments 8,575 63,362 6,654 31,289
Mortgage loans end mortgage bccied securities, 
net of discounts end allowance lor loon losses 13,115 325.271 6,173

Mobile borne loans, net of allowance for losn losses 5.033 26,744 69,042 _

Accrued interest receivable 134 3,345 681 200
Due from otber funds 40,94? 60.801 291 _

Resl estste owned - 6.816 102 _

Mobile homes owned 767 4,971 12,568
Other assets 945 4.416 - -

471.690 4S6.1S9 95,570 31,489

Liabilities and Fund Equity
f JlhiliKx-
Bands snd notes payable, net of discounts; 
Moil|tge bonds snd notes S -
PSysbk to State of Alssks - - _ -

Commercial paper — 4,973 — _

Accrued interest payable __ _ _ __
Insursnce fund reserve for loan losses _ _ „ 5,585
Due to other funds 4,959 12,824 3,306 1,885
Accrued expenses and other liabilities 591 3,365 129 -

Tbtal liabilities 5,550 21,182 3,435 7,470

Fund equity:
Contributed capital:
Designated u security for oulstsndinf obligations or otber purposes 
allowed within the respective fund 129,416 103,381 7,858

Interfund transfers representing losn subsidies snd debt collateralisation - 60.574 - 3.900

Tbtal contributed capUal - 189.990 103,381 11,758
Retained earnings (deficit):
Designated as security for outstanding obligations or other purposes 
allowed within the respective fund 284.987 (11.246) 12,261

Unde signaled 66,140 - -, i -------
fc*l >« 66,1W 474,977 92,115 24,019

Commitments

Combined Combined Combined
Combined Combined Medium Term State Combined Other
Home State Note and Assisted Residential Bonds
Mortgage Guaranteed Secured Morigage Mortgage and
Bond Bond Bond Bond Bond Notea Combined

1,585 1,782 1,754 2,152 5 812 10.056
198,222 199,071 294,588 132,999 17,406 304,817 1,256.983

607,922 669,219 376,294 668,618 55.082 1.241.426 3.963.827
- — - — - — 100,819

16,076 14,145 4,459 15,435 452 15.747 70.674
288 129 - 786 40 9.847 113,122

46,100 39,288 116 39,272 89 15.057 146,840
- - - — - — 18.306

4,286 4.356 1,563 3,128 277 9,171 26.142

874.479 927,990 678,774 862,390 73.351 1 596.877 5.708 769

705.648 812,298 596,374 491.469 65.000 1.306.647 3.977.436
- - - - - 10.894 10.894
- - - - - - 4.973

20,172 6,512 7,827 6,610 2,112 21,976 65.209
- - - — - - 5.585

26.070 11,547 5,118 11,157 1,336 12,920 113.122
791 852 671 1.690 70 2.235 10414

752,681 831,209 609.990 532,926 68.518 1.354.672 4.187.61 J

127.835

13.803)

120.312

(14.587)

33.086

39.598

419.930

(81.214)

6S

5.210

91.986

(9.678)

1.033.871

124.032 105,725 72,684 338,716 5,275 82.310 1.033.671

(2.W4) (8,944) (3.900) (9.2521 (442) 159,895 421.125
- — - — - - 66.140

121,798 96,781 68,784 329.464 4,833 242,205 1,521,136

874.479 927.990 678.774 862.390 73.351 1 596 877 5 708.769

Combining lalanc. lhHI - All Fund1 

AIMUKeu .... n.-c.,._.._ .._ .... 
J....e 30, 1917 jln Tliawnd•J 

I Comllird Camblard Comblaed 
Rnr.hia&Pwul 

~ 
Comblaed Comblatd M&dlu.m Ttrm SI.lie Cambl.ord Othu 

H~ Cambl....s Hamt ~It Nolt &ad Aubled Rnldt■tl&I Boiw 
c.o.p,ndc,a r.aa.J Ow■ulhlp Ln,wua, Mortpp G11&111111...t 5Kwtd Martpa• Mar111• and 

~ ""'-1 PllDd Pwid BoDCI llaa,d BoDCI Band Boad Nae,. ComblDed 

,MMI, 

c- ~ 1,411 ,16 59 • 1,5&5 l,71Z 1.75' 2,152 5 112 10,056 
111-.. .. 1,575 6U6Z 6,65' 31,219 , 191,222 199,071 294,581 132.999 17.406 304,117 1.256.!lll 
Mar111,1, io... a.ad "'°"l'P bawd l<ICllrill<I, 

ad al diicawlll a.ad .ilawana lat la&D laut:I 13,115 325,ffl 6,173 u:n.m 669,219 376.29' 668,611 55,0&2 1,241.,Z6 3,963.127 
Mol,ilt boa., io.a.. ad ol allowaDct la, loon ...... 5,0JJ Z'-7" 69,0'2 ~ 100,119 
kau<d laltlea nulwhlt 13' 3,3'5 611 zoo 

I 
16,076 14,145 , .,59 15,'35 ,sz 15.7'7 70,674 °"" frm, OIMr lw,do 40.~~ f.O,IOI 291 211 129 716 4Q 9.M7 lll.lZZ 

lltal al.alt awned 6,116 ICl2 46.100 39,218 116 39.m 19 15,057 1'6,840 
Mobkbc.,n,.owDOd 767 071 IZ,568 11,306 
01.baWN 9'5 Ul6 4,216 , .356 1.563 UZI 277 9,171 U .IU 

171.690 '96,159 !15,570 31,489 t 17',,79 927,990 671.774 162,390 7l.l51 I 5!16.177 5.708 769 

UabWtla ud PUAd Bqulty 
Llffl!Ltia: 

Banda &ad DOl<t pl}'ll,I,, 11d ol cucaw,u: 
Mai1pse baad.i &ad DOI,. I - 705,6'8 112,291 596,m '91,w.l 65,000 1,306,6'7 3,917.,36 
hrahle 10 Stalt al AJ&w 10.19' 10.19' 

Caaio,ucial pjpa ,.m '-97J 
lanled ialttesl pqable 20.ln G,512 7,127 6,610 2,112 21.976 65.209 
laaw..,,. fwwl la<ffl fa, loon Iowa 5,515 5.S15 
Ou,1Dolli,1fulllh 4.'159 12,W 3,306 1.115 16,070 11 ,5'7 5,111 11.157 1,336 12.920 113.IZZ 
kaued ~ &ad Olha lwiilila 591 3,3&5 129 m 152 671 1.690 70 2.235 1ou, 

'lblaJ IWiilitltl USO 21,IIZ J,'35 1,,10 7SZ,611 131,209 60'l.'l90 532,916 61.SII I.JS'-672 , .117,611 

PUDd ,qwiy: 
CaaW..1,d capital: 

D,sip.11ed u lt<urilr for aulJl&Adl.o,w ob1ip11oGa or alba pupaMi 
allowed wil.bln lhc raptellw fwwl 129.416 103,311 7.1151 127,135 120,312 JJ,016 ,19,930 65 91 ,981 1.0ll.111 

lo1<rfw,,d 111A11a1 ttptaaitiq loo.a 1111blldk:a &ad ddil coU.ttHllutlca 60,574 3,900 

~ 
p.8031 IIUl7J 39,591 111,2141 5.ZIO 19,671) 

'lblal -trlbuled caplll 119.990 103,3:11 11,751 l2',032 105,725 72,614 331,716 5,275 IZ.310 1,033.171 
I 

Rlt&itl,d Cll!Wlp Jdd'ICil): I 

Dc~ .... led II aec-...tiy lot aubl&l>dlo1 obll .. llaa., or OIMI pwpotca ~ 

~ 
allowed wilhln !he raptcllve fwwl 2",917 111,2'6) IZ,161 12,234) 11,!1'4) ll,900J J9.Z521 1"21 159,195 '21,115 

Uad<li&Ulod 66,140 66.140 

j bl ... ..., 
t. , , ,.., 

'• . ' .. . :~, 66,140 '74,977 9J.135 14,019 I · 121,791 96,7&1 61,7M 329,'64 •.Ill 242,205 1.631,IJI 
Cammitmnlb 
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• I ,, r' 
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~  March 4 ,  1 9 8 8
R e s i d e n t i a l  I n t e r e s t  G r o up  f o r  
H ou s ing  T r a d e s  
1 0 0 1  B o n i f a c e  # 1 2 J  
A n c h o r a g e ,  A l a s k a  9 9 5 0 4  
( 9 0 7 )  3 3 7 - 5 1 1 6

R e p r e s e n t a t i v e  A l b e r t  Adams 
Pouch  V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  House  B i l l  4 3 2
D e a r  Mr .  Adams:

The R e s i d e n t i a l  I n t e r e s t  G roup  f o r  H o u s in g  T r a d e s  
(R IGHT) i s  an  o r g a n i z a t i o n  c o m p r i s e d  o f  A l a s k a n  r e s i d e n t s  who 
p r e s e n t l y  own e i t h e r  s i n g l e  f a m i l y  o r  z e r o - l o t  l i n e  h omes ,  
c o n dom in ium s  o r  m o b i l e  homes (h om eowne rs )  f i n a n c e d  t h r o u g h  
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  (AHFC ) . I t  i s  t h e  
g o a l  o f  RIGHT t o  d e v e l o p  and e s t a b l i s h  a p r o g r a m  t h r o u g h  
wh ich  q u a l i f i e d  homeowne rs  may e xch ange  t h e i r  c u r r e n t  . 
r e s i d e n c e s  and m o r t g a g e s  f o r  r e s i d e n c e s  p r e v i o u s l y  f o r e c l o s e d  
upon  by t h e  AHFC.

I n  an e f f o r t  t o  a s s i s t  t h e  l e g i s l a t u r e  i n  
e s t a b l i s h i n g  a t r a d e  p r o g r am  u nd e r  HB 4 3 2 ,  RIGHT h a s  p r e p a r e d  
a p r o p o s a l  f o r  t h e  d e v e l o p m e n t  o f  a t r a d e  p r o g r a m .  A c o p y  o f  
t h a t  p r o p o s a l  i s  a t t a c h e d  f o  y o u r  i n f o r m a t i o n  and r e v i e w .
T h i s  documen t  i s  b e i n g  s u b m i t t e d  t o  e v e r y  member o f  t h e  1 5 t h  
A l a s k a  L e g i s l a t u r e ,  e v e r y  m o r t g a g e  i n s u r e r  who i n s u r e s  
m o r t a g e s  o f  t h e  A l a s k a  H ou s in g  F i n a n c e  C o r p o r a t i o n  a s  w e l l  as 
t h e  B o a r d  o f  D i r e c t o r s  o f  t h e  A l a s k a  H o u s i n g  F i n a n c e  
C o r p o r a t i o n  i n  h o p e s  o f  b r i n g i n g  a l l  n e c e s s a r y  p a r t i e s  
t o g e t h e r  t o  e s t a b l i s h  a t r a d e  p r o g r a m .

As t h e  e n c l o s e d  p r o p o s a l  i n d i c a t e s ,  d e v e l o p m e n t  o f  
a t r a d e  p r o g r am  i s  i n  t h e  b e s t  i n t e r e s t s  o f  e v e r y o n e  
c o n c e r n e d .  A f t e r  r e v i e w i n g  t h e  e n c l o s e d  p r o p o s a l ,  p l e a s e  
f e e l  f r e e  t o  c o n t a c t  us r e g a r d i n g  a n y  comments  o r  q u e s t i o n s  
y ou  may h a v e .

V e r y  t r u l y  y o u r s ,  ^

'J [ i i  ■ L .lu 'c i.'t —  j  <#' i-'t-C -t
M ic h a e l  F .  M a r t i n g  , y
B o a r d  member ,
R e s i d e n t i a l  I n t e r e s t  G roup  f o r
H ou s in g  T r a d e s

.,;t,"" ~-

March 4, 1988 
Residential Interest Group for 
Housing Trades 

.,.., 
Jv✓ ' .,,,-{ ; 

~ 
1001 Boniface #12J 
Anchorage, Alaska 99504 
(907) 337-5116 

Representative Albert Adams 
Pouch V (MS 3100) 
Juneau, Alaska 99811 

Re: House Bill 432 

Dear Mr. Adams: 

~ A~,_, 

The Residential Interest Group for Housing Trades 
(RIGHT) is an organization comprised of Alaskan residents who 
presently own either single family or zero-lot line homes, 
condominiums or mobile homes (homeowners) financed through 
the Alaska Housing Finance Corporation (AHFC). It is the 
goal of RIGHT to develop and establish a program through 
which qualified homeowners may exchange their current . 
residences and mortgages for residences previously foreclosed 
upon by the AHFC. 

In an effort to assist the legislature in 
establishing a trade program under HB 432, RIGHT has prepared 
a proposal for the development of a trade program. A copy of 
that proposal is attached fo your information and review. 
This document is being submitted to ev~ry member of the 15th 
Alaska Legislature, every mortgage insurer who insures 
mortages of the Alaska Housing Finance Corporation as well as 
the Board of Directors of the Alaska Housing Finance 
Corporation in hopes of bringing all necessary parties 
together to establish a trade program. 

As the enclosed proposal indicates, development of 
a trade program is in the best interests of everyone 
concerned. After reviewing the enclosed proposal, please 
feel free to contact us regarding any comments or questions 
you may have. 

Ver;1 truly yours, 
1 

) k i: ,;,,1..i. -1 · r-J} It_ tt- j;; '-'> 
Michael F. Marting ,7 
Board member, 
Residential Interest Group for 
Housing Trades 




