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SB 251: "Au Act relating to regulation of securities held by
insurers; and providing for an effective date."

The Alaska LegrslatureJ)assed the Irmrts on investments _contained in AS 21.21
for th epur 03€ of promoting the sa etoy and soundness of the Aleis an domestic
msurance ust r;P Varjous pieces of A revent an A askan msurer

from concentratrn it Investments In on arPrcu ar type nvestment.
Copcentrat ?n In %artrcupar Investment ve?t cqes 1S unsag I th reqt
suffers Pro ems, a msurerma become insolvent. As an example, t elrea er
IS referred. to ercutrve Life | sku ance Company’s, domiciled in" California,
concentration of Investment in junk honds.

mber of years ago, the federal government in an effort tf rovrde a Iar?er
mar et for it agencies mort a{?e Tache sefurrtres passed le Ogrs ation cal
P i

the el o mor a%%g(ee packe secunﬁes'etg'swah'r'é)h” il S ¢ Tequlyte i

entities were allo t]o Invest. .This. ederal eqislation r% de a certain

number o years or the, states individually to Bt out 0 e( ?sem't% of

Htort age hacked sec%J H‘ry |Pvest entrestrrctrons 251 is Alaska’s legislation
esighed to opt out ot this federal preemption.

The read%r should note that this federal Iegrslatron Was pass

Prror to the cyrrent qenera coIIa[pse of real ‘estate values that
he lower contiguous Torty-eight states.

The Divjsion of(!ns nces tﬁ,the passage 0f SB 251, Alaska does not wish
to have its stan ar owere the action ofothers.

ed several years
has occurred In

Glenn A. Olds, Commissioner
Date:

oC.')
o-lO
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FISCAL NOTE

STATE OF ALASKA BILL NO. sB 251
1991 LEGISLATIVE SESSION
Revision Date: fZl Department Affected: ~ Commerce & Economic Dev.
ji(le;  Regulation of sécurities nefld  BRU:  Insurance
by insurers Component: ~ Operations

Sponsor; Senate Labor % Commerce

Requestor:  Senate Labor & Commerce COMPONENT SERIAL NO. 5 F~T
Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 i 0 0 1 0 1 0
REVENUE 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME
TEMPORARY

Estimate of current year impact:.

ANALYSIS: (Attach a separate page if necessary.)
No financial impact on the division.

Prepared Rv/*p»°an Brown, Administrative Officer Phone: 465-2597
Division: * Insurance . Date:

Approved by Commissioner: Glenn A. Olds '

Agency:. Department of Commerce & Economic Development Date: 6

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).

Rev 10/90 Page 1 of

JB/dgl19392D/041591 a



MEMORANDUM State of Alaska

10: Senator Drue Pearce _ dgate: May 15, 1991
Chairman, Labor & Commerce Committee
Alaska State Senate FILE NO.:
THRU: TELEPHONE No.: (907) 465-2500

suBJecT: HCS SB 251 (L&C)

FroM: Larry Galloway . .
Assistant Coninifcssimier
Department of Cdmmerce
and Economic Development

SB 251 passed the Senate with your much apPreC|ated floor management. The
Bill has been modified in the House. This bill is currently in House Rules and
calendaring is expected shortly. The changes made do not impair the Bill
which is urgently needed this Session. It accom{)hshes the same thing as the
Senate version. “We would very much appreciate your assistance in seeking
Senate concurrence with the House amendments.

The principal difference between the two versions is that the House version is
more specific concerning the Alaska statutes applicable to the securities to be
requlated. Incidentally,” our concerns on the federal preemption of regulation
of this area are not unwarranted. There has been a recent insolvency directly
related to this type of investment. Its a good example of what can happen
when too many df the insurer’s “eggs are in one hasket."

Should you have any questions, Don Koch (465-2577) in the Division of
Insurance is the Berson andling this Bill in this Department. Thank you for
your help on this Bill.
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1075V Drue -

RE: SB 251 Changes

The houss change makes direct reference to the statutes governing

INVESTMENT BY INSURANCE COMPANIES.
NO SUBSTANTIVE CHANGES IN THE BILL



Alaska State Legislature

HOUSE OF REPRESENTATIVES
Office ofthe Chief Clerk

MESSAGE TO THE SENATE

May 18, 1991

Mr. President:

The House has passed SENATE BILL NO. 251 with the following
amendment:

HOUSE CS FOR SENATE BILL NO. 251 (L&C)
"An Act relating to regulation of securities held by insurers;
and providing for an effective date.”

and it is transmitted for consideration.

0|

chief Clerk of the house



Senator Drue Pearce, Chair
Senator Mirginia Collins, Vice Chair
Senator Dick Eliason

Senator Rick Hallord

Alaska State Legislature

Senator Jay Kerttula
SENATE LABOR A
COMMI
TO ALL SENATORS
FROM: Senator Drue Pearce, Ch

Labor & Commerce Commit

DATE: April

RE: SB 251

by insurers; and providing for an effective date."
AS 21.21 was amended last session to set

the Alaskan domestic insurance industry. The

legislation was to prevent an Alaskan
investment.

27, 1991

ND
TTE

%OMMERCE

WHILE INJUNEAU

P.0. BOX V

JUNEAU, ALASKA 99811
(907) 465-3844

3111 C STREET, SUITE 10
ANCHORAGE. ALASKA 99504

(Q07) 561-2018

"An Act relating to regulation of securities held

its investments in a single type

investment policy helps

investment type fail.

In order to

backed securities,
that would allow an

federal agency backed mortgages.
window period to adopt statute that allowed the state"s

investment policies to override this federal

Given the recent collapse of real
Alaska"s diverse
that would allow an

investment.

SB 251 allows the state"s diverse

I urge your support.

of

insure total

increase the market for federal
congress passed
insurer to concentrate their

limits on

investments by
intent of that
insurer from concentrating
A diverse

solvency should a single

agency mortgage
legislation a few years ago
investments in

The states were provided a

estate values
investment policy is preferential

insurer to concentrate

in the Lower 48,
to a policy
in a single type of

investment policy to prevail.



SENATE COMMITTEE REPORT
J'trst committee of refer™ |

date: 4/12/91 FURTHER:
Date of 5-Day Notice: H- b *7/ DATE TURNED
(in accordance with Uniform Rule 23) INTO OFFICE:
L&C Committee considered SB 251

Regulation of securities held by insurers; efd.

and recommended:

[ ] replace with CS [ 1 same title
f j new title
[ 1 attached amendment(s)
[ ] letter of intent adopted
[ ] do pass

[ 1] do not pass

[ 1] no recommendation

[i/f individual recommendations
[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S):

Department(s)/Date: Department(s)/Date:
[ 1 fiscal note(s) zero Tiscal note(s)
CGy/ili*6 Ba/ ?/
[ 1 appropriation-no fiscal note [ 1 Governor®s bill w/fiscal note

OTHER RECOMMENDATIONS;

C



April 2, 1991
Drue ~

Re: Junk Bond Investments

Dave Walsh brought this over this morning. He says a loop hole
in state law may allow insurance companies to place over 5% of
their investments in "junk bonds". This would close that loop
hole.

The state has known about this potential for the last seven years
and has taken no action. This is the last year wecan take
action. Dave only became aware of the situation in the last
couple of weeks.

Dave Jmows of no one who opposes thisaction.

Should 1 have it drafted?



O/ 32691 04:00

IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

A DILL

For an AcL entitled: "An Act For the purpose of preventing Federal preemption
oF state limitations on investments by insurance
companies”

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

* Section 1. The Federal preemption provided In the Secondary Mortgage
Market Enhancement Act oF 1984, 15 U.S.C. Section 77r-I does not apply to
prohibitions or limitations on the purchase oF, holding of, or investment in
securities by persons transacting the business of insurance in Alaska under
AS 21.

* Section 2. This Act takes effect immediately.
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inorttjni’r hnekril (irnlrihrH. to iihtipiisp Ilie oothorilv of Ilit* rVilrrol Niitioonl
Morti'nijr Assoctnlioii mid the fvdprnl Homo 1,01l Moil|tm:r Coriioriltioii, mill lor
other purposes.

Hr it enacted hv the Sennit' anti 1lanan of llepresentntives at the
United States af America in Uan/ness assembled, 'I'hal. this /\t:t mav
IB 8r4|1|'?d as the’ “Secondary Mortgage Market Enhancement Act of

TITLE I-,SECURITIES LAWS AMENDMENTS

MOIITCACK ItKI.ATKD SEQUItITY

Sec. Suction llal ol the Securities Exchange Act of 1984 (15
1J.S.C. THe(a)l is amended by adding the following new paragraph at
e e tem ated security i

e term 'morjgage re security’ means a Securi
tha(t IS rated In one o*gtﬂ% Iwo ? est rat|)r/1 _categories %y 3{
Ieahst ,oHe nationally recognized sfatistical rating organization,
an e|t|( ;

er;
'(A) represents ownershg) of one or more promissor
notes' or certificates of interest or Partlmpanon In_suc
notes (Including any rights designed to assure servicing of,
or the receJPt or timeliness of rec,ewt hg the holders of Such
notes, certificates, or participations 0f amounts_payable
under, such notes, certificates, or participations), which

notes:

"Q are directly secured by a first lien on a single

arcél of real estate,. |nclu |n% stock aII%cate_d 0 a
welling unit in a resigential cQoperative housing cor-
poration, upon which Is located a dwelling or mixed
residential and commercial structure, or on a jcsjuen-
tial manufactured home as defined In_section %10. k|21 of
the National Manufactured_Housing Construction and
Safety Standards Act of 1974, whether such manufac-
tured” home is considered real or personal propert
un((jjer the laws of the State in which it is to he located:
an
_“(it) were originated by a savings and loan associa-
tion, “savings bank, commercial bank, credjt union,
msurange cgmpany, or similar jnstjtution which is su-
pervised and examined by a Federal or State authority,
or by a mortgagee approved by the .Secretary of Hous-
g\n aznﬁ g{bt n-Development pursuant to sections 205
notes nvolve a lien op the mapufacture
suc An titution or
proved for Insurance by

ome, bv an
Hous i

ny financial 1ystitutiorugta-t CF
ﬂ]g Secretary o? I

9H STAT. IWK)

llet. :i. I"IKj
IS 2IM«|

Si‘comliirv
Mnrli*.ngi!
Msirki't
I'ltilmni‘cmi‘iil

R
.Iwiqulllll-(s mid
Imnkiim

VRSP

prnpt-rtv.

12 USC fi102.

e National Hou mg Act, grh where sucg ITII"ﬁC 7o,

NTA g AT,



SIHSTAT. HUM) PUBLIC LAW 'IH-440-OCT. Il. 11)84

It USC Mt

I’roliibilion.

lrliiin Development piiiMUsint. to suction 2 of lho Nn-
lionul 1l)iisiii|! Ail;or
"MB Is snrwrcil hy line or morn promissory notos or curlili-
(".eill's of micros! or participations in such union (with or
without nrourso (o the issuer IlioicoP noil, hy ils lcrms,
provides for payments ol principal in relation to payments,
or reasonable projections of payments, on notes meeting the
reipiircmcnts of subparagraphs (A) (i) and (ii) or certificates
of interest or participations in promissory notes meeting
such requirements.
For the purpose of this paragraph, the term ’promissorv note’,
when used in connection with a manufactured home, shall also
include a loan, advance, or credit sale as evidence by a retail
installment sales contract or other instrument.".

APPLICABILITY OK MARGIN REQUIREMENTS

eSue. 102. Seelion 7 of the Securities F.xcliane.e Act of ISUM (Hi
U.S.C. 7Kg) is amended hy adding the following new subsection at
the end thereof:

"lg) Subject to such rules and regulations as the Board of Gover-
nors of the Federal Reserve System may adopt in the public interest,
and for the protection of investors, no member of a national securi-
ties exchange or broker or dealer shall be deemed to have extended
or maintained credit or arranged for the extension or maintenance
of credit for the purpose of purchasing a security, within the mean-
ing of this section, hy reason of a bona lide agreement for delayed
delivery of a mortgage related security against full payment of the
purchase price thereof upon such delivery within one hundred and
eighty days after the purchase, or within such shorter period as the
Board of Governors of the Federal Reserve System may prescribe by
rule or regulation.”.

BORROWING IN THE COURSE OF BUSINESS

Sec. 103. Section 8(a) of the Securities Exchange Act of 11)31 (15
U.S.C. 78h(a)) is amended by adding the following new sentence at
the end thereof: "Subject to such rules and regulations as the Board
of Governors of the Federal Reserve System may adopt in the puolic
interest and for the protection of investors, no person shall be
deemed to have borrowed within the ordinary course of business,
within the meaning of this subsection, by reason of a bona lide
agreement for delayed delivery of a mortgage related security
against full payment of the purchase price thereof upon such deliv-
ery within one hundred and eighty days after the purchase, or
within such shorter period as the Board of Governors of the Federal
Reserve System may prescribe by rule or regulation.".

MORTGAGE RELATEU SECURITIES AS COLLATERAL

Sec. 104. Section II(dKI) of the Securities Exchange Act of 11)34
(15 U.S.C. 78k(dXl)) isamended by—
tl) inserting "(i)” between "or’and "any ;and
12) inserting the following immediately niter "thirty-five days
after such purchase”: "or (ii) any mortgage related security
against full payment of the entire purchase price thereof upon
such delivery within one hundred and eighty days after sucii



FUL13LIC LAW <>8-440- OCT. I, 19H4

purchase, or within sucli shorter period ns the Commission may
prescribe by rule or regulation”,

INVESTMENT HY DEPOSITORY INSTITUTIONS

Sec. 105. (a) Section 5(cKl) of the Home Owner's Loan Act of 1033
(12 U.S.C. 14G4(cXD) is amended by adding at the end thereof the
following:

"(S) Mortgage racked securities—Investments in secu-
rities that—
"(i) are offered and sold pursuant to section 4(5) of
the Securities Act of 1933 (15 U.S.C. 77d(5)); or
"(li) are mortgage relnted securities (as that term is
defined in section 3(aX4l) of the Securities Exchange
Act of 1934 (15 U.S.C. 78c(aK41l))), subject to such regu-
lations as the Board may prescribe, including regula-
tions prescribing minimum size of the issue (at the time
of initial distribution) or minimum aggregate sales
prices, or both.".

(b) Section 107 of the Federal Credit Union Act (12 U.S.C. 1757) is

amended—
(1) by redesignating paragraph (15) ns paragraph (10); and
(2) by inserting after paragraph (14) the following:
"(15) to invest in securities that—
"(A) are offered and sold pursuant to section 4(5) of the
Securities Act of 1933 (15 U.S.C. 77d(5)); or
"(B) are mortgage related securities (as that term is
defined in section 3(aX41) of the Securities Exchange Act of
1934 (15 U.S.C. 78daX41))), subject to such regulations as
the Board may prescribe, including regulations prescribing
minimum size of the issue (at the time of initial distribu-
tion) or minimum aggregate sales prices, or both;".

(c) Section 5136 of the Revised Statutes (12 U.S.C. 24) is nmendcd
by adding at the end of paragraph Seventh the following: "The
limitations and restrictions contained in this paragraph as to an
association purchasing for its own account investment securities
shall not apply to securities that (A) are offered and sold pursuant to
section 4(5) of the Securities Act of 1933 (15 U.S.C. 77d(5)); or (B) are
mortgage related securities (as that term is defined in section
3(aX41) of the Securities Exchange Act of 1934 (15 U.S.C. 78daX41))),
subject to such regulations as the Comptroller of the Currency may
prescribe, including regulations prescribing minimum size of the
issue (at the time of initial distribution) or minimum aggregate sales
prices, or both.".

PREEMPTION OF STATE TIWV

Sec. 10G. (aXl) Any person, trust, corporation, partnership, asso-
ciation, business trust, or business entity created pursuant to or
existing under the laws of the United States or any State shall be
authorized to purchase, hold, and invest in securities that are—

(A) offered and sold pursuant to section 4(5) of the Securities
Act of 1933,

(B) mortgage related securities (as thnt term is defined in
section 3(aX41) of the Securities Exchange Act of 1934 (15 U.S.C.
78daX41))), or

NBSTAT. 1GDl

Ante. p. UBJ.

1B5USC 77r-l.

*



98 STAT. 1(B5%2 PUBLIC LAW 98-4*10- OCT. J 1984

»'l securities issued or guaranteed hy the Federal Home Loon
Mortgage Corporation or the Federal National Mortgage
Association,

to the same extent Ilial such person, trust, corporation, partnership,
association, business trust, or business entity is authorized under
any applicable law to purchase, bold or invest in obligations issued
by or guaranteed as to principal and interest by tin* United Stales or
any agency, or instrumentality thereof.

&l Where Stale law limits the purchase/ holding, or investment in
obligations issued bv the United Slates by such a person, trust,
corporation, partnership, association, business trust, or business
entity, such securities that are—

1A) offered and sold pursuant to section 4(5) of tin* Securities

il LBC7L Act of 1933,

IB) mortgage related securities (as that term is defined in
section 3lall41) of the Securities Exchange Act of 1934 (15 U.S.C.

Ante. i 108 78c(a)(41)l), or

(9) securities issued or guaranteed by the Federal Home Loan
Mortgage Corporation or the Federal National Mortgage
Association,

shall be considered to be obligations issued by the United States for

T purposes of the limitation.

I’'mitiliftiniis. (1) Thu provisions of subsection (a) shall not nppiy with respect to
a particular person, trust, corporation, partnersnip, association,
business trust, or business entity or class thereof in nnv State that,
prior tu Ilm expiration of seven years after the dale of the enact-
ment of this /vet. enacts ti statute that specifically refers to lbis
section and either prohibits or provides for a more limited authority
to purchase, hold, or invest in such securities hy any person, trust,
corporation, partnership, association, business trust, or business
entity or class thereof than is provided in subsection (a). The enact-
ment by any State of any statute of the type described in the
preceding sentence shall not affect the validity of anv contractual
commitment to purchase, bold, or invest that was made prior there-
to and shall not require (lie sale or oilier disposition of any securi-

. ties acquired prior thereto.

KNIm-lm id Any securities that are offered and sold pursuant to section 4(5)
of the Securities Act of 1913 or that are mortgage reiated securities
las that term is defined in section 3la)(41)of the Securities Exchange
Vet of 1934 (15 U.S.C. 7Sc(a)(41))) shall be exempt from any law of
any State with respect to or requiring registration or qualification ol
securities or real estate to the same extent as any obligation issued
by nrguaranteed as to principal and interest by the United States or

Sliit ififl any agency or instrumentality thereof. Any State may, prior to the
l,llrtlilnllmlt expiration.o! seven years after the date ofthe enactment of this Act.
I"d enact n statute that specifically refers, to this section and requires

registration or.qUalification of. any. such security on terms that diffe?
from (hose applicable to any obligation issued by.the United Sta”s.

TITLE 11-SECONDARY MORTGAGE MARKET PROGRAMS
LIMITATIONS ON PARTICIPATION AGREEMENTS

Sec. 201. (a) The sixtli sentence of section 302(b)(2) of the Federal

12 USC 1717 National Mor*gage Association Charter Act is amended to read as
follows: "The corporation shall establish limitations governing the

maximum original principal obligation of conventional mortgages



PUBLIC LAW 08-440—- OCT. N, 181

that are purchased by it; in any ease in which the corporation
purchases a participation interest in such a mortgage, the limitation
shull be calculated with respect"” to the total original principal
obligation of the mortgage and not merely with respecl to the
interest purchased by the corporation.”.

08 STIAT. 118

(b) The fifth sentence of section 305(aX2) of the Federal Home

Loon Mortgage Corporation Act isamended to read as follows: "The
Corporation shall establish limitations governing the maximum
original principal obligation of conventional mortgages that are
purchased by it; in any case in which the Corporation purchases a
participation interest in such a mortgage, the limitation shall be
calculated with respect to the total original principal obligation of
the mortgage und not merely with respect to the interest purchased
by the Corporation.”.

AUTHORITY OF FF.OERAI. HOME LOAN MORTGAGE CORI'ORATION TO
PURCHASE LOANS ON MANUFACTURED HOMES

Sec. 202. (a) Section 302(d) of the Federal Home Loan Mortgage
Corporation Act is amended hy inserting after "located" the follow-
ing: "or a manufactured home that is personal property under the
laws of the State in which the manufactured home is located",

(b) Section 302(h) of the Federal Home Loan Mortgage Corporation
Act is amended by adding at the end thereof the following new
sentence: "The term ‘residential mortgagelalso includes a loan or
advance of credit secured by a mortgage or other lien on a manufac-
tured home that is the principal residence of the borrower, without
regard to whether the security property is real, personal, or mixed.".

(c) Section 302 of the Federal Home Loan Mortgage Corporation
Act is amended by adding at the end thereof the following new
subsection:

"(I) The term ‘mortgage insurance program’ includes, in the case
of a residential mortgage secured by a manufactured home, any
manufactured home lending program under title | of the National

Housing Act.".
PURCHASE OF SECOND MORTGAGES

Sec. 203. (a) Section 302(b) of the Federal National Mortgage
Association Charter Act isamended by adding at the end thereof the
following new paragraph:

“(5XA) The corporation is authorized to purchase, service, sell,
lend on the security of, and otherwise deal in (i) until October 1
1987, conventional mortgages that are secured by a subordinate lien
against a one- to four-family residence that is the principal resi-
dence of the mortgagor; and (ii) until October 1, 1985, conventional
mortgages that ore secured by a subordinate lien ngainst a property
comprising five or more family dwelling units. If the corporation,
pursuant to paragraphs (1) through (4), shall have purchased, serv-
iced, sold, or otherwise dealt with any other outstanding mortgage
secured by the same residence, the aggregate original amount of
such other mortgage and the mortgage authorized to be purchased,
serviced, sold, or otherwise dealt with under this paragraph shall
not exceed the applicable limitation determined under paragraph
(2)‘7(8) The corporation shall establish limitations governing the
maximum original principal obligation of conventional mortgages

12use; nr.i

use nr.i.

12USC 1702

*Si-cured loans.

12USe 1717

Kxpirntion
dates.

Principal
limitations.
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described in fiiilipnrngngili (Al in any nice in which (lie cmpointinn
piitrhnscs n participation interest in such ;i mortgage, the limilalion
chnll In* calculated wiih resped In the tola! original principal
obligation ol such mortgage described in subparagraph tA)and not
merely with respect In Hit* interest purchased hy the corporation.
Such limitations shall not exceed (i) witli respect Lo mortgages
described in subparagraph (A)(i), 50 per centum ol the single-lamily
residence mortgage limitation determined under paragraph (2); and
(i) with respect lo mortgages described in subparagraph (A)lii), the
applicable limitation determined under paragraph (2).

I'niliiliillums "(C) No subord'nnte mortgage against a one- to lour-lamily resi-
dence shall lie purchased by the corporation if the total outstanding
indebtedness secured by the property ns a result of such mortgage
exceeds Kll per centum of the value of.such property unless (i) that
portion of such total outstanding indebtedness tint exceeds such HO
per centum is guaranteed or insured by a qualified insurer as
determined by the corporation; (ii) the seller retains a particiontion
of not less than 10 per centum in the mortgage; or (iiii for such
period and under such circumstances as the corporation mav re-
quire, the seller agrees to repurchase or replace the mortgage upon
demand of the corporation in the event that the mortgage is in
default. The corporation shall not issue a commitment to purchase a
subordinate mortgage prior to the date the mortgage is originated, if
such mortgage is eligible for purchase under the preceding sentence
only by reason of compliance with the requirements of clause ui) of
such sentence.".

12USC 1] (b)(1) Section 302(h) of the Federal Home Loan Mortgage Corpora-
tion Act isamended—

(A) in the first sentence, by striking out "first"; and

(B) by striking out "The maximum principal obligation" and
all that follows through "associations.” and inserting in lieu
thereof the following: "Such term shall also include other se-
cured loans that are secured by a subordinate lien against a
property as to which the Corporation may purchase a resi-
dential mortgage as defined under the first sentence of this

subsection.”.
I'xpirntion (2) Section 305(a) of such Act is amended by adding at the end
l |U'\§e thereof the following new paragraph:

"(4)(A) The Corporation is authorized to purchase, service, sell,
lend on the security of, and otherwise deal in ti) until October 1,
1087, residential mortgages that are secured by a subordinate lien
against a one- to four-family residence that is the principal resi-
dence of the mortgagor; and (ii) until October 1 1985, residential
mortgages that are secured by a subordinate lien against a property
comprising five or more family dwelling units. If the Corporation
shall have purchased, serviced, sold, or otherwise dealt with any
other outstanding mortgage secured by the same residence, the
aggregate original amount ofsuch other mortgage and the mortgage
authorized lo be purchased, serviced, sold, or otherwise dealt with
under this paragraph shall not exceed the applicable limitation
determined under paragraph (2).
Principal_ "(B) The Corporation shall establish limitations governing the
limrnliofis. maximum original principal obligation of such mortgages. In any
case in which the Corporation purchases a participation interest in
such a mortgage, the limitation shall be calculated with respect to
the total original principal obligation of such mortgage secured by a
subordinate lien and not merely with respect to the interest pur-
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chased hy the Corporation. Such limitations shall not exceed (i) with
respect to mortgages described in subparagraph (A)(i> SO per centum
of the single-family residence mortgage limitation determined under
paragraph (2); and (ii) with respect to mortgages described in sub-
paragraph (AKii), the applicable limitation determined under para-
graph (2).

“(C) No subordinate mortgage against a one- to lbur-lI'amilv tosi-
deuce shall he purchased by the Corporation if the total outstanding
indebtedness secured hy the property as a result of such mortgage
exceeds 80 per centum of the value of such property unless (i) that
(Hirtion of such total outstanding indebtedness that exceeds such 80
per centum is guaranteed or insured by a qualified insurer as
determined by the Corporation; (ii) the seller retains a participation
of not less than 10 per centum in the mortgage; or (iii) for such
period and under such circumstances as the Corporation may re-
quire, the seller agrees lo repurchase or replace the mortgage upon
demand of the Corporation in the event that the mortgage is in
default. The Corporation shall not issue a commitment to purchase
a subordinate mortgage prior to the date the mortgage is originated,
if such mortgage is eligible for purchase under the preceding sen-
tence only by reason of compliance with the requirements of clause
(iii) of such sentence.".

AUTHORITY OF FEDERAL IIOME LOAN MORTGAGE CORPORATION TO
PURCHASE STATE AGENCY INSURED MORTGAGE LOANS

Sec. 204. Section 302(i) of the Federal Home Loan Mortgage
Corporation Ac* is amended by striking out ""a State or any agency 12 USC I I")l.
or instrumentality of either” and inserting in lieu thereof "any of its
agencies or instrumentalities™.

MULTIFAMILY MORTGAGE LOAN-TO-VALUE RATIO

Sec. 205. (a) The second sentence of section 302(bX2) of the Federal
National Mortgage Association Charter Act is amended Lv inserting 12 USC 1717.
after "mortgage” the first place it appears the following: "secured
by a property comprising one- to four-family dwelling units".

(b) The first sentence of section 305(a)(2) of the Federal Home
Loan Mortgage Corporation Act is amended by inserting alter 12USC lint
"mortgages' the first place it appears the following: *"secured by a
property comprising one- to four-family dwelling units™.

LIMITATIONS ON PURCHASE OF CONVENTIONAL MORTGAGES ON
MULTIFAMILY PROPERTIES

Sec. 20G. (a) Section 302(bX2) of the Federal National Mortgage
Association Charter Act is amended by striking out the penultimate ,1/iir. p. 1(in2.
sentence and inserting in lieu thereof the following: "With respect
to mortgages secured by property comprising five or more family
dwelling units, such limitations shall not exceed 125 per centum of
the dollar amounts set forth in section 207(cX3) of this Act, except 12USC 1711
that such limitations may be increased by the corporation (taking
into account construction costs) to not to exceed 240 per centum of
such dollar amounts in any geographical area for which the Secre-
tary of Housing and Urban Development determines under such
section that cost levels require any increase in the dollar amount
limitations under such section.™.
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(It) NooUon .;(lulail2l ol lin* Federal Home l.uan Mortgage Corpora-
lion Ad is amended by striking out (lie pennllimale sonienco ami
insertiug in hen thereof llie following: "Willi respect lo mortgages
secured liv property eomprising live or more family dwelling units,
such limitations shall not exceed 12a per centum of <he dollar
amounts set forth in section 2D7(i;|(,,t) of Ihe National Housing Act,
except Lhal such limitations may he increased by the Corporation
Making into account construction casts) to not lo exceed 210 per
centum ol such dollar amounts in any geographical area lor which
the Secretary of Housing and Urban Development determines under
such section that cost levels requite any increase in the dollar
amount limitations under such section.".

humid of humerous of federal national mortgage association

Sec. 207. The firsL sentence of section 208(b) of the Federal
National Mortgage Association Charter Act is amended to read as
follows: "The Federal National Mortgage Association sh: Il have a
hoard of directors, which shall consist of eighteen persons, live of
whom shall he appointed annually bv Ihe President ol the United
States, and the remainder of whom shall he elected annually by the
common stockholders.".

ANNUAL REPORT OF SECRETARY OF HOUSING AND URBAN DEVELOP-
MENT ON ACTIVITIES OF FEDERAL NATIONAL MORTGAGE ASSOCIATION

Sec. 208. Section 2(IMIhl of the Federal National Mortgage Associa-
tion Charter Act is amended hy striking out the last two sentences
and inserting in lieu thereof the following: ""Pursuant lo tlie author-
ity provided in this subsection, the Secretary shall, not Inter than
dune il ol each year, report to lhe Congress on the activities of the
corporation under this title.".

PERIOD FOR APPROVAL OF ACTIONS OF FEDERAL NATIONAL MORTGAGE
ASSOCIATION

Sec, 20!). Sectior 80!) of the Federal National Mortgage Associa-
tion Charter \ct is amended hy adding at the end thereoi the
following new subsection:

"til If the Federal National Mortgage Association submits to the
Secretary of Housing and Urban Development, after the date of the
enactment of the Secondary Mortgage Market Enhancement Act of
11)84, a request for approval or other action under this tide, the
Secretary shall, not later than the expiration of the Idrty-five-day
period following the submission ol such lequest. approve such re-
quest or transmit lo the Congress a report explaining why such
request has not been approved. Such period may he extended for an
additional fifteen-day period if the Secretary requests additional
information from the corporation. If the Secretary fails to transmit
such report to the Congress within such forty-five-day period or
sixty-day period, as the case may he, the corporation may proceed as
if such request had been approved.”.
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FEDERAL HOME LOAN MORTGAGE CORPORATION GUARANTEE OF
MORTGAGE-HACKED SECURITIES ISSUED I1Y OTHERS

Sec. 210. Section 300 or the Federal Home Loan Mortgage Corpo-
ration Act is amended by adding at the end thereof the following  "<7slat. 1
new subsection: 12 USC I i
"'(h) The Corporation may not guarantee mortgage-backed securi-  Frontertion-
ties or mortgage related payment securities backed by mortgages
not purchased hy the Corporation.™.

PREFERRED STOCK OF FEDERAL IIOMF. LOAN MORTGAGE CORPORATION

Sec. 211. Section 300(f) of the Federal Home Loan Mortgage
Corporation Act is amended—

(1) by inserting before the period at the end of the last
sentence the following: ", and shall not be entitled to vote with
respect to tiie election of any member of the Board of Direc-
tors"; and

(2) by adding at the end thereof the following new sentence:
"Such preferred stock, or any class thereof, may have such
terms as would he required for listing of preferred stock on the
New York Stock Exchange, except that this sentence does not
apply to any preferred stock, or class thereof, the initial sale of
which is made directly or indirectly by the Corporation exclu-
sively to any Federal Home Loan Bank or Banks.”.

STUDY OF PREPAYMENT PENALTIES AND THE SECONDARY MORTGAGE
MARKET

Sfc. 212. Not later than one hundred and eighty days after the Report.
date of the enactment of this Act, the Secretary of Housing and
Urban Development, following consultation with the Board of Direc-
tors of the Federal National Mortgage Association, the Board of
Directors of the Federal Home l,0an Mortgage Corporation, the
President of the Government National Mortgage Association, the
Board of Governors of the Federal Reserve System, the Federal
Home Loan Bank Board, the Comptroller of the Currency, and the
National Credit Union Administration Board, shall submit to the
Congress a report regarding mortgage prepayment penalties and
their impact on secondary mortgage market activities. Such report
shall include—

(1) a review of State laws and regulations regarding prepay-
ment penalties;

(2) an evaluation of the impact of prepayment penalties on
the ability to attract investors to the secondary mortgage
market;

(3) an analysis of existing authority for lenders to offer mort-
gage instruments containing prepayment penalties; and

(4) a proposal for federally standardized mortgage instru-
ments tiiat would contain prepayment penalties in combination
with features that would be attractive to prospective purchasers
of homes, including below-market interest rates and prohibi-
tions on nonrisk related settlement charges normally incurred
hy homeowners upon refinancing.
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AUTHORITY OK SECRETARY OK MOUSING AND UIIIIAN DEVELOPMENT
REGARDING FEDERAL NATIONAL MORTGAGE ASSOCIATION OIILIGATIONS

Sec. iil.’L on Tlio second sentence ol section dtllkh) ol' the Federal
National Mortgage Association Charter Act is amended by inserting
"before October I, 11)85 alter "corporation™.

Ib) The last sentence of section 811 of the Federal National
Mortgage Association Charter Act is amended by insertion alter
"issuances' the following: by the Association and all issuances of
stock, and debt obligations convertible into stock, by the
corporation™.

Approved October 1 11)84.
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IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act for the purpose of preventing federal preemption
of state limitations on investments by Insurance
companies"

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

* Section 1. The federal preemption provided in the Secondary Mortgage
Market Enhancement Act of 1984, 15 U.S.C. Section 77r-I does not apply to
prohibitions or limitations on the purchase of, holding of, or investment in
securities ty persons transacting the business of insurance in Alaska under
AS 21.

* Section 2. This Act takes effect immediately.
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