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By Mr. Lombardi of Easton, petition of Leon J. Lombardi for the
establishment of a matching down payment program for first time
homeowners. Housing and Urban Development.

In the Year One Thousand Nine Hundred and Eighty-Two

An Act to provide a matching down payment program for cer-
tain HOMEOWNERS OF MASSACHUSETTS.

Be it enacted by the Senate and House of Representatives in General
Court assembled, and by the authority of the same, as follows:

I SECTION 1. Statement of Intent
2 High interest rates and a shrinking supply of residential mort-
-3 gage money from traditional banking sources have seriously affect-
-4 ed the home-buying power of a large portion of the Common-
-5 wealth’s middle income families. It is therefore in the public inter-
-6 est that a Home-Owner Opportunity Act provide a self-financing
7 down payment matching program for first-time homeowners of
8 the Commonwealth.

1 SECTION 2. a. Short title: This Act shall be known and may
2 be cited as the Home Ownership Opportunity Act.
3 b. Definitions: Unless the context clearly indicates otherwise,
4 when used in this section, the following words and phrases shall
5 have the following meanings;
6 I. Administering Agency —An office or personnel designated
7 by the Secretary of the Executive Office of Communities and
8 Development to administer the program established by this Act.
9 2. Equity The selling price of a parcel of real property, minus

10 the outstanding mortgage balance, minus the cost of improve-
-11 ments to the property equals the equity in the property.
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12 3. Equity Lien A lien on real property, held by the adminis-
-13 tering agency on behalf of the Commonwealth, for the amount of
14 the original state investment or the percentage of the equity in the
15 property, whichever is greater. The percentage of the equity shall
16 be equal to the percentage of the down payment contributed by the
17 state.
18 4. First-Time Home Buyer —An individual or family herein-
-19 after called the buyer who has a total annual income of no more
20 than $50,000 and has never owned real property in Massachusetts
21 or in any other state or territory of the United States. An individual
22 or family who has not owned real property for five years may also
23 qualify as a first-time home buyer.
24 5. Matching Funds — The amount of money contributed by the
25 Commonwealth and by the home buyer on a2to 1 ratio, as a down
26 payment under this Act.
27 sa. Maximum Monthly Mortgage Payment Thirty three
28 percent of the home buyer’s gross monthly income, which may be
29 available to pay the principal, interest, taxes and insurance ofa real
30 estate mortgage.
31 6. Minimum Down Payment The minimum down payment
32 necessary to set the monthly mortgage payment at 33% of the
33 buyer’s gross income, but in no case less than 5% of the purchase
34 price of the property.
35 7. Owner-Occupied Housing Real property, consisting of no
36 more than 4 housing units on a single parcel of land, one unit of
37 which the owner occupies as his permanent residence.
38 7a. Program The Home Ownership Opportunity Program
39 established by this Act.
40 7b. Property A parcel of real property, consisting of a single
41 lot or adjoining lots which may be considered as a single piece of
42 property, with no more than four housing units, one of which is
43 immediately available for occupancy by the buyer.
44 8. Qualified Buyer —An individual or family with annual
45 family income of no more than $50,000 who is a first-time home
46 buyer under this Act.
47 9. Self-Financing Program A state-sponsored program, util-
-48 izing state funds which are returned under specific conditions to
49 the program with certain increases. The returned money is then
50 used to fund the continuation of the program.
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51 10. State’s Share of the Equity The percentage of the equity
52 to which the state is entitled is equal to the proportion of the down
53 payment contributed by the Commonwealth, or the amount of the
54 original state investment, whichever is greater.

1 SECTION 3. There shall be created an administering agency
2 charged with organization and administration of this Act. A bond
3 issue of $300,000,000shall be issued to provide matching funds and
4 administrative costs for the first three years of the program. The
5 administering agency shall not expend more than one half of its
6 available funds in the first year of the program and one half the
7 remainder in each of the following two years. Thereafter, the funds
8 from the program shall be limited to the amount of the receipts of
9 the program from the satisfaction of equity liens.

10 A qualified first-time home buyer may apply to the administer-
-11 ing agency for matching funds under this Act to obtain the min-
-12 imum down payment necessary to obtain a real estate mortgage
13 with a maximum monthly mortgage payment of no more than 33%
14 of the buyer’s gross monthly income. In no case shall the buyer’s
15 share of the down payment be less than 5% of the total purchase
16 price of the property. The administering agency shall contribute
17 matching funds of up to two dollars for every dollar of the buyer’s
18 down payment, to a maximum of 40% of the purchase price of
19 $30,000, whichever is less. There shall be no limitation on the
20 amount of the down payment contributed by the owner.

1 SECTION 4. The administering agency, on behalf of the Com-
-2 monwealth, shall take a lien on the mortgaged property for the
3 amount of the original state investment or a percentage of the
4 equity in the property, whichever is greater. The state’s share of the
5 equity shall be equal to the percentage of down payment contribut-

-6 ed by the administering agency.
7 The administering agency may require such documents as it
8 deems necessary to verify the qualifications of the buyer, the
9 buyer’s credit rating and ability to pay the required mortgage

10 payments, the amount of the buyer’s contribution to the down
11 payment and the purchase price of the property being considered
12 for a mortgage utilizing matching funds under this Act. The admin-
-13 istering agency may, at its discretion, require an independent ap-
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14 praisal of the property to determine the full and fair market value
15 of said property. The administering agency shall require proof of
16 clear title to the property at the time of purchase. The administer-
-17 ing agency shall approve a lending institution for participation in
18 the program, but may not reject a buyer’s application solely because
19 the lending institution had not obtained such approval before the
20 application of said buyer.

1 SECTIONS. The administering agency shall provide matching
2 funds at the time of closing to a qualified buyer who has satisfied
3 the requirement of this act and has obtained a financing from a
4 lending institution approved by the administering agency. The
5 agency shall design and distribute appropriate forms for the equity
6 lien, to be executed at the time of closing.

1 SECTION 6. Any legal fees, appraisal fees or other fees in-
-2 curred under this Act shall be paid by the buyer.

1 SECTION 7. The equity lien shall be satisfied before all other
2 claims against the property except the first mortgage held by the
3 lending institution.

1 SECTION 8. The equity lien shall be satisfied upon resale,
2 refinancing or subdivision of the property or upon absence ofthe
3 buyer from the residence for more than two years. If the buyer rents
4 or otherwise leaves the property for at least one year, but less than
5 two years, said buyer must reestablish residence on the property for
6 at least one year or satisfy the equity lien. The lending institution
7 and the buyer shall notify the administering agency of the above
8 changes in the mortgage or in the buyer’s occupancy.

1 SECTION 9. The equity lien shall be satisfied no more than 10
2 years after the date of the purchase of the property. The adminis-
-3 tering agency shall send a notification by registered mail to the
4 buyer nine years after the purchase of theproperty. Upon receipt of
5 such notification, the buyer shall make arrangements to satisfy the
6 equity lien and notify the administering agency of such arrange-
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7 ments. The buyer’s failure to reply to the agency’s notification shall
8 be presumed to establish the buyer’s absence from the property.

1 SECTION 10. If the buyer fails to satisfy the equity lien under
2 the above conditions, the administering agency may take appropri-
-3 ate action to have the lien satisfied, including but not limited to
4 foreclosure against the property.

1 SECTION 11. There shall be no penalty of early full or partial
2 satisfaction of the lien. In the event of early payment, the state’s
3 share of the equity shall be determined according to thefull and fair
4 market value at the time of such payment, and the amount of the
5 state’s share in the equity shall be reduced by amount of such
6 payment.

1 SECTION 12. The owner shall bear the burden of providing
2 acceptable verification of expenditures for improvements of the
3 property. Such improvements shall not be included in the calcula-
-4 tion of the state’s share of the equity.

1 SECTION 13. This program may not be used to purchase more
2 than one lot except where two or more lots were previously com-
-3 bined to form one integral property containing more than four
4 dwelling units.

1 SECTION 14. In satisfying the equity lien, the buyer shall be
2 liable for any selling costs, real estate commissions, appraisal fees
3 and other costs. The Commonwealth shall not contribute to the
4 payment of these costs.

1 SECTION 15. This program shall not be used in conjunction
2 with any low income subsidy program. However, it may be used
3 with Veterans Administration and Federal Housing Administra-
-4 tion loans.
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1 SECTION 16. This Act shall take effect on January I, 1983.








