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Dear All,

I am re-sending an email with attachments that originally went to
Clint Seward and the Finance Committee in January 2011 as a
comprehensive response to Clint's questions about 40B and affordable
units in the Town.

It might be helpful for you to review the material in preparation for
the affordable housing discussion on Sept. 28.

Nancy

mailto:ntavern@comcast.net
mailto:acton2020@acton-ma.gov
mailto:ACHC@acton-ma.gov

Acton Community Housing Corporation


Nancy Tavernier, Chairman

TOWN OF ACTON

Acton Town Hall


472 Main Street


Acton, Massachusetts, 01720


Telephone (978) 263-9611


achc@acton-ma.gov

TO:

Clint Seward


FROM:

Nancy Tavernier, Chair, ACHC


SUBJECT:
Response to questions about affordable units in Acton


DATE:

January 15, 2011


cc

Mary Ann Ashton, Chair, Finance Committee


Questions submitted by Clint Seward to Nancy Tavernier on 1/11/11




First, is it correct to say that Acton has a significant inventory of affordable housing today that might qualify today as "40B" compliant, except for the one reason that they are not deed restricted?


 


Second, if that is true, is there a way to identify these units?


 


Third, in your opinion, could Acton find a way to deed restrict already affordable units in order to meet 40B requirements?


Introduction to discussion:

I must apologize up front for providing so much information to you but it should demonstrate that this is a very complicated subject that does not lend itself to easy answers or solutions. I could give you simple answers to your questions such as Maybe, Yes, Yes, but that is not my style.  The following is a compilation of data from the Acton Assessors and information on programs, regulations and guidelines from the MA Department of Housing and Community Development (DHCD), US Housing and Urban Development (HUD), and the Acton Community Housing Corporation (ACHC).  


Because you have specifically asked about deed restricted units, I will focus this discussion on affordable home ownership units only.  I have eliminated affordable rental units from the mix.  I have attached two documents that revise the charts previously received by the FinCom.  These have been revised to remove the rental units which always skew the statistics because all rental units in a 40B development count when in fact only 20-25% are affordable.  These charts show the total number of deed restricted affordable home ownership units is 48.  Of these, only 25 (52%) have been constructed using the 40B comprehensive permit process.

Definitions:

We need to start with some definitions to provide common understanding of the terms.


Affordable unit: A deed restricted unit that is listed on the DHCD Subsidized Housing Inventory (Town’s 10%) and can only be sold to an income and asset eligible household at a price determined by DHCD as affordable.


Asset Limits:   Household asset limits shall not exceed $75,000 in value.  Assets include cash value of bank accounts, stocks, real property, savings, bonds, retirement funds, and capital investments.  The value of personal property such as furniture and automobiles shall be excluded. 


Comprehensive Permit:  a permit for the development of Low or Moderate Income Housing issued by the Zoning Board of Appeals pursuant to the M.G.L. c. 40B §§ 20 through 23. 

40B:  Chapter 40B is a state statute (M.G.L. c. 40B §§ 20 through 23), which enables local Zoning Boards of Appeals (ZBAs) to approve affordable housing developments under flexible rules if at least 20-25% of the units have long-term affordability restrictions.  


Deed rider and property restrictions:  All of the deeds for the affordable units will have a Deed Rider, which the owner will sign and record at the Registry of Deeds.  The deed rider will ensure that the unit will stay affordable in perpetuity.  The purchaser must agree to occupy the unit as a principal residence.  It cannot be leased nor the mortgage refinanced without the written consent of DHCD and the Town.  When the owner wishes to sell his house he must notify the Town and DHCD who will set the maximum resale price.  Under no condition can the unit be sold for more than the price set by DHCD.   The Deed Rider cannot be put in place until a sale is made of the affordable unit and it is purchased by an income eligible household approved by DHCD.


DHCD LIP (Local Initiative Program):  The Local Initiative Program (LIP) is a state housing program that was established to give cities and towns more flexibility in their efforts to provide low and moderate-income housing.  It is administered by the Department of Housing and Community Development (DHCD).  

DHCD LIP Local Action Unit (LAU):  Local Action Units (LAU) reflect a DHCD program component that gives communities the opportunity to include housing units on the state’s Subsidized Housing Inventory (SHI) that were built without a Comprehensive Permit but which meet LIP criteria and are suitable for inclusion in LIP. Such units may have been built pursuant to a local action such as a zoning provision, a condition of a variance or special permit issued by the planning board or zoning board of appeals, or an agreement between the town and a Developer to provide affordable housing.  

40B unit:  All units in a development that has used a comprehensive permit under the 40B law could be called 40B units.  For purposes of this discussion, we will assume the term 40B unit only refers to the affordable units in such a development.


Income Eligible Household:    a household of one or more persons whose maximum income does not exceed 80% of the area median income, adjusted for household size.


80% Area Median Income 
1 person household
$45,100 







2 persons household
$51,550 






3 person household
$58,000 






4 person household
$64,400 






5 person household
$69,600


Non-40B units or Local Action Units:  Through the use of the DHCD LIP for Local Action Units, units that are not part of a 40B development are allowed to count toward the Town’s 10%.  More detail on this program will follow.

Subsidized Housing Inventory (SHI):  DHCD maintains a list of subsidized housing in the Town to count toward the Town’s 10%.  The SHI is not limited to housing units developed through issuance of a Comprehensive Permit.  It may also include Eligible Housing units developed under other statutes, regulations, and programs, so long as such units are subject to a Use Restriction (Deed Rider)and an Affirmative Fair Marketing Plan, and they satisfy the requirements of guidelines issued by the Department.


Responses to your questions. The answers to the first two questions are linked so I am combining them.  


Question #1:  Is it correct to say that Acton has a significant inventory of affordable housing today that might qualify today as "40B" compliant, except for the one reason that they are not deed restricted?

Question #2: If that is true, is there a way to identify these units?


Response: The Town Assessor provided a count of all residential home ownership units with an assessed value of $175,000 or less.  I chose the value of $175,000 because that is the current maximum affordable selling price allowed by DHCD for two and three bedroom units.  The total count was 1067 units.   I adjusted that by removing the deed restricted units for ACHC and the Acton Housing Authority plus the units in age restricted developments. The adjusted count is 990 units.  All but three of these are condominiums; the other three are single family houses.  If I use the Acton 2020 count of 6500 residential units (there are an additional 1900 apartments), then 15% of the Town’s non-apartment units are valued at $175,000 or less.  I will leave the definition of “significant” to you.  The median value of these properties is $110,500.  Without viewing each assessor record on these properties, I cannot say specifically what the square footage of the units is and how many bedrooms but given the low values of more than half of them, I would speculate they are small one bedroom units that were converted to condos from apartments built in the 1960’s.

I was quite interested to note that 500 (50.5%) of these units are owned by absentee landlords, 100 of them living in the Town of Acton, while the other 400 live all over the country.  That leaves only 490 that are owner occupied.  That becomes a major factor later on in the discussion of Question #3.


Question #3:  In your (my) opinion, could Acton find a way to deed restrict already affordable units in order to meet 40B requirements?


Response:  Yes.  ACHC has been a pioneer in adding non-40B affordable units to the SHI. As the previously mentioned chart shows, 23 of the 48 deed restricted ownership units are non-40B units.  They are eligible to be listed on the SHI by using the DHCD LIP Local Action Unit program.  Our most recent effort is the Condo Buydown program.

The Condo Buydown Program


Rather than attempt a lengthy explanation of this program, I am merging three documents into an attachment entitled Condo Buydown information.  You should read these carefully to see how we have gone about attempting to acquire more units.  Please keep in mind we are an all volunteer board and this is a labor intensive activity.  We initiated this program in 2007, had very limited success and suspended it in 2009. We are in the process of determining whether or not to try again.

 To summarize the problems:


· Buyers are not interested in buying small garden style condos, previously apartments


· Buyers cannot get mortgages for a condo in a complex unless it is 51+% owner occupied, only a handful of Acton complexes meet this restriction

· The current credit climate discourages and even prevents low and moderate income buyers from getting financing. It is not clear when that situation will change.

· The deed restricted affordable price of small condos is roughly equal to the market price due to the depressed housing market. A deed restricted unit is less desirable than a market unit because of the multiple restrictions placed on it. A market buyer can sell his unit to anyone, any time, and take out the equity should there be any. For a few thousand dollars more, buyers can purchase a market rate unit in the current housing market.


· ACHC needs to generate a new Ready Buyer list by hiring a lottery agent because DHCD requires a full Fair Affirmative Marketing process to be done and our original list has expired.  This will cost $5000 at least.  Last time, after a great deal of outreach, we only attracted 12 people to the list and half were single person households.

Should we decide to go forward, ACHC may try a different model for condo buydowns after measuring buyer interest. We would provide a grant of $60,000 for a 2 bedroom unit and $80,000 for a 3 bedroom unit and have the buyers find their own unit.  ACHC currently has $200,000 and has requested another $150,000.  We would be able to commit $200,000 to this program which would subsidize a few units. ACHC would only consider 2 and 3 bedroom units.  If buyers want or need a 1 bedroom unit, there are plenty of inexpensive market rate ones for sale.


I have included the talking points that were presented to the Community Preservation Committee this year in support of ACHC’s request for $150,000 to be added to our Community Housing Program Fund. This is a fund that we are allowed to spend under powers given to us by Home Rule Petition, always with the approval of the Selectmen.  I carefully explained to the CPC the challenges of the program so they can be better prepared to answer the questions at town meeting which always arise.  I hope after reading this material, you will now understand how difficult and super-regulatory this program is.

Real Time Condo Market


The final attachment is a listing of all the condo units on the market today that are selling for $175,000 or less.  These are all 1 and 2 bedroom units.  I have calculated the affordable selling price and the amount of a subsidy that would be needed.    We would only consider the 2 bedroom units and, of those, only 3 are in complexes that have owner occupancy rates of 51% or more.  Out of the 990 units valued at $175,000 or less, only 23 are currently on the market.

Moving forward


I believe the intent of your questions is to highlight the opportunity of acquiring more affordable units by making existing ones deed restricted in lieu of 40B’s.  ACHC has always supported this as one tool in the affordable housing toolbox.  It is not a substitute for 40B development.  If ACHC were to renew our program and found sufficient buyer interest, we believe we could subsidize 2 or 3 purchases each year assuming ongoing CPA financial support.  Any progress is positive no matter how small.


During the Fall 2010 Repeal 40B campaign, a lot of concerns about 40B were aired, some valid and some not.  The electorate of the Commonwealth chose not to repeal one of the more effective tools we have for producing affordable housing.  40B is here to stay, now we need to make it a better public policy.  Throughout the campaign, there were calls and promises to make changes to the law and I have a list of ideas that I will put forth when the Legislature decides to take this up.  But your questions, Clint, highlight one of my major proposals and I was glad to have a chance to quantify it with real time numbers.

One third of Acton’s housing units are multi-family dwellings whether condos or apartments.  That is an impressive number and one we should not only be proud of but should be rewarded for.  I believe credit toward the Town’s 10% should be given to towns that are zoned to allow a diversity of housing types.  Surely 990 units at an affordable price or lower is worthy of a couple of percentage points on the Town’s SHI?  When you compare Acton’s diversity in housing to nearby suburban towns, we provide economic diversity choices that many others do not.  This dovetails very nicely with one of the emerging goals in the Acton 2020 process, the Core Value of Inclusion and Diversity.a d

and

Goal: To foster respect, promote interaction and actively support inclusion and diversity in Acton’s population.

Conclusion


The bottom line for success of the Condo Buydown program is:


1.  We need to have eligible and interested buyers who are able to get financing


2.  We need desirable units to entice them

3.  We need sellers to agree to a deed restriction, only if there is a ready buyer because otherwise the deed rider would perhaps make their unit impossible to sell due to the restrictions.


4.  We need a steady flow of CPA funds each year


5. We need dedicated members who are willing to hand hold prospective buyers, help them through the real estate transaction process, provide legal guidance, and financial support. 

First, is it correct to say that Acton has a significant inventory of affordable housing today that might qualify today as "40B" compliant, except for the one reason that they are not deed restricted?


 


Second, if that is true, is there a way to identify these units?


 


Third, in your opinion, could Acton find a way to deed restrict already affordable units in order to meet 40B requirements?








Deed rider Can only take place at point of sale since to count the unit must be occupied by an Income Eligible Household





When the unit is occupied by an Income Eligible Household and all the conditions of 760 CMR 56.03(2)(b) have been met (if no Comprehensive Permit, zoning approval, building permit, or occupancy permit is required.)





Local Action Units





Description 





Local Action Units (LAU) reflect a program component that gives communities the opportunity to include housing units on the state’s Subsidized Housing Inventory (SHI) the 10% count that were built without a Comprehensive Permit but which meet LIP (DHCD Local Initiative Program) criteria and are suitable for inclusion in LIP. Such units may have been built pursuant to a local action such as a zoning provision, a condition of a variance or special permit issued by the planning board or zoning board of appeals, or an agreement between the town and a Developer to convert and rehabilitate municipal buildings into housing.  





While communities are developing many innovative strategies to expand their supply of affordable housing, only units meeting the following criteria will be approved as LAU and, as a consequence of their inclusion in LIP, be added to the SHI for the community:





they have resulted from city or town action or approval;





they meet the requirements for SHI eligibility as set forth at Section II.A of these Guidelines; and, 





except for the requirements related to receiving a Comprehensive Permit, they otherwise meet the requirements for LIP units set out in Section II of the LIP Guidelines.





Local Action Requirement





Local Action Units must result from city or town action or approval and typically involve new construction, building conversion, adaptive re�use or substantial rehabilitation.  LAUs can not be developed with a comprehensive permit (for such projects see "Comprehensive Permit Projects").





The following types of actions will generally be sufficient to satisfy the Local Action requirement provided that the municipal actions or approvals are conditioned, as a matter of record, upon the provision of low- or moderate-income housing:


	


Zoning-based approval, particularly inclusionary zoning provisions and special permits for affordable housing;  for examples units acquired due to special permits for Somerset Hill, Faulkner Mill, Robbins Brook, Acorn Park, Bellows Farm





Substantial financial assistance from funds raised, appropriated or administered by the city or town; or  for example ACHC funding a subsidy using CPA funds





Provision of land or buildings that are owned or acquired by the city or town and conveyed at a substantial discount from their fair market value.























ELIGIBILITY REQUIREMENTS





Q:	Who is eligible to apply for the affordable units?





	A:	First-time home buyers whose income and assets meet  Local Initiative Program 		guidelines.





Q:	Who is a “first-time home buyer”?





A:	A person is a “first-time home buyer” if no person in his or her  household has, within the preceding three years, either owned the home they lived in or owned an interest with one or more other people, such as through joint ownership.  First-time homebuyers are eligible to apply to purchase an affordable unit if their household’s income and assets meet program requirements.  Any individual who is a displaced homemaker may be considered a first-time homebuyer on the basis that the individual, while a homemaker, owned a home with his or her spouse or resided in a home owned by the spouse.  Applicants who are age 62 or over may also be considered first-time homebuyers as long as they qualify under the income and asset limits.  First priority will be given to households equal in size to the number of bedrooms plus one, or greater.  





Q:	What are the eligibility requirements?





	A:	To be eligible to purchase an affordable condominium annual income must be within a particular range, set by maximum and minimum income levels as follows:





Maximum Income





To be eligible to apply for purchasing an affordable house, the combined annual income for all income sources of all income-earning members in the household must be at or below eighty percent (80%) of median income for the local area.  Income in most cases is defined as gross taxable income as reported to the IRS.  The median income for 2010 in the Boston area, which includes Acton, according to recent figures from the Department of Housing and Urban Development is $91,800.  The maximum income allowed for this program is:





		Household Size			Income Limit


			1			  $ 45,100


                                      $ 51,550


                                      $ 58,000


                                      $ 64,400


                                      $ 69,600





Minimum Income





To qualify for a mortgage loan to purchase these houses, there will be minimum income limits to be determined by the lender.  Normally, the bank will use a “Housing Debt Ratio” of housing expense to include principal, interest, mortgage insurance, real estate taxes, and homeowner’s insurance at 30% and a “Total Debt Ratio” including housing and all other debts of 38%.  The precise minimum income requirements will vary for each applicant according to the terms of the loan, the amount of down payment, the interest rate, and other factors.  


Asset Limits


Household asset limits shall not exceed $75,000 in value.  Assets include cash value of stocks, real property, savings, bonds, and capital investments.  The value of personal property such as furniture and automobiles shall be excluded. 








Initial Sale





Prior to the sale of a unit, DHCD will review and approve the terms of the buyer’s mortgage financing.  DHCD requires LIP buyers to have 30-year level payment, amortizing- mortgages and a down payment of at least 3%, at least half of which must come from the buyer’s own funds.  Project sponsors are encouraged to work with local banks to provide competitive financing to potential first-time homebuyers.  (Note:  LIP loan requirements differ from the LIP pricing policy, which assumes a 5% down payment.)








New mortgage loans for LIP units must meet the following minimum standards:





The loan must have a fixed interest rate through the full term of the mortgage.


The loan must have a current fair market interest rate. 


(No more than 2 percentage points above the current MassHousing rate*)


The loan can have no more than 2 points.


The buyer must provide a down payment of at least 3% - half of which must come from the buyer’s own funds.  


Monthly housing costs (inclusive of principal, interest, property taxes, hazard insurance, private mortgage insurance and condominium or homeowner association fees) shall not exceed 38% of monthly income for a household earning 80% of area median income, adjusted for household size.





*MassHousing: (617) 854-1000 or � HYPERLINK "http://www.masshousing.com" ��www.masshousing.com�


�

�




Non-household members shall not be permitted as co-signers of the mortgage.


Before the initial sale of an affordable LIP unit, a deed rider and Resale Price Certificate shall be secured from DHCD.  The Certificate must be recorded at the Registry of Deeds along with the deed and the LIP Deed Rider.  The deed shall specifically reference the LIP Deed Rider by including language such as, “This conveyance is subject to the affordable housing deed rider attached hereto.”





Before a Purchase and Sale Agreement is signed, the lottery agent should submit income and asset documentation of the applicant to the Subsidizing Agency (to DHCD and the municipality in the case of a LAU).  Income verification should include tax returns and W-2s from the past three years, five most recent pay stubs, three months recent bank statements and 401 K reports, reliable documentation as to other sources of income and assets.  The Subsidizing Agency (to DHCD and the municipality in the case of a LAU) will then verify that the household’s annual income does not exceed 80% of the area median income, or such lower income limit as may have been established for the particular project. The Subsidizing Agency (to DHCD and the municipality in the case of a LAU) also will verify that household assets do not exceed the maximum allowed.  Closing of the sale will also be contingent on the Subsidizing Agency’s (to DHCD and the municipality in the case of a LAU) approval of the buyer’s financing.




















General


Regardless of the zoning or permitting mechanism utilized, all affordable housing units that meet the criteria outlined in Section 1 shall be eligible for inclusion on the SHI at the earliest of the following:





When the unit is occupied by an Income Eligible Household and all the conditions of 760 CMR 56.03(2)(b) have been met (if no Comprehensive Permit, zoning approval, building permit, or occupancy permit is required.)















Acton Community Housing Corporation


Nancy Tavernier, Chairman

TOWN OF ACTON

Acton Town Hall
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Acton, Massachusetts, 01720
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achc@acton-ma.gov

TOWN OF ACTON


SUBSIDIZED HOUSING INVENTORY REPORT

Home Ownership 40B and other deed restricted affordable units

January 2011

Project Name                                 
Type


Total affordable units


Acorn Park, scattered sites
ownership



2


Bellows Farm, scattered sites
ownership



6


Harris Village
ownership



4


Westside Village (40B)
ownership



4


Crossroads Condos (40B)
ownership



3


Franklin Place (40B)
ownership



3


Fort Pond Brook Place (40B)
ownership



2

Dunham Place
ownership



1

Davis Place (40B)
ownership



2


Habitat for Humanity (River St.)
ownership



1


Blanchard Place (40B)
ownership



3


Robbins Brook
ownership



1 



Ellsworth Village
ownership



2 

Willow-Central (40B)
ownership



2


Drummer Rd.
ownership



1


Somerset Hill
ownership



2


Faulkner Mill
ownership



1


Lalli Terrace (40B)
ownership



2

Madison Place (40B)
ownership



2


93 Central St.*
ownership



1


113 Central St.*
ownership



1


99 Parker St.
ownership



2

      


Total deed restricted affordable home ownership units



48




*Approved but not constructed

1/11/11
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CONDOMINIUM BUYDOWN PROGRAM 
 


In 2007, the Acton Community Housing Corporation (ACHC) received DHCD approval for a 
Condominium Buy-Down program. The ACHC chose a Purchase Price Buy-Down model to 
apply to existing condominium housing units or new construction units in non-40B developments 
in Acton.  


 Purchase price buy-down program involves a payment to the seller at the time of 
closing, which effectively reduces the principal amount of a first-time homebuyer’s 
mortgage.  


 The unit is sold for a pre-determined affordable level to income eligible households 
below 80% of the Area Median Income.  


 In exchange, a deed restriction is placed on the property to keep the unit affordable into 
perpetuity, to restrict re-sales to eligible households, and to insure the unit will be added 
to the Subsidized Housing Inventory.   


 Community Preservation Funds and Housing gift funds are used for the subsidies. 
 
ACHC began with a small pilot program to place buyers in two units.  The first step was 
generating the Ready Buyer List.  


 A lottery agent administered the affirmative and fair marketing plan for a Ready Buyer 
List good for up to two years.   


 A lottery was conducted for income-eligible first-time homebuyers and twelve eligible 
applicants were placed on the list in rank order of lottery draw. 


 The affordable selling price was calculated using the market condo fees since they 
cannot be discounted in the case of existing condo units.  With typical fees at $300 a 
month, this drove down the selling price. 


 ACHC identified appropriate units for sale and entered into negotiations with owner with 
an offer for purchase if they were willing to have a prolonged process 


 Purchase and sale was contingent on finding an eligible buyer, the buyer getting 
financing and DHCD approval of the unit and buyer 


 Contacted Ready Buyer list until first qualified household is found to purchase the unit 


 Apply to DHCD for approval of selected Local Action Unit and schedule a visit if 
required. 


 Verify income and mortgage eligibility for prospective unit buyer, get DHCD LIP approval 
of buyer, and assist with closing process 


 At closing, ACHC pays seller the negotiated subsidy and the new owner will take 
possession of property, record deed rider and title 


 ACHC never takes title to the property 
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CONDOMINIUM BUYDOWN PROGRAM  
SELECTION CRITERIA 


 
 


 
1). One or two-bedroom units within the Town of Acton will be considered. DHCD minimum 
square footage requirements will guide the selection of units. 
 
2). The units should be in move-in condition.  Only refurbished or updated units will be 
considered. Refurbishing will be considered as any combination of the following. 
 


 Replacement of carpeting, drapes or floor tile 


 Painting of woodwork, walls or ceilings 


 Refinishing of floors 


 Replacement of wallpaper 


 Updated kitchens and baths 
 
3). Units must be in a condition such that no rehabilitation work or replacement is necessary on 
the following 
 


 Electrical appliances such as stove, refrigerator or air-conditioning unit 


 Plumbing appliances such as toilets, sinks, bathtub or shower stall 


 Electrical wiring 


 Plumbing, i.e., the pipes, valves, etc. servicing the unit 


 Windows, doors, walls, floors, sills and/or the associated framing, joists, and bearing 
partitions 


 
4). Unit location within the building will not qualify or disqualify a unit from consideration 
 
5). Unit will be subject to inspection by a qualified Home Inspector contracted by ACHC.  A lead 
paint inspection will also be required. 
 
6)  There must be no deed restrictions that would exclude children under the age of 18.  Master 
Deed, other Condo documents, and Condo budget must be made available for ACHC review. 
 
7)   Special assessments or other major capital improvement plans must be disclosed. 
 
8)   Preference given to units that include heat in condo fee, that do not have electric heat, are 
well run complexes, and are either on sewers or package treatment systems, not septic. 
 
9). The Acton Community Housing Corporation may, at its discretion, negotiate certain 
conditions notwithstanding the above, which, in its judgment will serve to meet the goals of the 
Program. 
 
6/12/08 
 
 
 
 
 







TOWN OF ACTON – Acton Community Housing Corporation 
 


Name of Program:  Condo Buydown Program 


 


Type of Program:  Purchase Price Buydown - Homebuyers purchase properties identified by the 


Town’s affordable housing committee, Acton Community Housing Corporation.  The ACHC 


makes an offer on the unit contingent on finding an eligible buyer, DHCD approval of unit and 


buyer, passing a home inspection and review of condo docs. The ACHC nominates a buyer who 


then enters into the Purchase and Sale Agreement with the seller who is given the buydown 


subsidy directly at the closing. 


 


Contact:  Nancy Tavernier, Chairman of the Acton Community Housing Corp. (ACHC), 978-


263-9611, achc@acton-ma.gov 


 


Funding Commitments:  $500,000 in Community Preservation funding has been approved to 


date (2010) to use for this program as needed.   


 


Current Status:  The ACHC has assisted with the purchase of seven (7) units to date through the 


program with some units purchased by eligible first time homebuyers and others by the Acton 


Housing Authority for rental to qualifying low-income tenants.  To date, approximately 


$380,000 in subsidy funds have been spent.  ACHC has found that most of the demand for these 


units has come from singles and single mothers with children. In addition, funds have been used 


for closing costs and down payment assistance by five first time homebuyers of these and other 


40B units. 


 


Summary Description:  The program is directed to subsidize the cost of purchasing an identified 


condominium in town to enable a qualifying purchaser earning between 70% and 80% of area 


median income to become a first-time homeowner.  The subsidy reduces the principal amount of 


the mortgage and is provided to the seller at the time of the closing.  The affordable purchase 


price is based on the state’s DHCD Local Initiative Program (LIP) formula and, factoring in the 


condo fees, the maximum purchase price has been about $110,000, assuming a $300 monthly 


condo fee.  The subsidy amount can range from $25,000 to $150,000. ACHC has targeted a 


subsidy of $60,000 per unit for garden style units selling at market prices of $150,000-175,000. 


 


ACHC contracted with a lottery agent to do the DHCD required marketing and lottery to create a 


Ready Buyers List that met all LIP requirements.  After extensive outreach, this lottery only 


attracted 12 applicants at the program’s inception.
1
  ACHC worked with a local real estate agent 


to identify properties to purchase, focusing on the most affordable segment of Acton’s housing 


market, garden-style condos, and those developments that were not reliant on septic systems.
2
  


ACHC put two of these condominiums under agreement with contingencies (e.g., an eligible 


buyer would be found, unit would be approved by DHCD, property would meet inspection 


standards) for participation in the program, however, no one on the list was interested in 


                                                
1
 This summer (2008) ACHC sent letters to all those on their Ready Buyer List and determined that only three were 


interested in remaining on the List and in possibly participating in the program. 
2
 It should be noted that about one-third of Acton’s housing stock is comprised of multi-family dwellings most of 


which are apartments that have been converted to condominiums. 







purchasing this type of unit. The units were then made available on a first-come, first-served 


basis with additional outreach, and finally a buyer was found for one of the units while the seller 


backed-out of the other.  This initial condo was on the market for $155,000 and sold for 


$100,000, requiring a $55,000 subsidy. 


 


ACHC found that applicants were not interested in purchasing this type of condominium.    Units 


that were more desirable, such as townhouses, were selling for at least $235,000 that would 


require a subsidy of about $135,000 due to the high condo fees.  While the program has the 


flexibility to go up to $150,000 in subsidy, the ACHC was reluctant to provide this amount of 


subsidy to just one household. 


 


The program has maintained some flexibility to be able to respond to opportunities as they arose 


including: 


 


 Twenty new condominiums were being developed that included one (1) affordable unit as 


a result of the Town’s negotiations with the developer who requested a sewer connection.  


The unit will be sold for $160,000 while the market units are priced at $330,000, beyond 


what the Town could “buy-down” for additional affordable units. The Ready Buyer list 


will be used for this unit. The ACHC may buy down the price further to help the buyer 


meet the affordability requirements.   


 Another opportunity arose when the developer who was converting a garden-style 


apartment complex to condominiums was required by the Town to create four (4) 


affordable units including a 1BR unit for the Acton Housing Authority.  The developer 


hired a lottery agent to market the units and hold a lottery, no applicants were found so 


the units went first-come, first-served.  Two single household buyers were found to 


purchase two condos, a one-bedroom priced at $115,000 and a two-bedroom priced at 


$130,000.  The Housing Authority purchased the remaining two (2) units, the one that 


was earmarked for them and a second with ACHC buydown funds.  The Housing 


Authority owns and manages both units, renting them to eligible tenants.  The subsidy 


amount for these four units was $160,000, averaging $40,000 per unit. 


 ACHC also subsidized three units in a Chapter 40B development.  The units were  sold to 


first time homebuyers for $150,000 (1 BR) and $167,000 (3BR) and a  3BR unit was 


sold to the Acton Housing Authority for $270,000. The program  subsidy of $76,000 


came from local Foundation funds. This was an ACHC  development. 


 


Eligibility Criteria:  All units are expected to be counted as part of the Subsidized Housing 


Inventory as LIP Local Action Units, and consequently must meet all state LIP requirements and 


be deed restricted for future resales. 


 


Application and Selection Process:  The ACHC engaged a consultant to conduct the marketing 


and lottery per LIP requirements.  A Ready Buyers List was initially created that included 12 


qualified applicants.  DHCD ruled the list could stay active for 2 years due to the sporadic nature 


of the program.  After that a whole new affirmative marketing and lottery procedure has to be 


initiated. When everyone on the List indicated that they were not interested in purchasing the 


units that ACHC had put under agreement, the lottery agent began to identify prospective 







purchasers on a first-come, first-served basis.  At this point there are only three (3) persons on 


the current Ready Buyer List. 


 


Property Inspection:  ACHC hired an independent home inspector to inspect properties and 


identify any needed repairs, including those in common spaces.  Thus far only one unit needed a 


significant repair, the replacement of an electrical box, and the seller and ACHC split the costs.  


Lead paint has not been an issue to date, and if lead was found ACHC would likely back away 


from the deal or insist that the seller do the deleading prior to the closing. 


 


Success Factors in Adoption and Implementation: 


As ACHC was processing applications, it found that applicants were having difficulty affording 


the associated closing costs and down payments so they established a program to provide up to a 


$10,000 grant to qualifying first-time homebuyers to offset the purchase of a unit.  A half dozen 


have participated in the program since it was introduced in 2007, three from the Condo Buy-


down Program. 


 


ACHC has also maintained the flexibility and foresight to respond to opportunities as they arose 


such as entering into an agreement on units sold to the Housing Authority rather than have the 


AHA go through a lengthy RFP process. 


 


Issues to Consider/Do Differently: 


 


The main problem with Acton’s Condo Buydown Program was the product itself.  The 


affordable market units are all older garden style units, they are roughly 850 square feet two 


bedroom units with some amenities such as swimming pools but no inside parking or storage and 


no washer/dryer hook-ups in the units.  Because Acton has so many condo units, there are always 


more desirable units on the market such as townhouses but at prices that would require a subsidy 


greater than politically practical ($150,000+).   


 


In a down market, the gap between the market price and affordable price is not that great, 


making it less attractive to a first time homebuyer, who not only gives up that eligibility for 


future 40B units, but also takes on a deed restricted unit with accompanying red tape and 


documentation of income, assets, etc. and a lack of equity building.  There is also strong 


competition with the current rental market, the large Avalon project has attracted this clientele as 


have lower market rents in general.  It is cheaper to rent than to own in the current market, which 


reduces the motivation to buy a unit.  


 


Acton’s high tax rate is also a factor in the affordability analysis as are the high condo fees.  All 


of the units considered by ACHC had condo fees that included heat and hot water, those fees are 


destined to rise every year. ACHC also only considered units on sewers or with treatment plants 


due to the frequency of special assessments for septic repairs.  Having to use the market condo 


fee has a huge impact on the affordability but the fees cannot be adjusted per the Master Deed of 


the Condo Associations.  This is a major hurdle in the success of the program.  Townhouse units 


typically have condo fees of over $400 a month.   The typical total monthly housing cost is 


limited to $1200 per DHCD affordability requirements.  This means all the other housing costs  


(mortgage, insurance, taxes, etc.) would have to be no more than $800 per month. 







 


One revision could be to work with each applicant on the Ready Buyer List and take them 


around to units on the market to see if they would select something they considered desirable and 


then work with them to come up with a reasonable subsidy.  New construction units are 


definitely on the top of every buyer’s list, buying those down would be a winner for the buyers 


but not for the longevity of the program.  The funds would soon be depleted by the large subsidy 


required especially since CPA funding is expected to drop. 


 
Karen Sunnarborg, Housing and Planning Consultant 
 
Nancy Tavernier, ACHC 
 


9/15/08 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 







Condo Buydown discussion 
Nancy Tavernier, Chair, ACHC 
CPC  presentation 12/9/10 
 
 BASICS OF CONDO BUY DOWN PROGRAM   
1. Original ACHC model 


 Condo unit is identified as suitable for purchase by a first time homebuyer 


 Offer is made on unit and sales price negotiated between ACHC and seller 


 ACHC nominates eligible  buyer and sets affordable price  


 Home inspection and DHCD unit approval 


 At closing, ACHC provides difference between the selling price and the affordable price 


so the seller is made whole 


 A deed rider is recorded for the unit making it affordable into perpetuity which means it 


has to always be sold to an income eligible household for a pre-determined affordable 


price 


2.  Grant subsidy model (based on Marshfield) 


 Only suitable 2 and 3 bedroom units would be identified, no 1 bedroom units.  


Preference for condos that are not apartment conversions 


 Eligible buyers would  qualify for a grant of $60,000 for a 2 bedroom unit and $80,000 for 


a 3 bedroom unit 


 Buyers would do their own house hunting  


 Buyers would make offer on the selected unit contingent on home inspection and on  


DHCD, and ACHC approval of the unit 


 Buyers would negotiate the price and sign the P&S.  The net price (price minus  


subsidy)would have to be no greater than the allowable affordable price 


 At closing, buyers would receive grant to make sellers whole and a deed rider would be 


recorded for the unit 


 In this model, the program administrator (ACHC) serves in a key  counseling role, 


assisting the buyer through shopping, negotiations, rehab  analysis, contingencies, 


escrow accounts, etc 


Problems with both models 


 Town houses or single family homes preferred by most buyers, they are more expensive 


and require larger subsidies 







 Low buyer interest in program (current mailing list of 10, half are for rentals and most are 


1 and 2 person households)  NOT a waiting list since new Ready Buyer list must be 


created 


 Units often need capital improvements and costly repairs or special assessments.  First 


time homebuyers cannot be saddled with extraordinary expenses early on 


 Buyers need hand holding, ACHC is all volunteer.  Marshfield had a half time employee 


handle housing business including this program 


 Clear standards for housing unit quality need to be set by ACHC to insure it is a good 


investment that will resell in the future 


 
Current housing market creates opportunity for buyers and challenges for deed 
restricted units 
GARDEN STYLE 


 Thirteen  1-bedroom units, garden style, on market with price range of $69,900 to 


$125,000. The median price is $114,000.  Using a $400 a month condo fee in the 


calculation, the affordable selling price would be $114,000. 


 Seven 2-bedroom units, garden style, are on the market with a price range of $79,888 to 


$167,500.  The median price is $127,500.  The affordable selling price would be 


$120,000. 


 Two 3-bedroom units, garden style, are on the market for $182,000 and $199,500.  The 


affordable price for these is $150,000.  These are desirable units that would need 


subsidies of $32,000 and $50,000 well within the $80,000 grant for 3BR units. 


 All of these units have been on the market for a long time, up to a year in some cases. 


Why?  Lenders require 51% owner occupancy, difficulty in qualifying for a mortgage, 


prefer townhouse condos 


TOWNHOUSES, most desirable units 


 Seven, 2-bedroom town house units selling for $139,000 to $299,900 (new 


construction).  The median selling price is $224,000. The affordable price would be 


$170,000.  A subsidy of $54,000 would be required. 


 
 
SINGLE FAMILY HOMES 


 Three single family homes on the market with 1, 2, and 3 bedrooms and possible major 


capital issues.  Price range is $269,900 to $309,900 with the median price of $274,900.  


Without a monthly condo fee, the affordable price could be $200,000.  Addressing the 


capital repairs and likely septic system replacements would be a challenge.  Who pays 


for it? 


 







NEXT STEPS 


 ACHC must determine whether or not to proceed with a new model for condo buydown 


program.  This is a time consuming activity, we  need member commitment or will need 


to hire a consultant to do the work 


 A new Ready Buyer list has to be established at a cost of $5000+ for new lottery 


 We would focus on Townhouse condos that were built to be condos, not apartment 


conversions 


 All current available townhouse  units are 2 bedrooms so a subsidy grant of $60,000 


each would work with the current market for most of the units 


 Given current fund balance available for ACHC, we could do 2 units.  Two more units 


could be added with additional funding request. 


 
ALTERNATIVES 


 Purchase a garden style unit for the Acton Housing Authority in a suitable condo 


development to use for their low income rental program.  There is no “buydown”, the full 


selling price must be covered by ACHC.  There is no AHA funding or DHCD funding for 


purchasing condo units. 


o 2 Bedroom units:  $167,000 


o 3 Bedroom units:  $200,000 


 Given the current fund balance available to ACHC, we could not do one without wiping 


out our funds but with additional funding, we could afford to do one. 


 
 








1 & 2BR Units for sale in Acton less than $175,000 as of 1/11/11   
 


Unit address Sq ft, bedrooms Condo fee 
monthly 


Selling price Affordable 
price* 


Deed rider 
subsidy 


      


382 Great Rd 770 sf, 1 BR $323 $69,900 $105,000 0 


11 Davis rd 690 sf, 1BR $255 $89,900 $107,000 0 


48 Great Rd. 661 sf, 1BR $281 $95,000 $108,000 0 


9 Davis Rd. 679 sf, 1BR $255 $99,900 $106,000 0 


384 Great Rd. 770 sf, 1BR $326 $104,500 $104,000 0 


405 Great Rd. 654 sf, 1BR $214 $109,900 $115,000 0 


420  Great Rd. 652 sf, 1BR $300 $114,000 $108,000 $6000 


388 Great Rd. 770 sf, 1BR $323 $114,200 $105,000 $9200 


209 Great Rd. 652 sf, 1BR $291 $114,900 $110,000 $4900 


386 Great Rd.  770 sf, 1BR $326 $116,000 $105,000 $11,000 


380 Great Rd. 770 sf, 1BR $326 $123,000 $105,000 $18,000 


405 Great Rd. 818 sf, 1BR $301 $150,000 $107,000 $43,000 


      


      


      


     Total 
$92,100  


      


      


      


Median selling 
price 


  $112,000   


Average 
affordable 
price for 1BR 


   $107,083  


Average 
subsidy 


    $7675 


      


      


  


DHCD guidelines square footage for affordable units:   1BR 700 sf 


       2BR 900 sf 


       3BR 1200 sf 


 


*Calculated using 5% mortgage rate, 5% down payment, $18.08 tax rate, actual monthly condo fee, and 


household income below 80% of the Area Median Income (AMI).  This is the DHCD approved formula 


that is used to set the affordable selling price. 


 







1 & 2BR Units for sale in Acton less than $175,000 as of 1/11/11   
 


Unit address Sq ft, bedrooms Condo fee 
monthly 


Selling price Affordable 
price* 


Deed rider 
subsidy 


      


118 Parker St. 820 sf, 2BR $305 $125,000 $125,000 $0 


388 Great Rd 920 sf, 2BR $357 $127,500 $125,000 $2500 


274 Main St. 863 sf, 2BR $250 $129,000 $131,000 $0 


19 Davis Rd.  796 sf, 2BR $320 $134,900 $123,000 $11,900 


386 Great Rd. 920 sf, 2BR $357 $135,000 $120,000 $15,000 


15 Davis Rd. 868 sf, 2BR $330 $144,900 $122,000 $22,900 


132 Parker St, 842 sf, 2BR $300 $147,900 $125,000 $22,900 


12 Wampus 763 sf, 2BR $212 $167,500 $135,000 $32,500 


274 Main St. 859 sf, 2BR $250 $170,000 $132,000 $38,000 


      


     Total 
$145,700 


      


      


      


Median selling 
price 


  $135,000   


Average 
affordable 
price for 2BR 


   $126,444  


Average 
subsidy 


    $16,188 


      


      


      


      


      


  


DHCD guidelines square footage for affordable units:   1BR 700 sf 


       2BR 900 sf 


       3BR 1200 sf 


 


*Calculated using 5% mortgage rate, 5% down payment, $18.08 tax rate, actual monthly condo fee, and 


household income below 80% of the Area Median Income (AMI).  This is the DHCD approved formula 


that is used to set the affordable selling price. 


 






Sheet1

		Chapter 40B Projects Approved/Constructed in Acton (9/17/2011)

		Project Name		Street		Rental/Ownership		Total Units		Total SHI Units*		Subsidizing Agency/Program		Year Approved

								approved		(affordable)		(arranged chronologically)

		Windsor Green  (AHA)		Windsor Ave		Rental		68		68		low income elderly		1980

		McCarthy Village (AHA)		Sachem Way		Rental		35		35		low income elderly, handicapped, family		1986

		Westside Village		Westside Drive		Ownership		16		4		DHCD LIP		1998

		Crossroads Condominiums		Main Street		Ownership		12		3		New England Fund		2002

		Franklin Place		Main Street		Ownership		12		3		MassHousing Finance Agency		2004

		Fort Pond Brook Place		River Street		Ownership		8		2		DHCD LIP		2005

		Woodlands at Laurel Hill (Avalon at Acton)		Nagog Park		Rental		296		296*** (60 affordable)		MassDevelopment		2005

		Willow-Central		Central/Willow St.		Ownership		3		3		DHCD LIP		2006

		Blanchard Place		Prospect Street		Ownership		12		3		DHCD LIP		2006

		Davis Place		Prospect Street		Ownership		8		2		DHCD LIP		2006

		Madison Place		Main Street		Ownership		8		2		DHCD LIP		2007

		Lalli Terrace		Mass Ave		Ownership		4		3		DHCD LIP		2008

		Old High School Commons		Mass Ave		Rental		15		15		Mass Housing Partnership Fund/DHCD		2008

		Marsh View		Central Street		Ownership		4**		1**		MassHousing Finance Agency		2010

		Richardson Crossing		Central Street		Ownership		4**		1**		MassHousing Finance Agency		2010

		99 Parker Street		Parker Street		Ownership		5		2		DHCD LIP		2010

		McCarthy Village II  (AHA)		Sachem Way		Rental		12**		12**		Mass Housing Partnership Fund		2010

		Total 40B units approved						510		455 (219 affordable)

		Total 40B units constructed						490		441 (205 affordable)

		* Total MA Dept. of Housing & Community Development (DHCD) Subsidized Housing Inventory (SHI) Units. Affordable units counted toward Town's 10%

		** This project has not been constructed as of 8/17/11

		*** Only 20% of the 296 rental units (60 units)  are affordable but all count toward the Town's 10% since 40B rentals count 100%

		Nancy Tavernier  9/21/11
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