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Dver the past five yvears housing affordability has besn a
major concern in Massachusetts. The Commonwealth is
significantly lacking in housing units for low and moderate
income wage earners.l During this time Massachusetts has
euperienced tremendous economic success which in turn has fueled
the real estate boom. The resulting increases in land and
housing costs has put home ownership out of reach for many
Massachusetts residents.

Natiornally the affordability index (median family incoms
neaded to pwohase median family house) is at 113 percent, &
Realthy sign that indicates the average wage earner can purchase
more house for their dollar. When the aftfordability index is at
100% this means that the median family incomz nesded to purchase
the median family house is at equilibrium. But in Massachusetts,
the affordability index is at 75 percent showing & gap betwsen
housing stock prices and income earned.d There has beaen a
substantial increase in the cost of housing vet annual incomes
garned have not increased at the same rate. The average price of
a single family home doubled between July 1984 and Decembet

1987. 5%

—

1 A& Guide to The Massachusetts Housing Partnerships, F 3.

2 Armand Breault; Director, Greater Springfield Board of
Realtors, January 17988.

3 ibid.



Average price of a single family home: Jul. 1984 HH2, 000
Dec. 1987 $124,000.

During this same time period land costs rose by more than
200 percent.4d

This dramatic increase in housing can be attributed to many
factors, some of which are; 1. the inflated costs of raw land
which has driven up the costs of new housing, 2. lower interest
rates which has allowed more people to enter the market, JI.
prohibitive land use regulations which have intervenad in the
devel opment process, and 4. a shortage in the number of housing
units where higher incomes outbid lower ones for scarce

rEsOuUrces.

Affordable housing as it is defined in the State Statute:

"any units of housing subsidized by federal and/or state

government and/or local housing authority under any

program to assist the construction or substantial

rehabilitation of low or moderate income housing, as

defined in the applicable federal statute or regulation,

whether built or operated by any public agency of non-

profit or limited dividend organization., S

The working definition of affordable housing tor firgh tims
homebuyers is based upon the median income parned by a family of

fouwr in the Springfield Metropolitan Statistical Area (8MSA)

which includes Wilbraham. See Table 2 for incaome figures.

5 Frocedural Regulations of The Housing Appeals
Committee, 760, CMR Z0.02.



It is generally agrsed that a small portion of the
population will reguire assistance to rent or purchase housing.
Yet, in the Springfield area as in the rest of the state, neead
for assistance has increased dramatically. Betwesen 1986 and 1987
the average price of a single family home rose by 19 percent,
from $101,396. in 1986 to $120,944. in 1987.6 Although
extremely high, this was less of an increase than the previous
two yvears. From 1984-1985 there was a 25 percent increase in the
cost of housing, and between 1985 and 1986 there was a 27 percent
increase. ' During 1987 the average price of a single family house
rose in price with sach quarter. Total vyearly sales was 3, 100.

First guarter: $109,3544.

Second quartesr: $118,447.

Third gquarter: $125,670.

Fourth gquarter: $126, 200,
The averags wage =arner can no longer afford the average priced
dwalling. In Wilbraham the lowest price for a single family home
{irn December 1987) was $125,9200. A house of this kind is
typically a 200-1000 square foot house with two to three bedrooms
and one bathroom, usually a small ranch or Cape atylé Rousea.
This 5 room house would be considered a "starter" home. Yet,

this "starter" home regquiras an annual income of $34,794, an

4 Armand Breault, Director, Springfield Board of Realtors,
January, 1988.



income substantially higher than the median income for this
region. First time home buyers are hardest hit because they do
not have the equity or the ability to make a down payment of a
substantial amount of money, 10-20 percent or more of the price
of a house. In order to determine the ability of first time
homebuyers to consider buying in Wilbraham, they must determine
their eligibility for a mortgage. Housing eligibility depends on
the cost of housing and the minimum requirements for a mortgage.
There are certain factors necessary in calculating an applicants

ability to pay for housing. The calculation in Table I outlines

the standard used by mortgage lenders.

Table 1 Qualifying the_ Borrower

Housing Expenditures Yaar 1987

Down Fayment

Mortgage Amount et et 2 e e e e i it ot i ot e
Monthly Fayment et e e o e e et e et e et

Frincipal Interest

Froperty Taxes

Insurance

Frivate Mortgage Insurance (FMI)

Total Monthly Fayment

Total ANNUAL FAYMENT

Total INCOME REGUIRED

Assumptions: 10.5% fixed interest rate for 30 year term, 10



percent downpayment, private mortgage inswance = FMI factor:

(., 0029 on less than 20 percent down) % mortgage amount —12; home
owners insurance = approximately .004 x sales price —12y and,
closing costs (one—-time) are nobt reprasented.

The factors above represent the standards used. Most banks
require FMI, the purpose of which is to guarantee the full
payment of the mortgage in case the borrower defaults on the
mortgage payments. The mortgage interest rate used is based on
the fired average mortgage interest rate for a 30 year term. Due
to the limited equity of first time homsbuyers, a down payment
figure of 10 percent of the selling price of the house is one
factor sstimated. No more than 28 percent of the gross income of
a family or household is permitted toward the housing

Apendil ture.

Caloulations for housing affordability consider the family
median income for a given area. The median value equals the
mirmimum income earned by one-half of all families. The Department
mf Housing and Urban Development (HUD) provides median income
statistics for highly populated uwrban areas and their adjacent
communities known as metropolitan statistical areas (MB8AY. The
definition for affordable housing as was mentioned before is
those households earning up to 1204 of the median income of the
Springfield metropolitan statistical area. For this area, an
affordable single family home is one in which families earning

120% of the Springfield MSA median income could pay while using



no more than 28% of their gross income for howsing debt.
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1. Median priced home in Sprinafisld MSA. 1287:
Value of House and Land $120,944
Arnnual Howsing Cost $14, 7348
Annual Income Necessary $52, 654
120% of Median Incoms H0h, 240

Value of House and Land $123, 200

Annual Housing Cost $15, 342
Arnnual Income Necessary 54, 794
120% of Median Income $BE4, 240
3. The average sinale family home in Wilbraham from October L.
L1984 to September 20, 17873

Value of House and Land $1465,014

Annual Housing Cost $20, 116
Annual Tncome NMecessary $71,845
1207 of Median Income $ 06, 240

-

The calculations in Table 3 estimate the annual household
income required to purchase a single family house in the Greater
Springfield area. The calculations were made using the standard
lender format.

Wilbraham is in the midst of this affordability sgueseze.

With Wilbraham®s housing prices being traditionally higher than



most cther communities in Hampden County, the affordebility
problem is that much more acute. In Wilbraham many of thossa who
garn their living here cannot afford to live here. The issue of
affordability concerns homebuyers who may want to live in Town.
Egpecially since only a small percentage of wage earners can

afford to enter the market at this time.

In order to increase the available supply and to encourage a
balanced, regional distribution of low and moderate income
housing, the State Legislatuwre adopted Chapter 774 (Chapter 40-R

or the Anti-Bnob Zoning Act) in 1R6%.
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Chapter 774 of the Acts of 1949 (also known as Chapter 40-RE
of the Massachusetts Legislature) was adopted by the Legislature
to better address the State’s housing needs. This law allows for
"comprehensive permits” to develop subsidized low or moderate
income housing. The permits ars granted by the local Zoning

Board of Appeals (ZRBA) on a case

i

by case basis following a public
hearing. The permits allow housing construction at a greater
density than allowed by the local zoning.

Chapter 774 is a law with which municipalities must comply,
a powerful tool for the provision of affordable housing. Any
public agency, non—-profit or limited-dividend organization
(developer) may apply for a comprehensive permit. The permit

allows for local regulations which are inconsistent with the

~



provision of low and moderate income housing to be overridden.
This allows developers to build multifamily housing in areas
zoned for single family residential use.

Chapter 774 has proven effective in the provision of
affordable housing. Towns would best he served in developing a
public strategy to locate affordable (possibly higher density?
wnits in areas that are environmentally sound and where braffic
congestion is minimized. I1f towns do not decide where aftfordable
howsing will go, developers will.

Affordable housing as per Chapter 774 must be constructed or
rehabilitated under a state or feaderal subsidy that provides for
a "long-term" commitment (at least 10 years) guarantesing
affordabhility. FRental as well as ownership housing can gualify
as low or moderate income housing. Housing that is offered by a
private owner that happens to be "affordable" doess not qualify
because there is no restriction to keep it affordable.

Frices for affordable ownership housing units generally
range from $70,000 to $110,000 and are targeted for those

households with incomes in the $17,000 to $25,000 rangs.

i}

zntal Houwsing
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SHARF (State Housing Assistance for Rental Froduction).
This program provides assistance for new construction and/or
substantial rehabilitation of rental housing. The Massachusatts
Housing Finance Agency (MHFA) writes down the interest on
mortgages to 5%. Fermanent financing is provided for the

construction of mixed income rental housing. At least 23 percent

7]



low income ocoupancy is required. A variety of unit types are
allowed and all of the wunits are counted towards the
municipality®s reguired ten percent guota.

lental Rehabilitation and Rental Subsidy

CORE FOCUS (Commarcial Residential Financing Options for
Central Urban Sites). The funding procedure is similar to the
Small Cities, the madimum grant is $200,000, Chapter 707 rental
assistance is also available. These grants are to assist
municipalities in revitalizing abandoned or blighted buildings or
vacant land sites. Municipalities are sligible and special
considaeration is given for partnership communities.

Community Development Action Grant (CDAG), Small Cities
CDRG, Weatherization Grants, Abandonment Granmt FProgram, etco.
These grants are for development related eupernses, i.e. site and
infrastructures inprovements which will be publicly owned. These
grants are available to municipalities to be put towards the
construction of affordable housing. The financing/funding

available differs with sach program and size of the project.

i

“lanning Grant: These are short term (usually
one vear) planning grants for economic development, resource and
environmental protection, capital facilities planning, growth
controles and management. Single applicants can receive up to
FTO, OO0,

2. Challenge Grant: The MHF Challenge Grant program



encourages and supports innovative housing strategies. The
Challenge Grant program sssks to create investment in new tools

for creating and preserving affordable housing.

Z. Municipal Advance Frogram_—_Mini_Advance: Mini Advance

it
i<

grants allow municipalities to obtain professional consulting
services to carry out preliminary planning tasks, i.e. site
surveys and appraisals, title ssarches, etc. These grants are
for $5000. and are available to MHF partnership communities only.
b, Munigipal Advance Frogram - DRevelopment Advance: These

are planning assistance grants are for $20,000. They cover pre-

construction activities such as site inventories, project and

feasibility analyses, preparation of developer’s kits among
ogther. Certain restrictions apply.
S. Technical Assistance Advance Fund (CEDAC): Funding is

available of up to $20,000. for non-profit developers of housing
within MHF communities. This loan must be repaid.

These are some of the grants available to municipalities and
developers working in MHF partnership communities. This is rot
an axbhaustive list.

III. Wilbraham’s Farticipation in Fublic Housing Frograms
Wilbraham is presently at 5.4 percent of the required 10
percent gquota for subsidized housing wunits. As of January, 1937,
there ware 4,090 total housing units in town. OFf those, 220 were

—_— I
subsidized. The Wilbraham Commons has 136 units of privately

owrizd subsidized housing. There are 108 units of elderly and 28

units of family housing. The Commons project started in 1974

10



with a comprehensive permit wunder Chapter 774 of the Acts of
196%9. Chapter 774 is a local process for granting Caomprehensive
Fermits for the development of low or moderate income howsing.
The Wilbraham Housing Authority has 33 elderly apartments and
congregate units at the Fines and nine (?2) other units around
Towr. And Miles Morgan, the first elderly apartment complex in
Town has 40 units. Presently there iz a minimuwn Z-year waiting
list for the Wilbraham Commons and & 1 and 1/2 yvear waiting list
for the Pines and Miles Morgan housing. Some of the swrounding

towns”® guotas from a 1985 swrvey ares

Fal mer 4. ShY%
Morsan ALY
Chicopees 14. G467
East Longmeadow 7. B5Y%
Longmeacdow 3174

These percentages reflect only subsidized wunits, not
necessarily the diversity of affordable units which may also be
available in the town. Also, the smaller town (populations less
than &,000) have a special exemption from the mandatory 10

percent reguired from the state.

The Massachusetts Housing FPartnership (MHF) was formed in
1985 to support local housing initiatives. The MHF works in
cooperation with a number of state agencies,the Executive Offlice
of Communities and Development (EOCD), the Massachusetts Housing

Finance Agency (MHFA), the Executive Office of Human Bervices

i1



(EOHS) , and others to increase the supply of affordable housing
in Magsachusetts. With support from the legislatuwre more than
half-a-billion dollars in financial and technical assistance is
available to aid local housing initiatives throughout the state.
The MHF works towards 1. producing affordable housing for those
in need; 2. growth management at the local level, creating
policies to provide for affordable housingy 3. providing
specialized housing opportunities for persons with special needs
and, 4. assisting in the support of local housing partnerships.
Aftaer a local partnership has formed, defined its needs, and
located available resources, the MHF will help with financial
programs and technical assistance. The MHF together with other
state agencies offers a variety of mixed income homewonership and
public housing development programs.

d_Ingoms Homgownership Howsing:
The Massachusetts Homsownership Opportunity Frogeam (HOF)
began in 1784, its goal was to give moderate income houwseholds &
chance to own their first home. The HOF program is a local
partnership that is formed by the community and a developer. The
community and the developer work together to reduce costs which
are narmally passed onto the homebuyer. This in turn reduces the
cost of housing wunits to the consumer. Low-cost mortgage
financing is provided for these units if they are first time
homebuyers. Also, resale of these affordable units is restricted
to maintain affordability. The prices for those units is

generally 15-50% below "market price", so that their re-sale is

12



restricted (by deed) to be made available at a similar discount.
Alsa, some of the units (5-10%) will be made available for rental
by lower income familiesi; usually sold to the local Housing
Authority and then rented to eligible families. The new 1988
guidelines for HOF projects specify that a minimum of 307 of the
units be affordable to low and moderate income families. These
units must have an average price of $73,000. Cwrently there are
12% local housing partnerships serving 135 communities across the

state.

Housing partnership status offers many advantages with the
State. The MHF provides communities with resouwrces from a

valristy of state agsncies.

—-financing for mixed-income rental howsing

~incentives for landlords to rehabilitate apartments and keep
them atfordable

-nrants for the development and operation of housing for
persons with special needs

—~infrastructure grants
Technical Assistances:
—~to develop a housing strategy
~to identify resources such as land or buildings

-to explain ways to combine growth management technigues with
roning incentives to create affordable housing

~work with private developers to create more affordable
housing.



Throuwgh local housing partnerships the community can develop

gpecific housing projschs to address their own community’s

particular housing needs.

Additional advantages are that the Town would be eligible

for planning and technical assistance funding and professional

consulting services. Also with the provision for affordable

housing the Town has greater leverage ("points" in the

application process) in secuwring grants from different state

agencies. Becoming & local housing partner is not a legally

binding agreemsnt. The appointed committee can at any time

render themselves powerless by simply not doing anything. The

formation of a partnership is for the benefit of the community.

The Town, through the auspices of the commities is responsible

for the preparation and development of & plan to meet the

comminity's diversifiad housing need
Y. B
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Commitment to Affordable Housing:

The Town of Wilbraham should demonstrate a public
commitment to address it local need for affordable housing.
This is can be done through a written letter from the chief
elected official of the municipality to the Massachusethts
Housing Fartnership.

Assessment of community housing need and local resources
available to address those needs:

The municipality showld prepare a brief description of the
housing needs and local resowces available to meet those

14



neasds within the community., Examples:
~ potential development sites (publicly or privately owned)

- @risting municipal programs or policies to support
affordable housing

-~ laocal lender or builder willingness to participate in
financing of community-supported projects

3. Review of Fast Actions and Prospective Flans for Housing
Affordabilitys

The municipality showld provide a brief overview of actions
the community has taken in the past to further affordable
housing and any currant or prospective plans it has for
doing s0.

4, Identification of Lead/Contact person or organization
for the Fartnership.

The municipality should identity the contact who will be
coordinating the housing activities on behalf of the

partnership.

VI Examples of Affordable Housing Fraojects
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City of Springfield: The Redevelopment Authority transferrad the
title to property from vacant city lots to a local community
development corporation for the construction of 21 Z-bedroom
homes at a land cost of $1000.00 per unit. The Commurdty
Development Corporation used a combination of MHF, HOF and CDAG
grants to construct the homes and roads and uwtilities and were
able to offer the homes at purchase prices ranging from $69,000.
to $78,000. to gualified neighborhood residents.

City of Northampton: Through the help of a local partnership,



seven apartments were constructed for physically disabled and

mentally i1l individuals. These apartments will be staffed and
have support services through funding from the Massachusetts

Department of Mental Health.

Town_of Linceoln: The Town puwrchased a I0-acre site and then

issued a Reguest for Froposals from developers to develop

affordable housing through the MHF Home Ownership Program (HOF)

on this site. Within the 30-acre tract, 20 percent will be
conservation land. The Town also regquested the creation of a
buffer area and protection of a 5 acre wetland.
ject: Forty units of
mived income housing were built on 18 acres. Twenty fouwr units
of duplex housing and sixtesn single family houses. This was not
a comprehensive permit project, instead it was done through a
non-profit developer.

Currently there ars 27 HOF projects under construction or
occupied in the State. There are 37 that are in the approval
stage awaiting construction, and 40 new applications underr

review.

lé



Summary &
I recommend the Fformation of & Local Housing PRartnership

Committee. This is a necessary response, at this time for the

Town of Wilbraham. The Town through the auspices of the
conmittes would prepare and develop a plan to meet  the
community®s diversified housing needs. The committee would be

responsible for an inventory of municipally and state owned land,
farmulating goals and aobjectives for the provision of affordable
howsing, and preparing Lo negotiate with developers on
comprehensive permits or town initiated "Request for Froposals'.
Becoming a "Local Housing Fartner" is not a legally binding
agraement . Housing Fartnership status offers many advantages
with the Stake. The Town would be eligible for planning and

techrnical assistance funding. For these reasons and more I am

recommending the appointment of this committes.



