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to providing for a study of the feasibility of converting public housing
into cooperatives. Housing and Urban Development.

In the Year One Thousand Nine Hundred and Eighty-Five.

*

An Act providing for a study of the feasibility of converting

PUBLIC HOUSING INTO COOPERATIVES.

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

1 The department of communities and development is hereby
2 authorized and directed to conduct an investigation and study of
3 the feasibility of converting public housing accommodations into
4 cooperatives for purchase by existing tenants; provided, however.
5 that sufficient members of subsidized public housing units shall
'6 continue to be provided for handicapped and elderly persons. The
7 department shall, among other considerations, focus upon the
8 following factors:
9 (1) Eligibility Requirements.

10 The program would focus on cooperative purchases with suc-
-11 cessful tenant management associations. As the work done by the
12 TM A reduces the costs of maintenance, savings to the state would
13 be placed in an escrow account toward the purchase price. The
14 purchase process would begin when this transitional arrangement
15 reduced running costs sufficiently for the tenants to have a reason-

able chance of meeting the costs of ownership.
"17 To be eligible for membership in the purchasing co-operative.

hi tenant-buyers should have been good tenants in the specific build-
-19 ing for at least one year and good public housing tenants for at
20 least three years.
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21 (2) Discount and Clawback.
22 The eligible cooperative/tenant association, comprised of eligi-
-23 ble tenants, would be able to purchase the building at 30 percent of
24 the assessed market value, down payment required.
25 If a co-op member sells his unit within a year, his portion ofthe
26 70 percent discount would be returned to the state. The value of
27 this repayable portion would fall by 10% segments of the initial
28 market price until, after seven years, the co-op membercould keep
29 all the resale proceeds.
30 (3) Financing.
31 Eligible tenant management programs would have the right to a
32 . Massachusetts Housing Finance Agency low interest loan designed
33 especially for public housing purchases. The interest rate on the
34 mortgage would be adjusted to reflect the marginal tax benefits
35 available to low-income home buyers.
36 Eligible tenants in the building who choose not to purchase their
37. unit could do so without being evicted. Eligible tenants would,
38 however, purchase into the cooperative at any time. The state
39 would continue to collect rent from and maintain the units of these
40 tenants. Alternatively, maintenance to these units would be pro-
-41 vided by the co-op under contract.
42 The tenant association may choose to purchase their units on a
43 shared equity plan. They could buy a portion of the units, min-
-44 imum fifty percent, and continue to pay rent to the state on the
45 remainder. The association could add to its ownership in incre-
-46 ments, as finances permitted. Payment to this end could also be
47 made through maintenance service on the building.
48 (4) Resale.
49 Part-owner could sell his unit in the normal way (subject to
50 drawback provisions) but he would have to return the original
51 costs of the rented portion of his unit to the state. Alternatively, he
52 could sell his share to a buyer willing to take on his shared equity
53 responsibility. The tenant would have the right to a mortgage from
54 the PH A, with a limit based on income and a below-market #

55 interest rate, reflecting the reduced tax relief available to low
56 income tenants.
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