
HOME MORTGAGE LENDING 

New Products. New Partnerships. 
New Means of Ownership 

U
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 required 

large down payments on homes and 

rarely offered loans ·with terms longer 

than five vears. At the height of 
the Great 

0

Depression, with "mort­

gage lending and homebuilding at 

a virtual standstill, the introduction 

of the Federal Housing Adminis­

tration marked the adv~nt of low­

interest, long-term mortgage 

loans with Im~ down paym;nts. 

Homeownership was soon to be­

come achievable for middle-income 

Americans. 

Since that time an entire industrv 

has developed around the hom~ 

mortgage marhiet, one that has 

worked extraordinarilv well in get­

ting middle-income families i:1to 

ho~es they can afford. In 1990, 

64 percent of all households in this 

country owned their home. Private 

mortgage insurance and the sec­

ondarv mortgage market have also 
helped make -h~me mortgage lend­

ing a relatively low-risk and profit­
able venture for banks, thrifts, and 
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mortgage companies. By 1991, the 
volume of single-familv mortgage 
loan origina-tions {excludi~g 

refinancings) had reached $393 
billion. " 

Yet these statistics do not tell the 

entire story. Homeownership rates 

among first-time homebuvers, mi­

noriti;s, and lower-incom; families 

have been declining for more than a 

decade. With ho~sing prices still 
verv high relative to income, high 

do~'n ~ayment costs and ste:p 

montl1ly mortgage payments are the 

primary impediments to ovmership. 

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

ford to bu~ a home, even when given 

the optio:1 of taking out a l~rger 

loan with a very low (5 percent) 

clown payment. 

In response, mortgage lenders, gov­

ernment agencies, private mortgage 

insurers, and secondary mortgage 

market corporations have begun to 

develop new products to serve low­

and moderate-income homebuvers. 
Inherent in the restructuring 0°f the 

mortgage lending marl<et is the be-

lief that home mortgages are still 

one of the safest prod:icts that lend­

ers and investors can provide. Many 

lenders are no\\' offering first-time 

homebuyer programs with very low 

clown payment requirements and 
flexible underwriting standards. 

These programs often ;rovicle some 

form of buyer education and may 

offer below-marl-!et interest rates as 

well. Some public and nonprofit 
agencies offer second mortgages with 

fl~xible repayment term; to help 

reduce the costs of homeownership 

even further. 

This issue of Communities & Bank­
ing loob at several relatively recent 

developments in the housing mar­

ket. Our first a1ticle, "Breaking 

into the Housing Market througl~ 

Affordable Housing Disposition;," 

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 presented as 

one of several ownership options 

that offer an alternative to the tra­

ditional sinde-familv home. Lend­

ers loobng for a sou~ce of low-cost, 
fixed-rate -funds to develop mort­

gage or home improvement loan 



programs for lower-income custom­

ers should read "How to Finance a 

First-Time Homebuver Program 

with .0latcl1ing Feder:l 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 buyers should ex­

pect from Fannie Mae and Freddie 

Mac in the coming vear. Finallv, one 

of the ma\w inno~~tive and su~cess­

ful homeo\\~1ership programs in New 

England is profiled in "Good Sa­

maritans." Its storv demonstrates 

how lenders and co~munitv organi­

zations can worl, together to d;sign 

creative, effective l;omebuyer p;o­

grams for lower-income customers. CB 

f. ree subscriptions and addi­
tional copies of Communi­

ties & Banl.!ing are available 

upon request to the Public and 

Community Affairs Department, 

Federal Reserve Bank of Boston, 

P.O. Box 2076, Boston, JYIA 
02106-2076. Or call Sheryl 

Snowden at (617) 973-3097. 

The views ex-pressed in Commu­
nities & Banloog are not neces­

sarily those of the Federal Re­

serve Bank of Boston or the Fed­

eral Reserve Svstem. Informa­

tion provided 01; upcoming events 

and other organizations should 

be viewed as strictlv informational 

and not as an e:1dorsement of 
their activities. 

Financial institutions, commu­

nitv-based organizations and 

other organizalions involved in 

community development that 

have interesting projects, pro­

grams or ideas that they would 

like to have mentioned in Com­
munities & Banl<"-ing should 

contact: 

Elizabeth McMurtrie. Editor 
Communities & Banking 
Public and Communitq Rff oirs 
Federal Reserve Bank of Boston 
P.O. Box 2076 
Boston. MR 02106-2076 
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BHEAHIN6 INTO THE 

HOUSING MARHET THROUGH 

AFFORDABLE HOUSING 

DISPOSITIONS 
Paul Williams. Federal Reserve Bank of Boston 

H ousing prices in the Northeast 

are among the highest in the 

nation, m;l;,ing ho~eownership 

all the more difficult for New En­

gland's low- and moderate-income 

l10mebuyers. For these prospective 

l10meowners1 programs for afford­

able housing disposition may be 

worth looking into. 

Housing disposition programs run 

by federal agencies and secondary 

mortgage marbet corporations are 

designed to sell foreclosed commer­

cial, and residential properties 

through auctions, sealed bids, and 

arran;ements with real estate bro­

bers. The programs are open to the 

general public and properties are 

sold to the highest bidders. Con­

gressional le;islation mandates 

that manv of these agencies set 

aside a p~rtion of thei; inventory 

for low- and moderate-income 

buyers. 

Special programs created for 

disposition of affordable single­

famJv housing sell foreclosed con­

domi~iums a;d one- to four-familv 

properties. Depending on the seli­

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 

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 England. Moreover, 

getting reliable information about 

the di-fferent programs and their 

properties can be difficult. In Texas, 

buyers can call a single "Hotline" 

phone number to receive informa­

tion about the various disposition 

programs. The programs in New 

England operate independently, 

however, and l10mebuvers must do 

some research to lear~ which pro­

,2rams are active, what their guide­

lines are, and what properti:s are 

available. 

Buvers should also be aware that 

dis~osition programs have their 

limitations. Bv its nature the 

disposition market does not offer 

much varietv. Manv homes are in 

need of rep;ir, or ;re condomini­

ums that come with their own 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 

Co1-poration (FDIC) sells foreclosed 

properties acquired from failed 

commercial banks. The 1991 FDIC 

Improvement Act requires that the 

agencv mabe some of its residential 

p;ope~-ties avaJable for affordable 

housing. With only five mJlion 

dollars in appropriations, FDIC 

officials admit to some difficulties 



in getting the program started. 
FDIC auctions and sales of condo­
n1iniums and one- to four-familv 
properties are under way, howeve;, 
and for tl10se willing to go through 
the process, they ~an "offer v;ry 

good deals. 

"So far approximately 666 single­
family properties in New England 
have been sold to qualified buyers, 
with an e!timated value of S21.7 
million," says Jack Taylor, Senior 
Disposition Specialist forthe FDIC. 
Close to 1, 100 affordable housing 
properties in the New England 
area, valued at around S52 million, 
still remain and will be made avail­
able through the FD I C's Northeast 
Sales Cen-ter. (See the box, "Af­
fordable Housing Disposition 
Program Comparison.") 

Qualified buyers of FDIC proper­
ties may not have adjusted incomes 

of the 

families or to rebabilitate and resell 
properties to low- and moderate­
income families. 

Tl1e FDIC offers buver 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 property's purcbase price and 
can be used in a variety of ways 
to l1elp reduce the cost of buying 
the property. Though the FDIC 
does not offer mortgage financing, 
it does work with l~c:l lenders to 
trv to ensure that financing is avail-
able for its properties. ~ 

The FDIC has held three afford­
able l10using auctions in New En­
gland and tl;e agency plans to hold 
several others tl1is vear, though 
dates have not vet b;en set. Sales 
of single-family. properties are on­
goin,:J through the FDIC North­
;ast Sales C~nter. 

RTC & Fannie Mae 
Resolution Trust Corporation 
(RTC) properties are acquired from 
thrifts that previously held them in 
foreclosure. The properties are held 
for sale to qualified households, 
nonprofit organizations, and pub­
lic agencies for 97 davs, after which 
thev~ mav be sold t~ the general 

public. Federal National M~rtgage 
Corporation (Fannie Mae) proper­
ties come from its foreclosures on 
bad mortgages. Fannie Mae prop­
erties can be bought by anyone but 
only qualified buyers may receive 
special financing for affordable 

housing. 

As in tl1e case of FDIC properties, 
the condition of RIC and Fannie 
Mae properties varies. They are 
eligible for the affordable housin,;! 

pr~grams based on their appraised 
values, and carry owner occupancy 
restrictions and income limitations. 

Connnuea on pa9e 11 greater than 115 percent 
area median. Further, 

program participants 
must agree to use tl1e 
properti~s as their pri-
1narv residences for at 
least one year. If a prop­
ertv is resold within twelve 
m;nths after its purchase 
from the FDIC, 75 per­
cent of any profit must 

Affordable Housing Disposition 
Program Comparison 

be remitted to the agencv. 
Eligible properti;s a~e 
identified by their ap­
praised values, with their 
condition rangin,2 from 
poor to good. ~ ~ 

The FDIC allows cur­

rent tenants to purchase 
tbeir residences wl1ether 
or not thev are income­
eligible. Tenant sales, 
l10~•ever, are subject to 
the FDIC's occupancy 

and prof-it-recapture re­
quirements. Properties 
can also be purchased by 

nonprofit organizations 
and public agencies that 
intend to provide rental 
units for low-income 
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ELIGIBLE PROPERTIES 

Corrnos AND ONE-FAMILY 

TWO-FAMILY 

THREE-FAMILY 

FOUR-FAMILY 

QUALIFIED BUYERS 

TERMS OF SALE 

SELLER FINANCING 

FOR MORE INFORMATION 

MAXIMUM APPRAISED VALUES 

$101,250 

$114,000 

$138.000 

$160,000 

MAXIMUM INCOME: 

115 PERCENT AREA MEDIAN 

180-DAY MARKETING PERIOD 

( 12-MONTH OWNER OCCUPANCY 

REQUIREMENT) 

MAXIMUM APPRAISED VALUES 

$67,500 

$76,000 

$92,000 

$107,000 

MAXIMUM INCOME: 

115 PERCENT AREA MEDIAN 

180-DAY MARKETING PERIOD FOR 

CONDOMINIUMS 

97-DAY MARKETING PERIOD FOR 

ONE- TO FOUR-FAMILY PROPERTIES 

( 12-MONTH OWNER OCCUPANCY 

REQUIREMENT) 

ALL FORECLOSED CONDOMINIUMS 

AND ONE- TO FOUR-FAMILY 

PROPERTIES. 

PROPERTIES MAY BE BOUGHT BY 

ANYONE BUT ONLY INCOME­

QUALIFIED BUYERS MAY RECEIVE 

THE AFFORDABLE HOUSING 

PROGRAM FINANCING. 

NO RE:STR!CTION 

( 12-MONTH OWNER OCCUPANCY 

REQUIREMENT UNDER HOME 

ADVANTAGE PROGRAM) 

NO. BUT DISCOUNT OR REBATE UP YES, 3-5 PERCENT DOWN PAYMENT YES, 3-5 PERCENT DOWN PAYMENT 

TO 10 PERCENT OF PURCHASE PRICE. 15-YEAR LOANS IF BELO't'/ $50,000 CLOSING COST ASSISTANCE 

30-YEAR LOANS lF ABOVE $50,000 NO MORTGAGE INSURANCE NEEDED 

REHAB UP TO 25 PERCENT OF (HOME ADVANTAGE FINANCING 

APPRAISAL OR $5,000, IS PROVIDED BY MASSACHUSETTS 

WHICHEVER GREATER HOUSING FINANCE AGENCY) 

NORTHEAST SALES CENTER REGIONAL SALES CENTER PHILADELPHIA REGIONAL OFFICE 

<800) 365-0381 (800) 782-6326 (215) 575-1400 

<800J 624-HOME 

lN MASSACHUSETTS IN MASSACHUSETTS 

(800l HOME-111 (800) HOME-I 11 
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T
he constituents of affordable 

housinS! from the homeless to 
modera-te-income families to the 

elderly and people with disabilities -

have very different housing needs. 

What thev have in common are 

limited in~omes and the need for 

stable, affordable housing. 

To meet these requirements, hous­

ing advocates and developers have 

had to redefine the traditional con­

cept of home, and private lenders 

increasinS!lv are beinS! asked to fi­
nance alt;;native l10i:sing projects. 

(See the box on page 6, "Alterna­

tive Housing 2 Ownership Ar­
rangements.") To lenders unfamil­

iar with the ownership arrange­

ments and sources of equity and 

debt financinS! available to these 

projects, alte:irntive housing can 

appear risky. But if properly struc­

tured, these projects pose no greater 
risk than conventional mortdade 

lending, and can provide long-t:rr~, 

locally controlled affordable hous­

ing to fit the needs of particular 

lower-income communities. 

Tl1e Cooperative Approach 

An increasingly popular form of al­

ternative housing, cooperatives offer 

residents continued affordabilitv 

and a voice in how their homes ar~ 

managed. They are also typical of alter­

native housinS! structures in terms of 

the long-rang; planning, nontradi­

tional financing, and resident partici­

pation necessary to make them worl<. 

Housing cooperatives can take a num­

ber of forms, but they are generally 
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nonprofit corporations that own and 

operate multifamJy residences for 

the benefit of the occupants. Coop­
erative members buv shares in the 
corporation and pay.monthly carry­

ing charges. In exchange, they re­
ceive lon;;!-term leases and a voice in 
how tl1e ~cooperative is run. WhJe 

shareholders can live in their particu­

lar units pennanently, they mvn cor­

poration shares only, not the units 

themselves. 

A housing cooperative is operated 

according to bylaws developed by 

co-op members. These bylaws out­

line the governing of the corpora­

tion, detail how board members are 
elected, and explain the co-op' s man­

a;;!ement structure and the ri;;ihts and 
r;sponsibJities of members.~ 

Housing cooperatives are suitable 

for people of a wide range of in­

comes who are capable of worl<ing 
well in groups. The major benefit of 

a housing cooperative is that resi­

dents have control over the proper­

ties in which thev live. Elected boards 
can hire mana;ement firms to col­

lect carrying cl1arges and perform 
bool<keeping and building mainte­

nance, or boards 111av choose to n111 

the properties the~selves to save 

money, develop managerial skills, 

and maintain the active participa­

tion of co-op residents. 

Cooperatives also offer economic 

benefits. Share prices are usually less 

than the cost of a dmvn payment on 

a house or condominium and the 

coqJoration holds the only mort­

gage. After membership shares are 

paid off, canying charges are often 

reduced to contributions for mainte-

SOURCES OF FINANCING ANO TECHNICAL ASSISTANCE FOR CO-OP DEVELOPMENT 

AGENCIES & PROGRAMS TYPE OF ASSISTANCE 

FEDERAL PROGRAMS & AGENCIES 

LOW-INCOME HOUSING TAX CREDITS 

SECTION B RENTAL SUBSIDIES 

HOME FUNDS 

COMMUNITY DEVELOPMENT BLOCK GRANTS 

FEDERAL HOME LOAN BANK PROGRAMS 

FARMERS HOME ADMINISTRATION PROGRAMS 

STATE HOUSING FINANCE AGENCIES 

VERMONT HOUSING AND CONSERVATION BOARD 

CONNECTICUT DEPARTMENT OF HOUSING 

NEW HAMPSHIRE HOUSING FINANCING AUTHORITY 

MAINE STATE HOUSING AUTHORITY 

MASSACHUSETTS HOUSING FINANCING AGENCY 

RHODE ISLAND HOUSING AND MORTGAGE FINANCE CORPORATION 

COMMUNITY LOAN FUNDS 

WORCESTER COMMUNITY LOAN FUND 

NEW HAMPSHIRE COMMUNITY LOAN FUND 

VERMONT COMMUNITY LOAN FUND 

BOSTON COMMUNITY LOAN FUND 

GREATER NEW HAVEN COMMUNITY LOAN FUND 

MAINE COMMUNITY LOAN FUND 

NONPROFIT CO-OP HOUSING DEVELOPERS & TRAINERS 

INSTITUTE FOR COMMUNITY ECONOMICS (MA) 

COMMUNITY BUILDERS (MA) 

ASSOCIATION FOR RESIDENT CONTROL OF HOUSING (MA) 

GOOD NEWS HOUSING (RI) 

COASTAL ENTERPRISES (ME) 

CHAMPLAIN VALLEY MUTUAL HOUSING CORPORATION (VT) 

LAKE CHAMPLAIN HOUSING DEVELOPMENT CORPORATION (VT) 

CONCORD AREA TRUST FOR COMMUNITY HOUSING (NH) 

CO-OP INITIATIVE (CT) 

CO-OPPORTUNITY (CT) 

"'G,.;p F!NANClnG IS A FORM OF DEBT THAT HAS FLEXIBLE REPAYMENT PROVIS!OrlS. 

THIS LISTING IS A SAMPLE OF RESOURCES AVAILABLE FOR COOPERATIVE HOUSING. 

EQUITY 

EQUITY 

EQUITY - GAP 

EQUITY - GAP 

EQUITY - DEBT 

GAP - DEBT 

EQUITY 

GAP - DEBT 

EQUITY - GAP - DEBT 

EQUITY - GAP - DEBT - TA 

EQUITY - GAP - DEBT - TA 

EQUITY - GAP - DEBT - TA 

GAP - DEBT - TA 

DEBT - TA 

DEBT - TA 

DEBT - TA 

DEBT - TA 

DEBT - TA 

DEBT - TA 

TA 

TRAINING 

TA 

TA 

DEBT - TA - TRAINING 

TA 

TA - TRAINING 

TA 

TRAINING 

FOR .4DOITIO:iAL COOPERATIVE HOUSING RESOURCE INFOR~,:.!,TIOrl, CONT,;cr PAUL WILLI.-\MS .A.T ( 6171 973-3463. 
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nance, utilities, and a reserve fund. 
The cooperative also allows members 

to share the obligations of the pro­

perly and, in most cases, members 

can buJd up equity in their shares. 

Maintainini;:' 
,\ffordabilitv 

syndication. The terms of the lease 

will usually give the cooperative first 

rights to repurcl1ase tl1e building 

when investors can no longer claim 
tax benefits. 

projects, they should be aware of 

the public financial enhancement 

programs that offer loan guaran­
tees, tax credits, and gap financing 

that can help form a workable loan 

paclzage. 

Faced with tl~e possibility 

of their building being sold 

and the prospect of higher 

rents or e\'en eviction, the 

tenants of a building or 

apartment complex may 

decide to form an associa­

tion and buy their resi­

dence as a cooperative cor­

poration. In other cases, 

communitv-based on/ani­
zations m~v decide - that 

the constru;tion of a new 

cooperative would serve the 

housing needs of the local 

community. 

26-l'NIT EAST SIDE DRIVE TO\\'NHOL'SES 
Concord, NH 

Lenders should also be 

aware of the dif-ferent 
ways in which thev can 

as;ist affordable ~ulti­

family projects tbrough 

both sl10rt-term and 

long-term lending. 
Short-term acquisition 

loans, construction 

loans, and bridge loans 
can be bey in g-etting a 

project started or in se­

curing financial com­
mitm-ents from other 

sources. The repayment 

of such loans can be tied 

to the receipt of public 

funds or syndication pay­

ments. Federal Home 

Loan Bank members can 

offer longer term financ­

ing tl1ro:gh the Afford­

able Housing Program, 

the Community Invest­

ment PrograU-:, or the 
New Engl:nd Housing 

Fune!. Lenders should 

also consider the possi­

Concord Area Trust /or Community l{ousing, De,•e/oper 

DEBT 

CONCORD COMMUNITY HOUSING INVESTMENT POOL . ·······•········· .•• $536,450 

If long-term affordabilitv 
is the- corporation's pri­

mary concern it may 

choose to organize a lim­
ited equity ~ooperative. 
Tbs type of co-op shuc­

( 8.5% FOR 25 YEARS l 

NEW HAMPSHIRE HOUSING 

FINANCE AUTHORITY 

( 896 FOR 40 YEARS) 

GAP 
NHHFA AFFORDABLE HOUSING FUND 

( 196 FOR 40 YEARS) 

EQUITY 
COMMUNITY DEVELOPMENT BLOCK GRANT .... 

FEDERAL HOME LOAN BANK (AHP GRANT) ....•... 

NEW HAMPSHIRE COMMUNITY DEVELOPMENT 

....... $421,497 

.... $225,000 

······ $266,310 
...... $305,000 

ture attempts to ensure 

perpetual affordability by FINANCE AGENCY/ CHUBB LiFEAMERICA GRANT ........... $I 10,000 

building in restrictions on 
RESIDENTS' EQUITY ...•............... $13,000 

TOTAL PERMANENT FINANCING ........................... $1,877,257 

the res;le of shares. Deed 

restrictions allow the cooperative to 

buy baclz shares from exiting mem­
bers at prices predetermined by "lim­

ited equity formulas" and resell them 

to new members. Equity formulas 

typically include the original price 

of a unit sl1are, the value of ap­

proved improvements to the unit, 

adjustments for inflation, and may 

include other considerations such 

as the mortgage amortization 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. Tlrn 

developer forms syndicated partner­

ships by selling partial ownership of 
the building to investors, who col­

lect tax be~efits for the life of tl1e 
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\\
07bat Lenders Ought to Know 

Because loan agreen~ents are made 

with the corpo;ation and not with 

individual members, lenders should 

fullv understand the legal and orga­

niz~tional shucture of the coope:-a­

tive before making a financial com­

mitment. The c;rporation' s legal 

documents should be in order and 

its organizational structure should 

be pr;perly outlined. T eclrnical 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 

T eclrnical Assistance for Co-op 
Development.") 

Although lenders mav not always be 
able to -meet the full financing re­

quest of such affordable housing 

bility of becoming equity investors 

through Low-Income Housing 

TaxC;edits. (See Volume 3, Num: 

ber 3 of Communities & Banking for 

details.) 

Lenders should also l;:eep in mind 

that cooperative living is not for 

everyone. Successful cooperatives 

depend on residents' participation, 

organization, and managerial skJls. 

Therefore, consideratio~ should be 

given to a cooperative' s provisions 

for preparing its members for co-op 
living and training board members 

in p;operty management. Lenders 

should also consider the criteria a 

cooperative uses to admit new 

members and, to the degree pos­

sible, they should assess how well 

existing cooperative members work 

together. CB 



Cooperative 
Housing 
Guides 

, •
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PG,.J·::.1;,-_.,t:l 

(,_< ....... ,,,,'-;; .... ,".;::.;, .. •~·).) 

• Community Sponsorsf1ip of Hous­
ing Cooperatives, National ii,.ssocia­

tion of Housing Cooperatives and 
Community Cooperative Develop­
ment Foundation (1987). Explains 
what community sponsors can ex­
pect from cooperatives and the 
advantages of housing cooperatives 
versus rentals and individuallv-owned 
houses. Describes some st:ccessful 

types of housing cooperatives in the 
United States and wavs to stet them 
started. Also covers · the ~eed for 

continuing cooperative education 
and the special roles of mutual hous­
ing associations and cooperative 
associations. ~77rite to National 

Association of Housing Coopera­
tives, 1614 King Street, Alexan­
dria, VA 2231 .J,. Or call (703) 

5+9-5201. 519.00 for members, 
S23.00 for nonmembers. 

•Cooperative Housing: A Handbook 
/or Eflectii-e Operations, Midwest 
Association of Housing Coopera­
tives and the Organization for 
Applied Science in Society (1977). 
Provides an overview of cooperative 
l10using manastement, tbe continu­
ing op;ration -of housing coopera­

tives, and the co-op' s responsibility 
to its members. Write to National 
Association of Housing Coopera­
tives, 1614 King Street, Alexan­
dria, VA 2231.i. Or call (703) 
5-±9-5201. Sl 9.00 for members, 
523.00 for nonmembers. 

Connnuetl on poie 7 

Rltemative Housing & 
Ornnership Rrrnngements 

A.lten1ative housing comes in a number of forms. 

At a minimum, th;se arrangements provide indi­

,,iduals with suitable places to live at affordable 

prices. At their most ambitious, they give residents 

the opportunity to collectively own and manage 
tl1eir bomes. 

• Single-Room Occupancy Housing (SRO), 
also knmvn as Congregate Housing, is a residence 

in which tenants ha;e private ro~ms lmt share 

common areas, such as the btchen, dining room, 

livine room, and bathroom. SROs owr;ed and 

managed by community-based organizations may 

also offer social services or target specific popula­

tions, such as battered women. 

• Co-Housing is a hybrid that combines private 

and communal fonns of li\,ing. Residents occupy 

indi\,idual, complete housing units and sl1are addi­

tional kitchen, dinine, and recreational facilities 
with otl1er residents. -

° Community Land T rnsts are private nonprofit 

corporations that acquire and hold land in perpetuity 

to be developed for specific community uses. \When 
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used for the purpose of affordable housing, tl1e 

communitv land trust controls the terms and sale 

of all prop~rl:ies and improvements on the land in 

order to maintain long-term interests, wl1Je allo_,,,ing 

leasebolders to retain general ownership rigbts to 

tbeir properties. Land trusts are mn by local resi­

dents and leasebolders who own portions of the land 
trust's property. 

0 :Mutual Housing is developed, owned, and 

managed by nonprofit associations and designed 

for long-term affordability. Residents pay a one:. 

time refundable membership fee and a monthly 

percentage of income as rent to cover the 

association's expenses. In tum. tbey are given a 

lifetime rigbt of occupancy and a voice in tbe 

management of the property through resi­

dents' councils and property management 

committees. Residents also have a majority 

representation on tbe association's board of 

directors, whose otber members mav include 

community and business leaders a~d public 

officials. The l10using units are paid for witl1 

an up-front capital grant, eliminating debt 

and tax syndication. 



Cantinuea from µage 6 Caaµeranve Housing 6uiaes 

The following articles and publica­
tions are available from tl1e Associa­
tion for Resident Control of Hous­
ing. Write to ARCH, 16 North 
St~reet, Boston, 02109. Or call (617) 
7-±2-6780. 

Goals anci Resources /or Financing 
Limited Equity CooperatiL-es in 
Massac/ntt,;etts, (1989). Public, pri­
vate, and nonprofit sources for fi­
nancing the development and ongo­
ing operation of a co-op are listed. 
Included for each source is the type 
of funding available and selection 
criteria us~d. SJ.00. 

• Legal Aspects of Cooperative Hous­

ing, JohnAchatz, Esq., and Jonathon 
Klein ( 1988). Details legal issues 
in developing cooperative housing, 
including incorporation, federal 
tax issues, corporate structure, and 
financing. S7.00. 

• Limiting 1\1embcr Equity in Hous­
ing Cooperatii·es and Hou· tfic 

D,:B~rcnt Equity Formulae Impact 
on Co-op 1\1ember Jni-estmcnts. The 
first article explains why and how 
member equity is limited in housing 
co-ops. Sample equity formulae 
from Massaclrnsetts limited equity 
co-ops are given. The second article 
illustrates tb.e impact of three dif­
ferent equity formulae on co-op 
member investments bv tracing the 
value of two families' ~o-op sl;ares 
over a period of 10 years. :33.00. 

• Assessing Financial Stal,i/;ty o/ 
Cooperatives. This article outlines 
for lenders how a co-op is struc­
tured and how the cooperative's 
legal documents, financial man­
ag~ement, and organizational stn1c­
t~re act to en;ure the financial 
stability of the cooperative. Criteria 
by which to assess a cooperative 
project looLdng for a loan are 
provided. S4.00. 

0 l)i::.notcs pul,/ic,:iticns tf1at /1aci:: been 

QrJcr1:J l1y tf1c Puf,k:: {? Conununity 

.:1fj-~1irs !JcpL1rfrnLnt anJ cire ai:ai/al,/c 
/or pul,/ic usL. 
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Tfze 1991 Report to Congress on 
tfze Federal National Mortgage 
Corporation (Fannie Mae) and 

1991 Report to Congress on 
tfze Federal Home Loan 1\Jort­
gage Corporation (Freddie Mac) 
from the Department of Housing 
and Urban Development (HUD) 
examine the financial condition, 
marhet position, and statuto1y re­
sponsibilities of these two govern­
ment-sponsored enterprises. Both 
reports also discuss Fannie .Mae's 
and Freddie i\lac' s success in meet­
ing affordable l10using goals estab­

lisl1ecl by Congress an~! ~ompliance 
vtith fair housing statutes and regu­
lations, and outlines HUD' s regu­

laton1 oversight of these agencies. 
For ~opies of these reports, ~write to 

HUD USER, P.O. Box 6091, 
Rochville, 1'1D20850. Or call (800) 
2-±5-2691. S-t00 each. 

1\1oney 1\lana9eme11t Pro9ram 
.cli•ai/a'7le /or E!tlers 
Misplaced or forgotten bills can 
spell trouble for elders wl10 run tl1e 
rish of having utilities turned off 
or being evict-eel for non-payment. 

A ne,v statewide program, tl1e Mas­
sachusetts i\lonev i\lanagement 

Program (MMMPJ, is res;oncling 
to the growing need for help. 
MMMP is co-sponsored by the Mass 
Home Care Association, the Ameri­
can Association of Retired Persons/ 
Legal Counsel for the Elclerlv, and 
th; Executive Office of ,Elder 

Affairs. Powered bv volunteers, 
MMMP is available to over 70 cit­
ies and towns throughout 8 project 
sites. Massachusetts is one of onlv 
five states that have a statewicl~ 
money management program. 
Eligibility is limited to low-income, 

r 
frail elders who could not otherwise 
afford the help. MMMP aims to 
help elders to remain living at home 

with help in beeping the l10useholcl 
finances in order. MMMP matches 
elders with trained, insured AARP 
volunteers who act as their represen­
tatives, payees, or bill payers. Vol­
unteers sort through arrears, maL:e 

payments on curr~nt bills, set up 
repayment schedules for elders who 
are unable to pay bills, balance checl;:­
boohs, and reconcile banl;: statements. 

Any banh 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 Svlvan Street, Danvers, lvlA 
01923. Or call (508) 750--±540. 

The Federal Resen'e Banh 
of Boston recentlv releas­
ed a new publi,cation, 

Closing t/ze Gap: A Guide 
to Equal Opportunity 
Lending. This guide pro­
vides recommendations 
for mortgage lenders in 

several ar~a~ of business 
operations, including 
staff training, underwriting stan­
dards and p;actices, second review 
policies, marheting, and testing. 
Closing tfw Gap stresses the impor­
tance of developing a comprehen­
sive and flexible strategy that inte­
grates fair lending practices into daily 
business operations. Copies of the 
guide are available without charge 
from the Public and Communitv 
r\.ffairs Department, Federal Reserv~ 
Bank of Boston, P.O. Box 2076, 
Boston, lvL,\ 02106-2076. Or call 
(617) 973-3459. 



FEDERAL HOUSING ENTERPRISES 

FINANCIAL SAFETY AND SOUNDNESS ACT OF 1992 

]

1.ree ;ears. in the mal~ing, the 
Federal Housing Enterprises 
Financial Safetv and Soundness· 

Act of 1992 has ~han,:;ted the wav 
the Federal Home Loa; Mortgag~ 

Corporation (Freddie Mac) and the 
Federal National J\lortgage Asso­

Beth McMurtrie. Fede ml Reserve Bank of Boston 

Special AJ}~n{ab/e Houshzg Goal: 
After a two-year transition period, at 
least 1 percent of tbe dollar amount 
of single and multifamily mortgage 
purchases must serve low- and very 
low-income famJies. "Verv low in­
come" is defined as less tha1~ 60 per-

by the Resolution Trust Corpora­
tion and the Federal Deposit Insur­
ance Corporation. All mortgages 
purd1.ased, refinanced, orsecuritized 
in this fashion must assist low- and 
very low-income famJies and must 
meet certain other criteria stated in 

the law. The transitional ciation (Fannie :Vlae) do 
business. The Act estab­
lisl1.ed tbe Office of Federal 

Housing Enterprise Over­
sight witbin the U.S. 
D;partment of Housing 
and Urban Development 

(HUD) to oversee the two 

"TO MEET THE LOW- AND MODERATE-INCOME HOUSING goal set bv Congress for the 

two year; begir;ning Janu­
arv 1, 1993 is Sl.5 billion 
fo.r Freddie Mac and S2 
billion for Fannie Mae. 
One-half of these purcb­
ases must be multifamJv 
rental housing, the otl1;r 

GOAL. .. , THE SPECIAL AFFORDABLE HOUSING GOAL. .. , AND 

THE CENTRAL CITIES, RURAL AREAS, AND OTHER 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; 

g overnmen t-sponso red 
enterprises. The Office has 

the power to establish 

2. DEVELOP RELATIONSHIPS WITH NONPROFIT AND 

half single-fan:Jy l10using. FOR-PROFIT ORGANIZATIONS THAT DEVELOP AND 

FINANCE HOUSING AND WITH STATE AND LOCAL GOV-

ERNMENTS, INCLUDING HOUSING FINANCE AGENCIES; 
capital standards, require fi­
nancial disclosure, conduct 
exa1ninations, and enforce 
compliance with the stan-

3. TAKE AFFIRMATIVE STEPS TO -
Central Cities, Rural 
.1-i re a s , a n d O t Jz e r 

UnderserveL{ Areas 
I-lousing Goal: Congress 
has set a two-year interim 
target, beginning January 
1, 1993, in which 30 per­
cent of all mortdade 

purchases, as measur:d by 
the number of units sup­
ported by the mortgages, 
must be for housing lo­
cated in central citie-s (as 

defined by the Office of 
Management and Budget}. 

dards and rules it enacts. 
Further, Freddie Mac 

and Fannie Mae are now 
expected to meet tbe 

followinQ affordable 

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 housing g~als, to be set 
annually by the HUD 4. DEVELOP THE INSTITUTIONAL CAPACITY TO HELP 

Secretary. 

Low- and 1\foderatc­
lncome I-Iousinq Goal: 
Congress has set ~n inter-

im two-year target, beginning Janu­
ary 1, 1993, in which 30 percent 
of the total number of dwelling 
units financed by mortgages pur­
chased by Freddie Mac and Fannie 
Mae 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 80 and 100 
percent of the median. 
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FINANCE LOW- AND MODERATE-INCOME HOUSING, 

INCLUDING HOUSING FOR FIRST-TIME HOMEBUYERS." 

Federal Housing Enterprises Financial Safety am/ 
Soundness Act of 1992 (Section 1335) 

cent of area median income. Freddie 
Mac and Fannie Mae can receive full 
credittoward this goal throuQh 1 . the 
purchase or securitization ~f feder­

ally insured or guaranteed mortgages; 
2. the purchase or refinancing of 
existing, seasoned portfolios ofloans, 
if the proceeds from the sale of the 
loans are reinvested by the lender in 
simJar lower-income mortgaQes; and 
3. the purchase of direct l;a~s made 

How will this affect mortgage lend­
ers and homebuyers? As stated in 
the law, Fannie Mae and Freddie 
Mac are expected to work with 
lenders, public agencies, housing 
finance agencies, and community 
organizations to achieve their goals. 
Both agencies agree that this is 
the mo~t effecti~e way to reach 
underserved markets. "Regardless 
of the legislation," notes~ Cheryl 



Regan, spokesperson for Freddie 
. Mac, "our approach to affordable 
housing is to develop partnerships 
with local agencies." In New En­

gland, Freddie r-lac is in the 
process of developing a program 
with the Connecticut Department 
of Housing and Fannie Mae to 
provide fin:ncing for up to SlOO 
million in mortgages throughout 
the state. Freddi-e foac is als~ par­

ticipating 'in the American Dream 
Program witl1 the Massachusetts 
State Treasurer's Office to make 
low down payment mortgage 
loans available to lower-income 
l10mebuvers. Fannie Mae has 
several si~ilar partnerships in place 
and recentlv created the Central 
Cities Initi~tive, with the purpose 
of modifying its existing products 
to fit the individual needs of a citv, 
training lenders in its underwriti~g 
proced~res, and creating new prod~ 
ucts, services, and procedures as 
needed. (Seethe sidebar for a list of 
Fannie Mae's and Freddie Mac's 
existing products for lower-income 
homebuyers.) 

Fannie r,1ae also expects to increase 
its community outreach activities 
tluough l10using fairs and 
homeb~yer educatio~ programs, and 
it is working with the National 
Association o-f Real Estate Brokers, 

the National Bankers Association, 
and the National Council of La 
Raza to provide outreach and 
counseling in lower-income and 
minoritv ,neighborhoods. Fannie 

Mae ha; also ;ublished workboob 
in Spanish and English as part of 
the buyer education requirement 

for its Cornmunitv Home Buvers 
Program. Freddi~ Mac req~ires 
buver education as well through 
its. Affordable Gold Program a~d 

has provided guidance f;r lenders 
on appropriate education pro­

grams. 

In anticipation of the legislation 
and in recognition of the need to 
reach under;erved marhets, in early 
1992 both agencies clarified and 
expanded their underwriting 
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guidelines for tl1eir standard 
;ingle-family mortgage products . 
Tl1ese changes were intended to 
mahe 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 abilitv to manage higb 
housing costs,· as manv- low;r­

incom; renters do. Tl;ev have 

also expanded and clarifie~l their 
guidelines in the areas of credit 
l1istorv1 sources of incon1e 1 and 
emplo

0

yment history. In a recent 
speech to the Mortgage Banh•ers 
A.ssociation, Fannie r-lae Chair­
man and CEO James Jolrnson 
noted, "'\(Te have experimented with 

and developed many innovative 
products and services to help pri­
vate, profit-mabng institutions 
participate in this business of 
making b.ousing more afforclable 
for lo;,er-incon~e Americans and 
otl1ers not well served by the hous­
ing finance system." 

J\s a result of tl1e legislation, Fannie 
Mae and Freddi; Mac are also 
star!:ing to collect more informa­
tion o~ the loans they purchase, 
including the l10mebuver's 
income, r,ace, and gend~r and 

whether the borrower i; a first-time 
homebuyer or has received a public 
subsidv. The new data will enable 
them lo develop monitoring proce­
dures for loans to lower-income 
borrowers, so that they can mocliS, 
their programs and develop new 
products when necessary. 

For more information on Fannie 
r,lae's and Freddie Mac's programs, 

call Geoff Smith, Director of 
Low- and Moderate-Income 
Housing, Fannie Mae Nor!:heast­
ern Re;ional Office, at (215) 
575-1532; Marl< Spates, Afford­
able Housing Program Manager, 
Freddie Mac, at (703) 903-2363; 

or Jim Carey, Affordable Housing 
Manager, Freddie Mac, at (703) 

903-2291. CB 

Larner-Income 
Homebu~er Products 

F Ai~NIE MAE" 
Community Home Buyers Program 
icith 3/2 Option - Has flexible 
underwriting and a 3/2 down pay­
ment option that allows for 2% of 
the down payment to come from 

gifts, grants, or loans. 

Community Second lvfortgages­
F annie Mae will purchase the 
first mortgage on a properly that 
also has a subsidized second mort­
gage issued by a state, county, or 
local housing agency or nonprofit 
organization. 

Community Home Improvement 
1\Jortgage Loans - Fannie Mae 
will purchase the first mortgage 
on a property in which the loan­
to-value ratio is based on a post­
rehab appraisal. Repair worli'. can 
account for up to 30% of the 
appraised value. Experience in 
home improvement lending and 
Fannie Mae approval required. 

Community Land Trust lilfortgage 

Loans - Fannie Mae will pur­
chase a mor!:gage that is secured 
by a properly situated on land 
held by a community land trust. 

Guaranteed Rural Housing Loan 
Program - Fannie Mae will pur­
chase Farmers Home Adminis­
tration -guaranteed 30-year fixed­
rate loans with a loan-to-value 
ratio of up to 100%. Borrowers 
with incomes at or below 115% of 
area median may qualify for in­
terest rate assistance. 

Fan11ieNeig/1bors 1\Jortgages 
Available for borrowers in census 

tracts with a minority population 
of at least 50% and/or a median 
familv income of 80% or less of 
t11e a~ea median. Underwriting 
criteria are the same as for th; 

Continued on page 10 



Continue~ from page 9 l.0111er-lncome Homebuijer 

Community Homebuyers Pro­
gram. Can be used in tandem 
with federal, state, or local 
second mortgage programs. 

Lease-Purchase j\fortgage Loans­
Fannie Mae will purchase mort­
gage loans made to nonprofit 
organizations on properties that 
are le<Jsed to lower-income 
families with an option to buv. 
A one-time assumption of the 
mortgage by tl1e renting family 
is permitted when tbe familv is 
readv to buv. · . , 

Home Equity Conr:ersion 1\1ort­
gages - Fannie Mae will pur­
c base FHA-insured reverse 
mortgages that permit older 
homeowners to tap the equity in 
their homes. 

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

FREDDIE :r.1AC 
Affordable Gold - Has flexible 
underwriting and a 3/2 down 
payment option that allows for 
2% of the down payment to 
come from gifts, grants, or un­
secured loans. Homebuyer edu­
cation is required. 

1\1 assac/1 usetts American 
Dream - Similar to Affordable 
Gold, this one-year program 
will provide financing for 1,200 
families in 1993. 

Connecticut Homebuyers Afford­
able Mortgage Program -Freddie 
Mac will provide financing 
for up to $100 mJlion in first 
mortgages. Second, down pay­
ment-assistance mortgades are 
provided bv tbe Co~n°ec:icut 
Department of Housing. The 
program features reduced clos­
ing costs and points. 
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HOW TO FINANCE 
A FIRST-TIME 

HOMEBUYER 

PROGRAM 
WITH MATCHING 

FEDERAL HOME LORN 

BRNH FUNDS 
Atlaptetl from an article in 

"Tools For Housing'" 
published b~ the 

Federal Home lioan Bank 
of Boston 

{Summer 1992] 

First-time homebuyers accounted 
for 45 percent of all homes sold in 
the United States in 1991. Manv 
member institutions of tbe Feder~! 
Home Loan Bank of Boston have 
developed programs specifically for 
first-time l10mebuvers and have 
used advances fro~ the Commu­
nity Investment Program (CIP) and 
New England Housing Fund 
(NEHF) for this purpose witb great 
success. 

Setting up a first-time fwme­
buyer program. 1',lost first-time 
l10mebuyer programs offer loans at 
rates below those cbarged for other 
mortgages, and tbey in~1olve relaxed 
underwriting standards. Typically, 
a first-time homelmyer program will 
allow a loan-to-value ratio of 95 
percent rather than the usual 80 
percent, with a stipulation requir­
ing the purchase of private mort­
gage insurance. In some programs, 
tbe borrower may use gift money for 
part of a down payment. Other 

concessions tb.at help a first-time 
buyer quali~, include reduced appli­
cation and closing costs and the 
establishment of : credit historv 
through alternative means, sucb a,s 
rent and utility payments. 

A source of law-cost, fixed-rate 
funds. Using fixed-rate CIP and 
NEHF funds, members are able to 
minimize the rate risL: associated 
with &xed-rate morl:dade lendind and 
offer favorable loan ~e;m~ to eli:ible 
buyers. Members apply ;o the Fed­
eral Home Loan Bani< to borrow 
the amount of monev thev antici­
pate will be needed t~ fund a first­
time bomebuyer program or one 
stage of that program. CIP ad­
vances are priced at the Federal 
Home Loan Banl/ s ow11 cost of 
funds and NEHF advances are 
priced 5 basis points over the Bank's 
cost oHunds. Botb CIP and NEHF 
advances come in a broad rande of 
maturities and are available to Fed­
eral Home Loan Bank members at 
any time. Once the funds are 
granted, members can either draw 
down the entire amount as one ad­
vance or talze down a "strip" of 
advances as needed. 

Targeting lower-income 
fwmebuyers. CIP and NEHF in­
come guidelines specifically target 
the low- and moderate-income 
marl<ets. CIP advances must be used 
for mortgage programs that benefit 
households with incomes at or be­
low 115 percent of tbe area's me­
dian income, as defined bv the U.S. 
Department of Housing ;nd Urban 
Development. NEHF advances can 
be used for mortgage programs or 
projects tbat benefit households with 
incomes at or below 140 percent of 
the median income for the area. 

For more information about mem­
bership in the Federal Home Loan 
Bank System, the Communitv In­
vestment Program, orthe Ne; En­
gland Housing Fund, contact the 
Federal Home Loan Bank's Hous­
ing and Communitv Investment De­
partment at (617). 330-9892. CB 
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Communitq Investment Program 
New England Housing Funn 

Wfzat crileri~ does the Federal Home Loan Bank use in evaluating 
applications to use CIP or 1.VEHF funds /or homebuyer programs? 
The program must serve low- and moderate-income l1ousel10lds, and the 
spread on FHLB-funded loans must be the same or less than the lender's 

standard spread. 

Wfzat are tlw ongoing reporting requirements? 
For first-time homebuyer programs using CIP and NEHF funds, one­
time reporting is required after the funds have been disbursed. Tl1e lender 
must complete a form verifying that the recipients of its loans are within 
income guidelines. The fonn is approximately three pages long. 

Can tfw funds be used to extend a construction loan to a nonprof;t tlzat 
wants to purclzase and renovate /zouses, with the loan tlzen taken out 
as /zomes are bouglzt? 
Yes. For example, Banl< A would lend construction monev to the 
developer to cover purchase and rel1ab costs. Tl1.e takeout loan wo~ld come 
from the sale of the properties. Bank B would extend morts:as:e loans to 
the potential homebuyers. Banl< A may wish to ensure rep;y~ent 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 t/ze funds be used /or a lzome improvement loan program? 
Yes. It should be noted that the shorter the term of the loan to the member 
bank the lower the interest rate charged. The member bank could use the 

funds to develop a low-interest home i~provement loan program. This could 
be particularly beneficial to lower-income and older homeowners with lin1ited 
budgets whose homes are in need of repair. 

Can t/ze funds be used to make loans on two- to /our-family properties 
if t/ze owner is lower-income? 
Yes. The Federal Home Loan Bank is concerned with the income of the 
bon-ower only at the time the loan is made; no borrower would have her 
mortgage rescinded simply because her income rose above the maximum. 

IIow many loans to f;rst-time fzomebuyers have been made so Jar? 
$180 million in funds has been committed to first-time homebuyer 

programs in New England since early 1990. $130 mJlion of that has been 

advanced. 

What are some of tlze otlzer uses of CIP and NEHF /or housing? 
Cooperatives (including limited equity co-ops, and co-ops located on land 
husts), single-room occupancy projects, mobJe home parks, and multi­
family rental properties have been financed under CIP and NEHF. 
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Continued from page 3 
Breaking into tne Housing t1arket 

To obtain listings of RTC afford­

able housing pro;erties, contact the 
agency's regional Sales Center, state 
housing finance agencies, or the 

Federal Home Loan Bank of Bos­
ton. Listings of realtors who sell 
Fannie J\lae affordable housing 
properties can be obtained from th~ 
con1pany

1 

s Pbiladelpb.ia regional 
office. 

In Massaclmsetts, the RTC and 
Fannie 1'lae liave established 
special programs to help low- and 
moderate-income homebuvers 
mal~e better use of their affordable 
bousing programs. The RTC' s 
Homeward Bound and Fannie 
i\lae's Home Advantage programs 
are coordinated by the Citizens' 
Housing and Plannind Jl,..ssociation ~ ::, 
(CHAPA). For each program, 

affiliated nonprofit organizations 
provide detailed information and 

counseling to prospective 
homebuvers and certifv that the 
buyers · meet progr~m qual­

ifications. The RTC provides mort­
gage financing under its Seller 
Financing program. Fannie Mae 
provides mortgage and rehabilita­
tion financing. 

l! ndoubtedlv, the best thind 

about afford:ble bousing dispost 
tion programs is tbe price of the 
properties. According to data 
collected bv the Massachusetts 
Homebuyer~ Club (see p. 12), at 
RTC auctions of affordable hous­

ing, properties sell, on average, for 
67 percent of their appraised values. 

Buyers are cautioned, however, that 
disposition programs are meant to 
be tempora1y and may seem disorga­
nized and hustrating. Speaking of 
the FDIC auctions, Peter Blanchard 
of the Massachusetts Bankers 
Association admits that the process 
is not one for novices: "You really 
have to educate yourself," he says, 

"but when people understand the 
process, it works very well." CB 
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NATIONAL COMMUNITY 

REINVESTMENT COALITION 

Central among the concerns of 

many community development or­

ganizations is access to credit and 

banking services for underserved 

and di;advarttaged communities. 

To provide co1~munity organiza­

tions with a unified voice in pro­

moting the effectiveness of the 

Com1~unitv Reinvestment Act and 

other feder~l communitv reinvest­

ment and consumer cr;dit laws, a 

number of local and national com­

munitv organizations have formed 

the Natio"nal Communitv Rein­

vestment Coalition (:\'CRC). To 

meet its objectives, 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 communitv reinvest­

ment, :\'CRC tracb · proposed 

changes in banking legislation and 

regu!;tions that ;ould affect the 

Communitv Reinvestment Act. 

N CRC coo:dinates local phone and 

letter campaigns to stop congres­

sional amendments intended to 

weaken CRA; it keeps members 

redularlv informed about CRA 

iss"'ues tl1rough mailings and its 

quarterly ne;sletter; a~d it pub­

lishes the Community Reini-est­

ment Sourcebook, a catalog of com­

munitv reinvestment informa­

tional· resources. NCRC can also 

arrange technical assistance for 

com~unitv organizations worl<ing 

with local lend;rs on reinvestment 

projects. 

"NCRC's goal is to give commu­

nitv organizations a stronger, co­
he;ive, -and more effective :,oice in 

shaping community reinvestment 

policies at the local, state, and 

national levels," says John Taylor, 

Executive Director. To this end, 

NCRC holds seminars and confer-
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ences to broaden public awareness 

of community reinvestment issues, 

strengthen regulatory support of 

CRA, and expand funding for lo­

cal, regional, and state community 

organizations. A recent :\'CRC 
wo~rl<sl1op on CRA for mern.bers of 

Congress and their staff was aimed at 

educating them from the perspective 

of local community developers. 

For more information about 

:\'CRC, contact John Taylor, 

Executive Director, N"ational 

Community Reinvestment Coali­

tion, 1875 Connecticut Avenue 

:\'\Y', Suite 710, Washington D.C. 

20009. Or call (202) 986-7898. 

MASSACHUSETTS 

HOMEBUYERS CLUB 

Buving a home should not have to 

hu-:1 i~to a research project, as it 

often does for families looking for 

homes thev can afford. The .M;ssa­

dmsetts I-IomebuyersC!ub (1',lHC) 

tal<es much of the research out of 

finding a home by providing low­

and moderate-income first-time 

homebuvers with home listim!s, 

educatio.nal programs, and refer;al 

services. 

The Homebuvers Club was estab­

lished in 1990, through a state 

grant, as a nonprofit clea"ring house 

for affordable housing information. 

The Club maintains" a database of 

affordable properties, including 

properties owned by 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 as the 

database is updated. 

The Homebuyers Club also offers 

homebuver education courses. Low­

and m~derate-income members 

who complete these courses are 

eligible for ;\lassaclmsetts Hous­

ing Finance Agency (;\lHFA) and 

Federal :\' ational Mortgage 

Association (Fannie Mae) fi1;an"c­

ing. The Homebuvers Club occa­

si~nally holds sen~inars on topics 

such as buving at auctions and avoid­

ing forec°Jos~tre, which members 

ca;1 attend free of charge. The Club 

also recently sponsore:l a national 

conference, "The Consumer Revo­

lution in Real Estate," whicl1 fo- · 

cused on homebuyers' rights as 

consun1ers. 

The Homebuvers Club can also 

refer membe~s who would like 

further assistance to a mortgage 

consultant or to a "buver brol;e;_" 

The mortgage consuhant helps 

homebuvers understand the differ­

ent fina1~cing programs available to 

them and provides assistance in 

choosing tl1e programs that best 

meet their long-term goals and 

short-term needs. Buv;r brokers 

are brokers who sole];, represent 

l10mebuvers in real estate transac­

tions. T11ere is no charge to mem­

bers for the mortgage c~onsultant' s 

services. The buv;r,; broker gener­

ally splits the sal~s commissio~ with 

the seller's brolzer, or may be paid 

directly by the buyer. 

}, lembers can also take advantage of 

discounts offered bv businesses that 

participate in the Club. Businesses 

directlv connected to tl1e l10using 

indust~-y, such as contractors, in~ 

spectors, attorneys, and appliance 

stores, participate by offering mem­

bers discounts of at least 10 per­

cent. tlortgage lenders are encour­

aged to pr~,~de the Homebuyers 

Club with information about their 

first-time homebuyer loan products. 

First-time homebuyers can join the 

Homebuyers Club for a prorated 

annual fee, starting at S25. For 

further informati~n about the 

Massaclmsetts Homebuyers Club, 

call (800) .MA-BPYER. 

- Paul Hilliams 
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PUBLICATIONS 

Housing 

• Pension Plans: Investments in 
A/fordable Housing Possible wit/z 
Goi•:nzment Assistance, General 
Accounting Office (1992). This re­
port discusses the common elements 
of 15 affordable housim! arran;::!e­
ments financed, in part, by pensi~n 
funds. The report also looks at ex­
pected rates of return on these hous­
ing investments. \\':rrite to the Gen­

er;! Accounting Office, P.O. Box 
6015, Gaithe1;burg, MD 20877. 
Or call (202) 275-6241. Free. 

• Evaluation o/ Neiglzborlzood 
Housing Services: Fina/ Report, 
Researcl1 Triangle Institute ( 1991). 
This study assesses the effective­

ness and efficiencv of the NHS 
program over the four year period 
from 1987 to 1990. The study also 
assesses the government's potential 
liabilitv associated with the lending 
activities of NHS or;::!anizations and 

with the secondary ~ortgage mar­
ket managed bv the Neighborhood 
Housing Servi~es of Am;rica. \\TT rite 
to the N-eighborhood Reinvestment 

Corporation, 1325 G Street, N.W., 
Suite 800, Washington, DC 

20005. Or call (202) 376-2400. 

• Are fafortgage Lending Policies 
Discriminatory? - A Study of 10 
Savings Banks, New York State 

Banking Department (1993). A 
report on the mortgage lending 
policies and practices of ten savings 
banks in New Y ort The study lool;rs 

at the application process and out­
reach activities of these banks. It 
examines in detail 2,670 mortgage 
loan applications, including both 
approvals and denials, to determine 
if the banks' lending criteria are 
applied in a consistent and nondis­

criminatory manner. The study also 
looks at each bank's underwriting 
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standards and the exceptions made 
to these standards bv race and ;::!en­
der. Write to the B~nking De;art­
ment, Consumer Studies Division, 
2 Rector St., New York, NY 10006. 
Or call (212) 618-6549. 

Community Development 

• ABA Guide to A/fordable Hous­
ing Ideas and Resources, Ameri­
can Bankers Association (1992). 
This guide contains over 230 en­
tries ;hich define communitv rein­
vestment terms, explain fed:ral af­
fordable housing programs, and de­
scribe resources and contacts. \\TT rite 
to the Center for Communitv 
Development, American Banl~e;s 
Association, 1120 Connecticut 
Avenue, Washington, DC 20036. 
Or call (800) 338-0626. S65 for 
members, Sl50 for nonmembers. 

• Community Development In­
vestments, Board of Governors of 

the Federal Reserve System (1992). 
This publication offers guidance to 
bank holding companies on the 

formation of community develop­
mentcorporations (CDCs)andother 
uses of equity investments for local 

development projects. It covers 
Federal Reserve polices and guide­
lines governing bank holding com­

pany CD Cs and equity invest~ents, 
l;rey issues bank holding companies 
should address when considering 
community development invest~ 
ments, and the Federal Reserve 
review process for approving hold­

ing company CDCs. Write to She1yl 
Snowden, Public and Communitv 
Affairs Department, Federal R;­

serve Bank of Boston, P.O. Box 
2076, Boston, J\'1A 02106-2076. 
Or call, 973-3097. Free. 

Tlze Community Reinvestment 
Sourcebook: A Guide to Resources 
and Strategies /or Effective Com­
munity Reinvestment, National 

Community Reinvestment Coali­
tion ( 1992). Contains a summary 
of the Communitv Reinvestment 
Act, four case studies, a resource 
directory, and a bibliography. Write 
to NCRC, 1875 Connecticut Ave. 
N.\\T)"., Suite 1010, \\TTashington, 

DC 20009. Or call, (202) 986-
7898. S5.00 for members, S25.00 
for nonprofits, and $50.00 for all 
others. 

CRA/HMDA Guides 

• A Guide to H1\JDA Reporting: 
Getting it Rig/zt, Federal Finan­
cial Institutions Examination 
Council (1992). The Guide is writ­
ten to address the needs of mana;::!e­
ment and help individuals who ;c­

tually prepare the HMDA report. It 
provides an overview of the law's 
requirement explaining l10w to de­
termine whether an institution is 
covered bv HMDA, contains direc­
tions for ·assembling the necessa1y 

tools for reporting, and gives step­
by-step instructions for completing 
the HMDA Loan Application Reg­
ister. Write to FFIEC, 2100 Penn­
svlvaniaAvenue, N.W., Suite 200, 
\\TTasl1ington, DC 20037. Free. 

• A Citizen's Guide to CR.A, Fed­
eral Financial Institutions Exami­

nation Council (1992). The Guide 
is designed to help people under­
stand the Communitv Reinvest­
ment Act (CRA) and the responsi­
bility it gives the federal financial 
supervisory agencies to encourage 
financial institutions to reinvest in 
local communities where thev do 
business. Write to FFIEC, 2100 
PennsylvaniaAvenue, N.W., Suite 
200, Washington, DC 20037. 
Free. 

8 D.:!110/.:s pul,/ic,1/ic,ns tfwt lwi·.:, [,.:,.;n 

1.-1rJ~riJJ L,~, tf1c JJul~/i,,_- & C""'(,,nrnunity 

~-\_f/41irs D2porfrncnf an .. --/ i..7.r..: L?L'ai/ab/c 
pul,lic 1/Sc'. 
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Beth HcMurtrie and Paul Williams. Fe demi Reserve Bantt of Boston 

I n the mid-l 980s, Berkshire 
Countv, Massaclmsetts, particu­
larlyth~ southern part of the county, 

found itself at the center of a second­
home bodm. New Yorkers - and to 
a lesser degree, Bostonians - found a 
refuge fro;11. urban living in \\7 estem 
t-lassachusetts. Housing prices 
soared, creating a fear among local 
businesses th;t manv Berkshire 
Countv residents wo~ld soon be 
forced ·to leave the area for lack of 

affordable housing. Fortunatelv, a 
strong wor];'ing relationsbip am~ng 
local lenders and two communitv 
based organizations led to the cr;­
a tion of an affordable mortgage 
program for the area's lower-inc~1~e 

homebuyers. 

The Good Samaritan Home­
mvnership Program was introduced 

in 1989, but its roots were planted 
in the early 1970s, when Berkshire 
lenders and local churches funded 
the creation of the Berkshire Hous­
ing Development Corporation, a 
nonprofit agency that develops 
housing for the area's elderlv and 

lower-i~come people. Church and 
bank representatives hold positions 
on the organization's board. Thus, 

when 10 ;rea banks and one credit 
union were aslced to purchase a spe­
cial S2 millon bond issue put forth 
bv 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, according to Elton Ogden, 
Director of th; Good Sam:ritan 
Homeownership Program and Vice 
President of the Berkshire HDC, 

was to provide financing to lower­
income homebuyers at a time when 
no other mortgage options were 
avaJable. Having bankers on the 
original committ~e, he said, "made 
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it an awful lot easier to get other 
ban];:s to participate." 

The Good Samaritan program pro­
vides special mortgages, homebuyer 
education, and counseling to in­
come-eligible families in B"erkshire 
County." Through the program, 
fixed-rate first mortgages are made 

by participating lenJe;s at interest 
rates up to 1.5 percent below 
market. There are no origination 
fees and borrowers are ~harsted 
only for appraisals and their cr;dit 
reports. r-laximum l10usehold in­
comes for the program range from 
S28 ,200 for one person to S43 ,500 
for a familv of five. Above this, 
S300 can b~ added for each minor 
living in the household. Homebuver 
educ:tion and counseling are ·re­

quired and are provided by Berli!­
shire HDC. The program includes 
a series of seminars that cover 
subjects such as lending and credit 
requirements, insurance, and home 

inspections. 

All Good Samaritan loans must 
meet traditional underwriting guide­

lines, including housing e:;ense­
and debt-to-income ratios of 28/ 
36. The one exception is a low 5 
percent dow11. payment requirement. 
First mortgages are made at an 80 
percent lo;n:to-value ratio and a 
second mortgage at a 15 percent 
loan-to-value ratio is provided by 
the Berkshire Fund. The second 

mortgage, though generally at a 
higher interest rate than the first, 
ha-s 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 cost; of the program. 
All Good Samaritan loans are held 
in lenders' portfolios and private 
mortgage insurance is not required. 

Since 1989, 41 loans have been 
made through the Good Samaritan 
program, - and many other 

l10mebuvers have benefitted from 
the prog.ram' s educational seminars 

and counseling. 

A Sl,arecl Commitment 
As in the rest of New England, econo­
mic conditions have changed signih­
cantlv in Berkshire Counhr sin~e the 
the p.rogram began. The iocal econ­

omv has been hit hard bv the reces­
sio~, and in the past ten .years about 

10,000 jobs have been lost in an area 
with a population of only 150,000. 
Today, the area suffers from a great 

deal of unemployment, underem­
ployment, and outmigration. 

The silver lining to the bad local 

economv is that lower interest rates 
and falling home prices have made 
the program even more beneficial 
to those low- and moderate-income 
homebuvers now able to find homes 
in their ~rice range. Lenders such 
as Cathv Gilmour of First Agricul­
tural B;nk and Eugene Han~on of 

Great Barrington Savings Bank are 
enthusiastic about the benefits of 
the Good Samaritan program. For 
them, this is more than just some­
thing to add to their CRA files. 
Acc;rding to Ms. GJmour, it's stood 
business: -"These loans help th~ lo­

cal economy and generate additional 
business fo.r the banks, such as car 

loans and checking accounts." Fur­
ther, it shows that-the banks believe 

they have a role in supporting local 
residents, through 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 Ogden at 

(413) 499-1630. CB 
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