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A M E N D M E N T

O F F E R E D  IN T H E  S E N A T E  B Y  F R A N K

TO: SB 87

P a g e  3, f o l l owing  line 27:

Insert a n e w  s u b s e c t i o n  to read:

"(g) The legis l a t i v e  audit d i v i s i o n  shall a n n u a l l y  c o n d u c t  a 

p e r f o r m a n c e  p o s t - a u d i t  of the loans m o d i f i e d  by the d e p a r t m e n t  u n d e r  

this s e c t i o n  d u r i n g  the p r e c e d i n g  f iscal year, and shall r e p o r t  its 

c o n c l u s i o n s  and r e c o m m e n d a t i o n s  to the L e g i s l a t i v e  B u dget a n d  A u d i t  

C o m m i t t e e ."

- 1 - 1/24/89



COMMUNITY AND REGIONAL AFFAIRS COMMITTEE
JANUARY 24, 1989

SB 87: AN ACT RELATING TO USE OF THE HOUSING ASSISTANCE LOAN 
FUND; AUTHORIZING THE DEPARTMENT OF COMMUNITY AND REGIONAL 

AFFAIRS TO MODIFY THE TERMS OF ITS MORTGAGE LOANS AND 
PROVIDING FOR AN EFFECTIVE DATE.

SPONSOR: RULES/GOV 
FISCAL: NONE

THE NEXT B ILL  WE W ILL  HEAR IS SENATE B ILL  87, AN ACT 
RELATING TO USE OF THE HOUSING ASSISTANCE LOAN FUND; 
AUTHORIZING THE DEPARTMENT OF COMMUNITY AND REGIONAL 
AFFAIRS TO MODIFY THE TERMS OF ITS MORTGAGE LOANS AND 
PROVIDING FOR AN EFFECTIVE DATE.

THIS B ILL  ALLOWS THE DEPARTMENT TO MAKE LOANS FOR THE 
DEVELOPMENT OR PURCHASE OF NONCONFORMAING AND RURAL 
HOUSING THAT COMBINES OW NER-OCCUPIED  AND L IM ITED  
COMMERICAL USE. SECTION TWO OF THE B ILL  ALLOWS THE 
DEPARTMENT TO MAKE CERTAIN LOAN MODIFICATIONS. THE 
B ILL  WOULD BECOME EFFECTIVE JULY 1, 1989.

THERE IS A ZERO FISCAL NOTE IN YOUR PACKET FROM THE 
DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS.

JIM  PLASMAN IS HERE TO SPEAK FURTHER.



STATE OF ALASKA1989 LEGISLATIVE SESSION
BILL VERSION: CSSB87 (C&RA)

PUBLISH D A T E ;___________________

R E Q U E S T :
FISCAL NOTE

Revision Date:__________ _____________________
Title: An Act Relating to the Housing 

Assistance Loan Fund
Sponsor: _ 
Requestor:,

Senate Rules 
Governor

Agency Affected: Div. of Legislative Audi t 
B R U : Legislative Budget and Audit
_____________ Committee______________
Components • Leoislative Audit______

E X P E N D I T U R E S / R E V E N U E S :  (Thousands of Dollars)

OPERATING FY 89 F Y  90 F Y  91 F Y  92 FY 93 F Y  94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

’
*

*

T O T A L  OPE R A T I N G -0- -0- -0- -0- -0- -0-

CAPTTAL -0- -0- -0- -0- -0- -0-

R E V E N U E -0- -0- -0- -0- -0- -0-

F U N D I N G :  (Thousands of Dollars)

GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL - 0 - -u- -u- -i. -()-

P O S I T I O N S :

FULL-TIME
PART-TIME
TEMPORARY

-0- -0- -0- -0- -0- -0-
-u- -D- " 6- -6- -0- -0-
-0- -0- -0- -0- -0- -0-

A N A L Y S I S  : (Attach a separate page if necessary)

The requirements of the proposed legislation could be accomplished 
within the Division's existing budget.

Prepared by: 
Division :

Randy S. Welker 465-3830

2/8/89

Approved by COlWrtiXSitm:_____
Agency: Division of/f.enjslative Audit

Distribution (by nreparer):
Legislative Finance 
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Requestor

Office of Management and Budget 
Impacted Agency(ies)
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S T E V E  c o w p e r

DovcnNon

S  T  A T  I !  O  f  A  I .  A  S  K  A

O F r i C E  o r  T H E  G O V E P N O U  

«J U  N  15 A  U

J a n u a r y  9 ,  1 9 8 9

T he  H o n o r a b le  T im  K e l l y  
P r e s id e n t  o f  t h e  S e n a t e  
A la s k a  S t a t e  L e g i s l a t u r e  
P .O .  B ox  V 

J u n e a u ,  AK 9 9 8 1 1

D e a r  S e n a t o r  K e l l y :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A la s k a  
C o n s t i t u t i o n ,  I  am t r a n s m i t t i n g  a  b i l l  r e l a t i n g  t o  t h e  
a u t h o r i t y  o f  t h e  D e p a r tm e n t  o f  C o m m u n it y  a n d  R e g io n a l  
A f f a i r s  (DCRA) t o  m o d i f y  t h e  t e r m s  o f  i t s  m o r t g a g e  l o a n s .  
T h is  b i l l  a l s o  a u t h o r i z e s  DCRA t o  m a ke  h o u s in g  lo a n s  t h a t  
a l l o w  f o r  a  c o m b in a t i o n  o f  r e s i d e n t i a l  u s e  a n d  l i m i t e d  
c o m m e r c ia l  u s e  o f  h o m e s .

S e c t io n  1 o f  t h e  b i l l  a d d s  a  new  p a r a g r a p h  t o  AS 4 * 1 .4 7 .3 8 0 ,  

h o u s in g  a s s i s t a n c e  l o a n  f u n d ,  w h ic h  a l l o w s  DCRA t o  m ake  
lo a n s  f o r  t h e  p u r c h a s e  o r  d e v e lo p m e n t  o f  n o n c o n f o r m in g  a n d  

r u r a l  h o u s in g  t h a t  c o m b in e s  o w n e r - o c c u p ie d  r e s i d e n t i a l  u s e  
a n d  l i m i t e d  c o m m e r c ia l  u s e .  The  a r e a  f o r  c o m m e r c ia l  u s e  m ay 
n o t  e x c e e d  25 p e r c e n t  o f  t h e  t o t a l  g r o s s  l i v i n g  a r e a  o f  a  
r e s i d e n t i a l  u n i t .  I t  i s  e x p e c t e d  t h a t  t h i s  p r o v i s i o n  w i l l  
e n c o u r a g e  e c o n o m ic  d e v e lo p m e n t  i n  r u r a l  a r e a s  t h r o u g h  t h e  
d e v e lo p m e n t  o f  s m a l l  b u s in e s s  e n t e r p r i s e s  a n d  f a m i l y  b u s i ­
n e s s e s  .

S e c t io n  2 o f  t h e  b i l l  a d d s  a new  s e c t i o n ,  AS 4 4 . 4 7 . 5 2 5 ,  t o  

a u t h o r i z e  DCRA t o  m ake  c e r t a i n  l o a n  m o d i f i c a t i o n s  o n  

m o r t g a g e s  t h a t  i t  h a s  f i n a n c e d  u n d e r  AS 4 4 . 4 7 .3 7 0  —  4 4 . 4 7 . -  
5 6 0 .  I n  m a k in g  t h e  l o a n  m o d i f i c a t i o n s ,  t h e  d e p a r t m e n t  m u s t  

f i n d  t h a t  t h e  m o d i f i c a t i o n ( s )  w i l l  b e  a d v a n t a g e o u s  t o  b o t h  

t n e  b o r r o w e r  a n d  t h e  s t a t e  a n d  w o u ld  b e  c o n s id e r e d  p r u d e n t  

b y  p r i v a t e  l e n d i n g  s t a n d a r d s .  T h e  t y p e s  o f  l o a n  m o d i f i c a ­
t i o n s  t h a t  t h e  d e p a r t m e n t  may m a k e  a r e  (1 )  r e s c h e d u l i n g  

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

s p e c i f i e d  g u i d e l i n e s ?  o r  (3 )  b o t h .  T h e  d e p a r t m e n t  i s  r e ­
q u i r e d  t o  a d o p t  r e g u l a t i o n s  p r e s c r i b i n g  t h e  t e rm s  a n d  c o n d i ­

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



T h e  H o n o r a b l e  ^ . m  K e l l y J P a g e  2

T h e  p r o v i s i o n s  a n d  g u i d e l i n e s  s p e c i f i e d  i n  s e c .  2 w i l l  p r o ­
v i d e  DCRA w i t h  t h e  n e e d e d  f l e x i b i l i t y  t o  a d d r e s s  t h e  n e e d s  
o f  b o r r o w e r s  w i t h  m o r t g a g e s  t h a t  e x c e e d  t h e i r  p r e s e n t  a b i l ­
i t y  t o  m ake  t h e  r e q u i r e d  p a y m e n t s ,  w h i l e  a s s u r i n g  t h a t  a 
l o a n  m o d i f i c a t i o n  i s  a l s o  m ade i n  t h e  b e s t  i n t e r e s t s  o f  t h e  
s t a t e .

S e c t io n  3 p r o v i d e s  a  d e f i n i t i o n  o f  " l i m i t e d  c o m m e r c ia l  u s e ."

F i n a l l y ,  s e c .  4 p r o v i d e s  f o r  a n  e f f e c t i v e  d a t e  o f  J u l y  1 ,  
1 9 8 9  .

I  u r g e  y o u r  s u p p o r t  o f  t h i s  b
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STATE OF ALASKA . * BILL VERSION- SB 87
1989 L E G IS LA T IV E  SESS ION  PUBLISH DATE: 1 / 9 / 8 9

„cn cx FISCAL NOTER E Q U E S T :____________________________________________________________________________________________

Revision D a le :__________________________    Agrnrv AiTrfini • C o m m u n i t y  f> R e g i o n a l  A f fairs

T ilic : ______________________________. ____________ H R I I r  H o u s i n g  A s s i s t a n c e ____________

Spo n so r: R u l o s  Uoinmitljee  Coniponenis ■ Ho u n n n i  Loan A d m i n i s t r a t i o n

Requestor: Governor________________________ ___________________________________________

E X P E N D I T U R E S / R E V E N U E S :  (Thousands of Dollars)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &  STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

T O T A L  OPERATING ' 0 0 0 0 0 0

CAPITAL 0 0 0 J -  0 0 0

R E V E N U E

F U N D I N G :  (Thousands of Dollars)

GENERALFUND 
FEDERAL FUNDS 
OTHER 
T 0 0 11 ”0
P O S I T I O N S :

FULL-TIME
PART-TIME
TEMPORARY

A N A L Y S I S  ; (Attach a separale page if necessary)

F o r  FY  89 a n d  FY 90  no a d d i t i o n a l  o p e r a t i n g  f u n d i n g  is r e q u e s t e d .  

H o w e v e r ,  FY  91 t h r o u g h  F Y  95 m i g h t  r e q u i r e  a d d i t i o n a l  s t a f f  a n d  

l o a n  f u n d s  d u e  to i n c r e a s e  in loan a c t i v i t y  f or this c o m m e r c i a l  use.

Prepared by: Hank Hodge /) _______________ __________  Phnna. 561-0900
Division: Rural Development Division_____ / __________  na,>. 'October 25, 1998

Approved by Commissioner: y  / *4/ffU (')- Date: f  0  ~ 2> h  f  f t  
Agency: DCPA ^  “ r / /
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget I
Impacted Agency(ies) page— !—  of

/



Final Report of the 
Subcommittee on Housing and Banking

Joint Committee 
on Economic Recovery

4

May 5,1988

Members
Rep. Kay Brown, G>Chair 
Rep. Steve Rieger, Co-Chair

Rep. Pat Pourchot 
Rep. Steve Frank 
Rep. Henry Springer 
Rep. Fran Ulmer 
Rep. Virginia Collins 
Rep. Mike Davis 
Rep. Mark Boyer 
Rep. Randy Phillips 
Rep. Mike Navarre 
Rep. Dave Donley



Housing and Banking Subcommittee Report 4

Direct House Research Agency to conduct an interim survey of 
public housing needs and to analyze options for expanding the 
program.

Cost to State: $2.35 million for pilot program.

Strategy: Increase demand for housing.

6. Support pending legislation identified by other 
subcommittees of the Joint Committee on Economic Recovery 
that will improve the economy generally and create jobs.

Strategy: Provide aid to distressed homeowners.

7. Revise law to allow restructuring of rural housing loans by 
the Department of Community and Regional Affairs, where 
appropriate.

Action needed bv legislature: Pass subcommittee legislation,
HB 550.

Cost to State: Theoretically, none.

8. Direct AHFC to relax current owner-occupancy ratios for 
condominium mortgage loans to the extent possible, and to take 
actions to raise owner occupancy in condominium developments.

Action needed bv legislature: Pass subcommittee legislation 
CS HB 555( FIN).

Cost to State:



a i a s k a

D IS T R IC T  2 0 A
Finance Com m ittee

STEVE FRANK

1125 Sun se t Drive 
Fairbanks, A laska 9 9 7 0 1

W h i lo  in  J u n o o w
P.O. Box V 

Juneau , A laska 99811 
(9 0 7 )  4 6 5 - 3 7 0 9

J|ouSe o f & ep re s e n ta t ib e s

T O :

FROM:

R E :

H o u s e  C o m m u n it y  & R e g i

R e p . S t e v e

A f f a i r s  C o m m it t e e

H o u s e  B i l l  5 5 0  -  M,A n  A c t  a u t h o r i z i n g  t h e  

D e p a r t m e n t  o f  C o m m u n it y  & R e g i o n a l  A f f a i r s  t o  

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

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

H o u s e  B i l l  5 5 0  w o u ld  g i v e  t h e  D e p a r t m e n t  o f  C o m m u n it y  & 
R e g i o n a l  A f f a i r s  (DCRA) t h e  a u t h o i i t y  t o  m o d i f y  t h e  t e r m s  o n  

t r o u b l e d  m o r t g a g e  l o a n s .  U n l i k e  o t h e r  s t a t e  l o a n  a g e n c ie s  
s u c h  a s  AHFC a n d  A ID A , DCRA c a n n o t  r e d u c e  i n t e r e s t  r a t e s  o n  
i t s  l o a n s .

T h i s  l e g i s l a t i o n ,  d e v e lo p e d  b y  t h e  H o u s in g  a n d  B a n k in g  
S u b c o m m it t e e ,  w o u ld  c h a r g e  DCRA t o  a c t  a s  a  " p r u d e n t "  l e n d e r  
w o u ld  i n  w o r k i n g  w i t h  b o r r o w e r s .  T h e  i d e a  w a s  t o  k e e p  t h e  

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

T h e  m a j o r  a s p e c t  o f  t h i s  b i l l  i s  t o  a l l o w  DCRA t o  
r e s c h e d u le  p r i n c i p a l  p a y m e n t s  a n d / o r  l o w e r  i n t e r e s t  r a t e s  o n  

m o r t g a g e s .  W h i l e  t h e  r e d u c t i o n  i n  i n t e r e s t  m ay  b e  f o r g i v e n ,  
t h e  p r i n c i p a l  r e s c h e d u l i n g  m ay  n o t .  I n  a d d i t i o n ,  t h e  b i l l  
w o u ld  g i v e  t h e  D e p a r t m e n t  t h e  a u t h o r i t y  t o  r e n e g o t i a t e  t h e  
i n t e r e s t  r a t e  a f t e r  f i v e  y e a r s ;  h o w e v e r ,  t h e  n e w  i n t e r e s t  r a t e  

c a n n o t  b e  h i g h e r  t h a n  t h e  r a t e  c h a r g e d  o n  t h e  o r i g i n a l  n o t e .

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

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

T h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n .

g>tate le g i s la t u r e



HOUSE HEALTH. ED U C A T IO N  
AN D  SO C IA L  SERV ICES  

H O USE  JU D IC IA R Y  
HO USE  RULES

House Majority Leader

CO M M ITTEES

State of Alaska
' /  P .O . llO X  V 
✓JUNEAU, A LA SKA  0 9 8 11 

(0 07 )4 65 -3 718  
465-4068 /4086

Representative Max F. Gruenberg, Jr.
District 11 

Spcnard, Upper Midtown Anchorage

014 C L A Y  C O U R T  
A N C H O R A G E , A LA SK A  99503 

(0 07 ) 276-6844

M E M O R A N D U M

T O : R EP R ES E N T A T IV E  ALBERT ADAMS, C H A IR  
HOUSE F IN A N C E  COMMITTEE

FROM: MAX F .  GRUENBERG , J R . ,  HOUSE C H A IR

J O IN T  COMMITTEE ON ECONOMIC RECOVERY

D A T E : A P R IL  1 9 ,  1 9 8 8

R E : J O IN T  COM M ITTEE L E G IS L A T IO N

I  w o u ld  a p p r e c i a t e  y o u r  c o n s i d e r a t i o n  o f - t h e  a t t a c h e d  

l e g i s l a t i o n  a t  y o u r  e a r l i e s t  c o n v e n ie n c e .  HB 5 5 0 , '  "A n  A c t  

a u t h o r i z i n g  t h e  D e p a r t m e n t  o f  C o m m u n it y  a n d  R e g i o n a l  A f f a i r s  
t o  m o d i f y  t h e  t e r m s  o f  i t s  m o r t g a g e  . l o a n s ;  a n d  p r o v i d i n g  f o r  

a n  e f f e c t i v e  d a t e "  w a s  d e v e lo p e d  a n d  c o n s i d e r e d  b y  t h e  H o u s in g  
. a n d  B a n k in g - s u b c o m m it t e e  a n d  t h e  m em be rs , o f  t h e  H o u s e  s i d e  o f  
t h e  J o i n t  C o m m i t t e e  o n  E c o n o m ic  R e c o v e r y  .a n d  in t r o d u c e d ,  a t  t h e  
H o u s e  m e m b e r s ' r e q u e s t  b y  t h e  H o u s e - R u le s  C o m m it t e e ,

• • . T h i s  b i l l  has- a l s o  .b e e n  h e a r d  a n d  p a s s e d  b y  t h e  H o u s e
C o m m u n it y  a n d  R e g i o n a l  A f f a i r s  a n d  L a b o r  a n d  C om m e rc e  
C o m m it t e e s .

HB 5 5 0  w o u ld  m o d i f y  t h e  t e r m s  o f  DC&RA m o r t g a g e  l o a n s  t o  r u r a l  
A la s k a n s  b y  r e d u c i n g  i n t e r e s t  r a t e s ,  t h u s  a l l o w i n g  m o r e  

f l e x i b i l i t y  t o - t h e  D e p a r t m e n t ' s  l o a n  p r o g r a m .  ( R e p r e s e n t a t i v e  
•S t e v e  F r a n k )

I - h o p e  y o u  c a n  s p e e d i l y - s c h e d u l e  t h i s  b i l l  b e f o r e  y o u r  

c o m m it t e e  t o  e n h a n c e  i t s  c h a n c e s  o f  p a s s i n g  t h i s  s e s s i o n .

I f  y o u  h a v e  a n y  q u e s t i o n s  p l e a s e  g i v e  Tom  B e g ic h  o f  m y s t a f f  a  

c a l l  a t  4 6 5 - 3 7 1 8  o r - 4 6 5 - 4 9 6 8 . o r  c o n t a c t  t h e  d e s i g n a t e d  m e m b e r  
o f  t h e  J o i n t  C o m m it t e e  d i r e c t l y .

T h a n k s

a t t a c h m e n t
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SUBJECT: A u t h o r i t y  to re structure mortgage loans
(Work order 5-2012)

TO: Represent ative Steve F r a n k
ATTN: R i c k  Solie

FROM: J a c k  Chenowet
Legisl a t i v e

You have asked- for a r e v i e w  of the a b ility of the state 
agencies that m a n a g e - r e sident ial m o r tgage  lending programs 
to restructure, those loans under current law.

T he  s o u r c e s - o f . t h e - p r i n c i p a l - r e s i d e n t i a l .m a o r t g a g e  l o a n  p r o -  
•g-rams . .a r e : : , y  - • • “ . . .  • ' r r  “*

-- loans made under one of the-various housin g a s s i s­
tance programs, by the A i a s k a  H o using Finance Corp oration 
under authority of AS 18.56; ]_/

  loans m a d e  from the Housing A s s i s t a n c e  L o a n , Fund and
.t.he Homeownership A ssistan ce Funds by the Division of H o u s­
ing. Assistance- of the Department of C o m m uni ty and Regional 
Affairs under the authority of A S  44.47.360 - 44.47.560. 2/

Though their t o £ a l .numbers are signi ficantly b e l o w  the 
.numbers of loans-.made by each of the entities mentione d 
above, loans for residential purposes m a y  also be made by

—  the A l a s k a  Permanent Fund Corporation;

-- the commissioner of revenue, acting in the capacity 
of treasurer of the state's retirement systems for the p e n­
sion fund surpluses of the Public Employmen t Retirement S y s­
tem and the Teachers' Retirement System.

"Restructuring of mo rtg a g e  loans" is u s u a l 1y und ers t o o d  to 
m e a n  at least one of the following:
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-- forbearance arra ngements or agreements, a uthor izing 
the bo rrower to reduce or suspend regular mortgage payments 
for a stated period; or,

-- mod if i c a t i o n  of the terms of a mortgage, including 
-- reduction of payments of principal

—  w i t h o u t  affecting the total debt o b l i g a­
tion of the m o r t g a g o r  on the m o r tgage loan; or

-- a c c o m p a n i e d  by a concomitant r e d u ction in 
the total debt obligati on of the m ortgagor on the 
mortgage loan;
-- reduct ion of the interest payment payable on 

the loan; or
-- delay or p o s t p o n e m e n t  of the due date of the 

mortgag e obligation.

Alaska Housing Finance C o r p o r a t i o n  mor tgage l o a n s ;

The A l a s k a  Housing F i n a n c e  C orporation  enjoys wi de latitude 
as to h o w  it m a y  address delinquent loans and those that may 
become delinquent. In the enumeration of the general powers 
of the corporation, AS 18.56.090(11) provides that the 
corporation may, "for its . . . .  corporate purposes";

consent to the m o d i f i c a t i o n  of the rate of interest, 
time of payment of a n y  installment of principal or 
interest, or any other terms, of the mortgage loan, 
m o r t g a g e  loan commitment, constr u c t i o n  loan, tem porary 
loan, contract or agre ement of any k i n d  to w h i c h  the 
co rporation  is a party;

While this statutory language sets no limits, there are some 
practical constraints.

AHFC princi p a l l y  finances its programs through the use of 
bond proceeds. AS 18.56.110 g e n e rally prescribes l i m i t a­
tions applicable to the bonds and notes of the corporation. 
AS 18.56.110(f)(3) authorizes the c o rporati on to "cov enant 
as to the use and disposition of any and all payments of 
p r i n c i p a l  and interest r e c e i v e d  by the corporation on m o r t­
gage loans . . .  or other investments h e l d  by the c o r p o r a­
tion." Under AS 18.56.120,

The pledge of assets or r e v e n u e  of the corporatio n to 
the payment of the p rinc i p a l  or interest on any 
obligations of the agency is v a l i d  and binding from the 
time the pledge is m a d e  and the assets or revenue are
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immediately subject to the lien of the pledge w i thout 
physical delivery or further a c t .............

So it is to the covenants that support the underl y i n g  b o n d  
issues rather than to provisions  of state law that one must 
look to determine w h e ther AHFC's various m o r t g a g e  loan p r o­
grams permit re stru c t u r i n g  of outst a n d i n g  loans. One must 
also consider the agreements b e t w e e n  AHFC and, on the one 
hand, agreements entered into w i t h  the Federal National 
Mortgage A ssoci ation (and similar entities) covering sales 
of mortgage s and loans and, on the other hand, agreements 
w i t h  the corporation's own mortgage seller/servicers. Each 
of these groups of agreements m a y  include provisions 
limiting the corporation's f lexibili ty in responding to d e­
faults and potential defaults by the borrowers.

These agreements n o t w i t h s t a n d i n g , . A H F C  does authorize loan 
m odifications u nder c e rtain circumstances. The c o r p o­
ration's seller/servicer m anual identifies those as limited 
to instances in w h i c h  the mort ga g o r ' s  income has been 
p e rmanentl y a f f ected by accident or illness, or in w h i c h  the 
mortgago r's income has b e e n  reduced or eliminated a l together 
for a temporary p e r i o d  and -which--has-not recovered 
sufficiently to m a i n t a i n  the current mortgage. The 
corporation w i l l  also consider a m o d i f i c a t i o n  "if the s e r v i­
cer [of the mortgage) feels that changing the terms of the 
mortgage would n o t  only cure [a} present de linquency but 
also prevent future delinquencies." AHFC must give prior 
approval and "will consider . . . r e a m o r t i z i n g  the debt to 
include the delinquent payments or e x t e nding the term of the 
loan by the n u m b e r  of past due installments." AHFC Seller/ 
Servicer Manual sec. 9002.06.

In summary, current state law generall y appears to provi de 
sufficient latitude for the A l a s k a  H o usin g Finance C o r p o r a­
tion to modify loans and loan provisions for loans that are 
delinquent or m a y  become delinquent. Legislative i n i t i a­
tives to amend the law to redefine or extend AHFC's a u t h o r i­
ty need to be concerned  w i t h  p o s s ible claims against i m p a i r­
ment of contracts entered into by the corporation, p a r t i c u­
larly w i t h  bond underwriters, federal government agencies 
that purchase the mortgages, and the corporation's seller/ 
s e r v i c e r s .

D epartment of Community and Re gional Affairs m o r t g a g e  l o a n s ;
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State law applicable to management  of the department's m o r t­
gage loan programs does not specifically provide the d e p a r t­
ment latitude to restr ucture repayment of principal and i n­
terest on its loans. The department's own regulations are 
also silent on the point.

The department has a s s e r t e d  to you that it m a y  not reduce 
interest payable. Its assertion seems to be borne out by 
the following;

-- the interest rate payable b y  a borrower under 
the rural owne r-occupied h o using  p r o g r a m  is, by statute 
(AS 44.47.410(b)), tied to the rate b a s e d  on the most 
recent AHFC bond sale;

—  the interest rate payable b y  a borrower under 
the rural n o n - o w n e r - o c c u p i e d  h o u s i n g  p r o g r a m  is set by 
statute (AS 44.47.520(b)) as an amount not to exceed 
10% percent; the d epartment advertises that the rate is 
10% percent;

-- the interest rate payable b y  a borrower under 
the homeownership assistance h o u sin g program, the 
interest-subsidy assist ance program, directs by statute 
(AS 44.47.382(b)) that, for qualifying borrowers, the 
subsidy allowable shall be sufficient to reduce the 
actual interest rate paid on the m o r tga ge to six p e r­
cent.

The net effect of the three statutes cited suggests that the 
department is without d iscreti on to adjust or reduce i n t e r­
est payable by a borrower under any of the three programs.

The dapartment has also r eprese nted to y o u  that, while it 
may adjust payments of pr incipal on o u ts tanding housing p r o­
gram loans, its authority to adjust the payments is limited 
to m o d i fying  current pri ncipal payments w i t h o u t  reducing the 
mortg a g o r ' s  total debt obligati on under the mortgage  loan.
In other words, the department believes that it may reduce 
m o n t h l y  payments, but the reductions corre s p o n d i n g l y  serve 
to extend the repayment obligation to an additional  period; 
the department may not cancel or forgive a portion of the 
borrower's indebtedness.

The source of the department's mortgage lending activity is 
the housing assistance loan fund. That fund is established 
by statute (AS 44.47.380) and was, by a 1983 amendment, made
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a revolving loan fund. 3/ A  r e v o l v i n g  loan fund is c o m m o n­
ly thought of, and in A T a s k a  l e gislation has been n early  
u n i v e r s a l l y  treated, as a fund that is continually expended 
and replenished, from w h i c h  w i t h d r a w a l s  are made as loans 
but w i t h  a correspondi ng obligation to repay the fund in 
order to keep it intact, kj L e g i s l a t i v e  appropriations for 
state revolving loan funds are ty pically treated as n o n­
lapsing appropriations, and any repaym e n t s  of principal on 
loans purchas ed or o r i g i n a t e d  w i t h  these appropriations 
should be deposited into the fund and m a d e  available from 
the fund for subsequent expenditure.

In my judgment, the department's r e p r e s e n t a t i o n  to you seems 
to be fully consistent w i t h  its duty to m a i n t a i n  the i n t e g­
rity of the housing a ssi stance loan fund as a revolving 
fund. A  reduction in princ i p a l  payments accompan ied by a 
c a n cellati on of a p o r t i o n  of a b o r r o w e r ' s  indebtedness w ould 
compromise the fund b a lance  and the a b i lity of the agency to 
use the fund balance as a source of loans in subsequent 
years.

Investments of the A l a s k a  Per manent F u n d  Corpor a t i o n :

Under authority g r a n t e d  in AS 3 7 . 1 3 . 1 2 0 ( g ) (16), the c o r p o r a­
tion m a y  invest in

notes secured b y  mortga ges g r a nting  a first lien on 
commercial or resid e n t i a l  real estate improved by 
completed buil dings [subject to specific mort gage 
insurance requirements];

Like the A laska H o using Finance Corporation, the Aliska P e r­
manent Fund Corporation  enjoys broad a utho r i t y  to manag e 
investments. The corpo r a t i o n  is a u t h o r i z e d  to "enter into 
and enforce all contracts necessary, convenient, or d e s i r a­
ble for purposes of the corpo ration." (AS 37.13.120(f)).
The resid ential mortgages p u r c h a s e d  by the corporation as 
investments become assets of the c o r p o r a t i o n  subject to the 
corporation's general asset m a n a g e m e n t  policies.

Since the Permanent Fund Cor poration r e g u l a r l y  receives 
income from sources other than those that support the 
m o r t g a g e  lending activities of AHFC or the Housing 
Assist a n c e  Division, it is not c o n s t r a i n e d  by the same 
considerations that circu mscribe loan m a n a g e m e n t  practices 
of those two entities. W i t h i n  the b r o a d  authority of the 
statutes directing its activities, the Pe rmanent Fund
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Corpor a t i o n  appears to have ample legal aut hority to 
structure or restructure loans that are potential ly or 
a ctually delinquent.

Retireme nt Funds i n v e s t m e n t s ;

The commissioner of revenue may invest the surpluses of the 
Public Employees' Retirement S y s t e m  and the Teachers' R e­
tirement System in, among other p e r m i s s i b l e  investments 
s p e c ified by law, residential mortgages. AS 39.35.- 
110 ( a ) (10) (for the Public Employees' Retirement System) and 
AS 1 4 . 3 5 . 1 8 0 (b)(10) (for the Teachers' Retirement System) 
authorize the commissioner to invest in "first lien real 
estate m o r t gage s guaranteed by the federal Veterans A d m i n i s­
tration." AS 3 9 . 3 5 . 1 1 0 ( a ) (11) and (12) and AS 14.35.- 
1 8 0 ( b ) (11) and (12) authorize i nvestments involving other 
kinds of residential mortgages, subject to specific 
limitations set out in those paragraphs and in AS 39.- 
35.110(e) and AS 14.25.180(e), respectively.

As to each of t h e .two retirement programs, the commissioner 
is authorized by law to "do all acts w h e t h e r  or not e x p r e s s­
ly authorize d w h i c h  are considered n e c e s s a r y  or proper for 
the protection of the i n v e s t m e n t s .he ld in the p e nsio n fund." 
AS 39.35.110(d); AS 14.25.180(d).

J B C ;bb 
w k b 3/047
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FOOTNOTES

]_/ The loans of the A laska Housing Finance C o r p o r a­
tion m a y  be class i f i e d  among the following specific loan 
p r o g r a m s :

-- home ownership assistance program  (a progr am to 
provide mort gage subsidies to persons of low and m o d e r­
ate i n c o m e ) ;

-- mobile home loan purchase p r o g r a m  (a pro gram to 
provide low-cost financing for m obile homes);

-- p l edged account m o r t g a g e  p r o g r a m  (a program to 
assist persons w i t h  sufficient assets but whose income 
does not meet the m i n i m u m  m o nthly income requirements 
ge n e rally applic a b l e  to the corp oration's loan p r o­
grams);

-- second m o r t g a g e  loan p r o g r a m  (a p r o g r a m  to p r o­
vide low-interest loans for home improvements or r e h a­
bil i t a t i o n  in order to m a k e  the units more habitable, 
and to finance second m o r t gages in order to a llow home 
p u r c h a s e s ) ;

-- taxable m o r t g a g e  p r o g r a m  co nventional loan (the 
princi pal AH FC h o m e o w n e r  assistance program, appli cable 
to o w n e r - o c c u p i e d  u n i t s ) ;

-- tri-plex and fo ur-plex m o r tgage loan p r o g r a m  (a 
p r o g r a m  to a l l o w  the purch ase of o w n e r - o c c u p i e d  tri- 
a n d  four-plex u n i t s ) ;

-- veterans' m o r t g a g e  p r o g r a m  (a p r o g r a m  to p r o­
vid e  additional assistance to qualifying veterans 
through  a r e d u c e d  interest r a t e ) ;

2/ The Depart m e n t  of C o m m u n i t y  and Regional Affairs' 
loans involve the follo wing specific programs:

-- rural o w n e r - o c c u p i e d  h o u s i n g  (a p r o g r a m  to p r o­
vid e  financing to q uali f i e d  borrowers for the c o n s t r u c­
tion, purchase, or r e h a b i l i t a t i o n  of a housing unit, 
limited  to single family units and duplexes, for use as 
the borrower's p r i n cipal residence);

-- rural n o n - o w n e r - o c c u p i e d  h o using  (a p r o g r a m  to 
p r o v i d e  financing to q u a l ifie d borrowers for the c o n­
struction, purchase, or r e h a b i l i t a t i o n  of a m u l t i p l e  
u n i t  housing project, g e n e ral ly two to eight units, 
t hough larger u nder e x t rao rdinary circumstance.0 );
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-- home ownership assistance housing (a p r o g r a m  to 
provide assistance to persons of lower and moderate 
income to purchase or construct single-family, owner- 
occupied dwellings, through the use of subsidized i n­
terest payment s u p p o r t ) .

3/ A January 23, 1984, Opinion of the Attorney 
General provides guidance to the Department of Community and 
Regional Affairs as to the proper handling of the repayments 
of principal and interest earnings on loans made from the 
loan fund before and after the 1983 amendment establishing 
it as a revolving fund.

4/ "Revolving loan funds provide for the return to 
the funcl of repayments by borrowers of the principal (and 
frequently the interest on that principal) w h i c h  was loaned 
to them from the fund so that n e w  loans can be made on a 
c ontinuing basis." 1982 Opinions of the A t t o r n e y  General 
#13, November 30, 1982, at page 12.

J8C:bb 
wkb3/047
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(BY THE COMMUNITY AND 
IN  THE SENATE REGIONAL A FFA IRS  COMMITTEE

CS FOR SENATE B IL L  NO. 8 7  (CfcRA)
IN  THE LEG ISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEG ISLATURE -  F IR S T  SESS ION »

■ ’ 11 A B IL L  ; '
F o r  a n  A c t  e n t i t l e d :  "A n A c t  r e l a t i n g  t o  u s e  o f  t h e  h o u s in g  a s s i s t a n c e

lo a n  f u n d i  a u t h o r i s i n g  t h e  D e p a r tm e n t  o f  C om m un ity  
a n d  R e g i o n a l  A f f a i r s  t o  m o d i fy  t h e  te rm s  o f  i t a  
m o r tg a g e  l o a n s i  a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "  

BE I T  ENACTED BY THE LEG ISLATURE OF THE STATE OF ALASKA:
*  S e c t i o n  1 .  AS 4 4 . 4 7 . 3 8 0  i a  am ended  t o  r e a d :

S e c .  4 4 . 4 7 . 3 8 0 .  HOUSING ASSISTANCE LOAN FUND. T h e re  i a  c r e a t e d  
i n  Che d e p a r tm e n t ,  a s  a  r e v o l v i n g  l o a n  f u n : ! ,  t h e  h o u s in g  a s s i s t a n c e  
lo a n  fu n d  c o n s i s t i n g  o f  m oney  a p p r o p r i a t e d  t o  i t  b y  t h e  l e g i s l a t u r e  
an d  r e p a y m e n ts  o f  p r i n c i p a l  a n d  i n t e r e s t  o n  lo a .* ia  m ade o r  p u r c h a s e d  
f r o m  t h e  a s s e t s  o f  t h e  f u n d .  The c o m m is s io n e r  s h a l l  a d m in i s t e r  t h e  
h o u s in g  a s s i s t a n c e  lo a n  fu n d  . i n  a c c o rd a n c e  w i t h  AS 4 4 * 4 7 . 3 7 0  -  4 4 . -  
4 7 . 5 6 0  a n d  s h a l l  u s e  t h e  m oney  i n  t h e  h o u s in g  a s s i s t a n c e  lo a n  fu n d  t o
o r i g i n a t e ,  p u r c h a s e ,  o r  p a r t i c i p a t e  i n  t h e  p u r c h a s e  o f  [ ,  OR]

( 1 )  n o n c o n fo rm in g  a n d  r u r a l  h o u s in g  m o r tg a g e  lo a n s  i ; r
( 2 )  lo a n s  m ade f o r  b u i l d i n g  m a t e r i a l s  f o r  n o n c o n fo rm in g  a n d

r u r a l  h o u s in g !
.. ( 3 )  lo a n s  m ade f o r  r e n o v a t i o n s  o r  im D ro v em en ts  t o  n o n c o n ­

f o rm in g  and  r u r a l  h o u s in g !

( 4 )  lo a n s  made f o r  t h e  c o n s t r u c t i o n  o f  o w n e r - o c c u p ie d  n o n -  
c o n fo rm in g  and  r u r a l  h o u s in g  o t h e r  t h a n  lo a n s  t o  b u i l d e r s  o r  c o n t r a c ­
t o r s  o r  lo a n s  t h a t  c om p e n sa te  an  ow n e r f o r  t h e  o w n e r 's  l a b o r  o r  s e r ­
v i c e s  i n  c o n s t r u c t i n g  t h e  o w n e r 's  own h o u s in g ^

( 5 )  lo a n s  made f o r  t h e  ■ p u r c h a s e  o r  c o n s t r u c t i o n  o f
- 1 -  CSSB 8 7 (C tR A )



n o n c o n fo rm in g  a n d  r u r a l  h o u s in g  t h a t  c om b in e s  p r e d o m in a t e ly  o w n e r -
\

o c c u p ie d  r e s i d e n t i a l  u s e  a n d  l i m i t e d  c o m m e rc ia l u s e .
*  S e c .  2 .  AS 4 4 . 4 7  i s  am ended  b y  a d d in g  a  s e c t i o n  t o  r e a d :

S e c .  4 4 . 4 7 . 5 2 5 .  M OD IFICATION  OF LOANS. ( a )  N o tw i t h s t a n d in g  
AS 4 4 . 4 7 . 4 1 0 ( a )  a n d  ( b )  a n d  4 4 . 4 7 . 5 2 0 ( b )  „ o n  m o r tg a g e s  t h a t  i t  h a s  
f i n a n c e d  u n d e r  AS 4 4 . 4 7 . 3 7 0  -  4 4 . 4 7 . 5 6 0  t h e  d e p a r tm e n t  m ay , b y  lo a n  
m o d i f i c a t i o n ,  r e s c h e d u le  p r i n c i p a l  p a ym en ts  o r  r e d u c e  i n t e r e s t  r a t e s ,

j ,n
o r  b o t h ,  i f  t h e  d e p a r tm e n t  f i n d s  t h a t

( 1 )  a  lo a n  m o d i f i c a t i o n  w o u ld
(A ) r e s u l t  i n  t h e  l i k e l i h o o d  t h a t  t h e  lo a n  w o u ld  p a y  

t o  m a t u r i t y *  and
(B )  in d u c e  t h e  b o r r o w e r  t o  r e m a in  i n  a c t i v e  m anagem en t 

a n d  o w n e rs h ip  o f  t h e  p r o p e r t y *  and
( 2 )  t h e  lo a n  m o d i f i c a t i o n  w o u ld  b e

(A ) i n  t h e  b e s t  f i n a n c i a l  i n t e r e s t  o f  t h e  d e p a r tm e n t  
a n d  t h e  s t a t e *  and

(B )  c o n s i d e r e d  p r u d e n t  b y  p r i v a t e  le n d in g  s t a n d a r d s
. * .

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

i. . ’ *» s r h ’* •

( b )  R e s c h e d u l in g  o f  t h e  b o r r o w e r ' s  re p a y m e n t  o f  p r i n c i p a l  u n d e r  
( a )  o f  t h i s  s e c t i o n  p r o v i d e s  a n  i n t e r im  p a ym en t a d ju s tm e n t  a n d  i s  n o t  
i n t e n d e d  t o  a f f e c t  t h e  o b l i g a t i o n  o f  t h e  b o r r o w e r  t o  r e p a y  t h e  p r i n c i ­
p a l  am oun t o n  t h e  m o r tg a g e  l o a n .

( c )  T he  d e p a r tm e n t
( 1 )  n a y  r e d u c e  t h e  i n t e r e s t  r a t e  p a y a b le  on  a m o r tg a g e  u n -  

d e r  ( a )  o f  t h i s  s e c t i o n  o n ly  i f  t h e  m o d i f i c a t i o n  c o n t a in s  an  i n t e r e s t  
r a t e  r e o p e n e r  c l a u s e j  t h e  i n t e r e s t  r a t e  r e o p e n e r  c la u s e  m u s t

(A ) r e q u i r e  t h a t ,  i f  t h e  i n t e r e s t  r a t e  i s  r e d u c e d ,  t h e  
b o r r o w e r  an d  t h e  d e p a r tm e n t  s h a l l  r e n e g o t i a t e  t h e  r a t e  o f

• * ■ . i ' ♦ *- C
CSSB 87(C&RA) - 2 -



#

(

i n t e r e s t  on  t h e  m o r tg a g e  v i t h i n  f i v e  y e a r s  a f t e r  t h e  d a t e  o f  a n  
i n t e r e s t  r a t e  r e d u c t i o n  a p p ro v e d  b y  t h e  d e p a r tm e n t  u n d e r  t h i s  
s e c t i o n i

(B )  s p e c i f y  t h e  d a t e  b y  w h ic h  t h e  b o r r o w e r  a n d  t h e  
d e p a r tm e n t  a r e  t o  r e n e g o t i a t e  t h e  r a t e  o f  i n t e r e s t  u n d e r  (A )  o f  
t h i s  p a r a g r a p h *  ,

(C )  i n c o r p o r a t e  a  c a l l  f e a t u r e ,  r e s e r v i n g  t o  t h e  d e ­
p a r tm e n t  t h e  r i g h t  t o  dem and re p a y m e n t  o f  t h e  e n t i r e  p r i n c i p a l  
am oun t d u e  i f  t h e  b o r r o w e r  a n d  t h e  d e p a r tm e n t  a r e  u n a b le  t o  c o n ­
c lu d e  r e n e g o t i a t i o n  o f  t h e  r a t e  o f  i n t e r e s t  u n d e r  (A ) o f  t h i s  
p a r a g r a p h *  t h e  d e p a r tm e n t  m ay n o t  u s e  t h e  c a l l  f e a t u r e  i n c o r p o ­
r a t e d  u n d e r  t h i s  s u b p a r a g r a p h  t o  dem and re p a y m e n t  o f  t h e  e n t i r e  
p r i n c i p a l  am oun t due b e f o r e  t h e  d a t e  d e t e rm in e d  u n d e r  (B )  o f  t h i s  
p a r a g r a p h *

( 2 )  may n o t  a p p r o v e  a  r a t e  o f  i n t e r e s t  u n d e r  t h i s  s e c t i o n  
t h a t  i s  l e s s  t h a n  s i x  p e r c e n t .

( d )  An i n t e r e s t  r a t e  r e d u c t i o n  a p p r o v e d  b y  t h e  d e p a r tm e n t  u n d e r  
t h i s  s e c t i o n  c a n c e ls  t h e  b o r r o w e r ' s  o b l i g a t i o n  t o  p a y  t h e  am oun t t h a t  
w o u ld  o t h e rw i s e  h a v e  b e e n  due  d u r i n g  t h e  p e r i o d  o f  a n  i n t e r e s t  r a t e  
r e d u c t i o n  a n d  t h a t  i s  a t t r i b u t a b l e  t o  t h e  d i f f e r e n c e  b e tw e e n  t h e  
o r i g i n a l  i n t e r e s t  r a t e  a n d  t h e  r e d u c e d  i n t e r e s t  r a t e .

( e )  I f  a n  i n t e r e s t  r a t e  i s  r e n e g o t i a t e d  u n d e r  ( c )  o f  t h i s  s e c ­
t i o n ,  t h e  r e n e g o t i a t e d  r a t e  may n o t  e x c e e d  t h e  i n t e r e s t  r a t e  o r i g i n a l ­
l y  c h a rg e d  on  t h e  l o a n .

( f )  The d e p a r tm e n t  s h e l l  a d o p t  r e g u l a t i o n s  p r e s c r i b i n g  t h e  t e rm s  
an d  c o n d i t i o n s  o f ,  and  ch*. p r o c e d u r e s  a p p l i c a b l e  t o ,  l o a n  m o d i f i c a ­
t i o n s  made u n d e r  t h i s  s e c t i o n .

( g )  The l e g i s l a t i v e  a u d i t  d i v i s i o n  s h a l l  a n n u a l l y  c o n d u c t  a  
p e r fo rm a n c e  p o s t - a u d i t  o f  t h e  lo a n s  m o d i f i e d  b y  t h e  d e p a r tm e n t  u n d e r
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t h i s  s e c t i o n  d u r i n g  t h e  p r e c e d in g  f i s c a l  y e a r ,  an d  s h a l l  r e p o r t  i t s  
c o n c lu s i o n s  an d  re c o m m e n d a t io n s  t o  t h e  L e g i s l a t i v e  B u d g e t  ? n d  A u d i t  
C o m m it te e .

*  S e c .  3 .  AS 4 4 , 4 7 . 3 6 0  i s  am ended  b y  a d d in g  a  n e v  p a r a g r a p h  t o  r e a d x
( 7 )  ’ ’ l i m i t e d  c o m m e rc ia l u s e ”  m eans a  s m a l l  b u s i n e s s ,  o p ­

e r a t e d  o u t  o f  a n  o w n e r - o c c u p ie d  n o n c o n fo rm in g  a n d  r u r a l  h o u s in g  r e s i ­
d e n c e , t h a t  o c c u p ie s  a n  a r e a  t h a t  d o e s  n o t  e x c e e d  2 5  p e r c e n t  o f  t h e  
t o t a l  g r o s s  l i v i n g  a r e a  o f  a  r e s i d e n t i a l  u n i t .

*  S e c .  4 .  T h is  A c t  t a k e s  e f f e c t  J u l y  1 ,  1 9 8 9 .
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