


chose to use their own estimates of average area purchase prices for calculating the
purchase price limits in their jurisdictions. Twenty-one of the 40 state issues sampled
used only the safe-harbor average area purchase prices to determine their purchase
price limits. Two states used their own estimates of average area purchase price for
some portion of their jurisdiction and set limits equal to or above those implied by the
safe-harbor estimates. Eight states chose to set their limits below the federal limits
for some portion of their jurisdiction. Eight states set the limits for all areas in their
jurisdiction below those implied by the safe-harbor estimates and one (Alaska) set all its
limits above. Thirteen of the 28 local issues examined adopted purchase price limits
determined by the safe-harbor estimates. One issuer (Atlanta) relied on the safe-harbor
estimates and its own calculations for different areas, calculating purchase price limits
equal to and above those implied by the safe-harbor figures. Nine issuers relied on their
own calculations to set all their limits above, and three others chose to set all their
limits below those implied by the safe-harbor estimates. Information was not avaHable
for two local issuers.

Income Limits. Limits on a homebuyer's income are another way state and local
governments target their mortgage loan programs. The 1980 act did not include any
requirement for income limits, but most issuing jurisdictions studied impose some sort
of income limit. For 36 of the state issues sampled, the income limit for a household of
four ranged from a lower limit of $16,000 (in Indiana) to an upper limit of $60,000 (in
Arizona). Three states--Alaska, New Jersey, and New York--impose no limit on the
income of participating mortgagors. Information was only available for 22 out of the 28
local issues sampled. (The other six issues make no mention of income limits in their
official statements.) For the 20 local issues that had them, the income limit for a
household of four ranged from $26,000 to an upper limit of $60,000. Jurisdictions often
set up a range of limits that vary according to family size, geographic area, and
whether the mortgagor is buying new or existing housing or whether the mortgagor has
special circumstances such as a medical disability. It would appear that localities set
income limits less frequently than states, and that when they do set them, those limits
are apt to be slightly higher.

Type of Housing Financed. Housing agencies issue single-family bonds to finance
several types of homes: traditional detached one-family houses, attached townhouses,
condominiums, cooperative units, modular homes (permanently affixed manufactured
housing), and owner-occupied two- to four-family houses (when previously occupied).
Almost every state and local issuer in the sample allowed financing for condominiums
as well as detached and attached homes. Modular homes are allowed financing by most
state programs, but several local issuers do not finance them. One explanation could be
that modular homes are often more popular in rural areas where people own land but
have little capital to buy housing with. Issuers vary in allowing the financing of existing
two-to four-unit family homes. (New two- to four-unit residences are not allowed
under MSBTA.) Some issuers restrict multiple-family homes to duplexes or triplexes;
several do not provide financing for any multiple-family homes at all. Cooperative
units seem to be financed rarely under these bond programs. Coops are uncommon in
many parts of the country, and the fact that coop-buyers purchase shares in a
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corporation rather than an actual physical structure may make many issuers disallow
them. The eligibility of coops for tax-exempt financing was clarified in TEFRA.

Housing bonds may be used to provide financing for both new and existing homes.
In response to the particular conditions of the housing market in their areas, some
issuers limit their programs to all new or all existing homes. Other issuers prescribe
specific percentages for new and existing homes, while still others finance mortgage
loans on a first-come, first-served basis, making a prediction of the percentages for
new and existing homes impossible. Local issuers limit their issues to only new housing
more frequently than state issuers. In these cases, the intent of the programs is usually
to subsidize particular development or redevelopment projects where specific builders
have been granted contracts.

Type of Mortgage. Mortgages were offered either as conventional level payment
mortgages or as growing equity mortgages (GEMs). Growing equity mortgages prescribe
growing monthly payments in the first few years (usually five to ten) of the mortgage
loan and then level payments for the remainder of the loan. Because the increases in
payments go toward paying off principal, these are sometimes called accelerated
principal payment mortgages. Fifteen out of 40 state issues studied provided for
growing equity mortgages, to be paid off over 16 to 20 years. California offered both
30-year level and 20-year growing equity mortgages. Twenty-four states offered only
level-payment mortgages, to be paid off over 20 to 30 years. Fourteen of the local
issues studied offered GEMs, to be paid off over 14 to 19 years. Twelve offered level-
payment mortgages to be paid off over 20 to 30 years, and information was not
available for two issues. Single-family mortgage programs using GEMs are often able
to attract more homebuyers because of the reduced monthly payments in the early
years of the mortgage. Many housing agency officials, however, chose to structure
their single-family programs with level-payment mortgages because they felt that
potential homebuyers in their region would prefer conventional mortgages to the new
and unfamiliar GEMs.

Type of Obligation. The sample of state single-family issues included limited
obligation, special obligation and general obligation bonds. The sample of local issues
includes limited obligation, special obligation, and special, limited obligation bonds.
Limited and special obligation bonds usually have access only to the issuing agency's
nonattached assets (mainly the agency's general fund) in case additional money is
needed to pay bondholders because of a shortfall in earnings. Attached assets are
mortgages and other assets pledged to the payment of other bonds issued by the agency.
General obligation bonds usually have some guarantee of support from the state's
general funds, if necessary. For some issues, the guarantee was in the form of a so-
called moral obligation, where the governor or the state treasurer promises to go to the
state assembly to apply for an appropriation in the case of an issue's threatened
shortfall, or in the form of guaranteed access to other assets of the agency or the state.
Sixteen out of the 40 state issues studied were called general obligation bonds while
none of the 28 local issues studied was.
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