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Attachment to Bill Analysis for HB 112

Under Section b(2)(B) changes in the loan escrow are
the Deed of Trust. Loan escrows are also regulated under

Section C 1is to open er. "ed as proposed. There is no
kind of or number of requests a servicer will be required

Again, under Section D, Loan Escrows are governed by

Section E refers to penalties that can be assessed.

governed by
federal laws.

limit on the
to respond to.

federal laws.

It is our

understanding that AHFC would not be expected to enforce these penalties,

since AHFC is not set up to be an enforcement agency. It
delineate how the penalties are to be enforced.

may be useful to
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Original sponsor: Phillips

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 112 (Finance)
IN THE LEGISLATURE OF THE STATEOF ALASKA
FIFTEENTH LEGISLATURE - FIRSTSESSION
A BILL
For an Act entitled: "An Act relating to the servicing of certain residen—
tial housing mortgage loans purchased by the Alaska
Housing Finance Corporation."”
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56 is amended by adding anew section to read:

Sec. 18.56. 135. LOAN SERVICING REQUIREMENTS. (@ If the ser—
vicing of a loan is sold to another person, the seller shall notify
the mortgagor of the sale within lu days after the actual date of the
sale. The notification must include

(1) the name, address, and telephone number of the person
who will assume responsibility for the servicing and accept payments
for the loan;

(2) a detailed written financial breakdown of the loan,
including the interest rate, monthly payment amount, and current
escrow balance.

(b) The purchaser of loan servicing under (@) of this section
shall

(1) 1ssue to the mortgagor corrected coupon or payment
books, i1f used;

(2 within 20 days after the due date of the first payment
to be made to the purchaser,

(A) notify the mortgagor of the name, address, and
telephone number of the person from whom the mortgagor can re—
ceive information regarding the servicing of the loan;

-1- CSHB 112(Fin)



(@) inform the mortgagor of changes made regarding the
loan escrow account or servicing requirements, 1including the
interest rate, monthly payment amount, and current escrow bal—
ance.

(© A loan servicing agent shall respond within 15 business days
to a written request for information from the mortgagor. The written
response must include the telephone number of the agent"s representa—
tive who can assist the mortgagor.

(d If a mortgagor of a loan is required to maintain funds iIn an
escrow account to cover the payment of the tax or insurance obliga—
tions for the mortgaged property, the loan servicing agent shall make
each tax or 1insurance payment in a timely manner as the obligations
become due if the funds in the account are sufficient to cover the
payment. IT the funds 1in the account are insufficient to make the
payment, the loan servicing agent shall promptly notify the mortgagor
of the shortage and may make the payment on behalf of the mortgagor.

(e If a person wilfully or negligently fails to comply with
this section, the person is liable to the mortgagor for

(1) the actual damages caused by the failure; and
(2) $500 for each failure to comply.
() In this section
(D) "loan" means a mortgage loan purchased by the corpo—
ration under a residential housing loan program authorized by this
chapter;
(@ "loan servicing agent"™ means an institution other than

the Alaska Housing Finance Corporation that services a loan.

CSHB 112(Fin) -2-



RS ASSOCIATION
LASKA 09509-2681

April 24, 1987

House Finance Committee
Alaska State Legislature

Ret House Bill 112

The Alaska Mortgage Bankers Association has reviewed House Bill 112
and wiBhes to enter the following comments.

The bill would set certain noticerequirements upon sale of mortgage
loan servicing of Alaska Housing loans. The bill also addresses timely
payment of taxes and insurance on loans which have accounts established
for collection of those items.

It is in the best interest of all parties to be certainthe borrower
has timely and sufficient information on theloan.

It is in the lenders' best interests to respond as promptly as possible
to inquiries from mortgagors, and standard procedures are in place
to handle such inquiries in a timely manner.

When a loan involves collection of taxes and insurance in a reserve
account, the Deed of Trust requires payment of those items when duej
if payment is not made due to an error on the part of a lender, the
lender must assume the reponsibility for non-payment.

1986 was an abnormal year in that interest rates were the lowest in
some 7 or 8 years; refinance loans taxed the capabilities of many lend-
ers. Lending institutions have implemented training programs, increased
staff and invested in costly and sophisticated systems that can meet
borrowers' needs. We feel the problems of 1986 will not recur and

the situation is under control.

Mechanisms are in place at Alaska Housing Finance Corporation to assure
that sale of servicing on loans purchased by AHFC is limited to ser-
vicers with representatives in-state. Servicing Agreements between
AHFC and lenders contain requirements which meet the needs addressed

in HB 112. The Alaska Mortgage Bankers Association believes there

is no need for legislation to enforce what is already prudent and com-
mon business practice or can be handled administratively through AHFC.

Thank you for the opportunity to comment.

Ldcille Stietz
President
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April 15, 1987

The Honorable Senator Patrick M. Rodey
P.O. Box V
Juneau, AK 99811

Dear Senator:

I apologize for taking some time to respond to your letter regarding AHFC
Seller/Servicera.

Aa iIndicated in the attached list of the 45 AHFC Seller/Servicers, only two do
not have offices or representatives located in Alaska. OF those two, Seafirst
Mortgage Corporation does not have an 800, toll-fYyae number available for uae by
borrowers.

Many of the complaints AHFC has received regarding Outside Seller/Servicers
centered around Manufacturers Hanover Mortgage Corporation, now known as
Fireman®s Fund, which servicas Bome 5,30D AHFC loans. For your information,
Intercontinental Mortgage Corporation located in Anchorage is the Fireman®s Fund
representative in Alaska.

Whille 1 definitely understand borrowers® problems and the push for local hire
and local services, there are other sideB of this issue I believe I should point
out. First, the buying and selling of mortaage loan servicing is an inteqgral
part of mortgage lending nationwide, For example, it is not unusual for a bank
in Connecticut to sell servicing to a California bank. Particularly in these
economic times when many lenders and servicers would Just as 90on not be in
Alaska, [legally requiring offices and toll-free numbers may provide them with
an excuse tn pull out of Alaska totally.

Second, many Alaskan borrowers do not mail their payments early enough to reach
their banks or lenders on time. Dropping a payment in the mail on the 31st of
the month when the payment is due the first of the month usually results in a
late payment, the resulting late payment charge, and further complications.

To solve this problem, AHFC has been actively requestlng lenders to open offices
in Alaska ar provide toll-free numbers. But rather than making offices or
numbars a requirement, AHFC Hsb been pointing out the good business practice of
providing better service to the bank®s customers through those offices.
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Senator Patrick M, Rodey
April 15, 1987
Page Two

In oddltlon, AHFC reeantly instituted Section 1001.02 0 in our Seller/Servicer
Guide (see attached), which states; 'To oe approved as an AHFC Seller or
Servicer, the applicant must have an origination and servicing facility located
in Alaska.”" This new requirement takes care that if any servicing la sold out-
of-state, the purchaser has a facility in Alaska,

We believe all of these problems of servicing loans can be handled administra-
tively through AHFC. Again, we do not want to make too many requirements of
banka thereby giving them an excuse not to do business in Alaska.

As lonqg as we"re addressing this situation, please note HB 112 sponsored by Rep.
Randy Phillips and our position paper (see attached).

Thank you for giving AHFC the opportunity to respond to your concerns.

Sincei/Bly,

Specif. Assistant/Public Information Officer

Attachments
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ALASKA HOUSING FINANCE CORPORATION

Seller/Servicera

Alaska Cantinental Bank 38
Alaska Federal Savings & Loan 1,056
Alaska Mutual Bank 5,591
Alaska National Bank of the North 163
Alaaka Pacific Mortgage Company 1,458
Alaska Statebank 234
Alaska U5A Federal Credit Union 1,918
AVCP Housing Authority 20
B. M. Behrends Bank 450
Centrust Mortgage Corporation 18
City Mortgage Corporation 1,447
Columbia Mortgage Corporation

Commonwealth Western Mortgage Corporation 763
Denali Federal Credit Union 165
Denali State Bank 7
FedAlaska Federal Credit Union 19
First Bank 130
First Federal Bank of Alaska 42B
First Federal DVA Only 1,602
First Guaranty Mortgage Company of Alaska 414
First Interstate Bank Alaska 1,616
Firat National Bank of Anchorage 8,213
First National Bank of Fairbanks 2,196
Frontier Alaska State Credit Union 377
Frontier Mortgage Corporation 1
Frontier Savinga & Loan 96
G«M»A,C, Mortgage Corporation of PA 388
Home Savings & Loan 1,354
Intercontinental Mortgage Corporation 28
Interior Regional Housing Authority 7
Kodiak Island Housing Authority 55
Lomas & Nettleton Company 200
Manufacturers Hanover Mortgage Corporation 5,358

Mt. McKinley Mutual Savinga
Nana Regional Housing Authority
National Bank of Alaska
Rainier Bank Alaaka, N.A.
Rainier Mortgage Corporation
* Seafirst Mortgage Corporation
Security Pacific Mortgage Company
Spokane Mortgage Company
Tlingit-Haida Regional Housing Authr
United Bank Alaaka
Washington Mortgage Company, Inr
* Western Mortgage Loan Corpora*

Total Niai.

* Those Seller/Servicers that do not have offices
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3181 - 14 - Section 1001
J. A detailed description of loan servicing capabilities. To be approved

a* an AHFC Seller or Servicer, the applicant must have an origination

and servicing facility located in Alaska. If any portion of the

servicing facilities are moved to a location not in Alaska, this event
shall be considered a breach of the servicing agreement and the ser-
vicing agreement may be terminated by AHFC without any waiting period
and without payment to servicer of any penalty or other amount. The
one exception to this requirement is that data processing facilities
may be located other than in Alaska*

K. Any other documentation which may be helpful to verify, clarify, or
substantiate information and/or documentation in the submission pack-

age so AHFC may make a prudent determination.

AHFC will notify the applicant in writing of the approval or disapproval of
the application.

0 o h N



Alaska State Legislature

House
P.0. BOX V
o ) i State Capitol
Official Business Juneau, Alaska 99811

TO: Members, House Labor and Commerce Committee
FROM: Rep. Randy Phillip”3,* n

DATE: March 13, 1987

RE: HB 112

As you may be aware, there have been a number of difficulties
experienced by Alaskans who have had their home mortgages
sold to out of state mortgage companies. | have introduced
HB 112 to provide some protection for the consumer. It is
modelled after a recently adopted Minnesota law, which I have
attached. The main features of the bill are:

* Limited to AHFC mortgages

* The selling lender shall notify the mortgagor of the sale
no less than ten days after the actual transfer.

* Notification must include the name, address and telaphone
number of the person who will assume responsibility for the
servicing, and accept payments for the mortgage loan.

* Notification must include a detailed written financial
breakdown including, but not limited to, interest rate,
payment amount and current escrow balance.

* The purchasing lender shall respond within fifteen business
days to written requests for information from a mortgagor.
A written response must include the telephone number of a
company representative who can assist the mortgagor.

* Payments made from an escrow account for taxes and
insurance must be made in a timely manner as they become
due, provided there are sufficient funds for payment. If
there is a shortage of funds the lender shall promptly
notify the mortgagor.

* If a lender fails to make payments, lender is liable for
actual damages caused by the failure to make payments when



due, as well as a $500 fine.

The lender is permitted to make payments on behalf of ~

mortgagor, even if there are not sufficient funds in the-

escrow account. %
0

If lender fails to comply with these requirements, the
lender is liable to the mortgagor for $500 per occurrence,
in addition to actual damages caused by the violation.

I believe that HB 112 will help alleviate some of the

problems which have been associated with the sale of
Alaskan™s mortgages to out of state mortgage firms.
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House Bill No. 1984

Ah® ACT

relating to commerce; regulating securities;
regulating the assignment of certain real property
leans and the administration of certain escrow
accounts; providing certain exemptions; vregulating
real estate brokers pne salespersons; modifying
re-examination requirements; providing trust account
requirements for licensees acting as principals;
granting certain enforcement powers to the
commissioner; providing certain remedies; requiring
storage of abstracts of title within Minnesota;
amending Minnesota Statutes 19S4, sections 47.20,
subdivision 9; 80A.14, subdivision 18; BOA.15,
subdivision 1; 82.17, subdivision 4; 52.22,
subdivisions 3, 5, and 13; 82.24, subdivision 2;
82.26; 82.27, subdivision 1; 82.33, subdivision
386.375; and Minnesota Statutes 1985 Supplement,

80A.13, subdivision 1; 80A.1S, subdivision 2;
coding for new law

2

sections
and 82.19, subdivision 3; proposing

in Minnesota Statutes, chapter 47.

3E. IT ENACTED EY TEE LEGISLATURE OF TEE STATE OF MINNESOTA

[47.205] [ASSIGNMENT OF MORTGAGE; DUTIES

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

civen thenm

"Lender"*means all state tanks and trust companies

person r.akino a conventiona

47.20, subdivision 2, clause (3) or cooperative aoa
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as defined under section 47.2C, subdivision 2, clau—ii K l.

icllino lender”™ 1is a lender who sells, assicns. or transfers

the acrvlclnc of a loan, to a "ourchasinc lender cr a servlci.nc

‘im0 e «

(b) "Loan" means all loans and advances of credit

authorised under section <7.20, subdivision 1. clauses (1) to

(41 and conventional leans as defined under section 47.20,

subdivision 2, clause (31 or cooperative apartment 1loan as

defined under section 47.20, subdivision 2, clause (41.

Icj "tscrow account*® means. escrow, asencv. or similar

account for the payment of taxes or insurance premiums with

resoect to a mortoaced one-to-four family, owner occupied

residence located in this state.

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

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

Subd. 2. [ASSIGNMENT OH SALS Or HOHTGAGS LOANS.1 If the

servicing of mortcaoc loans financino one-to-four family owner

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

eanother person:

The notification must induce the .name, address, and telephone

nurtber of the person who will assume responsibility for

servicing and accept payments for the mortcaoc loan and the

notification must also induce a detailed written financial"”

breakdown, 1including but not United to, interest rate, monthly

payment amount, and current escrow balance:

(2) the purchasing lender shall issue corrected coupon or

pa"— .ent books, 1if used, and shall provide notification to the

nortcaoor within 20 davsafter the first payment to the

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

number of the person from whom the mortgagor can receive

loan, and shall
9

regarding the mortcaoe

information recardinc the servicino of the

inform the r.ortcaoor of anv chances made

escrow accounts or servicinc reeulrements 1including, but not

limited to, 1interest rate, monthly oavment amount, and current
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escrow balance: and -

(31 the ourchasinc lender shall respond -within 15 business

davs to a written request for information from a mortcaoor. A

eeritsen response must Include ti.e telephone number of the

csmsanv representative who can assist the nortcaoor*.

Subd. 3. (ADMINISTRATION Or ESCROW ACCOUNTS.) Each lender

recuirino funds of a nortcaoor to be paid into an escrow account

for oavnent of taxes or 1insurance premiums with respect to a

wortcaoed one-to-four family owner occupied residence Jlocated in

this state shall make payments for the taxes or insurance fronm

the escrow account 1in a tinelv manner as these oblic3ticns

become due provided that funds oaid into the account bv the

.mnortcaoor are sufficient for the oavnent. If there is a

shortace of funds, the lender shall promptly notify the

mortcacor of the shortace. If .the iender fails to make tinelv

sav-ents, the lender 1is liable to the r.crtcaoor for actual

canaces caused bv the failure to oav the amounts when due and is

subnect to penalties provided 1in subdivision 4, except that the

lender mav present anv lecal defense in anv subsequent hearing.

The lender is permitted to make a oavrnent on behalf of the

mortcacor even thouoh there are not sufficient funds 1in a

Subd. 4. [PENALTIES.) If a lender fails to comply with the

teeuirement"s""oT subdivisions 2 and 3, tne*J.ender is Iiagle to

the raortoaoor for S500 per occurrence, 1in addition to actual

darr.aoes caused hv the "."ni-a*ionT

innesota-Statutes -1984, section 47.20,

=

Sec. 2.

subdivision 9, is amended to read:

Subd. 9. (1) Tor purposes of this subdivision the terra

"mortgagee” shall mean all state banks and trust companies,

national banking associations, state and federally chartered

savings and loan associations, mortgage banks, mutual savings

banks, 1insurance companies, credit unions or assignees of the

above. Each mortcacee recquirinc funds of a mortc*aqg)r to be paid

into an escrow, agency or similar account for the payment of

taxes or insurance premiums with respect to a mortgaged one to

Vv
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ALASKA STATE LEGISLATURE

HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

P.O. Box Y. Slate Capitol
Juneau. Alaska 99811-3100

Mail Slop 3100
(907) 465-3991
October 15, 1986
MEMORANDUM
TO: Representative Randy Phillips

ATTN: Janet Seitz

FROM: Jay Livey Q#
Legislative Analyst

RE: Laws Regarding the Out-of-State Sale of Mortgage Loan Servicing
Portfolios

Research Request 87.018

You asked that we research the laws of other states regarding the
out-of-state sale of mortgage loan servicing portfolios. Some mortgage
lenders sell mortgage loan servicing portfolios to other financial insti-
tutions rather than servicing all the loans that they originate. To the
consumer, this means that a financial institution other than the origina-
tor of their loan will be responsible for collecting monthly mortgage pay-
ments as well as processing any other paperwork involved with themortgage
loan agreement. Currently, there are no laws iIn Alaska which restrict or
regulate the out-of-state sale of these servicing portfolios.

According to Mary Pfaff of the Mortgage Bankers Association of America
(MBAA), Minnesota is the only state that has enacted legislation concern-
ing the out-of-state sale of mortgage loan servicing portfolios. Minne-
sota law requires homeowners to be notified that their mortgage will be
serviced by another Tfinancial institution and imposes a $500 penalty on
mortgage servicers if they are negligent in servicing a loan.

Janet Frank, of the Mortgage Bankers Association of America, also noted
that the Association has adopted guidelines regarding the servicing of
mortgage portfolios. A summary of these guidelines follows:

1. Centers servicingmortgage portfolios should provide adequate
toll-free telephone service for borrowers.

2. An efficient procedure for handling complaints should be
established.
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3. Simple assumptions (i.e.,those not requiring permission from an
investor) should be processed within 30 days.

4. If a borrower has an escrow account, tax and insurance bills
received fifteen days before discount or penalty dates should be
paid by those dates. An escrow analysis should be completed on
each mortgage account annually to assure that sufficient funds
are available for insurance and taxes.

5. AlIl mortgage payments should be processed within twenty-four
hours of receipt by the mortgage company.

6. If servicing is to be transferred, a notice of transfer should be
sent to the borrower by both the old and new servicers. The
notice should provide all the information needed by the borrower
to guarantee the efficient transfer of the servicing including:
nane, address and phone number of new servicer, the effective
date of the transfer, instructions concerning interim payments
and the name of a coniact individual associated with the new
servicer.

We have been waiting to receive a copy of the Minnesota law pertaining to
the out-of-state sale of portfolios before completing this memorandum.
This law has not yet arrived; we will send you a copy when it does. In
the meantime, you should be able to obtain a copy directly from Lucille
Steets, President of the Alaska Mortgage Bankers Association. She can be
reached iIn Anchorage at the National Bank of Alaska (265-2860). Also, a
copy of the MBAA guidelines has been attached to this memorandum.

I hope that this information is useful. IT you require additional
research, please do not hesitate to contact us.
JL

Attachment
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MORTGAGE BANKERS ASSOCIATION OF AMERICA
Mortgage Servicing Guidelines

This document suggests general guidelines for the
erformance of residentral mortgage servicing. The Mortﬁage
ankers Association of America recommends adherence to these
guidelines whenever possible. It recognizes however that the
practice of individual mortgage companies may vary for one or
more reasons, including local custom or re?ulatlons, the
pressure of year-end volumes, the impact of large transfers of
servicing, or the nonperformance of third-party vendors. In
recommending adoption of these guidelines, the MBA reco%nlzes
that meeting the time frames for performance described herein
may not always be possible. The time frames do, however,
represent general guidelines of practice.

Customer Service

Mortgage companies' servicing centers should provide
ade?uate local, toll-free or collect-call telephone service for
mortgagors. Recoqnlzmg that every company will experience
periods of peak telephone volume (which w ill cause mortgagors to
get a busy signal), the number of incoming telephone lines

should be adequate to handle the average volume of calls.

Complaint Procedures

In any customer-related business, there are complaints.
Every company should have a well-thought-out procedure for
handling complaints promptly. Although some matters are complex
and therefore slow to resolve, complaint procedures should
provide él) for an initial response to the mortgagor,
acknowledging the matter within five (5) business days, (2) for
continuous follow-up until the matter is resolved, (3) for
notice of the resolution of the matter to the mortgagor, and (4)
for regular reporting to senior management on the volume and

nature of complaints.

Re?ulatory agencies also receive inquiries and
complaints. To facilitate the agencies' role as conduits,
mortga%e companies should designate individuals to expedite
regulators' issues. Individuals so designated should have the
authority and resources available to resolve such complaints.
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Discharge (Payoff)

Mortgage companies should make a good-faith effort to
process mortgage discharges by sending completed documentation
to the mortgagor or by filing documentation iIn accordance with
state regulations within thirty (30) days (or as otherwise
required by law). If documents are not available, or if a
temporary backlog exists, companies should make a good-faith
effort to satisfy their obligation to mortgagors by the use of
alternatives, such as estoppel certificates.

Written requests from mortgagors (or their designees) for
discharge information should be answered within five (6)
business days.

Assumption Processing

When all necessary information has been received frcm
buyer and seller; a simple assumption (which does not require
permission from an investor or processing of an application)
should be processed within thirty (30) days.

More complex assumptions— those on which the interest rate
adjusts to market rate or that require an investor®s
permission--cannot be processed on a fixed schedule. Mortgage
companies are nevertheless responsible for handling these
assumptions promptly, apprising mortgagors of delays outside of
their control.

New-Loan Processing

Payment instructions should be provided to mortgagors at
least five (5) days before their first payment is due.. All data
required to properly service a mortgage should be entered into
the mortgage company®s records within twenty (20) days of the
due date of the first payment.

Whenever servicing is transferred to a new servicer,
notice of the transfer of servicing should be received by the
mortgagor at least five (5) days before the due date of the
mortgagor®s next scheduled payment. If notice of transfer of
servicing is not given in a timely fashion, the mortgagor®"s
payment should be accepted, receipt of payment and a. notice of
transfer of servicing should be sent to the mortgagor; and the
payment, should be remitted to the new servicer.
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Payment of Mortgagor®s Taxes and Hazard Insurance

For mortgagors with escrow (impound) accounts, the
following standards apply: Tax bills received fifteen (15) days
before discount or penalty dates should be paid on or before
those dates. Hazard insurance bills received fifteen (15) days
before the due date of payment should likewise be paid on or
before the due date.

Mortgage companies are responsible for tax penalties and
insurance cancellations, except iIn cases where a mortgagor has
received a bill and has failed to remit it to the mortgage
company within fifteen (15) days of the due date.

Mortgage companies are plainly responsible for losses
resulting from nonpayment or delinquent payment of a mortgagor®s
taxes or insurance premiums caused by the negligence of the
mortgage companies® employees or by procedural omissions. As a
measure of protection for mortgagors and investors, mortgage
companies should maintain insurance coverage for errors and
omissions consistent with the standards of the Federal National
Mortgage Association.

To ensure that sufficient funds are accrued to pay taxes
and insurance premiums, mortgage companies should perform a
complete escrow (impound) analysis on every mortgagor®"s escrow
(impound) account at least once a year. The analysis should
clearly show how the new payment amount has been calculated and
should be received by the mortgagor at least ten (10) days
before the effective date of changes in payment.

Mortgage companies should not insist that mortgagors remit
a changed payment amount while the companies are conducting
research In response to a substantive objection to escrow
(impound) analysis. By this guideline, temporary suspension of
a payment change does not apply, for example, when a mortgagor
objects to the need for an escrow (impound) -account or to the
standard industry method of calculating escrow (impound)
payments.

Payment Processing

On a nonaccelerated mortgage, i1f a mortgage payment 1is
made in an amount equal to the current monthly payment, or in an
amount equal to the current monthly payment plus the amount of
past-due payments along with accrued late charges, it should be
processed within twenty-four (24) hours of receipt by the
mortgage company. A late charge should not be assessed i1f full
payment has been received before the date late charges are
authorized in the mortgage documents.
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Forbearance

Mortgage companies should not institute foreclosure action
while 1investigating a reasonable customer dispute concerning
payments received. Forbearance from foreclosure is not urged
when a chronically delinquent mortgagor appears to be raising
the issue only to forestall foreclosure action. If the mortgage
company has made an error concerning payment, it will seek to
ensure that the customer®s credit rating iIs not affected, by
correcting payment records and, 1f needed, by correcting
information already submitted to a credit-reporting agency or to
another lender.

Transfers of Servicing

When making transfers of servicing, sellers and buyers
have a responsibility to each other and to the mortgagors whose
loans are transferred. In such transactions, mortgage companies
should have a contract that details their several
responsibilities and provides a timetable for completing
agreed-upon tasks. In undertaking large transfers, sellers and
buyers should make certain that sufficient manpower and
facilities are dedicated to the transfer to ensure that their
obligations to one another and to mortgagors are met. The
following 1s a list of the principal responsibilities of sellers

and buyers:

Sellersl Responsibilities. It is recommended that sellers
should:

1. Send a notice of transfer of servicing to mortgagors,
which includes:

0 The effective date of transfer to the buyer;

o The new servicer's name, address, and telephone number
(toll-free number, if available);

0 The name of a referral person or department in they
buyer®s company;

o Instructions concerning interim payments (until notice
of the transfer of servicing is sent from the buyer);

0 Reassurance that the transfer of servicing does not
affect the terms and conditions of the mortgage;
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o Information about mortgage life insurance, mortgage
disability insurance, or any other form of optional
mortgage insurance, 1T applicable.

2. Provide the hazard insurance agent or carrier with a
notice of transfer in the form of a corrected mortgagee
clause.

3. Notify the tax-bill service or taxing authority of the
transfer, 11t applicable.

4. Notify the FHA, VA (in the case of loans in foreclosure),
or mortgage insurance company of the transfer.

5. Bring escrow (impound) accounts current by paying
outstanding bills. {

6. Transfer escrow (impound) balances and buydown subsidy

funds to the buyer, together with any interest owing to
the mortgagor.

7. Provide the following documents and information to the
buyer,, when appropriate:

o Complete loan files or photocopies and/or microfiches
of loan files;

o Insurance policies or certificates and related
correspondence, 1including any pending loss claims;

o Contracts with a tax-bill service or a listing of
tax-service contract numbers, if applicable;

o Servicing history, such as the last twelve months®
payments and disbursements and the last escrow
analysis;

o Collection history on all loans;

0o Foreclosure information on loans transferred during the
foreclosure process;

0 Bankruptcy information and documents;

0 Pending payoff and/or assumption statements;

o Other information concerning pending items, including,
for example, partial releases, mortgage life or

mortgage disability claims, and any matters in
litigation;
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0 Photocopies of letters and notices concerning the
transfer of servicing addressed to mortgagors, hazard
insurance agents and carriers, tax-bill services, the
FHA, the VA, mortgage insurance companies, etc.

8. When the physical transfer of servicing is completed:
0 Answer mortgagors® questions about the transfer;

o Forward mortgage payments daily to the buyer (for a
period of at least thirty (30) days);

o Forward correspondence, bills, receipts, and documents
relating to the transferred loans promptly.

Buyers® Responsibilities. It i1s recommended that buyers should:

1. Send a notice of the transfer of servicing to mortgagors,
recapitulating and elaborating on the information
contained in the seller™s notice. The buyer®s notice
should be sent concurrently with the seller®s, or shortly

thereafter..
2. Prepare for the transfer of servicing py ensuring that
adequate facilities and staff are available to set up loan

information from transferred files quickly.

3. Conduct a legal review of state requirements before buying
servicing, inorder to ensure compliance with state laws,
=statutes, and regulations and with industry standards for
servicing.

4. When the transfer of servicing is completed:

0 Respond to mortgagors®" questions and requests
concerning payoffs, assumptions, year-end statements,
servicing practices (e.g., procedures for making
payments, acceptance of toll-free or collect telephone
calls), etc. (A buyer should make every effort to
avoid referring mortgagors back to the previous
servicer. If a mortgagor®"s request cannot be honored
without recourse to the seller, it is the buyer, not
the mortgagor, who should communicate with the seller);

o Handle questions from insurance agents or carriers,
taxing authorities, government agencies, etc.;
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o Practice forbearance with mortgagors when sorting out
transfer-related problems (delinquencies/ the
assessment of late charges).

Training

Mortgage companies should provide training to all
employees, so that they do their work well and are able to
provide informed service to mortgagors.
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Mortgage Bankers Association of America

Vista International - Washington, D.C.
September 4 -5, 1986
RESOLUTION
SUBJECT: Mortgage Servicing Guidelines

BE IT RESOLVED' TEAT:

The Mortgage Bankers Association of America recognizes that
the attached Mortgage Servicing Guidelines generally describe
proper residential mortgage servicing and therefore recommends
adherence to these guidelines by its membership.

EXPLANATION:

/ Recent attempts by state legislators to regulate certain aspect
nf mortpap,e servicers' relationships with their customer
prompted the Servicing Committee and State ana uses!- MBA”
Liaison Committee to recommend the establishment of uniform
mortgage servicing guidelines. A group comprised of members
from both of these committees drafted the attached document.
These Mortgage Servicing Guidelines are intended as a set of
suggested business practices that the industry should strive
to meet in order to protect its customers and protect the industry
from unnecessary regulation.

kkhkkkkkkhkkkkhkhkkkkhkkkk*k

RECOMMENDATION OF: Executive Committee
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MORTGAGE BANKERS ASSOCIATION OF AMERICA

Mortgage Servicing Guidelines

This document suggests general guidelines for the
performance of residential mortgage servicing. The-Mortgage
Bankers Association of America recommends adherence to these
guidelines whenever possible. It recognizes however that the
practice of individual mortgage companies may vary for one or
mere reasons, including local custom or regulations, the
pressure of vear-end volumes, the impact of large transfers of
servicing, or the nonperformance of third-party vendors. In
recommending adoption of these guidelines, the MBA recognizes
that meeting the time frames for performance described herein
may net always be possible. The"time frames do, however,
represent general guidelines of practice.

Customer Service

Mortgage companies® servicing centers should provide
adequate local, toll-free or collect-call telephone service for
mortgagors. Recognizing that every company will experience
periods of peak telephone volume (which will cause mortgagors to
get a busy signal), the number of incoming telephone lines
should be adequate to handle the average volume of calls.

Ccmolaint Procedures

In any customer-related business, there are complaints.
Every company should have a well-thought-out procedure for
handling complaints promptly. Although some matters are complex
and therefore slow to resolve, complaint procedures should
provide (1) for an initial response to the mortgagor,
acknowledging the matter within five (5) business days, (2) for
continuous follow-up until the matter is resolved, (3) for
notice of the resolution of the matter to the mortgagor, and (4)
for regular reporting to senior management on the volume and

nature of complaints.

Regulatory agencies also receive inquiries and
complaints. To facilitate the agencies® role as conduits,
mortgage companies should designate individuals to expedite
regulators®™ 1issues. Individuals so designated should have the
authority and resources available to resolve such complaints.
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Discharce (Payoff)

Mortgage companies should make a good-faith effort to
process mortgage discharges by sending completed documentation
to the mortgagor or by filing documentation in accordance with
state regulations within thirty (30) days (or as otherwise
required by law). If documents are not available, or iIf a
temporary backlog exists, companies should make a good-faith
effort to satisfy their obligation to mortgagors by the use of
alternatives, such as estoppel certificates.

Written requests from mortgagors (or their designees) for
discharge information should be answered within five (5)
business davs.

Assumption Processing

When all necessary information has been received from
buyer and seller; a simple assumption (which does not require
permission from an investor or processing of an application)
should be processed within thirty (30) days.

More complex assumptions— those on which the interest rate
adjusts to market rate or that require an investor®s
permission— cannot be processed on a fixed schedule. Mortgage
companies are nevertheless responsible for handling these
assumptions promptly, apprising mortgagors of delays outside of
their control.

New-Loan Processing

Payment instructions should be provided to mortgagors at
least five (5) days before their first payment is due. All data
required to properly service a mortgage should be entered into
the mortgage company®s records within .twenty (20) days of the
due date of the first payment.

Whenever servicing is transferred to a new servicer,
notice of the transfer of servicing should be received by the
mortgagor at least five (5) days before the due date of the
mortgagor®s next scheduled payment. If notice of transfer of
servicing is not given in a timely fashion, the mortgagor®s
payment should be accepted, receipt of payment and a notice of
transfer of servicing should be sent to the mortgagor; and the
payment, should be remitted to the new servicer.
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Payment of Mortcacor®s Taxes and Hazard Insurance

For mortgagors with escrow (impound) accounts, the
following standards apply: Tax bills received fifteen (15) days
before discount or penalty dates should be paid on qr before
those dates. Hazard insurance bills received fifteen (15) cays
before the due date of payment should likewise be paid on or
before the due date.

Mortgage companies are responsible for tax penalties and
insurance cancellations, except iIn cases where a mortgagor has
received a bill and has failed to remit it to the mortgage
company within fifteen (15) days of the due date.

Mortgage companies are plainly responsible for losses
resulting from nonpayment or delinquent payment of a mortgagor®s
taxes or insurance premiums caused by the negligence of the
mortgage companies® employees or by procedural omissions. As a
measure of protection for mortgagors and investors, mortgage
companies should maintain insurance coverage for errors and
omissions consistent with the standards of the Federal National

Mortgage Association.

To ensure that sufficient funds are accrued to pay taxes
and insurance premiums, mortgage companies should perform a
complete escrow (impound) analysis on every mortgagor®s escrow
(impound) account at least once a year. The analysis should
clearly show how the new payment amount has been calculated and
should be received by the mortgagor at least ten (10) days
before the effective date of changes in payment.

Mortgage companies should not insist that mortgagors remit
a changed payment amount while the companies are conducting
research in response to a substantive objection to escrow
(impound) analysis. By this guideline, temporary suspension of
a payment change does not apply, for example, when a mortgagor
objects to the need for an escrow (impound) account or to the
standard industry method of calculating escrow (impound)

payments.

Payment Processing

On a nonaccelerated mortgage, 1f a mortgage payment 1is
made in an amount ecual to the current monthly payment, or in an
amount equal to the current monthly payment plus the amount of
past-due payments along with accrued late charges, it should be
processed within twenty-four (24) hours of receipt by the
mortgage company. A late charge should not be assessed if full
payment has been received before the date late charges are
authorized in the mortgage documents.



Forbearance

Mortgage companies should not institute foreclosure action
while investigating a reasonable, customer dispute concerning
payments received. Forbearance from foreclosure is-not urced
when a chronically delinquent mortgagor appears to be raising
the 1issue only to forestall foreclosure action. Ifrthe mortgage
company has made an error concerning payment, it will seek to
ensure that the customer®s credit rating i1s hot affected, by
correcting payment records and,’if needed, by correcting
information already submitted to a credit-reporting agency or to
another lender.

Transfers of Servicing

When making transfers of servicing, sellers and buyers
have a responsibility to each other and to the mortgagors whose
loans are transferred. In such transactions, mortgage companies
should have a contract that details their several
responsibilities and provides a timetable for completing
agreed-upon tasks. In undertaking large transfers, sellers and
buyers should make certain that sufficient manpower and
facilities are dedicated to the transfer to ensure that their
obligations to one another and to mortgagors are met. The
following i1s a list of the principal responsibilities of sellers

and buyers:

Sellers® Responsibilities. It is recommended that sellers
should:

1. Send a notice of transfer of servicing to mortgagors,
which includes:

0 The effective date of transfer to the buyer;

o The new servicer"s name, address, and telephone number
(toll-free number, 11f available);

o The name of a referral person or department in they
buyer®s company;

0 Instructions concerning interim payments (until notice
of the transfer of servicing iIs sent from the buyer);

0 Reassurance that the transfer of servicing does not
affect the terms and conditions of the mortgage;
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.0 Information about mortgage life insurance, mortgage
disability insurance, or any other form of optional
mortgage insurance, if applicable.

2. Provide the hazard insurance agent or carrier with a
notice of transfer in the form of a corrected mortgagee
clause.

3. Notify the tax-bill service or taxing authority of the
transfer, 1f applicable.

4. Notify the FHA, VA (in the case of leans in foreclosure),
or mortgage 1insurance company of the transfer.

5. Bring escrow (impound) accounts current by paying
outstanding bills.

6. Transfer escrow (impound) balances and buydcvn subsidy
funds to the buyer, together with any interest owing to
the mortgagor.

7. Provide the following documents and information to the
buyer, when appropriate:

o Complete loan files or photocopies and/or microfiches
of loan files;

o Insurance policies or certificates and related_
correspondence, including any pending loss claims;

0 Contracts with a tax-bill service or a listing of
tax-service contract numbers, i1f applicable;

o Servicing history, such as the last twelve months®
payments and disbursements and the last escrow
analysis;

o Collection history on all loans;

o Foreclosure information on loans transferred during the
foreclosure process;

0 Bankruptcy information and documents;
0 Pending payoff and/or assumption statements;
o Other information concerning pending items, including,

for example, partial releases, mortgage life or
mortgage disability claims, and any matters in

litigation;
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0 Photocopies of letters and notices concerning the
transfer of servicing addressed tomortgagors, hazard
insurance agents and carriers, tax-bill services, the
FHA, the VA, mortgage insurance companies, etc.

8 . When the physical transfer cf servicing is completed:
0 Answer mortgagors®" questions about the transfer;

o Forward mortgage payments daily to the buyer (for a
period of at least thirty (30) days);

o Forward correspondence, bills, receipts, and documents
relating to the transferred loans promptly.

Buyers® Responsibilities. It is recommended that buyers should:

1. Send a notice of the transfer of servicing to mortgagors,
recapitulating and elaborating on the information
contained in the seller®s notice. The buyer®s notice
should be sent concurrently with the seller®s, or shortly
thereafter.

2. Prepare for the transfer of servicing by ensuring that
adequate facilities and staff are available to,,set up loan
information from transferred files quickly.

3. Conduct a legal review cf state requirements before buying
servicing, 1in order to ensure compliance with state laws,
statutes, and regulations and .with industry standards for
servicing.

4. When the transfer of servicing is completed:

0 Respond to mortgagors®™ questions and requests
concerning payoffs, assumptions, year-ena statements,
servicing practices (e.g., procedures for making
payments, acceptance of toll-free or collect telephone
calls), etc. (A buyer should make every effort to
avoid referring mortgagors back to the previous
servicer. If a mortgagor®s request cannot be honored
without recourse to the seller, i1t i1s the buyer, not
the mortgagor, who should communicate with the seller);

o Handle questions from insurance agents or carriers,
taxing authorities, government agencies, etc.;
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0 Practice forbearance with mortgagors when sorting out
transfer-related problems (delincuencies, the
assessment of late charges).

Training

Mortgage companies should provide training to all
employees, so that they do their work well and are able to

provide informed service to mortgagors.



ALASKA MORTGAGE BANKERS ASSOCIATION
P.0. BOX 4-2691/ANCHORAGE . ALASKA 99509 b C

re ceive

January 8, 1987

Representative Randy Phillips
P. 0. Box V
Juneau, AK 99811

Dear Representative Phillips:

Thank you for taking the time to meet with representatives of Alaska
Mortgage Bankers Association regarding your concerns on transfer of
mortgage loan servicing.

We have reviewed the letters you received from constituents. It would

be impossible to respond to the individual comments without having all

the information available. As you know, there is a difference in per—
spective .

Although there are exceptional instances, it is our belief that lenders
overall handle mortgage loan.servicing properly and efficiently.

Nationwide, there were probably more servicing problems in 1986 than

would normally be encountered, due to the large number of refinances

because of the rapid drop in interest rates. Although the system was
not perfect, it did work and many people benefited from reduced pay—
ments which would not have been possible without free movement within
the secondary market.

As an Association and individually, we are always willing to work with
consumers to assist them in solving problems.

Lucille Stietz
President



Sent. 15, 1986

Handy Phillips
Box 142
Basle River, AK 99577

Dear Rep. Phillins:

I read with interest the article in Sundav®"s Anchora.se Pail”” hews
regarding the transferring of mortgages from one banking institution
to another and of vour 1interest in introducing legislation to involve
the borrowers in this decision.

Last Anril 1986 I learned that the mortgage on rav hone in Anchorage
had been sold by Rainier Bank to Union Federal Savings ft Loan in
Fountain ValleyCalifornia, which is outside of Los Angeles. I

was given their address and told to direct my loan payment there.
Unfortunately for me, Rainier didn"t know- that Union received their
pavments at another mail drop 1in Los Angeles and sent out the nayr.ent

card for the following month from there. r*y cards were first directed
to "Bethel, Arkansas (AR 1" and later to "Bethel, Arizona (AZ):], nil
with an incorrect Zip Code, so | never received them. I did receive

notices of late payment charges, which were finally cleared ur> after
several telephone- calls to California.

I shall always remember Rainier Bank for letting this hapnen to my
account with them, with no nrior notice to"me.

I feel that legislation should be passed which allows for fair treatment
of borrowers, and places the responsibility on the financial body
to inform us in advance and to determine the proper procedure to

follow. As far as | know, Union has no agent in Alaska and | miss

the ability to visit the bank to have a face-to-face encounter with
a loan officer. I think the lender should provide at the very least
toll-free telephone service to their Alaska accounts. Also, 1 fell

that other financial 1institutions should he given first onnortunityv
to receive transferred accounts who have offices in Alaska before thev
are allowed to he sold to another out-of-state hank.

I susnect you will receive suite a number of letters like this one,
and 1 urce you to follow through with your nlans to curtail this
practice so that the borrower receives fair treatment.

Very truly,

Carl Berger
3.0. Box 2021
Bethel . AK 09559



P.0. Box 91875
Anchorage, AK 99509
7 October 1986

Representative Randy Phillips
P.0. Box 142
Eagle River, AK 99577

Re: Out of state mortgage companies
Dear Representative Phillips,

When 1 talked to you on the phone last week about the problems
I have been experiencing with the mortgage company who bought the servicing
rights to my mortgage, | was very pleased that you are considering introducing
legislation to protect Alaskan home buyers from mortgage companies.

As | promised, I am writing to you some of the experiences 1 have
been having wjli®) respect to service from mortgage companies. The company
who bought the servicing to ray contract, Manufacturer 3 Hanover Mortgage
Corporation (MHMC) is a very large company, who handles hundreds of thousands
of accounts in order to make the little money they make from any one account
add up. My contract is a Preferred Account Mortgage (PAM), also sometimes
known as a secured funds account. As | explained to you, this type account is
unique in that funds are placed into a savings account at closing, and each
month, a portion of these funds are taken out by the mortgage company to
pay part of the monthly payment. This makes property more affordable for
consumers who have more than the minimum ammount necessary for a down payment.

My contract specifically states that interest is to be paid on the
funds in the account at an interest rate to be agreed upon by the borrower
and the financial institution. Since MHMC took over the servicing of the
contract, ttw-ey have paid about $52.00 over a period of 24 months. At
no time have 1 been informed of the interest rate that they are paying.
For comparison, during the first 3 months of the contract when it was serviced
by a local firm, 1 earned $102 in interest. | now know that MHMC is no
longer paying interest on the account, and has not paid any interest on the
account since the first month. This is despite the fact that they wrote to me
in aAetter after they stopped paying interest that they were indeed paying
interest in accordance with the conditions of my contract.

Additionally, they have succombed to the wishes of the mortgage
insurance company to increase my yearly premium by a factor of almost 2.0.
It turns out that the mortgage insurance company made a mistake when they
quoted the rate for the insurance before I closed the mortgage. The rate
I and the mortgage company are contractually obligated to is the only one 1
have agreed to paying, but MHMC has already taken additional funds from my
escrow account and did then increase my monthly payment to make up for the
difference.

I could go on for several pages about other mistakes they have made,
but 1 would rather get to the point of preventing such occurrences for other
Alaskans.
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Representative Randy Phillips
7 October 1986

One item of significance in the situation that | believe is of
utmost importance to include in lesislation is that the buyer must receive
from the mortgagee servicing agent each year, preferably with his statement of
interest paid, is an accounting of his payments for the year. In my case, it
took about 19 months of pleading with MHMC to get this account information. I
now suspect it was because they knew 1 would find out all the other mistakes
they had made of which | was not previously aware. 1"m sure that large mortgage
companies will tell you that it is unnecessary, and that the buyer can have the
information any time he asks, but my case is one in point that a law is needed
to force the requirement. Punishment for not providing the information on
time should not be severe for the first occurrence, but increasingly severe
for additional occurrences. Of more importance, however, is legislation to
provide a legal time limit in which the mortgage company must correct their
mistakes after having it brought to their attention. Six months to a year would
not be unreasonable. Mortgage companies will scream about this requirement,
but 1 hope that you will, not back down to them.. A repectible mortgage
company would be gla.d to get the account straightened out in much less time
than that; only a mortgage company who does not care about the people who pay
them will be reluctant to work to correct their mistakes. They will also be
sore that they now will have to do something they have not had to do before.
Punishment for even the first instance of not straightening out an account in
the allotted time should be severe - possibly $500 to $1000, and paid to the
State of Alaska Consumer Protection Agency.

One additional item | believe is necessary: a mortgage company
should be required to inform the buyer in advance when a payment is to be made
out of the escrow account for any item not specifically spelled out in the
contract as an item to be paid from the escrow account. In my case, funds were
taken from escrow for an assessment that was supposed to be paid by the builder.
Even if the builder did not pay, the title insurance was to pay for it, but I
did not know about all this until after funds were taken from the escrow
account. It took much time and patience to get the money back from the
Municipality.

I would be happy to work with ycu on the legislation on this,
because | have certainly learned a lot from this experience about how little
a home buyer can do to get action on the part of an outside mortgage company.

My day phone number 1is 277-5605, and the evening phone is 258-2184,
Thank you for your interest in this matter, and | look forward to hearing from
you soon.
Sincerely,
fj1'ci.txtD
Michael Smith
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August 6, 1986

Randy Phillips:

This a plea for assistance to try to eliminate

a problem 1 have recently encountered.
Lately 1 have been trying to refinance two
properties. To facilitate refinancing, it was necessary to

get a "Statement of payoff"™ from the mortgage company holding
the present 1loan. The original loan had been sold to a
mortgage company in Maryland. So far it has been nearly ten
weeks since the request for payoff was submitted, both written
and verbal. It seems after repeated communications with the
mortgage company that someone 4000 miles away does not deserve
any attention whatsoever. Needless to say, it has been extremely
frustrating trying to deal with these people.

I have contacted the State Banking & Securities
Commission and found there are no laws, regulations or
anything to control the selling of mortgages. According to the
person | spoke with, there have been numerous complaints about
OQutside companies "stonewalling”™ Alaska residents trying to
get informatior”necessary to close on a sale or refinance of a
property. It was also pointed out that mortgage companies
are not considered banks and therefore are basically
unregulated.

It is my request that legislation be 1initiated

to place some controls on the selling of mortgages. If they

are to be sold, the buyer of the papers should be required



maintain an office in the State of Alaska, thereby

guaranteeing access by the residents of Alaska. This control

should be legislated to include both banks and mortgage companies.
Thank you for any assistance you may give to

alleviate this problem in the future for Alaska citizens.

Nobody should have to go through the frustrating experience

of dealing with these companies by 1long distance.

4AS - S|oC UO;
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Introduced: 2/9/87 5-0A56A
Referred: Labor & Commerce
and Finance

IN THE HOUSE BY PHILLIPS
HOUSE BILL NO. 112
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the servicing of certain vresiden-
tial housing mortgage loans purchased by the Alaska
Housing Finance Corporation."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56 is amended by adding a new section to read:

Sec. 18.56.135. LOAN SERVICING REQUIREMENTS. (a) If the ser-
vicing of a loan is sold to another person, the seller shall notify
the mortgagor of the sale within 10 days after the actual date of the
sale. The notification must include

(€D) the name, address, and telephone number cf the person
who will assume responsibility for the servicingand accept payments
for the loan;

(2) a detailed written financial breakdown of the loan,
including the interest rate, monthly payment amount, and current
escrow balance.

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

(¢)) issue to the mortgagor <corrected coupon or payment
books, if used;

(2) within 20 days after the due date of the first payment
to be made to the purchaser,

(A) notify the mortgagor of the name, address, and
telephone number of the person from whom the mortgagor can re-

ceive information regarding the servicing of the loan;

HBO112A -1- HB 112
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(B) inform the mortgagor of changes made regarding the

loan escrow account or servicing requirements, including the
interest rate, monthly payment amount, and current escrow
balance.

(c) A loan servicing agent shall respond within 15 business days
to a written request for information from the mortgagor. The written
response must include the telephone number of the agent®"s representa-
tive who can assist the mortgagor.

(d) If a mortgagor of a loan is required to maintain funds in an
escrow account to cover the payment of the tax or insurance obliga-
tions for the mortgaged property, the loan servicing agent shall make
each tax or insurance payment in a timely manner as the obligations
become due if the funds in the account are sufficient to cover the
payment. If the funds 1in the account are insufficient to make the
payment, the loan servicing agent shall promptly notify the mortgagor
of the shortage and may make the payment on behalf of the mortgagor.

(e) If a person wilfully or negligently fails to comply with
this section, the person is liable to the mortgagor for

(1) the actual damages caused by the failure; and
(2) $500 for each failure to comply.
() In this section
(1) "loan"™ means a mortgage loanpurchased by the corpo-
ration under a residential housing loan program authorized by this
chapter;
(2) "loan servicing agent” means the person whoservices a

loan.

HB 112 -2- HBO112A






SENATE COMMITTEE REPORT

FURTHER:

5/6/87
DATE TURNED INTO OFFICE

Mr. President:
FINANCE Committee considered CSHB 112(Fin)

servicing of certain residential housing mortgage loans purchased
by the Alaska Housing Finance Corporation.

and recommended:

[**replace with CS FOR ) [~same title
[ 1 or adopt CS FOR ) [ new title

[ 1 attached amendment(s) and

i~do pass

] do not pass
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] individual recommendations
1 further referral to
] letter of intent adopted
Committee [ ] attached or [ ] adopted fiscal note(s)
[fr-Tnew [ 1] updated or [ 1 previous
ZrPt* fr~'zero [ ] fiscal impact

[ 1] Committee Backup Attached



STATE OF ALASKA BILL VERSION: SCSCSHB 122 (Fin)
1988 LEGISLATIVE SESSION PUBLISH DATE:

REQUEST FISCAL NOTE

Revision Date: . Agency Affected:
Title: Servicing of residential nguy /sc]aska H
mortgage loans purchased by AHFC orporat|

Sponsor: _RPp Randy Phillips Components..
Requestor: Senate Finance Committee

of R

e Revenue
oB Ing F| nce
on

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY §9 "FY 90 FY 91 FY 92 FY 93
PEK%/%’EAL SERVICES

NTRACTUAL
PPLIESCTU

%WRES

TOTAL OPERATING 0 0 0 0 0
CAPITAL

REVENUE
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IN THE HOUSE BY THE FINANCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 112 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the servicing of certain residen-
tial housing mortgage loans purchased by the Alaska
Housing Finance Corporation.”
BE ITENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 18.56 is amended by adding anew section to read:

Sec. 18.56.135. LOAN SERVICING REQUIREMENTS. (a) If the ser-
vicing of a loan is sold to another person, the seller shall notify
the mortgagor of the sale within 10 days after the actual date of the
sale. The notification must include

(1) the name, address, and telephone number of the person
who will assume responsibility for the servicing and accept payments
for the loan;

(2) a detailed written financial breakdown of the loan,
including the interest rate, monthly payment amount, and current
escrow balance.

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

(1) issue to the mortgagor corrected coupon or payment
books, if used;

(2) within 20 days after the due date of the first payment
to be made to the purchaser,

(A) notify the mortgagor of the name, addres:
telephone number of the person from whom the mortgagor can re-
ceive information regarding the servicing of the loan;

-1 - SCS CSHB 112(Fin)
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(B) inform the mortgagor of changes made regard

loan escrow account or servicing requirements, including the

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

ance .

(c) A loan servicing agent shall respond within 15 business days
to a written request for information from the mortgagor. The written
response must include the telephone number of the agent'.s representa-
tive who can assist the mortgagor.

(d) If a mortgagor of a loan is required to maintain funds in an
escrow account to cover the payment of the tax or insurance obliga-
tions for the mortgaged property, the loan servicing agent shall make
each tax or insurance payment in a timely manner as the obligations
become due if the funds in the account are sufficient to cover the
payment. If the funds in the account are insufficient to make the
payment, the loan servicing agent shall promptly notify the mortgagor
of the shortage and may make the payment on behalf of the mortgagor.

(e) In this section

(D "loan" meansa mortgage loan purchased by the corpo-
ration wunder a residential housing loan program authorized by this
chapter;

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

the Alaska Housing Finance Corporation that services a loan.

SCS CSHB 112(Fin) 2-
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Attachment to Bill Analysis

Under Section b(2)(B) changes in the loan escrow are governed by
the Deed of Trust. Loan escrows are also regulated under federal laws.

Section C is to open ended as proposed. There is no limit on the
kind of -or number of requests a servicer will be required to respond to.

Again, under Section D, Loan Escrows are governed by federal laws.
Section E refers to penalties that can be assessed. It is our
understanding that AHFC would not be expected to enforce these penalties,

since AHFC is not set up to be an enforcement agency. It may be useful to
delineate how the penalties are to be enforced.

Page 2 of 2



A laska State Legislature

House
P.O. BOXV
o State Capitol
Offcial Busines REPRESENTATIVE RANDY PHILLIPS ~ Juneau, Aleska

House Distric

t 15
(907) 465-4949

TO: Members, Senate Committee on Finance
FROM: Rep. Randy PhilIip&F"-,P
DATE: April 29, 1988

SUBJECT:CSHB 112 (Finance) "An Act relating to the servicing
of certain residential housing mortgage loans purchased by the
Alaska Housing Finance Corporation.”

| introduced HB 112 in response to a number of complaints my
office received from Alaskans who had experienced problems
resulting from having their mortgages sold to Outside mortgage
companies. The purpose of this legislation is to provide some
guidelines that the mortgage companies must follow in order to
allow the homeowner to receive information about their
mortgage in a timely manner. HB 112 is modelled after a
lt\J/IjTlnesota statute passed in 1986. Some of the features of the
| are:

*Limited to AHFC mortgages

*The selling lender shall notify the mortgagor of the sale no
less than ten days after the actual transfer,

*Notification must include the name address, and telephone
number of the person who will assume responsibility for the
servicing and accept payments for the mortgage loan.

*Notification must include a detailed written financial
breakdown including, but not limited to, rate of interest,
payment amount, and current escrow balance.

*The purchasing lender shall respond within fifteen business
days to written requests for information from a mortgagor. A
written response must include the telephone number of a
company representative who can assist the mortgagor.

*Payments made from an escrow account for taxes and insurance
must be made in a timely manner as they become due, provided
there are sufficient funds for payment. If there is a
shortage of funds the lender shall promptly notify the
mortgagor.



*The lender is permitted to make payments on behalf of a
mortgagor, even if there are not sufficient funds in the
escrow account.

With passage of HB 112 | hope to provide some protection for
homeowners in an area of which has been plagued with a number
of problems, and to hopefully encourage better business
practices.
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KIKKESOTA
Regular Session

Chapter 358, Laws 1986
House Bill No. 1984

AN ACT

relating to commerce; regulating securities;

regulating the assignment of certain real property
loans and the administration of certain escrow
accounts; providing certain exemptions; regulating
real estate brokers pnc salespersons; modifying
re-examination requirements; providing trust account
requirements for licensees acting as principals;
granting certain enforcement powers to the
commissioner; providing certain remedies; requiring
storage of abstracts of title within Minnesota;
amending Minnesota Statutes 1984, sections <7.20,
subdivision 9; 80A.K, subdivision 16; 80A.15,
subdivision 1; 82.17, subdivision 4; 82.22,
subdivisions 3, 6, and 13; 62.24, subdivision 2;
82.26; 82.27, subdivision 1; 82.33, subdivision 2;
386.375; and Minnesota Statutes 1985 Supplement,
sections BOA.13, subdivision 1; BOA.15, subdivision 2;
and 82.19, subdivision 3; proposing coding for new law
in Minnesota Statutes, chapter 47.

BE.IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA;

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

Subdivision 1. [DEFINITIONS.] For the purposes of this
section, the terms defined.in this subdivision have the neanincs
civen them.

(a] "Lender"*means all state banks and trust companies,
national banking associations, state and federally chartered
savjncs and loan associations, mortcace banks, mutual savincs
banks, 1insurance companies, credit unions r.akinc a loan, or any
person makino a conventional loan as defined under section

47. 20, subdivision 2, clause (3) or cooperative acart.-r.ent loan
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as defined under section <7.20, subdivision 2, clauce | ,.

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

the servicine of a loan, to a ""ourchasinc lender cr a servicinc

", X _ o
acent.M %

(b) "Loan" means"all loans and advances of credit

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

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

subdivision 2, clause (3) or cooperative apartment loan as

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

(c) "Escrow account" means. €SCrow, acencv, or similar

account for the payment of taxes or 1insurance premiums with

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

residence located in this state.

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

trust, partnership or association, or anv other iecal entity.

Subd. 2. [ASSIGNMENT OH SALE OF MORTGAGE LOANS.) If the

servicing of inortcace loans financing one-to-four family owner

"occupied residences located in this state is sold or assigned to

another person!
C

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

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

The notification must induce the -name, address, and telephone

number of the person who will assume responsibility for

servicing and accept payments for the mortoaoe loan and the

notification must also induce a detailed written financial*®

breakdown, 1including but not limited to, interest rate, monthly

payment amount, and current escrow balance;

(2) the purchasing lender shall issue corrected coupon or

payment books, 1if used, and shall provide notification to the

nortcaoor within 20 davs after the first payment to the

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

*\

number of the person from whom the mortgagor can receive
*

information recardino the servicing of the loan, and shall

inform the nortcaoor of any chances made regarding the mortcaoe

escrow accounts or servicinc recuirements including, but not

limited to, interest rate, monthly oavment amount, and current
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C Vv
~escrow balance; and m
(3) the purchasinc lender shall resoonc -within 15 business

days to a written recruest for information from a mortcacor. A

written response must include the telephone number of the

company representative who can assist the nsrtctoors.
Subd. ﬁ; (ADMINISTRATION Or ESCROW ACCOUNTS.] Each Ienqg[.

reouirino funds of a mortcacor to7be paid into an escrow account

for pavment of taxes or insurance premiums with respect to a

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

this state shall make payments for the taxes or Insurance from

the escrow account in a timely manner as these oblications

become due provided that funds paid into the account bv the
mortcaoor are sufficient for the payment. If there is a

shortace of funds, the lender shall promptly notify :he

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

the lender 1is liable to the mortcaoor for actual

payments,
damages caused by the faifure to oav the amounts when due and is
subject to penalties provided in subdivision 4, except that the

lender mav present anv leoal defense in anv subsecuent hearing.

The lender is permitted to make a payment on behalf of the
mortcacor even thouoh there are not sufficient funds in a

particular account to cover the payment.
Subd. 4. (PENALTIES.) If a lender fails to comply with the

pecuirements of subdivisions 2 and 3, tne”~lenoer 1is liable to

the mortoaoor for S500 per occurrence, 1in addition to actual

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

subdivision 9, is amended to read:
«
Subd. 9. (1) For purposes of this subdivision the term

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

national banking associations, state and federally chartered

savings and loan associations, mortcaoe banks, mutual savings

banks, 1insurance companies, credit, unions or assignees of the

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

into an escrow, agency or similar account for the payment of

taxes or insurance premiums with respect to a mortgaged one to



Senator Fred F Zharoff

lii_ﬂ“E ; F‘. A Iasfza State L-§%ﬂflﬁﬁﬁk%§
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AAKAPENNELLA « ABUTIANCHAN « ERISTCLBAY « KCDIAKIERD'S [AE CLARKLAGE ILIAVNA « FRBILCFISLANCS « SHUVAGINISLANCS

MEMORANDUM
TO: Senator Rick Halford
Co-Chairman _
Senate Finance Committee
FROM: Senator Fred F. ?
DATE; April 22, 1988 V
RE: Senate Bill 475 - "An_Act establishing the Tugidak Island Critical

Habitat Area; and providing for an efféctive date."

SB 475 establishes the Tugidak Island Critical Habitat Area on a state-owned
84,480 acre island approXimately 16 miles southwest of Kodiak Island, = The
bill carries a zero fiscal note.” The intent of the bill is that the Division
of Habitat not prepare two critical  habitat area management plans
concurrently, but instead adhere to |t? eX|st|n% schedule of one plan per year
and take up’ Tugidak Island when the plans for the previously-created critical
habitat areas are completed.

| respectfully request the Finance Committee referral be waived for SB 475.
Attached are the Department of Fish and Game and the Department of Natural

Resources fiscal notes, Tugidak Island maps, and a general description of the
island's habitat. Thank you for your consideration 0f this request.
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SB 475 +

SLANDS



AK DEPT OF FISH&GAME HABITAT ANC P.04

DRAFT 2/88

PROPOSED TUGIDAK ISLAND CRITICAL HABITAT AREA
BACKGROUND INFORMATION

LOCATION: The proposed Tugidak Island Critical Habitat Area
is located approximately 15 miles south of Kodiak Island and
is part of the Trinity Islands group.

AREA DESCRIPTION: The proposed Tugidak Island Critical
Habitat Area is a large treeless, low lying island. Among
its unique features is a large shallow lagoon and barrier
spit complex at its northern end,

LAND STATUS; The proposed critical habitat area encompasses
approximately 84,480 acres and is entirely state-owned Iland
and water. It is located within the Kodiak Island Borough,

JUSTIFICATION: Tugidak Island is unique in the Gulf of
Alaska not only because of its unusual number of extremely
productive and diverse fish and wildlife habitats but also
because those habitats have remained in a relatively
natural, undisturbed state. To date very little human
disturbance has occurred on the island to threaten the
vulnerable groundnesting birds, harbor seal pupping areas
and rich lagoon environment.

Marine Mammals: Tugidak is most renowned for its harbor
seal population. Tugidak Island has historically supported
one of the largest harbor seal populations in the world,
estimated at 15,000 to 20,000 animals with peak
concentrations of hauled out seals reaching 14,000 at a
time. Tugidak Island is also a major pupping area for
harbor seals in the Gulf of Alaska with annual production
once estimated at a high of 5,500 pups. That population is
now substantially depressed but remains one of the largest
known. Seals haul, pup, and molt on beaches found along the
west and northeast side of the island and in the vicinity of
the mouth of the lagoon.

Sea otters are common in the nearshore waters around Tugidak
Island. Approximately 400 to 700 sea otters are found in
the wvicinity of Tugidak Island, with medium to high
densities along the south side of the island,

Birds: The interspersion of many different habitat types on
Tugidak Island associated with cliff and bluff shores? sand
and rocky beaches? spits, bars and tideflats; freshwater
streams and lakes? saltwater marshes and lagoons? vast
eelgrass beds? freshwater wetlands? and uplands attracts
some of the greatest diversity of bird life known to nest on
and visit any one island in the Gulf of Alaska.
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The island serves as a valuable spring and fall resting and
feeding area and aB a production area for birds migrating

from the Pacific coast of North America. Because Tugidak
Island is low, treelesB, and free of introduced predators,
all birds nest on the ground and are particularly
susceptible to habitat destruction, predation, and
trampling.

0 At least 56 species of birds occur on Tugidak Island.
Thirty eight specieB are known to nest there, and 26 of
these species are considered common or abundant.

0 Wetland habitats throughout the island provide nesting

habitat . for waterfowl, shorebirds, tundra swans and
loons, with wetlands habitats along the south shore
supporting nesting concentrations of mallards,

pintails, gadwalls, green-winged teal and wigeon,

0 Snow geese concentrate on the island during spring
migration to rest and feed,

0 The lagoon supports spring and fall concentrations of
ducks and shorebirds. Black brant and white-fronted
geese also concentrate in the lagoon in the fall to
rest and feed, The lagoon area provides winter habitat
for emperor geese, a species that has recently
experienced a serious population decline.

° The coastal waters surrounding Tugidak Island are a
major overwintering area for waterbirds, primarily
seaducks.

0 Five seabird colonies are documented on Tugidak Island,
totally nearly 4,000 nesting birds. Glaucous-winged
gulls are the most abundant seabird, followed by arctic
terns, mew gulls, and cormorants.

0 Of particular significance are'records of six ground
nesting bald eagles. These baldeagle nests are
located on Dbluffs or slightrises in the terrain
throughout the island.

° Peregrine falcons are also reported to nest on the
island's bluffs.

0 Several thousand ptarmigan nest in upland areas of the

island.
Fish and Shellfish: The lagoon and nearshore waters of
Tugidak provide ~"productive marine environment for several
species of fish and shellfish. The island's stream systems

provide habitat for anadromous fish.
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0 There are three documented salmon stream systems on the
Island supporting chum and/or coho salmon.

0 The lagoon is a productive rearing and feeding area for
large numbers of Pacific herring.

0 Known razor clam concentrations occur along the bars at
the mouth of the lagoon.

Based wupon frequent observations of Bmall Dungeness
crab carapaces and exoskeletons washed up along the
lagoon's shoreB and large commercial catches of
Dungeness crab directly offBhore of the Ilagoon, the
shallow waters and large eelgrass beds found in the
lagoon are thought to provide an important nursery
rearing area for Dungeness crab.

Archaeological Sites; Eight archaeological sites have been
documented on the island. Although largely unexplored, they
appear to indicate abundant prehistoric use of the island,
with a majority of the sites located along the lagoon.



ALASKA MONnTQAOE BANKERS ASSOCIATION
P.0. BOX 9-2891 /ANCHORAGE, ALASKA 99509-2601

April 24, 1987

House Finance Committee
Alaska State Legislature

Ret House Bill 112

The AlaBka Mortgage Bankers Association has reviewed House B ill 112
and wishes to enter the following comments.

The bill wauld s?t ?ertam nofice reﬂuwement% _uPon Bale of mortgage

loan servicing of Alaska Housing loans. The Db ill also addresses timely
Pa menﬁ of taXes and insyrance on loans which have accounts established
oT collection of those Items.

It is_in the hest interest of all parties to be certain the borrower
has timely and sufficient information on the loan.

It is in the lenders' best interests to respond aB promptly as possible
to inquiries from mortgagors, and standard procedures are n place
to handle such inquiriés “in a timely manner.

When a loan involves collection of taxes and insurance in a reserve,
account, the Deed of Tryst requires payment of those items when due]
If payment is not made duo to ‘an_error on the part of a lender, the
lender must assume the reponsibility for non-payment.

1986 was an abnormal Y_ear in that interest rates were the lowest in
Bome 7 or § years: refinance loans taxed the capabilities of many lend-
ers. Lending institutions have implemented training programs, increased
staff and invested in costly and sophisticated systéms that can meet
borrowers' needs. We feel ‘the problems of 1986 will not recur and

the situation is under control. -

Mechanisms are in place at Alaska Housmg Finance Corporation to assure
that sale of servicing on loans ?urchase by AHFC is limited to ser-
vicers with representatives in-state. Serwcm% Agreements hetween
AHFC and lenders contain requirements which meét. the needs addressed

in HB 112. The Alaska _Mort%age Bankers Association believes there

B ng need for Ie%JsIauon 0 enforcde what s, alread,Yl ?rudent and com-
mon business practice or can be handled administratively through AHFC.

Thank you for the opportunity to comment.

President



ALASKA MORTGAGE BANKERS ASSOCIATION
P.0. BOX 4-2691/ANCHORAGE . ALASKA 99509 ym c
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January 8, 1987

Representative Randy Phillips
P. 0. 3ox V
Juneau, AK 99811

Dear Representative Phillips:
Thank you for taking the time to meet with representatives oE Alaska

Mortgage Bankers Association regarding your concerns on transfer of
mortgage loan servicing.

We have reviewed the letters you received from constituents. It would
be impossible to respond to the individual comments without having all
the information available. As you know, there is a difference in per—
spective .

Although there are exceptional instances, it is our belief that lenders
overall handle mortgage loan servicing properly and efficiently.

Nationwide, there were probably more servicing problems in 1986 than

would normally be encountered, due to the large number of refinances

because of the rapid drop in interest rates. Although the system was
not perfect, it did work and many people benefited from reduced pay-—
ments which would not have been possible without free movement within
the secondary market.

As an Association and individually, we are always willing to work with
consumers to assist them in solving problems.

Lucille Stietz
President



Sent. 15, 1986

Randri Phillips
Eagle Rrver AK 99577
Dear Rep. Phillins:

| read. with rnterest the artrcIe in Sunday*s Anchora.ee Pail” Mews

regarding the trans errrn% f mortgages from one banking institution
to"apother and of vour interest in rntroducrng lecislation to involve
the Dborrowers rn this decision.

Last Anril 1986 | learped that the mortn:age on nv home in Anchorage
had been sold by Rainier Union Fed era Savrngs fi Loan in
Fountain ValleyC alrfornra whrch IS outside of Los ngeles
was given their address and told to direct nv loan Ir)ayment here.
Unfortunately for me, Rainier didn't know that Union Teceived their
pavments at another mail drop in Los ngeles and sent out. the navr.ent
card for the following month from th Iy cards were first directed
to, 'BetheI Arkansas “(AR>" and later to Bethel, Arizona (AZ)", all
ith an incorrect Zip Code, so | never received them. | did receive
es of late payment char e?r which were finally cleared un after
ral telephone-talls to California,

IC
e
hall always remember Rainier Bank forlettin this hapnento m
ount wrthythem quh no prior notice to meg P Y

Wi
notl
sev
| s
acc
feel that le rslatron h]ould be pas eﬁt whrchalLows lor falr Jreatment
orrowers d places the respo S| on the frnancra
Inform us in advance and to determine the nroner nrocedure to
llow. As far as.| know, Union pas no agent in_Alaska and | miss
abrlrty to visit the bank to have a ace to- face encounter wrth
l(t an offrcer | think the lender shorr grovr e at the very east
oll-free telephone service to their Alaska accounts. “Also,”T fee
hat other financial Institutions should be given first onnortunrtv
0 receive transferred accounts who have offices jr. Alasha before thev
re allowed to be sold to another out-of-state bank.
usnect you will receive nuite a number of letters like th
It urce you to follow through with ynur nines to curtail

I
0f
{0
fo
the
2
{
{
{
a
|
an
practice so”that the borrower Teceives fair treatment.

$
nd
a

Very truly,

o)
o
©=
O—
(NG}
—



piztu fa HOUSING FINANCE CORPORATION

April 15, 1907

The Honorable Senator Patrick M. Rodey
P.0. Box V
Juneau, AK 99B1l1

Dear Senator:

I apologize for taking some time to respond to your letter regarding AHFC
Seller/Servicers.

Aa indicated in the attached list of the 45 AHFC Seller/Servicer3, only two do
not have offices or representatives located In Alaaka. Of those two, Seafirat
Mortgage Corporation does not have an fi00, toll-Tree number available for uae by
borrowers.

Many of the complaints AHFC has received regarding Outside Seller/Servicers
centered around Manufacturers Hanover Mortgage Corporation, now known sb
Fireman®"s Fund, which services some 5,300 AHFC loan9. For your information,
Intercontinental Mortgage Corporation located in Anchoraqge is the Fireman®s Fund
representative in Alaaka.

While 1 definitely understand borrowers®™ problems and the push for local hire
and local services, there are other sides of this isaue | believe I should point
out. First, the buying and selling of mortaage loan servicing is an inteqral
part of mortgage lending nationwide. For example, it is not unusual for a bank
in Connecticut to sell aervicing to a California bank. Particularly in these
economic timea when many lenders and servicers would Just as soon not be 1in
A.7aaka, legally requiring offices and toll-fraa numbers may provide them with
an excuae tn pull out of Alaska totally.

Second, many Alaskan borrowers do not mail their payments early enough to reach
their banks or lenders an time. Dropping a payment in the mail on the 31lst of
the month when the payment ia due the firet of the month usually results in a
late payment, the reeulting late payment charge, and further complications.

To solve this problem, AHFC has been actively requeating lenders to open offices
in Alaaka or provide toll-free numbers. But rather than making offices or
numbers a requirement, AHFC has been pointing out the good business practice of
providing better service to ths bank®"s customers through those offices.
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Senator Patrick H, Rodey
April 15, 1987
Page Two

In addition, AHFC reoently instituted Section 1001.02 3 in our Seller/Snrviner

Guide (see attached) which states; "To be approved as an AHFC Seller
Servicer, the applicant must have dll origination and servicing facility Ocated
in Alaska." This new requirement takes care that if any servicing is sold out-
of-state, the purchaser has a facility in Alaska.

We believe all of these problems of servicing loans can be handled administra—
tively through AHFC. Again, we do not want to make too many requirements of

banka thereby giving them an excuse not to do business in Alaska.

As long as we"re addressing this situation, please note HB 112 sponsored by Rep.
Randy Phillips and our position paper (see attached).

Thank you for giving AHFC the opportunity to respond to your concerns.

Sincerely,

Special Aasistant/Public Information Officer

Attachments
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ALASKA HOUSING FINANCE CORPORATION

Seller/Servicere

Alaaka Continental Bank
Alaaka Federal Savinga & Loan
Alaaka Mutual Bank
Alaaka National Bank of the North
Alaaka Pacific Mortgage Company
Alaaka Statabank
Alaaka USA Federal Credit Union
AVCP Housing Authority
B. M. Behrends Bank
Centruat Mortgaqge Corporation
City Mortgage Corporation
Columbia Mortgage Corporation
Commonwealth Western Mortgaqe Corporation
Denali Federal Credit Union
Denali State Bank
FedAlaaka Federal Credit Union
First Bank
Firat Federal Bank of Alaska
Firat Federal DVA Only
Firat Guaranty Mortgage Company of Alaaka
First Interstate Bank Alaska
Firat National Bank of Anchorage
First National Bank of Fairbanks
Frontier Alaaka State Credit Union
Frontier Mortgage Corporation
Frontier SavingB & Loan i
e»»aic» Mortgage Corporation of ea
Home Savings & Loan
Intercontinental Mortgage Corporation
Interior Regional Housing Authority
Kodiak Island Housing Authority
Lomas & Nettleton Company
Manufacturers Hanover Mortgage Corporation 535
Mt. McKinley Mutual Savinga
Nana Regional Housing Authority
National Bank of Alaaka
Rainier Bank Alaska, N.A.
Rainier Mortgage Corporation
* Seafirat Mortgage Corporation
Security Pacific Mortgage Company
Spokane Mortgage Company
Tlingit-Haida Regional Houaing Authr
United Bank Alaska
Washington Mortgage Company, In”?
* Weatern Mortgage Loan Corpora*
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* Those Seller/Servicera that do not have officeB
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- 14 - section 1001

A detailed description of loan servicing capabilities. To be approved
<l an AHFC sailer or Servicer, the applicant must have an origination
and servicing facility located in Alaaka. If any portion of the
servicing facilities are moved to a location not in Alaska, this event
shall be considered a breach of the servicing agreement end the ser—
vicing agreement may be terminated by AHFC without any waiting period
and without payment to servicer of any penalty or other amount. The
one exception to this requirement is that data processing facilities
may be located other than in Alaska.

Any other documentation which may be helpful to verify, clarify, or
substantiate information and/or documentation in the submission pack—
age ao AHFC may make a prudent determination.

AHFC will notify the applicant in writing of the approval or diaapproval of
the application.

Co-.
Lo
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SENATE COMMITTEE REPORT

FURTHER:  FINANCE

4/30/87
DATE TURNED INTO OFFICE

Mr. President:

LABOR & COMMERCE Committee consider* CSHB 112(Fin)

servicing of certain residential housing mortgage loans purchased
by the Alaska Housing Finance Corpdrgtion,

and recommended:

] replace with ) [0 same title
] or adopt ) [1 new title

] attached amendment(s]

do pass

[

[

[

|

] do not pass
1 no recoramendai

] individual recbrfipfendations
] further referp”l to

] letter of ii adopted

Committee [ 3attached or [ 3 adopted fiscal note(s)

[ 3 new / [ 3 updated or [ 3 previous
3 zero [ ] fiscal impact
MEMBERS SIGNING DO PASS OTHER RECOMMENDATIONS

Chairman signature and recommendation
t 3 Committee Backup Attached



P.0. Box 91875
Anchorage AK 99509
7 October 1986

Reooresentatrve Randy Phillips

Eagle River, AK 99577

Re: QOut of state mortgage companies
Dear Representative Phillips,

When | talked to you on the phone last week aboHt the problems
I have been expenencrn? with” the mortgage company who bought the Servicing
rights to ny mortgage was very pleased that you are consrderrng introduting
legislation"to protect Alaskan home buyers from mortgage companies.

As | Promrsed I amwrrtrng to you some of the experrences | have
been having wi/f* fespect to service from mdrtgage companies. 'The company
who bou?ht the servicing to mly contract, Man taﬁtur I's Hanqver Mort% g
Corporation (MHVC) Is a" very arge company, an es hundreds of thousands
of accounts in order to make t e little moneR//lt ey make from any one account
add up. My contract is a Preferred Account ortga ?e PAM aIs sometimes
known as a’secured funds account, explaine ){ his. type account is
unrque |n that funds are placed rnto a savrn S accoun cIosrng, and each
mont 8 rtion of these funds are taken ou g the mort%a%e compan f

art of the monthly Payment This makes property more affordabl

consumers who have more than the minimum ammount necessary for a down payment

t\/gcontract slﬁ)ecrfrcally states that interest is to be paid on the
funds in the account at an interest rate to be agreed upon by the borrower
and the financial institution, %rnce MHVC took Over the servicing of the
contract, th*-ey have paid about $52.00 over a period of 24 months. At

no time have I been, informed. of the interest rate that they are paying.

For comparison, during the first 3 months of the contract when it was Serviced
by a local firm, | earned $102 in interest. | now know that MHVC 1S no
longer paying interest on the account and has not paid any interest on the
account sincé the frrst mont his 1s desprte the fact that they wrote to ne
In aletter after (t ey stoi)ﬂe gagrng Interest that they were indeéd paying
Interest In accorgance with the Conditions of my contract.

Additionally, they have succorabed to the wishes of the mortgage
insurance comPan)( to incCrease” ny yearly premium by a factor of almost 2°.0°
[t turns out thal the martgage indy rance company made a mistake when they
quoted the rate for the inSufance before | closéd the mortgage. The raté
| and the mortgage .company are contractua obligated. to rs the onI one |

have agreed to”paying, but MHVC has alread g taken” additional funds rom ng/
gslcfrg\rnéna(cgount nd did then increase my monthly payment to make up for th

could % n for several pa?es about other mistakes they have made,
Rut I|< would rather get to the point of preventing such occurrences for other
askans.



Representative Randy Phillips
7 October 1986

One item of 5|8nn‘|cance in the sltu%tlon thgt | believe is of
utmost importance to include in lesislation 1s that the buyer must receive

from the mortgagee servicing . agent each year, greferably with his statement of
Interest g ['s an accounting of his paymentS for the year. In ny case, it
took about 19 months of pleadirg W|th to get this account information. |

now suspect It was hecause they” knew | would find out all the other mistakes
they had made of which | was pot previously aware. [I'm sure that large mortgage
contpanies w ill tell you thaf it is unnecessary, and that the buyer can_have th
information any time he asks, but my case is one in point that"a law is needed
to force the requirement. Punishment for not providing the information on

fime should not be severe for the flrst occurrence, bu mcreasmgl severe

for add|t|ona| occurrences.  Of more |mportance however, 1s legislation to
provide a Iegal time limit in which the mortg %e company must correct their
mlst% es aftér havmg it brought to their atfention.  Six months to a year would
not e unreasona le.” Mortgageé companies w ill scream about this requnement

that yog will, not”back down to them. Arepectiple m rtgag
companK ould he’glad to get the account stra|ghtene out In much Tess time
than that: onIY a mortgage comPany who does not care about_the peoPI e who pay
them w ill be reluctant o work to correct their mistakes. They will also be

sore that they now w ill have to do something they have not had to do before,

Punishment for_even the first instance of not %tralghtenln out an account in
the allotted time should be severe - possibly $500to $1000, and paid to the
State of Alaska Consumer Protection Agency

One additignal item | belleve IS, necessary; a mortgage company
should be required to Inform the buyer in advance when a payment™is to be made
out of the escrow account for any item not specificall Pelled out in the
contract as an item to be paid from the escrow account. In my case, funds were
taken from escrow for an assessment that was supposed to be paid by the builder.
Even if the builder did not pay, the title insurance was to paY for it, but |
did not know about al| this Uritil after funds were taken from the escrow
Rllcﬁ?tlilg|tpa||t§/ took much time and patience to get the money back from the

| would be hai)J) to work WI} r%ou on the Ieglslanon on this,
because | have certainly ledmed a lot from this experiénce about how little
a home buyer can do to ‘get action on the part of an out3|de mortgage company.

My day phone number is 277-5605, and the evenlng01 hone is 258-2184,

Thank XOU for your Interest in this matter, and | look forward to hearing from

you soon
Sincerely,

[fLtcLtiill
Michael Smith



Jjp k A laska State Legislature
House

. P.O. BOXV
L | State Capitol
Official Busingss L\ Juneau, Alaska 99811

TO: Members, House Lﬁ_bor_,and Commerce Committee
FROM Rep. Randy PhillipAjj*A p

DATE: March 13,7 1987

RE: HB 112

As you maey he aware, there have heen a number of difficulties
exPenenc d b* Alaskans wno have had their home mortgages
sold to out of state mort%age companies. | have introduced

12 to provide some protéction for the consumer. It IS
modelled after a r_ec?ntl ado fed an?sota law, which| have
attached. The main featlres the b1l are:

* Limited to AHFC mortgages

* The selling lender shall notify the mortrqa or of the sale
no less than ten days after the actual tramsfer.

* Notjfication must include the name, address and. telephone
number of the person who w ill assume responsibility ‘for the
servicing, and accept payments for the mortgage loan.

* Notjfication must include a detajled written financial
breakdown including, but not limited to, interest rate,
payment amount and”current escrow balance.

* The purchasmg lender shall res?ond within fifteen business
days to writtén requests for information from a mortgagor.
A written response must include the telephone numberof a
company representative who can assist the mortgagor.

* Payments made from an escrow account for taxes and
InSurance must be made In a ,t|me|>( manner as they become
due, provided there are sufficient funds for payment, If
ther_? 1S, a shortage of funds the lender shall promptly
notify the mortgagor.

* |t a lender fails to make payments, lender is liable for
actual damages caused by the failure to make payments when



due, as well as a $500 fine.

* The lender is permitted to make payments on behalf of |
mortgagor, even if there are not sufficient funds in the-
escrow “account. M\

*If lender fails to comply with these requirements, the
lender is liable to the mortgagor for $500 per occurrence,
In addition to actual damageS Caused by the violation.

| believe that HB 112 will help alleviate some of the
problems which have been associated with the sale of
Alaskan's mortgages to out of state mortgage firms.
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Chapter 358, Laws 1986
House Bill No. 1986

AN ACT

relating to commerce; regulating securities;
regulating the assignment of certain real property
loans and the administration of certain escrow
accounts; providing certain exemptions; regulating
real estate brokers ?nc salespersons; modifying
re-examination requirements; providing trust account
requirements for licensees acting as principals;
granting certain enforcement powers to the
commissioner; providing certain remedies; requiring
storage of abstracts of title within Minnesota;
amending Minnesota Statutes 19S4, sections 47.20,
subdivision 9; 80A.14, subdivision 18; 80A.15,
subdivision 1; 82.17, subdivision 4; 82.22,
subdivisions 3, 6, and 13; 62.24, subdivision 2;
82.26; 82.27, subdivision 1; 82.33, subdivision 2;
386.375; and Minnesota Statutes 1985 Supplement,
sections 80A.13, subdivision 1; 80A.15, subdivision 2;
and 82.19, subdivision 3; proposing coding for new law
in Minnesota Statutes, chapter 47.

3E.IT ENACTED EV THE LEGISLATURE OF THE STATE OF MINNESOTA;

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

Subdivision 1. [DEFINITIONS.] For the purposes of this
section, the terms defined in this subdivision have the meanincs
civem them.

(a] "Lender""means all state banks and trust companies,
national bankino associations, state and federally chartered
savlincs and loan associations, mortcace banks, mutual savincs
banks, 1insurance companies, credit unions r.akinc a loan, or any
person making a conventional loan as defined under section

47.20, subdivision 2. clause (3) or cooperative apartment lean
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as defined under section 47.20, subdivision 2. uiau-e (<i.
telling lender” is a lender who sells, assicns. or transfers
»he aervicine of a loan, to a "ourchasinc lender er a servicinc
acent

fb) "Loan" means all loans and advances of credit
authorised under section 47.20, subdivision 1, clauses (1)

(41 and conventional leans as defined under section 47. 20,
subdivision 2, clause (3) or cooperative aoartment loan as
defined under section 47.20, subdivision 2, clause (4).

(c) "Escrow account" means. escrow, acencv. or si.T.ilar
account for the payment of taxes or insurance premiums wish
respect to a mortgaged one-to-four family, owner occupied
residence located in this state.

(d) "Person" means an individual, corporation, business
trust, partnership or association, or anv other lecal entity.

Subd. 2. [ASSIGNMENT 03 SALE Oof MORTGAGE LOANS.J If the
servicino of mortcaoe leans financing one-to-four family owner
oeccupied residences located in this state is sold or assigned to
another person:

(11 the selling lender shall .notify the mortcaoor of the
sale no less than ten davs after the actual date of transfer.
The notification must induce the .name, address, and telephone
number of the person who will assume responsibility for
servicino ar.J accept payments for the mortcaoe loan and the
notification must also include a detailed written financial”
breakdown, including but not United to, interest rate, monthly
payment amount, and current escrow balance:

(2) the purchasing lender shall 1issue corrected coupon or
payment books, 1if used, and shall provide notification to the
mortcaoor within 20 davs after the first pavment to the
purchasing lender is due, of the name, address, andtelephone
number of the person from whom the mortgagor car, receive
information recardino the servicing of the loan, and shabl
inform the mortcaoor of anv chances made regarding the mortcaoe
escrow accounts or servicinc reculrements including, but not

limited to, interest rate, monthly pavment amount, and current
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escrow balance: and m

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

davs to a written request for information frcr, a mortcacor. A

-ritter. response must include the telephone number of the

company representative who can assist the mortcacor*.
Subd. 3. [ADMINISTRATION Or ESCROW ACCOUNTS.] Each lender

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

for oavment of taxes or insurance premiums with respect to a

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

this state shall make payments for the taxes or insurance frcm

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

become cue provided that funds paid into the account bv the
mortcacor are sufficient for the savment. If there is a

shortace of funds, the lender shall oromotlv notify the

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

oavments. the lender 1is liable to the mortcaoor for actual
camaces caused by the failure to oav the amounts when cue and 1is

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

lender mav present anv lecal defense in anv subsecuent hearing.

The lender is permitted to make a payment on behalf of the
mortcacor even thouoh there are not sufficient funds in a

particular account to cover the payment.

Subd. 4. (PENALTIES.1 Ifa lender fails tocomply with the

pecuiremcr._fs~~of subdivisions 2and 3. tne”lenoceris liable to

the mortoaoor for S500 per occurrence, 1in addition to actual

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

subdivision 9, is amended to read:
t
Subd. 9. (1) :or purposes of this subdivision the term

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

national banking associations, state and federally chartered

savings and loan associations, mortgage banks, mutual savings

banks, insurance companies, credit unions or assignees of the

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

into an escrow, agency or similar account for the payment of

taxes or insurance premiums with respect to a mortgaged one to
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