BARNSTABLE COUNTY HOME CONSORTIUM ADVISORY COUNCIL

THURSDAY, SEPTEMBER 15, 2011

CAPE COD COMMISSION OFFICE

MEETING MINUTES

Members Present: Lorri Finton, Valerie Foster, Vicki Goldsmith, Jon Holt, Art Hultin, Michelle Jarusiewicz, Bernie Kaplan, Elaine LaChapelle, Gerry Loftus, Marlene McCollem, Judith Riordan

Members Not Present: Lee Berger, Don Dickinson, Jillian Douglass, Sandee Perry.

Staff Present: Paul Ruchinskas, Michelle Springer

MINUTES-

Bernie made a motion to approve the minutes of August 18, 2011.  Lorri seconded the motion, 6 members in favor, 0 opposed, 3 abstained. 

HOME program-

Development Project Update-

Both Bank of America and Citizens Bank have said that they would be willing to make soft second loans on HOME deed restricted properties, which has a ten year HOME and then a County perpetuity affordability period. This is potentially good news for the Barnstable Buydown program. The loan officer at Eastern Bank didn’t see an issue with the deed restriction even though she hadn’t received a formal response from the underwriters. Someone within the Town of Barnstable attorney’s office will be reviewing the deed restriction. Paul has encouraged them not to make changes, because any changes made will need to go back to DHCD for approval. At this point it’s in HAC’s and the Town’s hands to decide whether to continue the program for the three remaining homes that have funds available. 

Both Veterans Park and Cromwell Court projects are under construction. Both projects will hopefully be done by the end of October or early November.  Tenants will hopefully be able to move in to the first building at Veterans Park in October, and the second building in November. 

Clay Pond Cove in Bourne was due to close the end of June, but that did not happen due to some changes. POAH and HAC entered into an agreement to develop the project, but because of the tax credit financing which requires a reserve set aside, which HAC does not have the financial capacity to do, POAH is has now taken over both Clay Pond and Canal Bluffs One (which is 28 units that are already built and occupied). POAH will now have 80% ownership and HAC will have 20%. There were documents that needed to be produced in order to clarify that change. The project needed a second means of egress which meant reaching an agreement with the adjacent shopping center to let that happen. There was also another agreement needed with the shopping center to be able to tie into the waste water treatment facility where both Clay Pond Cove and Canal Bluffs are being developed. Part of the agreement with the shopping center’s owner was that he would get the credit for the traffic that will not be happening due to the parcel of land that has been set aside that will not to be developed. Paul hopes that it will close sometime in the next month. 

Shank Painter Road has been moving along and hopes to close early to mid-October.

Province Landing is just starting the closing process. TCB is using some stimulus funding to provide a construction loan for the project. They were able to get started back in May with the site work, which is very complex. The project will hopefully be done by July of next year.

The other five projects are waiting to hear from DHCD on their funding awards. Paul spoke with Rebecca Frawley of DHCD and she did not have a clear idea of when the funding awards would be announced.
FFY 2010 Annual Plan and FFY 2011 Funding-
Paul hasn’t received any comments on the 2010 Annual Report. September 18th was the last day for public comment and if none is received then Paul will be sending the report off to HUD next week.  He has received the approval letter from HUD for next year’s funding and he will be sending the contract to the Commissioners for their signatures.

Fair Housing grant request-
Paul with collaboration from Beth Albert, County Human Services has submitted a grant request for just under $125,000 to HUD for a large scale Fair Housing Education and Outreach program for the County. This is similar to the request we made last December. He hopes to hear back by the end of October. 

Federal/State Housing Policy-

Paul went on to discuss CHAPA’s letter that they submitted in response to requests for comment on the proposed rule to amend Regulation Z of the Truth in Lending Act to expand the scope of the ability-to-repay requirement in accordance with the Dodd-Frank Act. A mortgage needs to meet this definition of a qualified mortgage in order for it to be sold into the secondary market. There will be certain criteria needed for mortgages before lenders can sell them to Fannie or Freddie Mae.  There is also a provision in the bill that lenders need to be able to prove the borrowers have the ability to repay the mortgage. The first issue CHAPA commented on was that qualified mortgage lenders should get documentation to make sure that the borrower has the ability to pay. The way the bill is structured is if the borrowers do not do that and later try to foreclose on the home, the homeowner would have a legal defense. I t would hinder if not stop the lenders ability to foreclose. Lenders will really need to do their due diligence or they will lose their availability to foreclose. The down side to this mortgage criterion is that MHP’s soft second loan program does not quality as a qualified mortgage because it has a second mortgage of interest only and amortization kicks in after that. A number of the loans that were made that are in trouble are the second mortgage loans (not of MHP’s type).The hope is that they would allow these types of mortgages so that different states that offer soft second loans can continue to do that.

The second part of the rule says that if you are going to sell your mortgages off to the secondary market, you the original lender needs to keep 5%. In doing this the original lender still carries part of the risk. However, if the borrower puts at least 20% down, then the lender can sell the whole loan off. Housing advocates are concerned that 20% down will become the standard and will shut most low income buyers out of the market.

Initiative petition to Amend Chapter 40B-
There has been a petition filed to amend 40B. The initiative petition lowers the percentage (10% to 3%) for the level of subsidized housing inventory the town needs to be at in order for comp permits to be issued. As long as you have 3% affordable housing stock and you get a 40B petition, the ZBA could say no there would be no appeal process. On the Cape that would affect Eastham, Truro, and Wellfleet, the other twelve towns would have been safe. It would not allow limited dividend organizations as applicants and would keep it to just housing authorities, towns and non-profits as eligible 40b applicants. It also would not allow the 40B process to override any local wetland zoning bylaws.

Attorney General Martha Coakley ruled that this would have gutted the 40B statute, so that it would substantially be the same as the initiative petition from 2010. The Massachusetts constitution prohibits anything to appear on the ballot that is substantially the same as something that has already appeared on the ballot in the prior two elections. Due to this she disallowed the petition from going on the ballot.

Proponents have the ability to appeal the decision, but haven’t as of yet.

Paul also noted that the only action he has seen so far in reference to the HOME budget for next year’s funding is a possible 25% reduction for HOME. We probably won’t know for months what the actual reduction in funding will be for the following year.

HUD has come out with the proposed Section 8 market rents for the region starting October- 1st. Barnstable County was one of only two counties in the state that had a slight increase a little over 2%.

Regional Housing Policy/ News-
POAH Acquisition of Kings Landing- Brewster and Rock Harbor-Orleans

Part of POAH’s mission is to preserve affordable housing. They have already acquired Cromwell Court in Hyannis which they are working on preserving. They hope to do some rehab work and upgrades to both properties. This could be a very positive thing for the region and the hope is that the properties will remain affordable for another 20 years. There has been reasonable success in the region in preserving affordable rentals and is largely through use of a MassHousing Preservation Mortgage Program. Swan Pond in Yarmouth was purchased last year by an entity that will preserve and extend affordability as well as Gosnold Grove in East Falmouth through the MassHousing program. It doesn’t appear that POAH will be requesting any funds from the HOME program or any state program for these two properties.

Overview of CPC Funded Buy-down and Voucher Program-

Paul presented in front of the Orleans Affordable Housing Committee about CPC Buy-down and voucher programs. On the buy-down there have been two approaches to this in the region. The first is to use an intermediary third party purchaser to go out, purchase the property, and re-sell to an affordable buyer. This is what Barnstable, Dennis and Yarmouth have used as their approach. The second approach is to structure it as a down-payment loan where the eligible buyers go out, locates a property, and then the town contributes some funding at closing to buy-down the price to an affordable level in exchange for a deed restriction. So far, Chatham, Harwich, Bourne, and Wellfleet have used that approach. The first thing is to decide which approach to take on the buy-down and the second is to figure out whether it needs to count on the town’s SHI. On the third party level there have been two variations on how this has been done. With both the Barnstable and Dennis Buy-down program, HAC went out and got funds from both HOME and the CPA (Barnstable got $250,000 from the CPA an $150,000 from HOME)
with a goal to sell five homes. The hope was to acquire the properties at $210,000 which would leave another $30,000 for carrying costs, rehab work and HAC’s fee. The goal would be to sell the home for about $160,000. They were figuring about $80,000 a unit in subsidy and they were able to do two homes over a year until they got held up by the deed restriction issue. HAC’s cost to run the program was 3% of the development cost. 
They are somewhat limited by the amount of their line of credit with the local banks and HAC is able to buy one house at a time. HAC received $160,000 from the Dennis CPA, $60,000 from the Dennis Trust and $60,000 from the HOME program which is about $140,000 in subsidy per unit. They were able to successfully purchase two homes and sell them to affordable buyers. Both towns made the decision it was more important to get buyers into affordable homes with a deed restriction rather than having the units count on the town’s SHI. 

In Yarmouth they used the municipal affordable housing trust as their entity. Since it is a municipal entity they are subject to the state procurement laws. First they had to do an RFP (request for proposal) and they selected Bailey Boyd as the administrator for the program. The CPA put in $1.1 million dollars in funding initially towards the program. The subsidy to the buyer has averaged about $100,000 per unit. It costs Bailey Boyd about $15,000 per unit to administer the program which includes the marketing of the program, and working with the buyers.  Twice a year the trust puts out a RFP for homeowners/ realtors who have homes on the market that do not have any major system rehab that will be needed for at least five years. They get between 6 to 10 responses to each RFP. The trust gets the responses in and goes through them and typically finds two that they think are good candidates and are able to purchase. They have had enough funds ($1.1 million from CPA) to be able to purchase two homes at a time and are able to replenish the funds after the sale of the homes. They went through the DHCD process of getting the units to count on the SHI. To do that they had to have an approved marketing plan and the initial lottery and have been adding names to the list since. It has been three years and due to procurement laws the contract can only go for three years. They have since issued another RFP for an entity to administer the program for the next three years. It is not clear at this time if they will need to do another lottery or if they can keep using the “Ready to Buy” list that they have been maintaining. The CPA has allocated another $860,000 to the program for another eight homes. The market in Yarmouth is currently the lowest on the Cape with a median home price of $245,000 which has enabled them to buy decent housing that has not required a lot of rehab work. Even in a market like Yarmouth has it still costs about $115,000 per home to do this. This has been the most successful program in the region: 11 homes sold in three years.

Art asked what the administrative cost was for the homes?

Paul replied that is it about 15% to administer the program, including rehab to the units.

Paul went on to say it cost about 10-15% to use an intermediary third party to run the program. In either approach you will need an entity to administer it the program so there will be a cost for that. 

The second approach is to structure the program as a down payment directly to the buyers. Chatham was the first town to do this on the Cape and their level of assistance was $60,000 per unit. The only time this program worked was on a re-sale of an affordable unit. 

Harwich had $200,000 in CPA and $280,000 from their special affordable housing revenue funds. The max down payment is $125,000 to buyers and the entity administering the program is Harwich Housing Authority. They went through the marketing plan with DHCD and had it approved along with a lottery.  The program was structured so that if you were number one or two on the list you had 90 days to try and find a property and get it under agreement in order to qualify and if you don’t then it goes to the next person on the list. Most programs allow some flexibility with the 90 days; for example, if you had a home under contract but if fell through they would allow for extra time, but this also depends on the number of people on the list. There have been two homes sold under this program over the course of a little over a year. One of the advantages of the down payment approach is that you can deal with more than one or two at a time. 

In Bourne the affordable housing trust is the administrator for the program. The affordable housing trust has a part-time staff person, funded through the CPA, so it is not clear exactly how much it costs them to administer the program. They structured the program a little differently having it at $15,000 per bedroom for a single family and $20,000 per bedroom on condos. They found early on that it wasn’t quite enough subsidies for people to go along with having a deed restriction so they added a $20,000 per unit subsidy. Bourne was the only town that encouraged condo ownership. They went through the marketing and lottery process with DHCD to have the units count on the SHI. They had the same 90 days requirement to find a property and get it under agreement. To date the trust has been able to assist two buyers over the course of two years. 

The town of Wellfleet just received $200,000 in CPA funds with a maximum subsidy of $125,000 per unit. They included $5000 to administer the program that they contracted out to someone locally. Wellfleet is different in the fact they are not concerned with getting these units to count on the SHI and they also had eligibility at 100% of median income where all the others had it at 80% (which is what you need for it to count on the SHI). Wellfleet has one home under agreement with another one in the pipeline. Wellfleet wanted to use the universal deed rider, but Masshousing doesn’t want any changes to the deed rider and due to Wellfleet offering the program to people at 100% median income eligibility the program doesn’t qualify to use the UDR. The town has found that both buyers are at 80% income or below, so they are going to try to figure out how to make the changes needed so that they can use the UDR. 

Paul went on to say that it would seem that the 3rd party process has produced a higher level of production rather than the straight down payment directly to the buyer approach. 

Harwich, Chatham, and Wellfleet have all done their own local voucher programs that have seemed to work very well. Harwich has an initial allocation of $200,000 from the CPA to fund the program and the Harwich Housing Authority administers which has cost about $14,000 which is 7% of the subsidy. The max amount is $350 a month in voucher support and is structured for a limited time of three years max. It has helped about twenty households to date and the housing authority intends to go back and request another $300,000 in CPA funds.

In 2007 the town of Wellfleet awarded $15,000 in CPA funds to hire an administrator to set up the program including policies, procedures and to do the initial applicant selecting. The program was successful so they went back to the town and received $140,000 in CPA funds for the program. It is about $3000 a year to administer the program or 6%. The have income eligibility at 100% of AMI but there is a preference to households at 80%. The participants are well below the 80% of AMI. The max subsidy in Wellfleet is $400 a month for a one bedroom and $600 for a two bedroom. They do require annual financial counseling which is part of the program cost. It is for the short term of three to four years and they are currently helping ten households. The landlord has to agree to have the unit inspected by the building inspector which has weeded out a lot of illegal units.

Chatham has been doing a voucher program for eight years and received $250,000 in CPA funds in the last five years. Initially the income eligibility was at 80% of AMI and in the most current round it was lowered to 65% of AMI. Initially the term was five years and now it is three years. One of the criteria for the program is the tenant share of the rent plus the voucher shouldn’t be more than 40% of their income. Financial counseling is required with the program with an inspection of the unit. The administrative cost to run the program is between 5-10%. 

Jon Holt asked if there had been any issue finding tenants?

Valerie Foster responded that no, that was not an issue and as soon as the ad is in the paper or on the radio she has people lining up at the door to apply.

Jon Holt clarified that he was asking if there was an issue finding landlords that would be willing to participate.

Valerie Foster responded that no, the landlords are very open to this and realize the struggle of their tenants and would rather keep them in place then have to fill the unit again. They tend to sign on as quickly as the tenants.

Michelle Jarusiewicz mentioned that Provincetown has been interested in having a voucher program like this and asked if a “how to” seminar was going to be offered?

Valerie Foster responded that Michelle Jarusiewicz was welcome to call her and she would walk her thought the program. Also, Valerie can be hired as a consultant to help put together a voucher program. 

Other Business-

Vicki Goldsmith, Executive Director of Habitat for Humanity, announced the Habitat will be having their annual meeting at the Yarmouth Senior Center and will be awarding the HOME Consortium with the Habitat Partner Award for partnering with Habitat on their mission to create affordable housing.

Habitat will be opening the Habitat Re-store in November. It is a fund raiser for Habitat and will be a thrift shop for building supplies, home furnishings, appliances, etc. it will be located on White’s Path in Yarmouth.

Habitat has had two different appeals currently in Bourne and Mashpee with the zoning board of appeals. The one in Bourne has reached an agreement with the ZBA and Mashpee will hopefully be reached soon. 

Valerie Foster reported that she went in front of the Chatham Affordable Housing Trust to request $345,000 to purchase land in West Chatham to build five single family homes, and was granted the funding. The homes will abut conservation land and be located right on route 28. Due to the project being funded through the affordable housing trust they will not have to go through Town Meeting. They will be putting out an RFP for a non-profit to administer the program and hope to have the homes built within the next five years.

Meeting adjourned at 9:36am
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