
H sv.~u mortgage i s " c pro-

~ram made its appearance in
1934, private moffgage 17inancing
catered primarily to tile ,veil-off.
Mortgage lenders typically required
large do.m payments on homes and
rarely o~ered loans ~th te~s longer
than ~ve years. ~t the height o~

the Great Depression, with moz~-
~a~e lending and home~uilding at
a ~a~ual standstill, ~he introductio~
o~ the Federal Housing Adminis-
t~Uon m~d the ~d,,~[ o~ low-
interest, lone-term mortgage

loans ~vith low down payments.
Homeo~ership was soon to be-

come achievable ~or middle-income
~nericans.

~qince that time an entire industW
has developed around the home
mortgage marl~et, one that has
wor!~ed extraordinarily .,ell in get-
ring middle-income ~amilies into
~omes they can a~ord. In 1990,
64 p~t o~ ~11 hou~&ol& i~
count~, owned k~eir home. Private
moff~a~e insurance and the sec-
onda~ mo~a~e market have also
helped ma~e ~ome mo~age lend-
ing a relatively low-ris~ and pro~t-
a~le venture .~or ~an~s, thfi~s, and

mortgage companies. Bv 1991, the
volume ot7 single-17amily mortgage
loan originations (excluding
re17inancings) had reached ~393
bilhon.

Yet these statistics do not tell the
ep.tire stm-v. Homeownership rates

among 17irst-time homebuyers, mi-

norities, and lower-income J~amihes
have been declining for more than a
decade, with housing prices still
vmT high relative to income, high
down payment costs and steep

monthly, mm~a~e~ pax/ments are tt~e
primaW impediments to o,mership.
One study estimates that only 17.2
percent o~ ~11 renters, and only 4.2
p~r~nt o~ bh& r~r~, haw
the saxdn~s and the income to a~-
~ord to buy ~ home, ~v~n ~,l~ g~v~
th~ opUon o~ t~l~i~g out ~ l~r~er
loan ~th a ve~, low (~ percent)
down payment.

In response, mortgage lenders, gov-
ernment a~encies,~ private mort~a~e~
insurers, and secondary mortgage
mar!~et corporations have begun to

develop new products to smwe low-
and moderate-income homebuyers.
Inherent in tile restructuring o17 the
mortgage lending marl~et is the

lie17 that home mortgages are still
one o17 the sa17est products that lend-
ers and investors can proxdde. Many
lenders are now o~ering 17irst-time
homebuyer programs with ve
doam payment requirements an~

flexible underwriting siandards.
These pro¢rams ogen pro,4& some
~orm o~ buyer education and may
o~£er below-mar!~ek interest rates as
well. Some pubhc and nonprofit
agencies o~er secon~ motivates

flexible repayment terms to help
reduce the costs o~ homeo.mership
even ~r[her.

This issue o~ Communities ~dBan~-
i,,~ lool.-s at several relatively recent
developments in the [Lousing mar-
k-et. Our 17irst article, "Brea!~ing
into tile Housing Marl~et through
Agordable Housing Dispositions,"
describes several programs devel-
oped in response to the real estate

industW collapse o17 the late 1980s.
In "Cooperative Approaches to Liv-

ing," cooperatives are presented as
one o17 several ownership options

that ot~er an alternative to the tra-
ditional single-17amily home. Lend-
ers lo&ing 17or a source o17 low-cost,
fgxed-rate fvnds to develop mort-
gage or home improvement loan



programs for lower-income custom-
ers should read "Ho~, to Finance a
First-Time Homebuyer Program
,,4th Matching Federal Home Loan
Banl~ Fnnds." The Federal Hous-
ing Enterprises Financial Safety
and Soundness Act o~ 1992 is sum-
marizefl in an a~icle d~at explains
what lenders and buyers should ~:-
pect born Fannie Mac and Freddie
Mac in the comin~ year. Fina~y, one
o~ the massy innovative and success-
M homeo~:et~hip programs in New
England is pro~ed in "Good Sa-
matqtans." Its s[oW demonstrates
ho~, l~:&r: and commun%, organi-
zations can worl~ tog&her to design
creative, effective home~wer pro-
grams ~or lower-income customers. ~

Eree and addi-subscriptions

~Uonal copies of Communi-
! ties ~ Banl~in~ are available

upon request to the Public and
Communitv~airs Department.
Federal Reser,,e Ban!~ of Boston.
P.O. Box 2076, Bosto~ MA
02106-2076. Or call >heel
Snowden at (617} 973-3097.

The views expressed in Commu-
nities ~ Banldng are not neces-
sarily those o~ tl~e Federal Re-
serve Ban!~ of Boston m-the Fed-
eral Reserve System. Informa-
tion provided on upcoming events
and other organizations should
be viewed as strictly informational

and not as an endorsement o~
their activities.

Financial institutions, commu-
nity-based organizations and
other organizations involved in
community development that
have interesting projects, pro-
grams or ideas float they would
li!~e to have mentioned in Com-
munities ~ Banlain~ should
contact:

tiz~beth ~ltulrie. Editor
Communities 8 t~nHing
Public ~nd Communlq
Federal Reserve B~nt ol Boston
P.O. Box
Boston, ~R OtlOG4.0~’G

IIIIIIY
Poul tillioms, federol teoerve tont of Boston

ousing prices in the Northeast
are among the highest in the
nation, makqng homeo~mership

all the more digicult for New

gland’s low- and moderate-income
homebuyers. For these prospe&ive
homeowners, programs for agord-
able housing disposition may be
worth looldng into.

Housing disposition programs tun
by federal agencies and secondaW
mortgage mark~et corporations are
designed to sell foreclosed commer-
cial and residential properties
through auctions, sealed bids, and
arrangements with real estate bro-
k-ers. The programs are open to the
g~l public and prope~ies are
sold ko ktae hi#hest bidders. Con-
gressional legislation mandates
that many o~ these agencies set
aside a portion o~ their inventoU
~or low- and moderate-income
~uyers.

Special programs created for
disposition of affordable single-
family housing sell foreclosed con-
dominiums and one- to four-family
properties. Depending on the sell-
ing agency, properties may be bought
for as little as ~20,000. To ensure
that properties are not bought by
investors, buyers must agree to
occupy them for a specified length
o~ time and o~en are required to
remit poz~ions of any proof earne~
if t~ p~op~,~y i~ r~old too ~oo~.

These programs have had a low
profile in New England. Moreover,
getting reliable information about
the different programs and their
properties can be di~cult. In Texas,
buyers can call a single "Hothne"
phone number to receive informa-
tion about the various disposition
programs. The programs in New
England operate independently,
however, and homebuyers must do
some research to learn which pro-
grams are active, what their guide-
lines are, and what properties are
available.

Buyers should also be aware that
disposition programs have their
limitations. Bv its nature the
disposition marl~et does not o~er
much variet3/. Many homes are in
need of repair, or are condomini-
ums that come with their o~m set of
problems. Yet those able to invest
the time and energy could save
thousands of dollars.

Federal Deposit Insurance
Corp. Auctions and Sales
The Federal Deposit Insurance
Corporation (FDIC) sells foreclosed
properties acquired from failed
commercial banl~s. The 1991 FDIC
Improvement Act requires that the
agency ma~e some o~ its residential
properties available ~or af{ordable
housing. With only five million
dollars in appropriations, FDIC
officials admit to some difficulties



in getting the program started.
FDIC auctions and sales of condo-
miniums and one- to four-family
properties are under way, however,
and for those ~,411ing to go through
the process, they can offer veD,
good deals.

"So far approximately 666 single-
family properties in New England
have been sold to qualified buyers,
with an e~timated value of ~21.7
milhon," says Jack~ Taylor, Senior
Disposition Specialist for the FDIC.
Close to 1,100 affordable housing
properties in the New England
area, valued at around ~52 million,
still remain and will be made avail-
able through the FDIC’s Northeast
Sales Center. (See the box, "M-
fordable Housing Disposition
Program Comparison.")

Qualified buyers of FDIC proper-
ties may not have adjusted incomes
greater than 115 percent of the
area median. Further,
program participants
must agree to use the
properties as their pri-
malT residences ~or at
least one year. I~ a prop-
ertv is resold x~qO~in hvelve

months a~er its purcbase
~rom the FDIC, 75 per-
cent o~ any profit must
be remi~ed to the agency.
Eligible properties are
identified by 0~eir ap-
praised values, ~th their
condition ran~in~ ~rom
poor to ~ood.

The FDIC allows cur-
rent tenants to purchase
their residences whether
or not they are income-
eligible. Tenant sales,
however, are subject to
the FDIC’s occupancy
and profit-recapture re-

quirements. Properties
can also be purchased by
nonprofit organizations

and public aCencies that
intend to provide rental
units for low-income

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-
family properties. Rebates and
discounts are limited to 10 percent
of a properb./s purchase price and
can ~e used in a variety o~ ways
~o help reduce the cosk o~ buyin~
kbe prope~,. ThouCh the FDIC
does not o~er mortgage ~inancin~,
it does wor~ witb lo~1 lenders to
t~T to ensure that ~inancin~ is avail-

~bl~ ~or it~ p~op~rti~.

The FDIC has held three afford-
able housing auctions in New En-
gland and tbe agency plans to hold
several others tbis year, though
dates have not yet been set. Sales
of sin¢le-~amily prope~ies are on-
~oin~ rEtouCh the FDIC North-
east ~ales Center.

RTC {~ Fannle }Iae
Resolution Trust Corporation
(RTC) properties are acquired from
thrif±s that previously held them in
foreclosure. The properties are held
for sale to qualified households,
nonprofit organizations, and pub-
lic a~encies ~or 97 days, a~er which
they may ~e ~old to th~ general
pubhc. Federal National Mortgage
Corporation (Fannie Mae) proper-
ties come ~rom its ~oreclosures on
~ad mortgages. Fannie Mae prop-
erties can ge ~ought ~y anyone ~ut

only qualified buyers may receive
special ~inancinf ~or affordable
housing.

~ in the case of FDIC propetties,

the condition of RTC and Fannie
Mae properties varies. They are
eligible for the affordable housing
programs based on their appraised
values, and carw owner occupancy
restrictions and income limitations.

ELIGIBLE PROPERTIES

CONDOS AND ONE-FAMILY

TWO-FAMILY

THREE-FAMILY

FOUR-FAMILY

OUALIPIED BUYERS

TERMS OF SALE

SELLER FIOANCING

FOR MORE INFORMATION

MAXIMUM APPRAISED VALUES MAXIMUM APPRAISED VALUES ALL FORECLOSED CONDOMINIUMS

$I01,250............. $67,500

14,OOO $76,000

38,OOO $92,000

$160~000 $107,000

AND ONE- TO FOUR-FAMILY

~ROPERTIEB,

MAXIMUM IOCOME:

! 15 PERCENT AREA MEDIAN

PROPERTIES MAY BE BOUGHT BY

ANYONE BUT ONLY INCOME-

QUALIFIED BUYERS MAY RECEIVE

THE AFFORDABLE HOUSING

PROGRAM FINANCItlG.

I80-DAY MARKETING PERIOD

( 12:MONTH OWNER OCCUPANCY

REQUIREMENT)

NO, BUT DISCOUNT OR REBATE UP

TO 10 PERCENT OF PURCHASE PRICE.

NORTHEAST SALES CE~,~TER

(800) 365-O381

I80-DAY MARKETING PERIOD FOR
CONDOMINIUMS

97-DAY MARKETING PERIOD FOR
ONE- TO FOUR-FAMILY PROPERTIES

( 12-MONTH OWNER OCCUPANCY
REQUIREMENT)

YES, 3-5 PERCENT DOWN PAYMENT
IS-YEAR LOAN51F BELO? $50.000

30-YEAR LOANS IF ABOVE

REHAB UP TO 25 PERCENT OF

APPRAISAL OR S5.OOO.

WHICHEVER GREATER

REGIONAL SALES CENTER
(800) 782-6326

!800}624-HOME

IN MASSACHUSETTS
(800) HOME-I I 1

NO RESTRICTION

(12-MONTH OWNER OCCUPANCY

REOUIRENENT UNDER HOME

ADVANTAGE PROGRAM)

YES. ~-5 PERCENT DOWN PAYMENT

CLOSING COST ASS{STANCE

NO MORTGABEIBSURANCENEEDED

~HOME ADVANTAGE FINANCING

IS PROVIDED BY MASSACHUSETTS

HOUSING FINANCE AGENCY)

PHILADELPHIA REGIONAL OFFICE

(215) 575-1400

IN MASSACHUSETTS

(800) HOME-Ill

Communities



Plul tllilms
Feier~l Reserve BBnt of Boslon

~he of affordableconstituents
housin8 - ~rom the homeless to
moderate-income families to the

elderly and people with disabilities -
have veq different housinl needs.
What they have in common are
limited incomes and the need [or
~t~bl~, ~gfor&bl~ ho~in~.

To meet these requirements, hous-
ing advocates and developers have
had to redefine the traditional con-
cept of home, and private lenders
increasin~ly are bein8 asked to ~i-
nance alternative housin8 projects.
(~ee ~he ~ox on paSe 6, "N~erna-
~ive Housin~ ~ Ownership
r~8~m~n~.") To l~n&~ unfamil-
iar with the ownership arranSe-
men[s and sources o~ equity and
de~[ ~nancin¢ availagle ~o
projects, alternative housin~ can
appear risky. But i~ properly sh’uc-
~ured, daese projects pose no Breaker
ris~ than conventional mm~SaSe
lendins, and can prmdde Ions-term,
locally controlled ~or&~l~ hour-
in8 ~o ~i~ ~he needs o~ particular
lower-income communRies.

Tl~e Cooperative Approach
An increasingly popular fore: of al-
ternative housing, cooperatives o~er
residents continued a~orda~iliky
and a voice ~ how theh- homes are
managed. They are also b~ical o~atter-
native hous~ sLmc~res ~ [et~s o~
the lon~-ranged       ~ plamaing,~ nonh’adi-
tional ~ancin~, and resident pa~ici-
pa[ion necessaW to mahe them worl¢.

Housin~ cooperatives can ta~e a hum-

nonprofit corporations that own and
operate multihmily residences t:or
the bene~t of the occupants. Coop-
erative members buv shares in the
corporation and pay monthly cart3,-
in~ charCes. In exchange, they re-

ceive lone-term leases and a voice in
how the cooperative is tun. ~,qhile
shar&olders can live in their particu-
lar units permanently, they own cor-
poration shares only, not the units
themselves.

A housin~ cooperative is operated
accordin~ to bylaws developed by
co-op members. These bvlaws out-
line the lovernin¢ of the corpora-

tion, detail how Board menders are
~l~t~d, and explain the co-op’s man-
agement skmcLure an~ the tqghts and
responsib~ities of mm~ers.

Housin6 cooperatives are suitable

~or people of a wide range o~ in-
comes who are capable of worldn~
well in ~roups. The major benefit o[
a housin~ cooperative is that resi-
dents have control over the proper-
ties in which they hve. Elected boards
can hire mana~ement firms to col-
lect carwin~ char~es and pe~orm
boot.~L~eeping and buildin¢ mainte-
nance, or boards may choose to run
the properties themselves to save
money, develop mana~erial st-ills,
and maintain the active participa-
tion of co-op residents.

Cooperatives also offer economic
benefits. Share prices are usua[lyless
than the cost of a do~: payment on
a house or condominium and the
corporaUon holds tl:~ o@ mo:~-
gage. ~er membership shares are
paid og, car:?4ng char~es are o~en
reduced to conkM, utions gr matte-

!lllCIS IF FIIIICIII III IiCIIICII I!IIITIICE ill CI-IP IEVlLIIlilT
AGENCIES & PROGRAMS TYPE OF ASSISTANCE

FEDERAL PROGRAMS & AGENCIES
LOW-INCOME HOUSING TAX CREDITS EQUITY

SECTION 8 RENTAL SUBSIDIES EQUITY

HOME FUNDS EQUITY - GAP

COMMUNITY DEVELOPMENT BLOCK GRANTS EQUITY - GAP

FEDERAL HOME LOAN BANK PROGRAMS EQUITY - DEBT

FARMERS HOME ADMINISTRATION PROGRAMS GAP - DEBT

STATE HOUSING FINANCE AGENCIES
VERMONT HOUSING AND CONSERVATION BOARD EQUITY

CONNECTICUT DEPARTMENT OF HOUSING GAP - DEBT

NEW HAMPSHIRE HOUSING FINANCING AUTHORITY EQUITY - GAP - DEBT

MAINE STATE HOUSING AUTHORITY EQUITY - GAP - DEBT - TA

MASSACHUSETTS HOUSING FINANCING AGENCY EQUITY - GAP - DEBT - TA
RHODE ISLAND HOUSING AND MORTGAGE FINANCE CORPORATION EQUITY - GAP - DEBT - TA

COMMUNITY LOAN FUNDS
WORCESTER COMMUNITY LOAN FUND GAP-DEBT-TA
NEW HAMPSHIRE COMMUNITY LOAN FUND DEBT- TA
VERMONT COMMUNITY LOAN FUND DEBT- TA
BOsToN COMMUNITY LOAN FUND DEBT- TA
GREATER NEW HAVEN COMMUNITY LOAN FUND DEBT- TA
MAINE COMMUNITY LOAN FUND DEBT- TA

NONPROFIT CO-OP HOUSING DEVELOPERS & TRAINERS
INSTITUTE FOR COMMUNITY ECONOMICS (MA) DEBT - TA
COMMUNITY BUILDERS (MA) TA
ASSOCIATION FOR RESIDENT CONTROL OF HOUSING (MA) TRAINING
GOOD NEWS HOUSING (RI) TA
COASTAL ENTERPRISES (ME) TA
CHAMPLAIN VALLEY MUTUAL HOUSING CORPORATION (VT) DEBT - TA - TRAINING
LAKE CHAMPLAIN HOUSING DEVELOPMENT CORPORATION (VT) TA
CONCORD AREA TRUST FOR COMMUNITY HOUSING (NH) TA - TRAINING
CO-OP INITIATIVE (CT) TA
Co-OPPoRTUNITY (CT) TRAINING

~GAP FtNANCI/tG IS A FORM OF DEBT THAT HAS FLEXIBLE REPAYMENT PROVISIONS.
THiS LISTli’tG iS A SAMPLE OF RESOURCES AVAILABLE FOR COOPERATIVE HOUSING.
FOR ADDITIOH~a,L COOPERATIVE HOUSING RESOURCE INFOR,~4ATIOH, COHTACT PAUL WILLIAMS AT (617) 973-3463.

Communities



nance, utL[ities, and a reserve fund.
The cooperative also allows members
to share the obhgations of the pro-
per~, and, in most cases, mernher~
can build up equity, in theh- shares.

~laintainin~
Af~orctability
Faced adth the possibility
of their building being sold
and the prospect of higher
rents or e~,en e,-iction, t~e
tenants o~ a buildin~ or
apa~ment complex may
decide ~o ~orm an associa-
tion and buy their resi-
dence as a cooperative cor-
poration. In other cases,
communib,-based organi-
zations may decide that
the construction o~ a new
cooperative would set~,e the
housin~ needs o~ the lo~1
communi~,.

If long-term
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
pm~etual a~ordabili~, by
~uildin~ in restrictions on
~he resale of shares. Deed
restrictions Mlow the cooperative

6om m~m-
berg at p~ces predetm~ined by"hm-
i~ed equi~ ~rmulas" and rese~ them
to new members. Equi~ ~ormulas
b~ically include the original price
o~ a unit share, the value o~
proved improvements ~o the unit,
~dius~m~ fo~ inflation, and may
include other considerations such
as the mo~affe amo~ization at-
tributable to each unit.

To reduce development costs,
leasehold cooperatives sell their
buildings to developers while gener-
ally retaining ownership of the land
and a lease on the building. The
developer forms syndicated par~ner-
ships by selling partial ownership of
the building to investors, who col-
lect tax benefits for" the life of the

syndication. The terms of the lease
,,dll usually give the cooperative first
rights to repurchase the building
when investors can no longer claim
tax benefits.

26-UNIT EAST SIDE DRIVE TOWNHOI_ DES
Concord, Nit

(~nco,-c! Area Trust for Community t-toz~sin~d, Dm,~/op~r
DEBT
CO~CORD COMMUNITY HOUSING I~VESTME~T POOL ........................~536,450
(8.5% FOR 25 YEARS)
NEW HAMPSHIRE HOUSI~G
FINANCE AUTHORITY .....................................................................S421,497
(8~ FO~ 40 YEARSI

GAP
NHHFA AFFORDABLE HOUSING FUND .............................................$~2~,O00
( 19~ FOR 40 YEARS)

EQUITY
COMMUNITY DEVELOPMENT BLOCK GRANT ......................................$266,3 I 0
FEDERAL HOME LOAN BANK (AHP GRANT) ......................................$305,000
NEW HAMPSHIRE COMMUNITY DEVELOPMENT
FINANCE AGENCY/ CHUBB LIFEAMERICA GRANT ............................... $| 10,OOO
RESIDENTS’ EQUITY .......................................................................S | 3,O00
TOTAL PERMANENT FINANCING ........................... $1,877,257

~at Lenclers Ought to Know
Because loan agreements are made
with the col-potation and not x~qth

indi,4dual members, lenders should
fully understand th~ le~M ~d orga-
nizational st~c~ure o~ the coopera-
tive before ma~ing a financial com-
mitment. The co~oration’s legal
documents ~hould b~ in order and
its organizational sta~cture ~hould
~e properly oukhned. Technical as-
sistance is available to co~orations
~rom public a~encies and nonprofit
organization with experience in ~e-
,,eloping housin~ cooperatives. (See
the ~ox, "Sources o~ Financing and
Technical ~ssistance ~or Co-op
Development.")

>xdthough lenders may not always be
able to meet the ~ull ~inanc.ing re-
qnest o~ such a[~ordahle housing

projects, they should be aware of
the public financial enhancement
programs that of£er loan guaran-
tees, tax credits, and gap financing
that can help form a worhable loan

pacl~age.

Lender’s should also be
aware of the di[-~erent
ways in which they can
assist affordable multi-
family, projects through
both short-term and
long-term lending.
Short-term acquisition
loans, construction
loans, and ~ridge loans
can be l~ey in ge[~in~ a
projec~ stat~ed or in se-
curing ~inancial com-
mitments ~rom other
sources. Ttae repaymen~
o~ such loans can be ~ied
ko the receipt o~ pu~hc
~nds or syndication pay-
ments. Federal Home
koan Ba~ meters can
o~er longer ~e~ financ-
ing th~o@~ th~ ~ord-
able Housin~ Program,
the Community Invest-
ment Program, or [he
New Englan~ Housing
F~d. L~nd~rs should
also consider the possi-

bility o~ ~ecoming equip, investors
through Low-Income Housin~
Tax Credits. (See Volume 3, Num-
ber3 o~ Communi~ies & Ban~in9 ~or
details.)

Lenders should also heep in mind
that cooperative li,dng is not ~or
ever3,one. Successful cooperatives
depend on residents’ participation,
organization, and managerial shills.
Therefore, consideration should be
gNen to a cooperative’s proxdsions
for preparin,d its members ~or co-op
lix4ng and training hoard members
in prope~y mana~emenL Lenders
~hould ~1~o consider the crite~a a
cooperative uses to admit new
members and, ~o the de~ree pos-
sible, they should assess how well
existing cooperative members wor~

to~ether, tB



ing Cooperatives, National ~&_ssocia-
tion of Housing Cooperatives and
Community Cooperative Develop-
ment Foundation (1987). Explains
what community sponsors can ex-
pect ~rom cooperatives and the
advantages o~ l~ousin¢ cooperatives
v~r~,~ r~nk~l~ ~nd indMdually-owned
hou~. D~rd~ ~om~
types o~ housing cooperatives in
United States and ways [o ~et them

cou[inuin~ cooperative eflucation
~nfl tl~e w~i~l rol~ of mutual
in~ associations and cooperative

associations. ~rrite to National
~sociation o~ Housin~ Coopera-
tives, 1614 Kin8 Sh’eek, ~exan-

&i< vA 22~. Or ~11 (705)

549-5201. ~19.00 for members,
~23.00 for nonmembers.

~ Cooperative Housing: A Handbook
for ffffectit’e Operatio,,s, Midwest
Association of Housing Coopera-
tives anti the Organization ~or
Applied ~cience in ~ociety (1977).
Prmddes an oven,Jew o~ cooperative
housing management, the continu-
ing operation o~ housing coopera-
tives, and the co-op’s responsibility
to its members. ~ri[e to National
Association o~ Housin~ Coopera-

tives, 1614 Kin8 Street, ~exan-
dria, VA 22314. Or call (703)
549-5201. ~19.00 tot members,
$23.00 tot nonmembers.

Mternative housing comes in a number of forms.
At a minimum, these arrangements provide indi-
~duals ,,~ith suitable place; to hve at affordable
prices. At their most ambitious, they give residents
the opportunity, to collectively own and manage
their homes.

° Single-Room Occupancy Housing (SRO),
also l~uo~m as Congregate Housing, is a residence
in which tenants have private rooms but share
common areas, such as the l~itchen, dining room,
living room, and bathroom. SROs owned and
managed by community-based organizations may
also of 4er social ser~dces or target specific popula-
tions, such as battered women.

¯ Co-Housing is a hybrid that combines private
and communal forms o[ living. Residents occupy
indMdual, complete housing units and share addi-
tional k-itchen, dining, and recreational facilities
~ith other residents.

° Cormmmity, Land Trusts are private nonprofit
co~oraUons that acquire and hold land in perpetuity*
[o he developed for specific community~ uses. \~Then

used for the purt, ose o~ affordable housing, the
communih+ land t~st conh-ols the terms and sale
of a11 properLies and improvements on the land in
order to maintain long-term interests, while allo~q_ng
leaseholders to retah~ general owne+hip t~ghts to
their propet~cies. Land trusts are mn by local resi-
dents and leaseholders who ow~ pox[ions o~ tM land
trust’s propert3,.

o Mutual Housing is developed, owned, and
managed by nonprofit associations and designed
for lon_+-terrn affordabihtv. Residents pay a one-
time ref, udable membership tee and a monthly
percentage o~ income as rent ~o cox er,,,, the
association’s expenses. In turn t~ey are given a
lifetime ri~h~ o~ occupancy anal a voice in ~he
management o~ the property through resi-
dents’ councils and property management
committees. Residents also have a majority
representation on the association’s board o~
directors, whose other members mav include
community and ~usiness leaders and public
o~icials. The housing units are paid ~or with
an up-~ron~ capital grant, ehminatin~ debt
and tax syndication.



The [ollowing articles and publica-
tions are available [rom the ~%socia-
Uon [or Kesident Control of Hous-
ing. Write to ’ARCH, 16 Noah
Street, Boston, 02109. ©r call (617)
742-6780.

Limited Equity Cooperatives in
3iassac]u~e~ts, (1989). Pu~tic, pri-
vate, an~ nonprofit sources ~or [i-
nancin~ the flevelopmen~ and on,o-
in~ operation of a co-op are listed.
Included for e~ch sour~ is th~ type
of ~ndin~ available and selection
criteria used. ~4.00.

° LwalAspects of Cooperatice Ilous-
i,,~, JohnAchat~, Esq., andJonathon
Klein (1988). Details legal issues
in developin~ cooperative housing,
includin~ incorporation, [ederal
~ax issues, corporate structure, and
[inancin~. ~7.00.

°Limiting Member Equity in Hous-
ing Cooperatives and How
D[([~rent ~quity Formu/ae Impact
on Co-op Member Investments. The
~irst ~rtid~ explains why and how
member equity is limited in housin~
co-ops. Sample equity ~ormutae
fl-om Massachusetts limited equity
co-ops are given. Tb~ second article
illush-ates the impact o~ ~hree
~erent equity ~ormulae on co-op
member investments ~y tracing the
value o~ two ~amihes’ co-op shares
over a period o~ 10 years. ~3.00.

°AssessiW Fina,,cia/ Stability of
Cooperatires. This article outlines
~or lenders how a co-op is sh~c-
tured and how the cooperative’s
l~g~l documents, ~inanciat man-
a~emenL and organizational s~mc-
kure act ko ensure the [inancial
stabitib, o~ th~ cooperative. Criteria
by which ~o assess a cooperative
project looldn8 for a loan are
proxdded. ~4.00.

Tl~e 1 OOl Report to Con.oress on
tl, e Federal Natio,ml Mort.o~ge
Corporation (Fannie Mae) and
1QQ1 ~eport to Congress on
th~F~d~M Ho,,,e Loan Mo~t-
gag~ Corporation (FreddieMac)
~rom the Department o~ Housing
and Urban Developmene (HUD)
examine d~e ~inancial condition,
marl~ek position, and skaktffoW re-
sponsibilities o~ these two ¢overn-
meni-sponsored enbrprises. Both
repots also discuss ~annie Mac’s
and Freddie M~c’s success in meet-

hshed gy Congress and comphance
wiih ~air housin~ statutes and re~u-
lotions, and oudines HUD’s regu-
latoq oversi~h[ o~ kheseagencies.
For copies o~ these reports, write to
HUD USER, P.O. Box 6091,
Roc~,~e, MD 20850. Or ca~ (800)
245-2691. ~4.00 each.

Misplaced or ~o~otten bills can
~pdl h-oubl~ ~or d&rs who run
rist~ o[ having utilities turned o~

or being e~cked ~or non-payment.
A new statewide program, the Mas-
sachusetts Money Management
Program (MMMP), is respondin~
~o the Crowin~ need ~or help.
MMMP is co-sponsored by the Mass
Home Care ~sociation, [he
can Association o~ Re[bed Persons/
Le¢al Counsel for the Elderly, and
~l~ Ex~uUve Offi~ of El&r
A~airs. Powered gy volunteers,
MMMP is available ~o over 70
ies and towns throushont 8 projec[
sites. Massachusetts is one o~ only
~ive states tha~ have a stabwifle
money management program.
Eligibility is limited to low-income,

trail elders who could not othenvise
a~ord the help. MMMP aims to
help elders to remain living at home
with help in 1.’coping the household
finances in order. MMMP matches
dd~ with trained, insured
volunteers who act as their represen-
tatives, payees, or bill p~yers. Vol-
unteers sot~ &rough an’ears, mat~e
payments on current bills, se~ up
repayment ~&~dd~ ~or d&r~ who
are unable ko pay ~s, ~alance checl~-
~ooks, and reconcile bad~ statements.

’}my bank interested in more in~or-
marion about MMMP d~ould have
their CP,~\ o~-icer contact Liz Bab-
bitt, the storewide coordinator,
North Shore Elder Se~qces, Inc.,
152 Sylvan Street, Danvers, ~L~
01923. Or call (50S) 750-4540.

The Federal Reserve Ban~
o[ Boston recently releas-
ed a new publication
C/osin9 t,l~e Gap: A Gu
to Equal Opportunity
Lendin9. This 8uide pro-
pities recommendations

for mort~#~ l~&~ in
several areas o~ business
operations, incluflin
staff training, unde~ritin8 stan-
dards and practices, second rexdew
policies, mar~e[in~, and
~/osin9 t]ae ~ap stresses the impor-
tance o~ developin~ a comprehen-
sive and flexible strateCy that inte-
Crates ~air lendin~ pro&ices into daily
business operations. Copies o~ the
~uide are awil~ble ~4thout charg~
~rom the Pughc and Community
~£airs Department, Federal Reserve
Ban~ o~ Boston, P.O. Box 2076,
Boston, 5L~ 02106-2076. Or c~ll
(617) 973-3459.
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1 Financial ~atebr and Ceoundness"
Act of 1992 has changed the way
tt~e Federal Home Loan Mo~gage
Corporation (Freddie Mac) and the
Fe&ral National Mop, gage Asso-
ciation {Fannie Mae) do

A_~er a two-year transition period, at
l~t 1 percent o~ ~he dollar ~moun~
o~ single and multi~amily mo~ga~e
purchases must sexwe low- and velw
tow-income [am~ies. "VeW low ~-
come" is d&n~d ~ 1~ tMn 60 p~r-

business. The ASL estab- ,,To MEET THE LOW- AND MODERATE-INCOME HOUSING
hsheflthe Ogice of Federal GOAL .... THE SPECIAL AFFORDABLE HOUSING GOAL .... AND

Housing ]~nterprise Over- THECENTRALCITIES, RURALAREAS, ANDOTHERUNDERSERVED

sight within the U.~.
AREAS HOUSING GOAL ....EACH ENTERPRISE SHALL--

Department o~ Housing
and Urban Development
(HUD) to oversee the two
~overnment-sponsored
entm~rises. The O~ice
the power to establish
capital sta~&d~, require fi-
nancial disclosure, conduct
examinations, and enforce
compliance wid~ tl~e stan-
&r& ~d ~1~ it enacts.
Further, Freddie Mac
and Fannie Mae are now
expected to meet the
~ollowing ~ord~bl~
~ousin~ ~oals, to be set
annually ~y t~e HUD 4. D~WLOP TH~ ,NST,TUT,ONAL CAPAC,TY TO H~LP
m FINANCE LOW- AND MODERATE-INCOME HOUSING,
~ecretary.

INCLUDING HOUS NG FOR FIRST-TIME HOMEBUYERS."

|. DESIGN PROGRAMS AND PRODUCTS THAT FACtL{TATE

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

Income Housing Goal:
Congress has set an inter-
im two-y, ear target, b%innin_~       ~ Janu-
ary 1, 1993, in which 30 percent
o~ the total number of dwelling
units financed by mortgages pur-
chased by Freddie Mac and Fannie
M~e must be for low- and moder-
ate-income families. "Low income"

is defined as up to 80 percent of area
median income; "moderate income"
is defined as between SO and 100
percent of the median.

Federal HousiW Enterprises Fi, a,,cial
Sou,,d.~ss Act o/1.0.02 (Section 13~5)

cent of area median income. Freddie
Mac and Fannie Mae can receive
credit toward this goal through ~. the
purchase or securitization of feder-
ally insured or guaranteed mortgages;
a. the purchase or refinancing of
existing, seasoned por~olios of loans,
if the proceeds ~’om the sale o~
loans are reinvested by the l~nder in
sim~arlower-~come mo~gaSes; and
3. the purchase oi direct loans made

by the Resolution Trust C.orpora-
tion and the Federal Deposit Insur-
ance Corporation. ~ mortgages

purchased, refinanced, or secmqtized
h~ this ~ashion must assM low- and

vev low-income famdies and must
meet ce~ain o~her c~q~mqa stated in

the law. The transitional
so~l ~,t by ConSr~ ~or th~
two years beginning Janu-
av 1, 1993 is g1.5 bithon
~or F~ddi~ M~ ==d 82
bilhon ~or Fannie Mae.
O~-MI~ o~ ~h~e p~r&-
ases must be multi~amfly
~ental housing, the other

MI~ sinsle-~amfly housing.

Centra/ CitiEs, I~ura/
Areas, anct Ot,l, er

Housiny Goah Congress
has se~ a two-year interim
target be~innin~ January
1, 1993, in which 30 per-
~ of ~11 more�age
purchases, as measured by
~t~ ~mg,~ o~ unit~ ~up-
pm~ed by the mo~aces,
must ~e ~or housin~ lo-
cated in central cities (as
defined by the O~ce o~
Management and Budget).

How.rill this agect mortgage lend-
ers and homebuyers? As stated in
the law, Fannie Mae and Freddie
Mac are expected to worl~ ~4th
lenders, public agencies, housing
finance agencies, and community

organizations to achieve their goals.
Both agencies agree that this is
the most e~ective way to reach
underserved mark-ets. "Regardless
of the legislation," notes Cheryl

Communities t t~ntin! i



Regan, spohesperson for Freddie
Mac, "our approach to a~ordable
housing is to develop partnerships
with local agencies." In New En-
gland, FresIdie Mac is in the
process o~ ~evelopin~ a program
~t~ the Connecticut Depa~ment

o~ Housin~ an~ Fannie Mae to
provide financing ~or up to ~100
milhon in mortgages throuchout
the state. Freddie Mac is also par-
kicipatin~*in the ~aerican Dream
Program with the Massachusetts
State Treasurer’s O~ice to ma~e
low down payment mortgage
loans available to lower-income
homebuvers. Fannie Mae has
several similar pa~nerships in place
a~d recendv created the Central
Cities Initiative, with the purpose
o~ modi~dn~ its existin¢ products
to fit the indMdual needs o~ a city,

trainin~ l~&~ i~ its undmwri~in¢
procedures, and creatin~ new prod-
ucts, setMces, and procedures as
needed. (See the sidebar for a list of
Fannie Mae’s anti Freddie Mac’s
existin¢ products ~or lower-income
home~uyers.)

Fannie Mae also expects to increase
its community outreach activities
through housing 17airs and
homebuyer educaUon p~o#ram~,
it is worl~in~ with the National
~ssociation o~ ~eal Estate Brohers,
the National BanI~ers Association,
and the National Council o~ La
~aza to provide outreach and
counselin~ in lower-income and
minority neighborhoods. Fannie
Mae has also publislaed worhboohs
in Spanish aud English as pa~ of
the buyer education requirement
~or its Community Home Buyers
Program. Freddie Mac requires
buyer education as wall through
~t~ ~od~bl~ Gold Program and
h~s pro,4ded ~uidance ~or len&rs
on appropriate education pro-
~rams.

In anticipation ot7 the legislation
and in recognition o17 the need to
reach underserved marl.-ets, in early
1992 both agencies clarified and
expanded their underwriting

guidelines 17or their standard
single-17amily mortgage products.
These changes were intended to
mahe their mortgage products
more accessible to lower-income
and nontraditional borrowers. For
example, ~oth aCencies will con-
sider housin~ expense-to-income
r~Uo~ i~ ~x~ of ~1~
ratio if the borrower can demon-
strafe an ability to manaCe hish
housin~ costs, as many lower-
income renters do. They have
also expanded and clarified their

~uidehnes in the areas o~ credit
histotT, sources o~ income, and
employment hMon,. In a recent
speech to the Moth,aCe Banhers
;~sociation, Fannie Mae Chair-
man ~ud CEO James Johnson
noted, "~re have experimented with
and developed manv innovative
prod.cts ~nd se~,ices to help pri-
vate, pro~it-ma~in~ institutions
participate in this ~usiness o~
m~l~h~~ hou~n~~ more ~ffor&bl~
~or lower-income Americans and
od~r~ ~oe wall ~’ed ~y ~M hou~-
in~ ~inance system."

_i~s a result o17the legislation, Fannie
Mae and Freddie Mac are also
star~ing to collect more in17orma-
~ion on d~e loans d~ey purchase,
includin~ the homebuyer’s

inborn< r~, ~nd ~n&r ~d
wh~d~r tM borrow~ i~ ~ ~irs[-time
homebuyer or has received a public
subsidy. TM ~w data will ~n~bl~
them to develop monitorin~ proce-
dures ~or loans to lower-income
borrowers, so that ~hey can modiff
their programs and develop new
products when necessaW.

For more information on Fannie
Mae’s and Freddie Mac’s programs,
call Oeof17 Smid~, Director o17
Low- and Moderate-Income
Housing, Fannie Mae Northeast-
ern Regional ©17rice, at (215)
575-1532; Marl~ Spates, dx~-17ord-
able Housing Program Manager,
Freddie Mac, at (703) 903-2363;
or Jim CareD Agordable Housing
~[anager, Freddie Mac, at (703)
903-2291. ~

FANNtE >~E~

Community Home Buyers Program

~::~e~-~tiOn~PT~ a 3~2 a2o2me~i1’le_

merit optio@t allows 17or
the doom pax ment to come 17r0m
gi~ts, grants, or loans.

Community Second Mortgages-
Fannie Mae will purchase the
~irst mor~gaCe on a property that
also has a subsidized second mor~-
gage issued hy a state, county, or
local housin~ agency or nonpro17it
organization.

Community Home Improvement
~’lO~Clage Loans- Fannie Mae
will purchase the ~irst mo~~aCe
on a propez%, in which the loan-
to-value ratio is ~ased on a pos~-
~h~b appraisal. Repair worl~ can
account ~or up to 30% o~ ~he
appraised value. Experience in
home ~provemen[ [endin~ and
Fannie Mae approval required.

Community Land Trust ]vlortyaye
Loans - Fannie Mae will pur-
cl~ase a mortgage that is secured
by a prope~ situated on hnd

Guaranteed Rural Housing Loan
Program - Fannie Mae will pur-

chase Farmers Home Adminis-
tration-guaranteed 30-year ~xed-
rate loans with a loan-to-value
ratio o17 up to 100%. Borrowers

with incomes at or below 115% o17
area median may quali~, for in-
terest rate assistance.

~anni~N~igDbo~,s Mortgages
Available for borrowers in census
tracts Mth a minority population
o17 at least 50% and/or a median
17amilv income o17 80% or less o17
the area median. Under~-iting
criteria are the same as 17or the

C~nfiniN on P~!le 10

Comrnun!fi~s ~- II~nl~inO                                                             ~



Community Homebuyers Pro-
gram. Can be used in tandem

with ~ederal, state, or local
second mortgage programs.

[_ease-Purc]~ase i’vlortya~3e Loans--
Fannie Mae ~dl purchase mot-[-
gage loans made to nonprofit
organizations on properties that
are le~sed to 10wet-income
hmilies M~h an option to buy.
A one-time assumption o~ the
mo~gage by tM rentin~
is pe~i[[ed when the hmiIy is
r~dv to buv.

Home Equity Conversion Mort-
gayes - Fannie Mae will put--
chase FHA-insured reverse
mortgages that permit older
homeovnaers to tap the equi~ in
their homes.

~ Fannie Mae requires home-
buyer education in all programs
except Home Equity and Rural
Housing.

FREDDIE bU\C
Affordable GoU - Has flexible
undet~’iting and a 3/2 down
payment option that allows ~or
2% o~ the down payment to
come ~’om gi~s, grants, or un-
secured loans. Homebuyer edu-
cation is required.

Massac]~usetts American
Dream - Similar to Affordable
Gold, this one-vear program
,,~ll prm~ide financing ~or 1,200
~amilies in 1993.

a]2/e ~\Jortyage Program --Freddie
Mac will provide financin~
~or up to gl00 million in first
mot~cga~es. Second, do~ pay-
ment-assistance mot~c~ages, are
p~ovided hv tt~e Connecticut
Departmen~ o~ Housing. The
program ~eatures reduced clos-
in~ costs and points.

Ild~l~ted [rom ~n ~rficle in
"Tools For Housing"
published bq the

Federal Home I.,o~n BonH
oIBoston
[Sumrne~199~]

First-time homebuyers accounted
for 45 percent o~ all homes sold in
the United States in 1991. Many

member institutions o~ the Federal
Home Loan Ban~ o~ Boston have
developed programs specifically ~or
first-time homebuyers and have
used advances fi-om the Commu-
nity Investment Program (CIP) and
New England Housing Fund
{NEHF) ~or this purpose with great
Success,

Setting up a flrst-time ]~ome-
t)uyar program. Most ~rsk-time
homebuyer programs o~er loans at
~-~ hdow ~ho~ &~r¢~fl for other
mo~gages, and they invoh,e relaxed
unde~i~inS standards. Typically,
a ~rst-~ime homebuyer program
~llow ~ lo~n-to-v~l~ ~Uo of
percen~ rather than the usual 80
percent, ~4th a stipulation requir-
in~ the purchase o~ private
~a~e insurance. In some programs,
khe borrower may use �i~ money ~or
part of a down payment. O~her

concessions that help a first-time
buyer quali~, include rednced apph-
cation and closing costs and the
establishment o~ a credit history
through alternative means, such as
rent and utility payments.

f!,nds. Using fixed-rate CIP and
NEHF funds, members are a~le to
miuimize the rate risl¢ associa[e~
Mth ~xed-rate mot~~aNe lending and
offer favorable loan terms t0 eligible
buyers. Members apply ~o d~e Fed-
eral Home L~an Ban]¢ to borrow
the amount o~ money they antici-
p~ ~dl b~ needed ko fund a first-
time homebuyer program or one
skate o~ that program. CIP ad-
vances are priced ak ~he F~&r~l
Home Loan Ba~’s oam cost o~
~unfls and NEHF advances are
priced 5 basis points over the Ban~’s
cos~ of fu~fls. Bod~ CIP and NEHF
aflvauces come in a ~roafl range o~
maturiUes ~nfl are awilagle ~o Fed-
~ral Hom~ Lo~n B~l¢ m~m~rs
~y Um~. On~ d~ ~n& ~r~
8rantefl, members can eid~er draw
doom Lhe enkire amounk as one
vance or tal~e dox, m a "strip" o~
~dv~n~ ~s n~&d.

Targeting lower-income
ho,,~b~q~¢,’~. CIP and NEHF in-
come~#uidehnes specifically [aroe[~
the low- and moderake-income
mariners. CIP advances must be used
~or mote�age programs [ha[ benefit
households M[h incomes at or be-
low 115 percenk o~ the area’s me-
dian income, as defined by the U.S.
Depar~men~ o~ Housing and Urban
Development. NEHF advances can
~e used ~or mo~age programs or
projects tl~ benefit hou~&ol& ~dth
incomes at or below 140 percent o~
the median income ~or the area.

For more information about mem-
bership in the Federal Home Loan
Bank" System, the Community In-
vestment Program, or the New En-
gland Housing Fund, contact the
Federal Home Loan Banh’s Hous-
ing and Communib~ Investment De-
parkment at (617) 330-9892. ~



Communilq inveslmenl Program
England ~ousin~ Fund

What critari~ does the Federal Home Loan Banh usa in evaluating
applications to usa CIP or NEHF fi, nds for homabuver programs?

The program must se~,e low- and moderate-income households, and the
spread on EHLB-~nded loans must be the same or less ~han the l~n&r%
s~andard spread.

~/hat are the ongoing reporting requirements?
For first-time homebuver programs using CIP and NEHF funds, one-
time reporting is required after the funds have been disbursed. The lender
must complete a form verifying that the recipients of its loans are Mthin
income guidelines. The form is approximately three pages long.

Can the fi, nds be used to extend a construction loan to a nonprof’~t that
,,,ants to purchase and renovate houses, w;th £~ £~,,

Yes. For example, Banl¢ A would lend constrnction money to the
developer to cover purchase and reha~ costs. The takeout loan wo~ld come
~mm ~he sale of the prope~ies. Ban~ B would exten~ mo~~aCe loans
the potential horn&uvula. BanlcA may wish to ensure repaymen~
loan through a presale agreement an~ a commitmen~ o~ h~ds ~rom Ban~
B. Both Ba~ A ~d B~ B could use FHLB

Can the funds be used for a home improvement loan program ?
Yes. It sl~ould be noted that the shol-ter the term of the lo~n to the me~er
haul< the lo*,er the interest rate charged. The member baul~ could use the
funds to develop a lo‘~,-interest home improvement loan program. This could
be particularly beneficial to lower-income and olde~ homeo‘‘~ers ,,4th lin~ited
budgets ,,,hose homes are in need of repair.

Can the funds be used to ,nahe loans on two- to four-re,nilv properties
;f the owner ;s lower-i,,com~ ?
Yes. The Federal Home Loan Banh is concerned with the income of the
hot-rower only at the time the loan is made; no borrower ,vodd have her
mortgage rescin&d simply because her income rose above the maximum.

Ho,~ many loa,,s to fim-t;me homd,.ve.s ha~e bee,, mad~ solar?
$180 million in funds has been committed to ~irst-time home~uver
programs in New England since early 1990. $130 mdhon ofthat has been

What are some of the other uses of CIP and NEHF for housing?
Cooperatives (including limited equity co-ops, and co-ops located on land
trusts), single-room occupancy projects, mobile home parks, and multi-
~amilv rental properties have been financed under CIP and NEHF.

To obtain listings of RTC afford-
able housing properties, contact the
agency’s regional Sales Center, state
housing finance agencies, or the
Federal Home Loan Banl~ of Bos-
ton. Listings of realtors who
Fannie Mac affordable housin~
prope~ies can ~e obtained born the
company’s Philndelphin regional
o~ce.

In Massachusetts, the RTC and
Fannie Mac have established
special programs to help low- and
moderate-income homebuyers
mal.-e better use of d~eir affordable
housing programs. The RTC’s
Homeward Bound and Fannie
Mac’s Home Advantage programs
are coordinated ~y the Citizens’
Housin~ and Plannin~ ~socia~ion
(C~PA). For each program,
a~ilia~ed nonprofit organizations
proxdde detailed information and
counseling to prospective
home~uyers and ce~i~, that the
~uyers meet program qual-
ifications. The ~TC prox~des mo~-
~a~e financin~ under i~s Seller
Financin~ program. Fannie Mac
prmddes mo~a~e-and rehabilita-
tion financing.

Undoubtedly, the best thing
about affordable housing disposi-
tion programs is the price of the
properties. According to data
collected bv the Massachusetts
Homebuyers Club (see p. 12), at
I~TC auctions of affordable hous-
ing, propetMes sell, on average, ~or
67 percent of their appraised values.

Buvers are cautioned, however, that
disposition programs are meant to

be temporaW and may seem disor~a-

Mzed and ~’us~rating. Speal~in~d of

the FDIC auctions, Peter Blanchard
of the Massachusetts Banl~ers
~sociation admits that the process
is not one ~or nox4ces: "You ready
have to educate yourself," ~e says,

"gut when people understand the
process, it wor~s reD, we~." ~
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Central among the concerns of
many community development or-
ganizations is access to credit and
ban~ing setadces for underserved
and disadvm~taged communities.
To prox~e community organiza-
tions wKh a uni~ie~ voice in pro-

moti~¢ &e e~ecUveness o~ the
Community ~einves~ment Act and
other ~e~eral community reinves[-
ment and consumer credit laws, a
~umb~r of lo~1 ~nd national com-
munKy organizations have ~orme~
the National Community ~ein-
vestment Coalition (NCRC). To
meet its o~jec[ives, ~he organiza-
tion acts as an advocate in commu-
nKv reinvestmen[ issues and pro-
~ddes seduces to Ks 214 member
organizations nationwide.

~ a voice for community reinvest-

ment, NCRC tracl~s proposed
changes in ban~ing legislation and
regulations that would agect the
Community Reinvestment Act.
NC~C ~oordh~t~ lo~1 pho~ ~nd
letter campaigns to stop congres-

sional amendments intended to
weaken C~; it ~eeps members

regularly informed about C~
i~s through m~ili~¢~ ~
quarterly newsletter; and it

lishes ttae Co,,,munit9
,ne,ff Source~oo~, a ca[aloIo[ com-
munity reinvestment informa-
tional resources. NC~C can also
arrange technical assistance ~or
communi~, organizations worldn~
~id~ lo~1 lenders on reinvestmenk
projects.

"NCRC’s goal is to dive commu-
nih, ordanizations a stronger, co-
hesive, and more ef{ective voice in
shaping communKv reinvestment
policies at the local, state, and
national levels," says John Taylor,
Executive Director. To this end,
NCRC holds seminars and confer-

ences to broaden pubhc awareness
o~ community reinveshnent issues,
strengthen regulatoU support of
CPvX, and expand funding for lo-
cal, regional, and state community
organizations. A recent NCRC
worl~shop on CR_A for members of
Congress and dMr stag was aimed at
educating them 6"om the perspective
of lo~al communib, &,’elopers.

For more information about
NCRC, contact John Taylor,

Executive Director, National
Community Reinvestment Coali-

tion, 1875 Connecticut ~\venue
N~v, Suite 710, ~%shington D.C.

20009. Or call (202) 986-7898.
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Buying a home should not have to
turn into a research project, as it
often does for families lookqng for
homes the,, can agord. The Massa-

chusetts Homebuvers Club (MHC)
~1~ m~& o~ th~ r~r& out of
finding a home by providing low-
and moderate-income first-time
homebuyers with home listings,
edu~Uon~t progr~m~, ~nd ~r~l
seduces.

The Homebuyers Club was estab-

lished in 1990, through a state
grant, as a nonprofit clearing house
for agordable housing information.
The Club maintains a database of
affor&ble properties, including
properties owned by tlae Resolution
Trnst Cm~oration an~ the Federal
Deposit Insurance Corporation.
(See dae ar%icle, p 2.) Club mem-
bers receive tistin~s o~ properties
that meet their specifications as the
database is updated.

The Homebuyers Club also ogers
homebuyer education courses. Low-

and moderate-income members

who complete these courses are
eligible for Massachusetts Hous-
ing Finance Agency (MHFA) and
Federal National Mortgage
;~ssociation (Fannie Mae) ~inanc-
ing. The Homebuyers Club occa-
sionally hol& seminars on topics
such as buying at andions and avoid-
in~ ~oreclosure, which members
~n ~t~nd ~r~ of &~r~. Th~ Club
also recently sponsored a national

lution in Real Estate," which ~o-
c~sed on homebuyers’ ri~h~s as
consunlers.

The Homebuyers Club can also
refer members who would lithe
further assistance to a
consulkan~ or ko a "buyer Ero!~er."
The mortgage consultant helps

ent [inancing programs ~v~ihgl~ to
them and provides assistance in
choosin# the programs that ~est
m~e~ their long-term goal~
shor[-term needs. Buyer bro~ers
are ~ro~ers who ~oldv represent
home~uyers in real estate transac-
tions. There is no charge to mem-

bers for tt~ mo~¢~ ~on~uMnt’~

ally splits the ~1~ commission with
tt~ ~dl~r’~ brol~, or m~y !,~ paid
directly by the ~uver.

~iembers can also tal.~e advantage of

discounts ogered by businesses that

participate in the Club. Businesses
directly connected to the housing
indushT, such as contractors, in-
spectors, aKorneys, and appliance
stores, participate by ogerin~ mem-
bers discounts o~ at l~t 10 pe~-
cenL Mortgage lenders are encour-
aged ~o provide the Home~uyers
Club with information about their
first-time home~uyer loan products.

First-time homebuvers can join the
Homebuvers Club for a prorated
annual f~e, stamng at 5~.~.29" For
further information about the
Massachusetts Homebuyers Club,
call (800) 5’LA-BUYER.

-- Paul Williams
Communiles t t~nHin! lI



PUBLICATIONS

Housing

° Pension Plans: Investments in
Afford,,ble Itousi,,g Possib/~ with
Goee~m, ant ~slstance, General
Accounting O~ce (1992). This re-
port discusses ~e common elements

men~s ~anced, in pa~, ~y pension
~nds. The repm~ also loohs a~ ex-
pected ra~es o~ r&um on d~ese ~ous-
~ investments. Write ~o 0~e Gen-
eral Accounkin~ O~ce, P.O. Box
6015, Oai{hm~ur~, MD 20877.
Or ca~ (202) 27&624I. Free.

o Evaluation of NeOhborhood
Housing Services: Final Report,
Research Triangle Institute (1991).
This study assesses d~e e~ective-
hess and et~iciencv o~ the NHS
program over the ~our year period
~rom 1987 to 1990. The study also
assesses the ~overnment’s potential
liabihb, associated ~qth the lendin~
actMties o~ N H S organizations and
~th the seconda~, mo~age mar-
her managed by the Neighborhood
Housing SezMces o~erica. Write
to the Neighborhood ~einves~ment
Co~oration, 1325 G Street,
Suite 800, Washington, DC
20005. Or ~11 (202) 376-2400.

o Are Mortgage Lending Policies
Discriminatory ?- A Study of I 0
Savings Banffs, New Yor~ Sta~e
Ban~ing Depa~men~ (1993). A
repo~ on ~he mo~gage lending
policies and practices o~ ten sa~4ngs
~an~s in New Yorh. The study loohs
a~ ~e application process and out-
reac~ acti~ties o~ t~ese ~an~s. It
examines in ~etail 2,670 mo~gage
lo~ ~pph¢~uon~, ~¢l~fli~g t,o~h
approvals and denials, to fleke~ine
ff the banhs’ lendin~ criteria are
applied in a consistent and nondis-
ctqminakoW manner. The s~udy also
loo~s at each ~an~’s undez~¢’itin¢

standards and the exceptions made
to these standards by race and gen-
den Write to the Banl~ing Depart-
ment, Consumer Studies DMsion,
2 Re&or St., NewYorh, NY 10006.
Or call (212) 618-6549.

Community Development

o ABA Guide toAffordable Hous-
ing Ideas and Resou,.ces, ~-neri-
can Bank-ers Association (1992).
This guide contains over 230 en-
tries which define commun%, rein-
vestment terms, explain f~&r~l ~L
fo~&bl~ hog,in8 programs, and de-
scribe resources and contacts. Write
~o the Cen~er ~or Community
Development, ~erican Banlgers
Association, 1120 Connecticut
Avenue, Wasmna~on, DC ~00~6.
Or ~A1 (800) 338-0626. 868 for
members, ~180 ~or nonmembers.

°Community Deve/opme,zt In-
vest,,zents, Board of Governors of
the Federal ~esen’e System (1992).
This publication o~ers guidance ~o
Mn~ holding companies on ~e
~orma{ion o~ community develop-
men~ co~oraUons (CDCs)and o~her
uses o~ equity investments ~or local
development projects. I~ covers
Federal ~esen,e polices and guide-
h~s 8owr~i~8 Mn~ holding ~om-
party CDCs and equib, investments,
t~ey issues ban~ holding companies
should address when consiflerin8
community development invest-

rexdew process ~or appro~n8 hold-
in~ company CDCs. W~te to
Snowflen, Public and Commun%,
~airs Depa~ment, F~&~A Ee-
smwe Ban~ o~ Boston, P.O. Box
2076, Boston, B’~ 02106-2076.
O~ cA1, 973-3097. Free.

The Community Reinvestment
Sourcebook: A Guide to Resources
and Strategies for Effective Com-
munitg Reinvestment, National

Community I~einvestment Coali-
tion (1992). Contains a summaW
of the Community I~einvestment

.~ct, four case studies, a resource
directory, and a bil~liography. Write
to NCRC, 1875 Connecticut Ave.
N.~ff., Suite 1010, Washington,
DC 20009. ©r call, (202) 986-
7898. ~5.00 for members, ~25.00
for nonprofits, and ~50.00 for all
others.

C 1LA/HMDA Guides

°A Guide to HMDA Reporting:
Getting it Right, Federal Finan-
cial Institutions Examination
Council (1992). The Guide is writ-
ten to address the needs of manage-

ment and help indMduals who ac-
tually prepare the HMDA report. It
proxqdes an oven4ew of tt~e law’s
requirement explaining how to de-
termine whether an institution is
covered bv HMDA, contains direc-
tions for asseml~ling the necessaW
tools for reporting, and gives step-
[~y-step instructions for completing
the HMDA Loan Apphcation Reg-
ister. Write to FFIEC, 2100 Penn-
sylvania Avenue, N.W., Suite 200,
Washington, 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 I~einvest-

ment Act (CEA) and the responsi-
bihty it gives the federal financial
superMsoW agencies to encourage

financial institutions to reinvest in
local communities where they do
]~usiness. Write to FFIEC, 2100
Pennsylvania Avenue, N.W., Suite
200, ~%shingt~on, DC 20037.
Free.
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The Good Samaritan Home-
ownership Program was introduced
in 1989, but its roots were planted
in the early 1970s, when Berl~shire
lenders and local churches funded
~he creation o~ the Berkshire Hous-
in8 Development Co~oration, a
nonpro~i~ aSency that develops
housin~ ~or the area’s elderly and
lower-income people. Church and
ba~ representatives hold positions
on the organization’s board. Thus,
when 10 area ba~s and one credit
union were ~slaed to purchase a spe-
cial ~2 m~on ~ond issue put ~o~h
by the HDC’s sister organization,

the Berkshire Fund Inc., to create
an a~ordable mo~a~e program, it
was a relatively smooth transaction.

The original purpose of the pro-
gram, according to Elton Ogden,
Director of the Good Samaritan
Homeownership Program and Vice

President of the Berl~shire HDC,
was to provide ~inancing to lower-
income homebuyers at a time when
no other mortgage options were
available. Having banl~ers on the
original committee, he said, "made

it an a~4ul lot easier to get other
banlgs to participate."

The Good Samaritan program pro-
~4des special mortgages, homebuyer
education, and counseling to in-
come-eligible families in Berl.-shire
County. Through the program,
fi:~ed-rate ~irst mortgages are made
by pa~icipating lenders at interest
rates up to 1.5 percent Below
market. There are no origination
fees and borrowers are char~ed
only ~or appraisals and their credit
repots. Maximum household in-
comes ~or the program range ~rom
~28,200 ~or one person ko ~43,500
~or a ~amily o~ ~ive. ~ove this,
3300 ~n E~ ~dd~d for ~1~ minor
li,4n~ in the household. Homebuyer

education an~ counsehn~ are re-
quired and are provided Ey Befit-
shire HDC. The program includes
a series o~ seminars [hat cover
subjects such as lendin~ an~ credit
requirements, insurance, and home
inspections.

’All Good Samaritan loans must
meet traditional undepa~-iting guide-
lines, including housing expense-
and debt-to-income ratios of 28/
30. The one exception is a low 5
percent doarn payment requirement.
First mortgages are ma~e at an S0
percent loan-to-value ratio and a
second mortgage at a 15 percen[
lo~-to-wlu~ ~Uo i~ provided Ey

the Berhshire Fund. The second
mo~a~e, though ~enera~y a[ a
hi~her interest rate than the first,
has flexible repayment [e~s and is
~h~duled so that it can ~e repaid in
15 years. The second mo~¢a~e also

carries a charge o~ 1 point as a
means of coverin~ some o~ the
administrative costs o~ the program.
~1 Good Samaritan loans are hMd
in lenders’ pop’olios an~ private
mo~a~e insurance is no~ required.

Since 1989, 41 loans have been
made through the Good Samaritan
program, and man), other
homebuyers have benefitted
the program’s educational seminars
and counseling.

A Strafed Commitme,~t
>~ in the rest of New England, econo-
mic conditions have changed signi~-
can@ in Berl~shire Count, s~ce the
the program ~egan. The lo~M ~o~-
omy has ~een hit hard by the reces-
sion, and in [he pask ken years abou[
10,000 jo~s have been los~ in an area

a4th a pop~ation o~ o~y 150,000.
Today, the area suge~ ~’om a ~reat
d~M of unemployment, underem-
ploy~ent, 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 Ban~ and Eugene Hannon o~
~reat BarNngton Savings Ban~ are
enthusiastic a~out t~e behests of
the Good ~amaritan program. For
them, this is more than just some-
thing to add to their C~ ~es.
2-kccording to Ms. O~mour, it’s good
Business: "These loans help the lo-
cal economy and generate additional

loans and checking accounts." Fur-
ther, it shows that the ban~s believe
they have a role in supposing lo~M
residents, through economic ~ooms
and busts. ~ Mr. Hannon states,
"We’re able to give something bac~
to the community."

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


