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ntil the first government-spon-

sored mortgage insurance pro-

gram made its appearance in
1934, private mortgage ﬁnancing
catered primarily to the well-off.
Mortgage lenders typically require(l
large down payments on homes and
rarely offered loans with terms longer
than five vears. At the lleight of
the Great Depression, with mort-
gage lending‘ and homebuﬂding at
avirtual standstiu, the introduction
of the Federal Housing Adminis-
tration marked the advent of low-
interest, Iong—term mortgage
loans with low down payments.
Homeownership was soon to be-
come achievable for middle-income
Americans.

Since that time an entire inclus‘cly
has developed around the home
mortgage market, one that has
worked ex’craorclinarily well in gdet-
ting middle-income families into

homes they can afford. In 1990,
64 percent of all households in this
country owned their home. Private
mortgage insurance and the sec-
ondary mortgage market have also
helpecl make home mortgage 1encl—
ing a relatively low-risk and proﬁb
able venture {or banlas, ’chrif’ts, and
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mortgage companies. By 1991, the
volume of single—family mortgdage
loan originations (exclu(ling
refinancings) had reached $393

billion.

Yet these statistics do not tell the
entire story. Homeownership rates
among first-time homebuyers, mi-
norities, and lower-income families
have been cleclining‘ for more thana
decade. With housing prices still
very high relative to income, hig‘h
down payment costs and steep
mon’chly mortgage paymentsare the
primary impedimen’cs to ownership.
One study estimates that only 17.2
percent of all renters, and only 4.2
percent of black renters, have both
the savings and the income to af-
fordto buy ahome, even when given
the option of talaing out a Iarg‘er
loan with a very low (5 percent)
down payment.

In response, mortgage Ienders, gov-
ernment agencies, private mortgage
insurers, and secondary mortgage
market corporations have laegun to
clevelop new products to serve low-
and moderate-income homebuyers.
Inherent in the restructuring of the
mortgage 1encling market is the be-

lief that home mortgages are still
one of the safest proc]uc’cs that lend-
ersand investors can provicle. Many
lenders are now oﬁering first-time
homebuyer programs with very low
down payment requirements and
flexible underwriting standards.
These programs often provi(le some
form of l)uyer education and may
offer below-market interest rates as
well. Some pu])]ic and nonprofit
agencies offersecond mortgages with
flexible repayment terms to help
reduce the costs of llomeownership
even further.

This issue of Communities & Bank-
ing looks at several relatively recent
clevelopmen’cs in the housing mar-
ket. Our first ari:icle, “Brealzing
into the Housing Market throug‘h
Affordable Housing Dispositions,”
describes several programs devel-
oped in response to the real estate
industry collapse of the late 1980s.
In “Cooperative Approaches to Liv-
ing,” cooperatives are presentecl as
one of several ownership options
that offer an alternative to the tra-
ditional single—family home. Lend-
ers Iooleing' for a source of low-cost,
fixed-rate funds to develop mort-
dage or home improvement loan




programs forlower-income custom-
ers should read “How to Finance a
First-Time Homel)uyer Program
with I\'Iatching Federal Home Loan
Bank Funds.” The Federal Hous-
ing Enterprises Financial Safety
and Soundness Act of 1992 is sum-
marized in an article that explains
what lenders and l)uyers should ex-
pect from Fannie Mae and Freddie
Macin the coming year. Finaﬂy, one
of the maty innovative and success-
ful 11omeownersllip programs in New
England is progled in “Good Sa-
maritans.” [ts story demonstrates
how lenders and community organi-
zations can work toge’ther to clesign
creative, effective llomel)uyer pro-
grams forlower-income customers. (8

ree Su}ascriptions and addi-
* tional copies of Communi-
ties & Banking are available
upon request to the Public and
Communi{:yAﬂairs Department,
Feéderal Reserve Bank oEBoston,
P.O. Box 2076, Boston, MA
02106-2076. Or call Sheryl
Snowden at (617) 973-3097.

The views expressecl in Commu-
nities & Banking are not neces-
sarily those of the Federal Re-
serve Bank of Boston or the Fed-
eral Reserve System. Informa-
tion proviclecl on upcoming events
and other organizations should
heviewed as s’trictly informational
and not as an endorsement of
their activities.

Financial institutions, commu-
nity-based ordanizations and
other organizh{ions’involved in
community clevelopment that
have interesting projects, pro-
grams or ideas that tlley would
like to have mentioned in Com-
munities & Banking should

contact:

Elizabeth McMurtrie, Editor
Communities & Banking

Public and Community Rffairs
Federal Aeserve Bank of Boston
P0. Box 2076

Boston, MA 02106-2076
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ousing prices in the Northeast
are among the 11ighest in the

nation, malaing homeownersllip
all the more difficult for New En-
glancl@ low- and moderate-income
homebuyers. For these prospective
homeowners, programs for afford-
able housing clisposi’cion may be
worth 1ooleing into.

Housing disposition programs run
]Jy federal agencies and secon&aly
mortgage market corporations are
clesigned to sell foreclosed commer-
cial and residential properties
through auctions, sealed bids, and
arrangements with real estate bro-
kers. The programs are open to the
seneral puMic and properties are
old to the highest bidders. Con-
:ressional 1egislation mandates
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0.

that many of these agencies set
aside a portion of their inventory
for low- and moderate-income
buyers.

Special programs created for
disposition of affordable single—
family housing sell foreclosed con-
dominiums and one- to £our—£amily
properties. Depending on the sell-
ing agency, properties may be laough’c
for as little as 3;20,000. To ensure
that properties are not bought 1)y
investors, l)uyers must agree to
occupy them for a specified length
of time and often are required to
remit portions of any profit earned
if the property is resold too soon.

These programs have had a low
profile in New Englancl. Moreover,
getting reliable information about
the different programs and their
properties can bedifficult. In Texas,
Luyers can call a single “Hotline”
phone number to receive informa-
tion about the various clisposi’cion
programs. The programs in New
England operate independently,
however, and 11ornel)uyers must do
some research to learn which pro-
grams are active, what their gui(le—
lines are, and what properties are
available.

Buyers should also be aware that
disposition programs have their
limitations. By its nature the
disposi’cion market does not offer
much variety. Many homes are in
need of repair, or are condomini-
ums that come with their own set of
prol)lems. Yet those able to invest
the time and energy could save
thousands of dollars.

FC(ICI'H} DCPOSlt Insurance
COI’P. f\uctions an(l Sales

The Federal Deposit Insurance
Corporation (FDIC) sells foreclosed
properties acquirec{ from failed
commercial banks. The 1991 FDIC
Improvement Act requires that the
agency make some of its residential
properties available for affordable
11ousing. With only five million
dollars in appropriations, FDIC
officials admit to some difficulties
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in getting the program started.
FDIC auctions and sales of condo-
miniums and one- to four-£amily
properties are under way, however,
and for those wining to go through
the process, tlley can offer very
goorl deals.

“So far approximately 6066 single—
family properties in New England
have been sold to qualifie& lmyers,
with an ettimated value of $21.7
million,” says ]aclz Taylor, Senior
Disposition Specialist forthe FDIC.
Close to 1,100 affordable housing
properties in the New England
area, valued at aroun(l $52 miHion,
still remain and will be made avail-
able through the FDIC’s Northeast
Sales Center. (See the ljox, “Af
fordable Housing Disposition
Program Comparison.”)

Quahﬁed lmyers of FDIC proper-
ties may not have acljuste(l incomes
greater than 115 percent of the
area median. Further,

families or to rehabilitate and resell
properties to low- and moderate-

income families.

The FDIC offers buyer incentives
in the form of rebates and discounts
on the purchase of certain single-
£amily properties. Rebates and
discounts are limited to 10 percent
of a property’s purchase price and
can be used in a variety of ways
to help reduce the cost of buying
the property. Though the FDIC
does not offer mortgage financing,
it does work with local lenders to
try to ensure that financing is avail-
able for its properties.

The FDIC has held three afford-
able llousing‘ auctions in New En-
gland and the agency plans to hold
several others this year, thoug‘h
dates have not vet been set. Sales
of sing‘le-family properties are on-
oing through the FDIC North-

- p
east Dales Center.

[§]9)

RTC & Fannie Mae

Resolution Trust Corporation
(RTC) propertiesare acquirecl from
thrifts that previously held them in
foreclosure. The propertiesare held
for sale to qualifiec[ households,
nonproﬁt organizations, and pul)—
lic agencies for97 clays, after which
tlley may be sold to the general
pul)lic. Federal National Mortgage
Corporation (Fannie Mae) proper-
ties come from its foreclosures on
bad mortgages. Fannie Mae prop-
erties can be Lought by anyone but
only qualifiecl 1)uyers may receive
special {*inancing for affordable

housing.

As in the case of FDIC properties,
the condition of RTC and Fannie
Mae properties varies. They are
eligilyle for the affordable housing
programs based on their appraised
values, and carry owner occupancy

restrictions and income limitations.

Continued on page 11

program participants
must agree to use the
properties as their pri-
mary residences for at
least one vear. Ifa prop-
ertyis resold within twelve

Affordable Housing Disposition
Program Comparison

months afterits purchase
from the FDIC, 75 per-
cent of any pro’fit must
be remitted to the agency.

ELIGIBLE PROPERTIES
CONDOS AND ONE-FAMILY
TwWO-FAMILY
THREE-FAMILY
FOUR-FAMILY

MAXIMUN APPRAISED VALUES -
$101,250
$114,000
$138,000
$160,000

MAXIMUN APPRAISED VALUES
$67,500

$76,000

$92,000

$107,000

= FANNIE MAE
ALL FORECLOSED CONDOMINIUMS

AND ONE- TO FOUR-FAMILY.
PROPERTIES.

Eligi]ale properties are
identified lay their ap-
praise(l values, with their
condition ranging from

QUALIFIED BUYERS

MAXIMUM INCOMES
115 PERCENT AREA MEDIAN

MAX{tUM INCOME:
115 PERCENT AREA MEDIAN

PROPERTIES MAY BE BOUGHT BY
ANYONE BUT QNLY INCOME-
QUALIFIED BUYERS MAY RECEIVE
THE AFFORDABLE HOUSING
PROGRAM FINANCING.

poor to good.

Tl‘le FDIC EAHO\VS cur-

rent tenants to purcllase
their residences whether

TERMS OF SALE

180-DAY MARKETING PERIOD
(12~MONTH OWHNER QCCUPANCY
REQUIREMENTY

180-DAY MARKETING PERIOD FOR
CONDOMINIUMS

97-DAY MARKETING PERIOD FOR
ONE- 7O FOUR-FAMILY PROPERTIES
(12-MONTH OWNER OCCUPANCY
REQUIREMENT)

NO RESTRICTION

(12-MONTH OWNER OCCUPANCY
REQUIREMENT UNDER HOME
ADVANTAGE PROGRAM)

or not they are income-
eligil)le. Tenant sales,
however, are subject to
the FDIC’s occupancy

and pro{it—recapture re-

SELLER FINANCING

NO, BUT DISCOUNT OR REBATE UP
7010 PERCENT OF PURCHASE PRICE.

YES, 3-5 PERCENT DOWN PAYMENT
15-YEAR LOANS IF BELOW $50,000
30-YEAR LOANS IF ABOVE $50,000
REHAS UP TO 25 PERCENT OF
APPRAISAL OR $5,000,

WHICHEVER GREATER

YES, 3-5 PERCENT DOWN PAYHMENT
CLOSING COST ASSISTANCE

NO MORTGAGE INSURANCE NEEDED
(HOME ADVANTAGE FINANCING

15 PROVIDED BY MASSACHUSETTS
HOUSING FINANCE AGENCY)

quirements. Properties
can also be purchasecl by
nonproi:it organizations
and public agencies that

intend to provicle rental

FOR MORE INFORMATION

NORTHEAST SALES CENTER
(800) 365-0381

REGIONAL SALES CENTER
(800) 782-6326
(800) 624-HOME

IH MASSACHUSETTS
(800 HOME-T 11

PHILADELPHIA REGIONAL OFFICE
(215) 575-1400

IN MASSACHUSETTS
{800) Home~111

units for low-income

fommunities & Banking
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he constituents of affordable
housing — from the homeless to

moderate-income families to the
elclerly and people with disabilities -
have very different housing needs.
What ’chey have in common are
limited incomes and the need for

nonproﬁt corporations that own and
operate multi&smily residences for
the benefit of the occupants. Coop-
erative members buy shares in the
corporation and pay mon’cl]ly carry-
ing cllarges. In excluange, tlley re-
ceive long-term leases and a voice in
how the cooperative is run. While
shareholders can live in their particu-
lar units permanently, they own cor-
poration shares only, not the units
themselves.

A housing cooperative is operatecl
according to bylaws cleveloped ljy
co-op members. These hylaws out-
line the governing of the corpora-
tion, detail how board members are
elected, and explain the co-op’s man-
agement structure and the n'gllts and

for people of a wide range of in-
comes who are capal)le of worleing
well in groups. The major benefit of
a llousing cooperative is that resi-
dents have control over the proper-
ties in which tl‘xey live. Elected hoards
can hire management firms to col-
lect carrying charges and perform
]aoo]cl-zeeping and building mainte-
nance, or boards may choose to run
the properties themselves to save
money, tlevelop managerial skills,
and maintain the active participa-
tion of co-op residents.

Cooperatives also offer economic
benefits. Share prices areusuaﬂyless
than the cost of a down payment on
a house or condominium and the
corporation holds the only mort-
gage. After membership shares are

responsil)ilities of members.

stahle, affordable housing. paicl o{‘g, carrying charges are often

Housing cooperatives are suitable reduced to contributions for mainte-

To meet these requirements, hous-
ing advocates and (]evelopers have

SOURCES OF FINARCING AND TECHNICAL RSSISTANCE FOR CO-0P DEVELOPMENT

TYPE OF ASSISTANCE

had to redefine the traditional con-

cept of home, and private lenders
AGENCIES & PROGRAMS

increasingly are being‘ asked to fi-

nance alternative llousing projects. FEDERAL PROGRAMS & AGENCIES

(See the box on page 0, “Alterna- Low-INCOME HOUSING TAX CREDITS EQUITY
. o & ) SECTION 8 RENTAL SUBSIDIES EQUITY
tive HOU.SII]Q & O“’nel'sl'llp AI" Q
™ To lond fomil HOME FUNDS EQUITY - GAP
rangements.”) [ o lenders untamil- COMMUNITY DEVELOPMENT BLOCK GRANTS EQUITY - GAP
iar with the ownership arrange- FEDERAL HOME- LOAN BANK PROGRAMS EQUITY - DEBT
ments and sources of equity and FARMERS HOME ADMINISTRATION PROGRAMS GAP - DEBT
. . . . STATE HOUSING FINANCE AGENCIES
deb’c flnancmé avallable to ’chese
. I =0 Lousi VERMONT HOUSING AND CONSERVATION BOARD EQUITY
projects, alternative housing can CONNECTICUT DEPARTMENT OF HOUSING GAP - DEBT

NEW HAMPSHIRE HOUSING FINANCING AUTHORITY

MAINE STATE HOUSING AUTHORITY

MASSACHUSETTS HOUSING FINANCING AGENCY

RHODE [SLAND HOUSING AND MORTGAGE FINANCE CORPORATION

EQUITY - GAP - DEBT

EQUITY - GAP - DEBT - TA
EQUITY - GAP - DEBT - TA
EQUITY - GAP - DEBT - TA

appear risley. But if properly struc-
tured, these projects pose no greater
risk than conventional mortgage

lending, and can provicle long—term,

1ocaHy controuecl aﬁor&aue llOuS-

COMMUNITY LOAN FUNDS

WORCESTER COMMUNITY-LOAN FUND GAP - DEBT - TA

ing to fit the needs of particular NEW HAMPSHIRE COMMUNITY LOAN FUND DEBT - TA
l o L. VERMONT COMMUNITY LOAN FUND DEBT - TA
ower-income communities.
BOSTON COMMUNITY LOAN FUND DEBT - TA
GREATER NEW HAVEN COMMUNITY LOAN FUND DEBT - TA
The Cooperative Approach MAINE COMMUNITY LOAN FUND DEBT - TA
An increasingly popular form of al- NONPROFIT CO-OP HOUSING DEVELOPERS & TRAINERS
ternative l1ou;i;1d cooperatives offer INSTITUTE FOR COMMUNITY ECONOMICS (MA) DEBT - TA
] e ] P (ford ’131 COMMUNITY BUILDERS (MA) TA
residents continued artordability ASSOCIATION FOR RESIDENT CONTROL OF HOUSING (MA) TRAINING
and a voice in how their homes are GooD NEWS HOUSING (RI) TA
managed.Tlleyarealso’typicalo’t‘alter— COASTAL ENTERPRISES (ME) TA
o | . . ( CHAMPLAIN VALLEY MUTUAL HOUSING CORPORATION (VT) DEBT - TA - TRAINING
native housing structures in terms o )
Lel S loomi d: LAKE CHAMPLAIN HOUSING DEVELOPMENT CORPORATION (VT) TA
the long-range planning, nontradi- CONCORD AREA TRUST FOR COMMUNITY HOUSING (NH) TA - TRAINING
tional ﬁnancing, and resident partici- CO-0P INITIATIVE (CT) : TA
CO-OPPORTUNITY (CT) TRAINING

pation necessary to make them work.

*GAP FINANCING 1S A FORM OF DEBT THAT HAS FLEXIBLE REPAYMENT PROVISIONS.
THIS LISTING IS A SAMPLE OF RESOURCES AVAILABLE FOR COOPERATIVE HOUSING.

Housing cooperatives can talee anum-
= FOR ADDITIONAL COOPERATIVE HOUSING RESOURCE INFORMATION, CONTACT PAUL WILLIAMS AT (617) 973-3463,

ber of {:orms, but tl'ley are generauy

Communities & Banking i



nance, uti]i’cies, and a reserve fund.
The cooperative also allows members
to share the obhgations of the pro-
perty and, in most cases, members
can build up equity in their shares.

syndication. The terms of the lease
will usuaﬂy dive the cooperative first
rigllts to repurchase the buil&ing
when investors can no longer claim
tax benefits.

projects, tl1ey should be aware of
the pu]alic financial enhancement
programs that offer loan guaran-
tees, tax credits, and gap financing
that can llelp form a workable loan

Maintaining

;\f.{ordal)ility

Faced with the possibi]ity
of their builcling l)eing sold
and the prospect of higher
rents or eVen eviction, the
tenants of a })uilding or
apartment complex may
decide to form an associa-
tion and ljuy their resi-
denceasa cooperative cor-
poration. In other cases,
community-basecl organi-
zations may decide that
the construction of a new
cooperative would serve the

B s

AST SIDE DRIVE TOW
Concord, NH

paclzage.

Lenders should also be
aware of the different
ways in which they can
assist affordable multi-
family projects througl’l
both short-term and
long-term lending.
Short-term acquisition
loans, construction
loans, and bl‘idge loans
can be lzey in getting a
project started or in se-
curing financial com-
mitments from other
sources. The repayment

housing needs of the local
community.

If Iong-term a{{ordal)ility
is the corporation’s pri-
mary concern it may
choose to organize a lim-
ited equity cooperative.
This type of co-op struc-
ture attempts to ensure
pelpetual a{‘forclal)ility l)y
lmilding in restrictions on

Concord Area Trust for Community Housing, Developer

DEBT

CONCORD COMMUNITY HOUSING INVESTMENT POOL ....cooeiiiiiiniiiiiiinn $536,450
(8.5% FOR 25 YEARS)

NEW HAMPSHIRE HOUSING

FINANCE AUTHORITY Loiiiiiiiiiiimiiniiiiiiiiiiii i ses s e s s eseaeea s ea e e et aeaaanennens $421,497
(89 FOR 40 YEARS)

GAap

NHHFA AFFORDABLE HOUSING FUND ...oooiiiiimiiiiiiiiian e $225,000
(1% FOR 40 YEARS)

EQuiTY

COMMUNITY DEVELOPMENT BLOCK GRANT wooiviieiiniieeieieensiraeceiieens $266,310
FEDERAL HOME LOAN BANK (AHP GRANT) .oviriviiiniiiiinir e einens $305,000
NEW HAMPSHIRE COMMUNITY DEVELOPMENT

FINANCE AGENCY/ CHUBB LIFEAMERICA GRANT ..iiiiiiiiniieiieniaeeenes $110,000

RESIDENTS” EQUITY .evvvieiiiriieiiiniieiesiieneens
TOoTAL PERMANENT FINANCING

of such loans can be tied
to the receipt of public
fundsor synclication pay-
ments. Federal Home
Loan Bank members can
offer longer’cerm financ-
ing l:llroug‘ll the Afford-
able Housing Program,
the Community Invest-
ment Program, or the
New England Housing

Fun(l. Lenders should

the resale of shares. Deed
restrictions allow the cooperative to
buy' back shares from exiting mem-
bersat prices precletemlined ]Jy “lim-
ited equity formulas” and resell them
to new members. Equity formulas
typicauy include the original price
of a unit share, the value of ap-
provecl improvements to the unit,
adjustments for inﬂation, and may
include other considerations such
as the mortgage amortization at-
tributable to each unit.

To reduce clevelopment costs,
leasehold cooperatives sell their
]Juilclings to developers while gener-
aHy retaining ownership of the land
and a lease on the l)uilding. The
developer forms synclica’ced partner-
ships ]Jy seﬂing par’cial ownership of
the ]Juilcling to investors, who col-
lect tax benefits for the life of the

Communities & Banking

What Lenders Oug’ht to Know

Because loan agreements are made
with the corporation and not with
individual meml)ers, lenders should
full\ understand the legal and orga-
nizational structure of the coopera-
tive before making a financial com-
mitment. The corporation’s legal
documents should be in order and
its organizational structure should
be properly outlined. Technical as-
sistance is available to corporations
from public agencies and nonproﬁt
organization with experience in de-
veloping housing cooperatives. (See
the box, “Sources of Financing and
Technical Assistance for Co-op
Development.”)

Althougll lenders may not always be
able to meet the full ﬁnanc‘ing re-
quest of such affordable housing

also consider the possi-
bility of l)ecoming equity investors
through Low-Income Housing
Tax Credits. (See Volume 3, Num-
ber 3 of Communities C’;)Banking for
details.)

Lenders should also lzeep in mind
that cooperative living is not for
everyone. Successful cooperatives
depend on residents’ participation,
organization, and managerial skills.
Therefore, consideration should be
given to a cooperative's provisions
for preparing its members for co-op
1iving and training bhoard members
in property management. Lenders
should also consider the criteria a
cooperative uses to admit new
members and, to the Aegree pos-
sibl‘e, they should assess how well
existing cooperative members work
togetker. (B
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° Community Sponsors/zip of Hous-
ing Cooperatives, National Associa-
tion of Housing Cooperatives and
Community Cooperative Develop-
ment Foundation (1987). Explains
what community Spomnsors can ex-
pect from cooperatives and the
aclvantages of housing cooperatives
versus rentalsand inclivicluauv owned
houses. Describes some ~uccess{ul
types of housmg cooperatives in the
United States and ways to get them
started. Also covers the need for
continuing cooperative education
and the special roles of mutual hous-
ing associations and cooperative
associations. Write to National
Association of Housing Coopera-

tives, 1614 King Street, Alexan-

—LC) 5201. $19.00 for members,
23.

OO £Ol‘ I’lOl’lI’ﬂE‘l’nl}El’S.

(f) 9]

*Cooperative Housing: A Handbook
for E]%cfive Operations, Midwest
Association of Housing Coopera-
tives and the Organization for
Applied Science in Society (1977).
Provides an overview of cooperative
llousing management, the continu-
ing operation of llousing coopera-
tives, and the co-op’s responsil}ility
to its members. Write to National
Association of Housing Coopera-
tives, 1614 King Street, Alexan-
dria, VA 22314. Or call (703)
549-5201. $19.00 for members,

$23.00 for nonmembers.

dria, VA 22314. Or call (703)

Continged on page 7

Alternative housing comesina number of forms.
At a minimum, these arrangements provicle indi-
viduals with suitable places to live at affordable
prices. At their most ambitious, they dive residents
the opportunity to co“ectively own and manage
their homes.

° Single-Room Occupancy Housing (SRO),
also known as Conéfegate Housing, isa residence
in which tenants have private rooms but share
common areas, such as the leitchen, clining room,
1iving room, and bathroom. SROs owned and
managec{ Ly community-basecl organizations may
alzo offer social services or target specific popula—
tions, such as battered women.

* Co-Housing is a llyl)ricl that combines private
and communal forms of living. Residents occupy
individual, complete llousing units and share addi-
tional kitchen, clining, and recreational facilities
with other residents.

* Community Land Trusts are private nonprof'i’c

corporations that acquire and hold land in perpetuity
to be rleve]opecl for specific community uses. When

Communities & Banking

used for the purpose of affordable housing‘, the
community land trust controls the terms and sale
of all properties and improvements on the land in
orderto maintain Iong-term interests, while aﬂowing
leaseholders to retain general ownersllip rig‘h’cs to
their properties: Land trusts are run }Jy local resi-
dents and leaseholders who own portions of theland

trust’s property.

o Mutual Housing is cleveloped,/ownecl, and
managecl l)y nonproﬁt associations and desigﬁe&
for 1011:5 term a{”fordabili’cv Residents pay a one-
time re{:unclal)le meml)ela}up fee and a mon’clﬂv
percentage of income as rent to cover the
association’s expenses. In turn they are given a
lifetime rigl‘xt of occupancy and a voice in the
management of the property through resi-
dents” councils and property management
committees. Residents also have a majority
representation on the association’s board of
directors, whose other members may include
community and business leaders and puHic
officials. The 11ousing units are paicl for with
an up—£ron{ capital grant, elimina’cing debt
and tax synclication.




Confinued from page & Cooparative Hovsing Guides

The Eouowing articles and puhlica—
tions are available from the Associa-
tion for Resident Control of Hous-
ing. Write to ARCH, 16 North
Street, Boston, 02109. Orcall (617)
742-6780.

Goals and Resources for Financfng
Limited Equity Cooperafives n
Massachusetts, (1989). Public, pri-
vate, and nonprofit sources for fi-
nancing the clevelopmen’t and ongo-
ing operation of a co-op are listed.
Included for each source is the type
of guncling available and selection
criteria used. $4.00.

"cha/Aspects ofCoopemtiue Hous-
ing, ]ohn Aclla’cz, Esq., and]onatlmn
Klein (1988). Details legal issues
in developing‘ cooperative housing,
inclucling incorporation, federal

tax issues, corporate structure, and

{inancing. 57.00.

° Limiting Member Equity in Hous-
ing Coopcral‘ivcs and How the
D{ff‘crcnt Equity Formulae Impact
on Co-op Member Investments. The
first article explains wlly and how
member equity is limited in llousin.g‘
co-0ps. Sample equity formulae
from Massachusetts limited equity
co-ops are given. The second article
illustrates the impact of three dif-
ferent equity formulae on co-op
member investments Ly tracing the
value of two families’ co-op shares

over a period of 10 years. $3.00.

°Asscssiﬂg Financia/ Stalﬁ/iiy 0_7[
Cooperatives. This article outlines
for lenders how a co-op is struc-
tured and how the cooperative’s
legal clocuments, financial man-
agement, and organizational struc-
ture act to ensure the financial
Stalaility of the cooperative. Criteria
})y which to assess a cooperative
project loolaing for a loan are

provided. $4.00.

o Denotes pul’/icalions that have been
ordcrug{ Zvy the Public & Conmzunity
A]%irs Department and are available

for pm]ﬁ/ic use.
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The 1001 Report to Congress on
the Federal National Mortgage
Corporation (Fannie Mae) and
1991 Report to Congress on
the Federal Home Loan Mort-
gage Corporation (Freddie Mac)
from the Department of Housing
and Urban Development (HUD)
examine the financial condi’cion,
market position, and statutory re-
Sponsibih’cies of these two govern-
men’c—sponsored enterprises. Both
reports also discuss Fannie Mae’s
and Freddie Mac's success in meet-
ing affordable housing goals estab-
lished b\ Congress and compliance
with fair housing statutes and regu-
lations, and outlines HUD's regu-
1atory oversight of these agencies.
For copies of these reports, write to
HUD USER, P.O. Box 6091,
Roclzviue, MD20850. Orcall (800)
245-2691. $4.00 each.

Money Management Program
Available for Elders

b”lisplaced or forgotten bills can
speH trouble for elders who run the
risk of llaving utilities turned off
or })eing‘ evicted for non-payment.
A new statewide program, the Mas-
sachusetts Money Management
Program (MMMP), is responding’
to the growing need for h lp.
MMMPis co—sponsored l)y the Mass
Home Care Association, the Ameri-
can Association of Retired Persons/
Leg‘al Counsel for the Elderly, and
the Executive Office of Elder
Affairs. Powered lby volunteers,
MMMP is available to over 70 cit-
ies and towns ’chrougllout 8 project
sites. Massachusetts is one of only
five states that have a statewide
money management program.

Eligil)ility is limited to low-income,

5

frail elders who could not otherwise
afford the 11elp. MMMP aims to
llelp elders to remain living at home
with llelp in keeping‘ the household
finances in order. MMMP matches
elders with trainecl, insured AARP
volunteers who act as their represen-
tatives, payees, or hill payers. Vol-
unteers sort tllrougll arrears, make
payments on current IJiHS, set up
repayment schedules for elders who
are unable to pay biﬂs, balance check-
booles, and reconcile bank statements.

Any bank interested in more infor-
mation about MMMP should have
their CRA officer contact Liz Bab-
bitt, the statewide coordinator,
North Shore Elder Services, Inc.,
152 Sylvan Street, Danvers, MA

01923. Or call (508) 750-4540.

The Fecleral P\eserve Bank

of Boston recently releas- [

ed a new pul)lication,
C/osing the Gap: A Guide f
to Equa/ Opportunity
Lenc{ing. This guicle pro- |
vides recommendations f
for mortgage lenders in
several areas of busines
operations, inc]uc{ing
staff training, unclerwriting stan-
dards and practices, second review
policies, marlzeting, and testing.
C/asing the Gap stresses the impor-
tance of cleveloping‘ a comprehen-
sive and flexible strategy that inte-
grates fair ]en(ling practicesinto claily
business operations. Copies of the
guicle are available without charg‘e
from the Public and Community
Affairs Department, Federal Reserve
Bank of Boston, P.O. Box 2076,
Boston, MA 02106-2076. Or call
(617) 973-3459.




hree years in the maleing‘, the

Federal Housing Enterprises

Act of 1992 has changed the way
the Federal Home Loan I\”lortgage
Corporation (Fredclie Mac) and the
Federal National ﬁ’lortgage Asso-

Financial Sa£ety and Soundness’

Beth McMurtrie, Federal Reserve Bank of Boston

Specia/Aﬁbrc]aZ?/G Housing Goal:

After a two-year transition eriod, at
3 P

least 1 percent of the dollar amount

of single and multi{amily mortgage

purchases must serve low- and very

low-income families. “Very low in-

l)y the Resolution Trust Corpora-
tion and the Federal Deposit Insur-
ance Corporation. All mortgages
purchased, re{:inanced, orsecuritized
in this fashion must assist low- and
very Jow-income families and must
meet certain other criteria stated in

ciation (Fannie Mae) do
business. The Act estab-
lished the Office of Federal
Housing Enterprise Over-
sight within the U.S.
Department of Housing
and Urban Development
(HUD) to oversee the two
g‘overnment-sponsored
enterprises. The Office has
the power to establish
capi’ca] standarcls, require fi-
nancial disclosure, conduct
examinations, and enforce
compliance with the stan-
dards and rules it enacts.
Further, Freddie Mac
and Fannie Mae are now
expectecl to meet the
£o”owing affordable
housing goals, to be set
a'nnually by the HUD

o
Decretary.

Low- anc_l ﬁ'foderate-

Income Housing Goal:
Congress has set an inter-

come” is defined as less than 60 per-

“TO MEET THE LOW- AND MODERATE-INCOME HOUSING
GOAL..., THE SPECIAL: AFFORDABLE HOUSING: GOAL...,”AND
THE CENTRALCITIES, RURALAREAS, ANDOTHER UNDERSERVED
AREAS HOUSING.GOAL..., EACH ENTERPRISE SHALL—

1. DESIGN PROGRAMS AND PRODUCTS THAT FACILITATE

THE USE OF ASSISTANCE PROVIDED BY THE FEDERAL

GOVERNMENT'AND.STATE AND LOCAL GOVERNMENTS;
2. DEVELOP RELATIONSHIPS WITH NONPROFIT AND

FOR-PROFIT ORGANIZATIONS THAT DEVELOP AND

FINANCE HOUSING AND WITH STATE AND LOCAL GOV~

ERNMENTS, INCLUDING HOUSING FINANCE AGENCIES;
3. TAKE AFFIRMATIVE STEPS TO -

" A.ASSIST PRIMARY LENDERS TO MAKE HOUSING CREDIT
AVAILABLE IN-AREAS WITH CONCENTRATIONS OF LOW-=
INCOME AND MINORITY. FAMILIES; AND
B. ASSIST INSURED DEPOSITORY INSTITUTIONS TO
MEET THEIR OBLIGATIONS. UNDER THE COMMUNITY
REINVESTMENT ACT OF 1977; WHICH SHALL INCLUDE
DEVELOPING APPROPRIATE AND PRUDENT UNDERWRIT=
ING STANDARDS, BUSINESS PRACTICES, AND REPUR-
CHASE REQUIREMENTS; PRICING; FEES, AND PROCE-
DURES; AND

4. DEVELOP THE INSTITUTIONAL CAPACITY TO HELP
FINANCE LOW- AND MODERATE-INCOME HOUSING,
INCLUDING HOUSING FOR FIRST-TIME HOMEBUYERS.”

Federal Housing Enterprises Financial Safefy and
Soundness Act of 1002 (Section 1335)

the law. The transitional
goal set l)y Congress forthe
two years I)eginning' Janu-
ary 1,1993 is 815 l)iﬂion
for Freddie Mac and SZ
billion for Fannie Mae.
One-half of these purch-
ases must be multifamily
rental llousing, the other
half single-f‘a mi.ly housing .

Central Cities, Rural

Areas, a nd Other

Underserved Areas

Housing Goal: Congress
has set a two-year interim
target, })eginning January
1, 1993, in which 30 per-
cent of all mortgage
purcllases, as measured l)y
the number of units sup-
ported Ly the mortgages,
must be for llousing lo-
cated in central cities (as

defined l)y the Office of

Management and Budget).

im two-year target, l)eginning Janu-
ary 1, 1993, in which 30 percent
of the total number of clweuing
units financed ]3}' mortgages pur-
chased by Freddie Mac and Fannie
Mae must be for low- and moder-
ate-income families. “Lowincome”
is defined as up to 80 percent ofarea
median income; “moderate income”

is defined as between 80 and 100

percent of the median.
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cent of area median income. Freddie
Macand Fannie Mae can receive full
credittoward this goal tln‘ougll 1.the
purcl'xase or securitization of feder-
auy insured orguaranteecl mortgages;
2. the purcl'lase or refinancing of
existing, seasoned portjr‘olios ofloans,
if the procee&s from the sale of the
loans are reinvested l)y the lender in
similarlower-income mortgages; and
3. the purchase of direct loans made

How will this affect mortgage lend-
ers and llomeljuyers? As stated in
the law, Fannie Mae and Freddie
Mac are expectec{ to work with
lenders, pu];lic agencies, housing
finance agencies, and community
organizations to achieve their goals.
Both agencies agree that this is
the most effective way to reach
underserved markets. “Regarcﬂess
of the legislation," notes Cheryl




Regan, spolaesperson for Freddie
Mac, “our approacll to affordable
llousing is to clevelop partnerships
with local agencies.” In New En-
glancl, Freddie Mac is in the
process of cleveloping a program
with the Connecticut Department
of Housing and Fannie Mae to
provicle f;inancing for up to $100
million in mortgages ’throug‘llout
the state. Freddie Mac is also par-
ticipating’in the American Dream
Program with the Massachusetts
State Treasurer's Office to make
low down payment mortgdage
loans available to lower-income
llomelauyers. Fannie Mae has
several similar partnerships in place
and recently created the Central
Cities Initiative, with the purpose
of modi ving its existing produc’cs
to fit the individual needs of a city,
training lenders in its unclerwriting‘
procedure" and creating new proc]~
ucts, services, and proceclures as
needed. (See the sidebar for a list of
Fannie Mae’s and Freddie Mac's
existing proc]ucts for lower-income
homebuyers.)

Fannie Mae also expects to increase
its community outreach activities
throug'll llousing fairs and
homebuyereducation programs, and
it is worlaing‘ with the National
Association of Real Estate Broleers,
the National Bankers ssociation,
and the National Council of La
Raza to provicle outreach and
counseling in lower-income and
minority neig‘hi)orhoods. Fannie
Mae has also pul)lished workbooks
in Spanish and English as part of
the l)uyer education requirement
for its Community Home Buyers
Program. Freddie Mac requires
]Juyer education as well ’chrough
its Affordable Gold Program and
has proviclecl guidance for lenders
on appropriate education pro-

g’rams.

In anticipation of the le egis slation
and in recognition of the need to
reach underserved markets, in early
1992 both agencies clarified and

expanclecl their un(lerwri’cing'
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guide]ines for their standard
single-family mortgage products.
These changes were intended to
make their mortgage products
more accessible to lower-income
and nontraditional borrowers. For
example, both agencies will con-
sider housing expense-to-income
ratios in excess of the standard
ratio if the borrower can demon-
strate an a})ility to managde high
housing costs, as many lower-
income renters do. They have
also expandecl and clarified their
guic]elines in the areas of credit
llistory, sources of income, and
employmen’c history. In a recent
speech to the Mortgage Bankers
Association, Fannie Mae Chair-

man and CEQ

noted, “We have e.\penmentecl with

]ame~ JO 1nson

and developed many innovative
proclucts and services to help pri-
vate, profibmaleing‘ institutions
participate in this business of
malzing housing more affordable
for lower-income Americans and
others not well served }ay the hous-
ing finance system.”

Asaresultofthele egis lahon Fannie
Mae and Freddie Mac are also
starting to collect more informa-
tion on the loans ’chey purchase,
including‘ the homel)uyefs

income, race, and gencler and
whether the borrower is a first-time
11ome]3uyer or has received a puHic
sul)sid}n The new data will enable
them to clevelop monitoring proce-
dures for loans to lower-income
borrowers, so that they can moclify
their programs and develop new

pl‘O(lLlCtS wllen necessary.

For more information on Fannie
Mae’sand Freddie Mac’s programs,
call Geoff Smitl], Director of
Low- and Moderate-Income
Housing, Fannie Mae Northeast-
ern Regional Office, at (215)
575-1532; Mark Spates, A_{{ord-
able Housing‘ Program B’Ianager,
Freddie Mac, at (703) 903-2363;
or Jim Carey, Afordable Housing
Manager, Freddie Mac, at (703)
003-2291. 8

Lower-Income
Hﬁsﬁesnge’f Products

FANNIE MAE* :
Community Home Buyers Program
with 3/2 Option — Has flexible
underwriting and a 3/2 down pay-
ment option that allows for 2% of
the down payment to come JErom
el&:, grants; or loans.

Community Second Mortgages—
Fannie Mae will purchase the
first mortgage on a property that

alsohasa cub-iclized second mort-
dagde issued I)y a state; county, or
local hou~1nﬁ agency or nonprofxt
orgamza’clon.‘

Community Home Improvement
Mortgage Loans — Fannie Mae
will pulc}la~e the first mortgage
on a property in which the loan-
to-value ratio is based on a post-
rehab appraisal. Repair work can
account for up to 30% of the
appraised _value. Experience in
home improvement leucling and
Fannie Mae approval requirecl.

Community Land Trust Mortgage
Loans ~ Fannie Mae will pur-
chase a moi’toade that is secured
I)v a property <1’cua’cec{ on land
held IJV a commumtv land trust.

‘Guaranteed Rural Housing Loan

Pragram — Fannie Mae will pur-
chase Farmers Home Adminis-
tration—guarantée& 30-year fixed-
rate loans with a loan-to-value
ratio of up to. 100%. Borrowers
with incomesat or below 115% of
area median may qualify for in-
terest rate assistance.

FannieNeighbors Mortgages -
Available for borrowers in census
tracts with a minority population
of at least 50% and/or a median
JEamll\f income of 80% or less of
the area median. Lnderwu’cmg
criteria are the same as for the

Continued on page 10




Confinved from page 3 Lower-income Homeboyer

Community Homél)uyers Pro-
gram. Can be used in tandem

with federal,

second mortgage programs:

state, - or local

Lease-Purchase Mortgage Loans—
Fannie Mae will purchase mort-
gage loans made to nonprofit
organizations on properties that
are leased ‘to lower-income
families with ar option to ]Ju_v.
A one-time assumption of the
mortgage };)y the renting familv
is perrmtted when tlle famllv is
1eac1v to })uv

Home Equify Conversion Mort-
gages — Fannie Mae will “pur-
chase FHA:insured reverse
mortgages that permit older
homeowner~ to ’cap the equity in
their homes.

* Fannie Mae requires home-
l)uyer education in all programs

except Home Equity and Rural

Housing.

FREDDIE MAC
A%rdab/e Gold — Has flexible

unrlenvriting and a 3/2 down
payment option that allows for
2% o£ the cjown payment to
come from gifts, grants, or un-
secured loans. Homebuyer e&u-
cation is requlre({

Massachusetts American
Dream — Similar to Affordable
Golcl, this one-year program

will provide £mancmg for 1,200
families in 1993

Connecticut Home[wgers Afford-
able Mortgage Program — Freddie
Mac will provicle financing
for up to $100 million in first
mortgages. Second, down pay-
ment-assistance mortgages, are
provicled ]Jy the Connecticut
Department of Housing. The
program features reduced clos-
ing costs and points.

Communities & Banking

Adapted from an article in
“Tools For Housing”
published by the

Federal Home Loan Bank

of Boston

{Summer 193¢]

First-time llomel)uyers accounted
for 45 percent of all homes sold in
the United States in 1991. Many
member institutions of the Federal
Home Loan Bank of Boston have
cleve]opecl programs specifically for
first-time 11ome13uyers and have
used advances from the Commu-
ni’cy Investment Program (CIP) and

New En»land Housing Fund
(\TEHF) £01 this purpose w1t11 great

ucces

[T

Setting up a first-time home-
[myer program. Most first-time
homebuyer programs offer loans at
rates below those chargecl for other
mortgages, and tlley involve relaxed
underwriting standards. Typicauy,
afirst-time home})uyer program will
allow a loan-to-value ratio of 95
percent rather than the usual 80
percent, with a s’cipulation requir-
ing the purchase of private mort-
gage insurance. In some programs,
the borrower may use gi{“t money for

Qtl'ler

part of a down payment.

concessions that ]1elp a first-time
l)uver quali »include reduced appli-
cation and lo\mo costs and the
establishment of a credit lnatory
throug‘h alternative means, such as
rent and utility payments.

A source of low-cost, fixed—rate
fum{s. Using fixed-rate CIP and
NEHF {unds, members are able to
minimize the rate risk associated
with fixed-rate mortgage 1ending and
offer favorable loan terms to eligible
bu_vers. Members apply to the Fed-
eral Home Loan Bank to borrow
the amount of money they antici-
pate will be needed to fund a first-
time 11omebuyer program or one
stage of that program. CIP ad-
vances are price(l at the Federal
Home Loan Bank’s own cost of
funds and NEHF advances are
priced 5 basis points over the Bank’s
costof funds. BothCIPand NEHF
advances come in a broad range of
maturities and are available to Fed-
eral Home Loan Bank members at

Once the funds are

grantecl, members can either draw

any time.

down the entire amount as one ad-
vance or take down a “strip” of

aclvances as nee&ed.

Targeting lower-income

lzomebuyers‘ CIP and NEHF in-
come guidelines specificauy target
the low- and moderate-income
markets. CIP advances must be used
for mortgage programs that benefit
households with incomes at or be-
low 115 percent of the area’s me-
dian income, as defined l)y the U.S

Department of Housing and Urban
Developmen’c. NEHF advancescan
be used for mortgage programs or
projects that benefit households with
incomes at or below 140 percent of
the median income for the area.

For more information about mem-
bersllip in the Federal Home Loan
Bank System, the Community In-
vestment Program, or the New En-
gland Housing Fund, contact the
Federal Home Loan Bank’s Hous-
ing and Community [nvestment De-

partment at (()17) 330-9892. (8
10




|

Communify Investment Program
Hew England Housing Fund

What criteria does the Federal Home Loan Bank use in eva/uating
app/ications to use CIP or NEHF fzmc]s for lzomél)uyer programs?
The program must serve low- and moderate-income households, and the
spreacl on FHLB-funded loans must be the same or less than the lender’s
standard spread.

What are the ongoing reporting requirements?

For first-time llomel)uyer programs using CIP and NEHF funds, one-
time reporting is required after the funds have been dishursed. Thelender
must complete a form vgzrigving that the recipients of its loans are within
income guidelines. The form is approximately three pages Iong.

Can tlwfmwls be used to extend a construction loan to a nonprofit that
wants to purclzase and renovate houses, with the loan then taken out
as homes are boug;zt?

Yes. For example, Bank A would lend construction money to the
developer to cover purcl1ase and rehab costs. The takeout loan would come
from the sale of the properties. Bank B would extend mortgage loans to
the potential 11ome13uyers. Bank A may wish to ensure repayment of its
loan through a presale agreement and a commitment of funds from Bank

B. Both Bank A and Bank B could use FHLB funds.

Can the funds be used for a home improvement loan program?

Yes. [t should be noted that the shorter the term of the loan to the member
bank, the lower the interest rate cllarged. The member bank could use the
fundsto develop alow-interest home improvement loan program. This could
be particu]arly beneficial to lower-income and older homeowners with limited
lmclgets whose homes are in need of repair.

Can the fzmc]s 179‘ used to make loans on two- to four—fami/y properties
if the owner is lower-income?

Yes. The Federal Home Loan Bank is concerned with the income of the
borrower only at the time the loan is made; no borrower would have her
mortgage rescinded simply because her income rose above the maximum.

Houw many loans to ﬁrst—ﬁme lzomelmyers have been made so far?
$180 million in funds has been committed to first-time homebuyer

programs in New England since early 1990. $130 million of thathasbeen -

aclvanced.

What are some offize other uses of CIP.and NEHFfor ;wusing?
Cooperatives (including limited equity co-ops, and co-ops located on land
trusts), single—room occupancy projects, mobile home parlzs, and multi-

£amﬂy rental properties have been financed under CIP and NEHF.
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(onfinued from page 3
Breatting into e Housing Harket

To obtain listings of RTC afford-
able llousing properties, contact the
agency’s regional Sales Center, state
llousing finance agencies, or the
Federal Home Loan Bank of Bos-
ton. Listings of realtors who sell
Fannie Mae affordable 110using
properties can be obtained from the
company’s Plliladelphia regional

O%Ce.

In L\Iassachusetts, the RTC and
Fannie Mae have established
special programs to help low- and
moderate-income home})uyers
make better use of their affordable
housing programs. The RTC’s
Homeward Bound and Fannie
Mae's Home Advantage programs
are coordinated ]Jy the Citizens’
Housing and Planning Association
(CHAPA).

affiliated nonproﬁt organizations

For each program,

provide detailed information and
counseling to prospective
homel)uyers and certi{:y that the
l)uyers meet program qual-
ifications. The RTC provicles mort-
gage financing under its Seller
Financing program. Fannie Mae
provides mortgage: and rehabilita-
tion JEinancing.

Undoubtedly, the best tlling
about affordable housing clisposi—
tion programs is the price of the
properties. Accorc{ing to data
collected l)y the Massachusetts
Homebuyers Club (see p. 12), at
RTC auctions of affordable hous-
ing, properties se]l, on average, for
67 percent of their appraised values.

Buyers are cautioned, however, that
clisposi’cion programs are meant to
be temporary and may seem &isorga—
nized and {Tustrating. Spealzing of
Jche FDIC auctions, Peter Blanchard
of the Massachusetts Bankers
Association admits that the process
is not one for novices: “You reauy
have to educate yourself," he says,
“but when people understand the
process, it works very well.” (B




NATIONAL COMMOUNITY
REINVESTMENT CORLITION

Central among the concerns of
many community development or-
ganizations is access to credit and
1)a11laing services for underserved
and disaclvadtag‘ecl communities.
To provicle community organiza-
tions with a unified voice in pro-
moting the effectiveness of the
Community Reinvestment Act and
other federal community reinvest-
ment and consumer credit laws, a
number of local and national com-
munity organizations have formed
the National Community Rein-
vestment Coalition (NCRC). To
meet its O}Jjectives, the organiza-
tion acts as an advocate in commu-
nity reinvestment issues and pro-
vides services to its 214 member
organizations nationwide.

As a voice for community reinvest-
ment, NCRC tracks proposed
changes in ]Janleing legislation and
regulations that would affect the
Community Reinvestment Act.
NCRC coordinates local phone and
letter campaigns to stop congres-
sional amendments intended to
weaken CRA; it keeps members
regularly informed about CRA
issues through mailings and its
quaﬂcerly newsletter; and it pul)‘
lishes the
ment Sourceboole, a catalog of com-

ommunity Reinvest-

munity reinvestment informa-
tional resources. NCRC can also
arrange technical assistance for
community organizations wor]zing
with local lenders on reinvestment
projects.

“NCRC’s goal is to give commu-
nity organizations a stronger, co-
11esive, and more effective voice in
shaping community reinvestment
policies at the local, state, and
national levels," says ]olm Taylor,
Executive Director. To this end,
NCRC holds seminars and confer-

fommunities & Banking

ences to broaden pul)lic awareness
of community reinvestment issues,
streng‘then regulatory support of
CRA, and expand {:uncling‘ for lo-
caI, regional, and state community
organizations. A recent NCRC
WOr zshop on CRA for members of
Congress and their staff was aimed at
eclucating them from the perspective
of local community clevelopers.

For more information about
NCRC, contact ]ohn Taylor,
Executive Director, National
Community Reinvestment Coali-
tion, 1875 Connecticut Avenue
NW, Suite 710, \v\vashing‘ton D.C.
20009. Or call (202) 986-7898.

Buying a home should not have to
turn into a research project, as it
often does for families loolaing for
homes the_v can afford. The Massa-
chusetts Homebuyers Club (MHC)
takes much of the research out of
fincling‘ a home l)y provicling’ low-
and moderate-income first-time
llomel)uyers with home listing‘s,
educational programs, and referral

ervice

W
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The Homebuyers Club was estab-
lished in 1990, through a state
grant, asa nonproﬁ’c clearing‘ house
foraffordable llousing information.
The Club maintains a database of
affordable properties, including
properties owned l)y the Resolution
Trust Corporation and the Federal
Deposit Insurance Corporation.
(See the article, p 2.) Club mem-
bers receive listings of properties
that meet their specifications asthe
database is updatecl.

The Homel)uyers Club also ogers

Immel)uyer education courses. Low-
and moderate-income members

who complete these courses are
elig‘il)le for Massachusetts Hous-
ing Finance Agency (MHFA) and
Federal National

Association (Fannie Mae) financ-

Mortgage

ing. The Homel)uyers Club occa-
sionaHy holds seminars on topics
suchas l)uying atauctionsand avoid-
ing foreclosure, which members
can attend free of cllarge. The Club
also recently sponsorec{ a national
conference, “The Consumer Revo-
lution in Real Estate,” which fo- -
cused on homel)uyers' rigllts as

consumers.

The Home})uyers Club can also
refer members who would like
further assistance to a mortgage
consultant or to a “l)uyer broker.”
The mortgage consultant helps
homel)uyers understand the differ-
ent financing‘ programs available to
them and provicles assistance in
choosing the programs that best
meet their 1ong‘—term goals and
short-term needs. Buyer brokers
are brokers who solely represent
l1ome]3uyers in real estate transac-
tions. There is no cl1arg‘e to mem-
bers for the mortgage consultant’s
services. The buyer’s broker dener-
aHy splits the sales commission with
the seller’s broker, or may be paid
clirectl_v l)y the l)uyer.

Members can also take ad\fantag‘e of
discounts offered by businesses that
participate in the Club. Businesses
clirectly connected to the 1lousing
indus’ay, such as contractors, in-
spectors, attorneys, and appliance
stores, participate l)y OHering mem-
bers discounts of at least 10 per-
cent. Mortgage lenders are encour-
aged to provi(le the Homelmyers
Club with information about their
first-time homel)uyer loan products.

First-time llomebuyers canjoin the
Homebuyers Club for a prorate(l
annual fee, starting at $25. For
further information about the
Massachusetts Homebuyers Clul),

call (800) MA-BUYER.

— Paul Hilliams




PUBLICATIONS
Housing

* Pension Plans: Investments in
Aﬂorclab/e Housing Possible with
Gove’mment Assistance, General
Accounting Office (1992). This re-
port discusses the common elements
of 15 affordable housing arrange-
ments financed, in part, I)y pension
funds. The report also looks at ex-
pecte(l rates of return on these hous-
ing investments. Write to the Gen-
eral Accounting Office, P.O. Box
6015, Gaitllersl)urg, MD 20877.
Or call (202) 275-6241. Free.

s Evaluation of 1\%1'911501‘1100::]
Housing Services: Final Report,
Research Triangle Institute (1991).
This study assesses the effective-
ness and efficiency of the NHS
program over the four year periocl
from 1987 t0 1990. The stucly also
assesses the government’s potential
lia]Jili’cy associated with the 1enc{ing
activities of NHS organizations and
with the seconclary mortgage mar-
ket managed by the Neighborhood
Housing Services of America. Write
tothe Neighl'yorhoocl Reinvestment
Corporation, 1325 G Street, N.W.,
Suite 800, Wkishington, DC
20005. Or call (202) 376-2400.

° Are Mortgage Lending Policies
Discriminatory? - A Stua’y of]O
Savings Banks, New York State
Banleing Department (1993). A
report on the mortgage lending
policies and practices of ten savings
banks in New York. The study looks
at the app]ication process and out-
reach activities of these banks. It
examines in detail 2,670 mortgage
loan applications, inc[ucling both
approvals and denials, to determine
if the banks’ lending criteria are
appliecl in a consistent and nondis-
criminatory manner. The stu(ly also
looks at each bank’s undenvriting
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standards and the exceptions made
to these standards lay race and gen-
der. Write to the Banlzing Depart-
ment, Consumer Studies Division,
2 Rector St., New York, NY 10006.
Or call (212) 618-6549.

Community Development

* ABA Guide toAf][orJalyle Hous-
ing Ideas and Resources, Ameri-
can Bankers Association (1992).
This guide contains over 230 en-
tries which define community rein-
vestment terms, explain federal af-
fordable 11ousing programs, and de-
scribe resources and contacts. Write
to the Center for Community
Developmen’c, American Bankers
Association, 1120 Connecticut
Avenue, Waslnington, DC 20036.
Or call (800) 338-0626. $65 for

members, $150 for nonmembers.

° Community Deue/opment In-
vestments, Board of Governors of
the Federal Reserve System (1992).
This pul)lica’cion offers guidance to
bank holding companies on the
formation of community clevelop—
ment corporations (CDCs)and other
uses of equity investments forlocal
clevelopmen’c projects. [t covers
Federal Reserve polices and guide—
lines governing bank holc]ing com-
pany CDCs and equity investments,
key issues bank holding companies
should address when consiclering
community clevelopment invest-
ments, and the Federal Reserve
review process for approving hold-
ing company CDCs. Writeto Sheryl
Snowden, Public and Community
Affairs Department, Federal Re-
serve Bank of Boston, P.O. Box
2076, Boston, MA 02106-2076.
Or call, 973-3097. Free.

The Community Reinvestment

Sourcebook: A Guide to Resources
and Strategies for Eﬁ[ective Com-

munity Reinvestment, National

Community Reinvestment Coali-
tion (1992). Contains a summary
of the Community Reinvestment
Act, four case studies, a resource
clirectory, anda Bilgliog‘raph}u Write
to NCRC, 1875 Connecticut Ave.
N.W., Suite 1010, \\vashington,
DC 20009. Or call, (202) 986-
7898. 85.00 for members, $25.00
for nonpro{its, and $50.00 for all

others.

CRA/HMDA Guides

°A Guide to HMDA Reporting:
Getting it Rt'glnf, Federal Finan-
cial Institutions Examination
Council (1992). The Guide is writ-
ten to address the needs of manage-
ment and llelp individuals who ac-
’cua“y prepare the HMDA report. [t
provicles an overview of the law's
requirement explaining how to de-
termine whether an institution is
covered by HMDA, contains direc-
tions for assembling the necessary
tools for reporting, and gdives step-
l)_v~s’cep instructions for comple’cing‘
the HMDA Loan Application Reg-
ister. Write to FFIEC, 2100 Penn-
sylvania Avenue, N.W_, Suite 200,
\\Vasllington, DC 20037. Free.

*A Citizen’s Guide to CRA, Fed-
eral Financial Institutions Exami-
nation Council (1992). The Guide
is designed to help people under-
stand the Community Reinvest-
ment Act (CRA) and the responsi-
bili’cy it dives the federal financial
supervisory agencies to encourage
financial institutions to reinvest in
local communities where they do
business. Write to FFIEC, 2100
Pennsylvania Avenue, N.W., Suite
200, Washington, DC 20037.
Free.

o Denotes pul}]x’caf:‘uns that have been
an{erec{ Zvy f/)e Pul’/ic & Conmzuniiy
;\'/, airs Deparimcni and are available

for pub/t]: use.
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Beth McMurtrie and Paul Williams, Federal Reserve Bank of Boston

n the micl-lQSOs, Berkshire
County, Massachusetts, particu-
arlythe southern part ofthe county,
found itself at the center of a second-
home bodm. New Yorkers —and to
alesser (legree, Bostonians —found a
refuge from urban living in Western
Massachusetts. Housing prices
soared, creating a fear among local
businesses that many Berkshire
County residents would soon be
forced to leave the area for lack of
affordable housing. Fortunately, a
strong worlzing relationship among
local lenders and two community
based organizations led to the cre-
ation of an affordable mortgage
program for the area’s lower-income
homebuyers.

The Good Samaritan Home-
ownersllip Program was introduced
in 1989, but its roots were plantecl
in the early 1970s, when Berkshire
lenders and local churches funded
the creation of the Berkshire Hous-
ing Development Corporation, a
nonpro‘fit agency that (levelops
11ousing for the area’s elclerly and
lower-income people. Church and
bank representatives hold positions
on the organization’s board. Thus,
when 10 area banks and one credit
union were asked to purchase a spe-
cial 82 millon bond issue put forth
}J_V the HDC's sister organization,
the Berkshire Fund Inc., to create
an affordable mortgage program, it
was a relatively smooth transaction.

The original purpose of the pro-
gram, accorcling to Elton Ogclen,
Director of the Good Samaritan
Homeownership Program and Vice
President of the Berkshire HDC,
was to provide {'inancing to lower-
income home]auyers at a time when
no other mortgage options were
available. Having bankers on the

original committee, he saicl, “made
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it an awful lot easier to gdet other
banks to participate.”

The Good Samaritan program pro-
vides special mortdages, homebuyer
education, and counseling‘ to in-
come-elig‘ﬂ)le families in Berkshire
County. Througll the program,
fixed-rate first mortgages are made
1)y participating lenders at interest
rates up to 1.5 percent below
market. There are no origination
fees and borrowers are charged
only for appraisals and their credit
reports. Maximum household in-
comes for the program range from
$28,200 forone personto 343,500
for a {axnil}r of five. Above this,
$300 can be added for each minor
living‘ in the household. Homel)uyer
education and counseling are re-
quired and are proviclecl l)y Berk-
shire HDC. The program includes
a series of seminars that cover
subjec’cs such as lending and credit
requirements, insurance, and home

inspections.

All Good Samaritan loans must
meet traditional unclerwriting guide—
lines, including housing expense-
and debt-to-income ratios of 28/
36. The one exception is a low &
percent down payment requirement.
First mortgages are made at an 80
percent loan-to-value ratio and a
second mortgage at a 15 percent
loan-to-value ratio is provicled by
the Berkshire Fund. The second
mortgage, ’choug}l generauy at a
hig}ler interest rate than the {'irst,
has flexible repayment terms and is
scheduled so that it can be repaid in
15 years. The second mortgage also
carries a charge of 1 point as a
means of covering some of the
administrative costs of the program.
All Good Samaritan loans are held
in lenders’ portgolios and private
mortgagde insurance is not required.

Since 1989, 41 loans have been
made tllrougll the Good Samaritan
program, and many other
homel)uyers have benefitted from
the prog‘ram’s educational seminars

and counseling .

A Shared Commitment
Asintherest of New Englancl, econo-
mic conditions have cllangecl sigrﬁﬁ-
cantly in Berkshire County since the
the program began. The local econ-
omy has been hit hard }:)_V the reces-
sion, and in the past ten years about
10,000 jol)s have been lost in an area
with a population of only 150,000.
Toclay, the area suffers from a great
deal of unemployment, underem-
ployment, and outmigration.

The silver lining to the bad local
economy is that lower interest rates
and falling home prices have made
the program even more beneficial
to those low- and moderate-income
homebuyers now able to find homes
in their price range. Lenders such
as Cathy Gilmour of First Agricul—
tural Bank and Eugene Hannon of
Great Barrington Savings Bankare
enthusiastic about the benefits of
the Good Samaritan program. For
them, this is more than just some-
thing to add to their CRA files.
According to Ms. Gilmour, it’s goocl
business: “These loans help the lo-
cal economy and generate additional
business for the banks, such as car
loansand checlzing accounts.” Fur-
ther, it shows that the banks believe
they have a role in supporting local
residents, tln:ougl'x economic booms
and busts. As Mr. Hannon states,
“We're able to give something back
to the community.”

For more information on the Good
Samaritan Homeownership
Program, call Elton Qgclen at
(413) 499-1630. (8




