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It was the single largest bond issue in
the state and one of the largest in the na-
tion. The Rhode Island Housing and Mort-
gage Finance Corporation (HMFC) has
sold $163 million of tax-free bonds, $142
‘million of which will be made available at

below market interest rates to persons

buy homes in-Rhode Island. This will
have a dngle impact on the local real
estate market and increase housing op-
portunities for many prospective home
buyers.

Undoubtedly one of the successes in
this state, HMFC is described as a quasi-

‘public entity. The five year track record
of this “public instrumentality” has been
impressive. Established in October of
1973 with a state appropriation of
$250,000 which was to be repaid in 10 in-
stallments, -starting in 1978, HMFC has
quietly and effectively gone about its task
of figancing the purchase, construction
and commitment to construct ever 16,000
smgle and multifamily ‘housing units.

HMFC sells tax-free notes and bonds on
the open market to raise its money. It is
important to note that the state of Rhode

~ Island does not ‘back these offerings, rath-
“er it s HMFC first mortgages, private and
- publicly “insured” mortgages, and their

o Mty raised by HMFC s then distrib-
uted to local -banks wishing to participate
“in the program. In. this month’s offering
nine banks“will- receive money, process

home mortgage lojns as they do for con- -

ventional mortgages; using HMFC criteria

their services. Money rep
rower is-used to pay off HMFC bonds. To -
the borrower recelving a $50,000 ‘maxi-

u.—.mummortgage with a less than 9 percent

‘interest rate, compared to the current

_with_annual incomes up to $30,000, to -

«s{cg' eligibility, and- receive & small fee for.
id by the bor- "~

mnrket rates approaching 11 percent, the

~potential - savings is - ‘approximately
% 328.000 over the 30 year mortgage peﬁ-r_..
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Who could fault a system like thls" A
quasi-public entity sells bonds throughout
the country, the money raised provides
lower than market rates on home mort-
gages, home ownership is increased, and
HMFC continues to provide for an irf-
creasing number of people with even
higher incomes=It would appear that
everyone comes out a winner. £

But questions have been raised by some
banks because this money will now be

l(F‘m::ulatu:m IS 36 57 and 7 percent re-

spectively-in these areas.) But is this diSv
tribution appropriate in terms of our
—
Federal, state and local governments !
have various programs that are targeted
toward those areds needing most help:
Should HMFC also make efforts in this di-

rection? For example, could m_tmanml__
incentives such as an 814 percent mort-

used—for persons with—Incomes Up 10
$30,000. Does the non-profit HMFC con-

tribute to inflationary pressures because
of more people bidding for these houses
and does it provide unfair competition to
banks which normally service this income
population? Although banks have raised
these questions these same banks have
opted to pamenpate in the program. °
Although refent income data are not
available for local areas, the U.S. Census
Bureau determined for 1977 (applicants

for HMFC funds may use 1977 income
until April 15 after which' 1978 income
will be used) that 70 percent of the na-
tion's 76 million households earned less
than $20,000 annually and 19 percent .
earned between $20,000--and $30,000.
ast income data place Rhode Istand at
e national average so these national fig-
ures may be assumed to apply here.) Per-
haps HMFC can sell its t nds wnh thelr
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tion have a social responsibility t0 those
of lower incomes, try- to 4@ more for
them; and perhaps devise innovative pro-

grams for these 70 percent of households?.

A second and perhaps more important -
question relates_to -the distribution of
these mortgages: "Are_cities getting their
fair share of this mortgage money? -

“The last annual report of HMFC lists
the distribution of single family home
mortgages (one to. four units’per-strc: .

ture) by city and town from-its-beginning .

to- July 1978."The 4,224 mortgages have -
: the evenly fbnowed the pattem { pop- .

gage be given for houses purchased in
= mtﬂW‘p’er‘cEﬁt—m%g—a'gW
suburbs? This practice would.
affect bond ratings, and at theamc g
it would be a means to help cities and uﬁ- ™
lize existing housing stock begging to be
reconditioned, especially by an income

group that would lighten city tax bur- |
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Also, only 15 percent of this current

available mortgage money may beﬁ‘leid
for new houses and those to be rehabili-

tated. Why cannot more of this money be
allotted for reusing houses needing repair,
with the amount of the mortgage to pro-
vide both for the purchase and. re\habilita-
‘tion of the_ structure"

HMFC is firmly established and has a
solid foundation. Through July 1978, the
4,335 Section 8 and 236 multifamily units
"it has financed are divided approximately
equally between central cities and sub-

irbs _and, as pre\nously demmﬂnm_

i _ family units have

lation distribution. And mm&hstmw
nual report an additional 8,000 unitsware
being constructed or committed. -Al-
though it is investigating other types of
_programs,. HMFC. now seems to be at the
stage to initiate some beld innovative mo-

| help troubled cxtiesget bu:k on tMr ea.\

If HMFC feels-that economic ¢on-

.strmntspreventthemholdmmhem
clties in the mtethen perhnps them_l




