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COuNCIL COMMUNICAT LON

TO: THE CITY QGOUNCL COUNCIL MEETING DATE: SPHVBER 7, 1988
FROM: THE CITY MANAGER'S OFFICE

SUBJECT: MORTGAGE CREDIT CERTIFICATION PROGRAM (DISCUSSIGN AND APPROPRIATE ACTION)

GENERAL OVERVIEW

The Mortgage Credit Certificate Program, authcrized by Congress in the Tax Reform
Act of 1984, is an alternative to mortgage revenue bond-backed financing as a
means of providing financial assistance to average-income families for the
purchase of single~family housing. In 1985, the State of California adopted
Tegislation authorizing cities and counties to make Mortgage Credit Certificates
available in their communities.

MORTGAGE CREDIT CERTIFICATE

The MCC is a federal tax credit. The MCC tax credit reduces the federal income
taxes of qualified borrowers purchasing modestly priced homes, thus having the
effect of subsidizing their monthly mortgage payments. For example, a borrower
with a 10% fixed rate 30-year mortgage of $90,000 would make $790.00 in mortga?e
payments each month. By using a 20% MCC, $158, (20% of $790) of the monthly
payglelmt can be taken as a tax credit toward that buyer's Federal income tax
Tiabi lity.

The JRS and state agencies have established program guidelines which set the
maximum sales price for new and existing units, as well as the maximum household
income of the home purchasers.  These limits are different for each city and
county and are periodically revised based upon what should be average for the
area; the limits for Lodi are $101,000 for a newly constructed home and $85,000
for an existing, previously occupied home assuming a median household income cf
$28,600 for the city.

PROGRAM ADMIN I STRATION

The MCC Program can be implemented in-house or on contract; larger cities,
particularly in Southern California often implement it in-house. Smaller cities
and counties have feind it to their advantage to wutilize outside housing
consultants, such as CFN Financial Services. If an outside consultant were used
the City's role in administering MCC's would only include promotion and
coordination of the program.

The application fee for the MCC Program is around $5300. For this reason, MCC's
usually work out better in cities that have large numbers of new homes since
developers can pay the application fee. In a strictly resale market, either the A
city or an association of realtors would have to pay the application fee and they =
are usually less willing to do so. e

BACKGROUND INFORMATION

The Ci‘ty of Lodi does not have any new single-family homes selling for under the
MCC Program's ‘limit of $101,000. The lowest priced new units are in Johnson Ranch == -
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and Tandy Ranch, starting in the low $120,000's and $140,000's respectively.
Schaefer, Suess and Boyd Realtors estimates the median rew home is selling for
$150,000 to $169,000 in Lodi.

There are some existing, preoccupied homes in Lodi seliing under $85,000 though
concrete numbers are not availabie. The Lodi Board of Realtors does provide a
median selling price of $122,573 for a resale home which suggests that the number
of homes that qualify for this program-is probakiy not significant.

GONALLAON

This ;-ogram IS unique because it is not restricted to low and moderate income
categories and includes average income persons. However, the unavailzbility of
any new homes priced within the MCC's limit and the moderate numbe:r of eligible
resale homes means the program will 1ikely not have much of an impact in Lodi.
Staff feels the MCC Program would be ineffective here and recommends that we do
not adopt the program at this time.

AMES B, SCHROEFDER
(Eo!{munity Devel opmentt Director
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August 1, 13582
Fred Reid
P.0O. Box 30806

Lodi CaA, 95243-1910
SUBJECT: MORTGAGE CREDIT CERTIFICATION PROGRAM .
LORT o reds 4

:
This letter 1is to make you aware of an Upportunity for your :
city to make Homeownership a reality for average incgme nome ;
buyers. If your City “opnc'T acts, ycu can ensure that modcrate - i

merican Dream of Homeownership and

families realize the unique r
ar local 3Builders, Realtors, and

at tha same tinme bene_lt
Lenderz. ' i
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HOR ACP‘ CREDIT CERTIFICATES

e U.SL- CongféQs “adopted amendments ‘TC

‘1987 the U.
Bonding Regulations which;-among cther things, enacted &
forasx T known : - Mortgage Crcdlf Certificate

Rather  -tnan 1ssu1ng4 Tax Exempt~'Revenue Bonds
modorata—lnco"e ‘Home .- Buyers, - Cities anu‘f Cou ntles
'pern1ut~“, te issue’ ALCs‘ha mllqlole avera aevlnche hu'
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An MNCC progran reguires an initial action by your city council to

start the prcgran. Next youy local Bulilders, Raalters, and
Lenders are mnade aware of the availabilicy of MCC and the
issuance of indivLuuhl MCCs  incorporated  In thelv  Listing,
Selling and Financing preceduraes. Lastly, M¥{Cs are issued to
qualified howepurcihasers as authcrized by your jurisdiction.
CFh INANCIAL SERVICES, PUBLIC FINANCE DIVISION

Most cities, rather than hiring expensive permanent staff,
retain a prlvate'firm, such as ours, CFH Firancial Services, to

ininist the prograr. Unlike wmost housin programs, an MCC

can be 1lmplementsd at minimal COST  to your city. We

are DENT  thaw  eftsar g advzsilagon i grezenhtald Lo
vour . City Manager, Planning Director, _ or City Attorney, your
Council will - with the strong support of vyour local Builders,

Realtors, Lenders, and, mwost of all, Prospective. Homeowners
- ~elect to participate : ' SR

Knowing that you 'will undoubtedly. have several questions, be:

assured that we will return all "Inquiry Calls"® prompt}y*andﬂ

‘without obligatien.

Please contact us at (408)462-
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TO: THE CITY COUNCIL COUNCIL MEETING DATE: AUGUST 17, 1988
FROM:: THE CITY MANAGER'S OFFICE

SUBJECT: MORTGAGE CREDIT CERTIFICATION PROGRAM (DISCUSSION AND APPROPRIATE ACTION)

GENERAL OVERVIEW

The Mortgage Credit Certificate Program, authorized by Congress in the Tax Reform
Act of 1984, is an alternative to mortgage revenue bond-backed financing as a
means of providing financial assistance for the purchase of single-family
housing. In 1985, the State of California adopted legislation authorizing cities
and counties to make Mortgage Credit Certificates available in their comnunities.

MORTGAGE CREDIT CERTIFICATE

The MCC is a federal tax credit. The MCC tax credit reduces the federal income
taxes of qualified borrowers purchasing modestly priced homes, thus having the
effect of subsidizing their monthly mortgage payments. For example, a borrower
with a 10% fixed rate 30-year mortgage of $90,000 would make $790.00 in mortgage
payments each month. By using a 20% MCC, $158, (20% of $790) of the monthly
payment can be taken as a tax credit toward that buyer's Federal income tax
liability.

The IRS and state agencies have established program guidelines which set the
maximum sales price for new and existing units, as well as the maximum household
income of the home purchasers.  These limits are different for each city and
county and are periodically revised; the limits for Lodi are $101,000 for a newly
constructed home and $85,000 for an existing, previously occupied home assuming a
median household income of $28,600 for the city.

PR INI TION
The MCC Program can be implemented in-house or on contract; larger cities,
particularly in Southern California often implement it in-house. Smaller cities

and counties have found it to their advantage to utilize outside housing
consultants, such as CFN Financial Services.

BACKGROUND INFORVIATION

The City of Lodi has no new single-family homes selling for under the MCC
Program's 1imit of $101,000. The lowest priced new units are in Johnson Ranch and
Tandy Ranch, selling in the low $120,000's and $140,000's respectively. Schaefer,
Suess and Boyd Realtors estimates the median new home is selling for $150,000 to
$160,000 in Lodi.

There are sone existing, preoccupied homes in Lodi selling under $85,600 though
rancrete” numhe 1S are not available. The Lodi Board of Realtors does provide a
median selling price of $122,573 for a resale home which suggests that the number
of homes that qualify for this program is probably not significant. '
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CONCLUSION

This program is unique because it is not restricted to low and moderate income
categories and includes average income persons. However. the unavailability of

...any new homes priced within the MCC's limit and the moderate number of eligible
resale homes means the program will likely not have much of an impact ir Lodi .

Staff feels the MCC Program would be ineffective in Lodi and recommends that we do
not adopt the program at this“time. S
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JAMES B. SCHROEDER
nmunity Development Director
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