Federal Home Loan Bank Programs Offer Grants
Of Up to $15,000 per Cooperative Household

By David J. Thompson

roviding homeownership oppor-

tunities for households at 80

percent and less of median
income almost anywhere in the
United States is extremely difficult.
For lower-income households, the
door to homeownership can be
almost closed. Within the Affordable
Housing Program (AHP), the Federal
Home Loan Banks (FHLBank) have
established homeownership assis-
tance programs that can be used by
the cooperative housing community
and especially limited-equity housing
co-ops. This article will explain how
the program works and how to access
these programs.

Two important elements should be
kept in mind. One is that this program
is an institution to institution program
in which the member bank works
with the regional FHLBank to obtain
funding for a number of applicants,
and many applicants including co-op
members work with a service provider
to qualify their savings. The second is
that it is a competitive program held
usually annually in which the service
providers are competing against other
service providers to win the opportu-
nity to run a program. The service
providers are charged a fee for partici-
pating in the program that cannot be
charged to the individual participant.
That fee could be in the form of a
Community Development Block Grant,
a foundation grant or could be paid by
the co-op.

The FHLBank homeownership
program is available through the 12
regional Federal Home Loan Banks
(see sidebar for contact information)
that make up the system. Each
FHLBank has a different program
name, and the amount provided and
some elements of the program are set
differently, but all the programs
provide grants to households to pay
for down payments and closing costs
for the purchase of owner-occupied
housing. The maximum amount of

The Davis Area Cooperative Housing
Association (DACHA) is a limited-equity
housing cooperative of 20 homes. Under
the City of Davis affordable housing
requirements, DACHA must make these
homes available to households on average
at about 100% of median income. Many of
the eligible applicants for DACHA at 80%
of median income could use the IDEA and
WISH programs to obtain $15,000 toward
their share in the co-op. Combined with
state programs, the carrying charges at
DACHA could be substantially below
market.

Just think of the thousands of
lower-income members who
will join limited-equity co-ops
this year who could benefit
from the purchase assistance
provided by this program.

the matching grant varies at each
FHLBank from 2-1 to 4-1, but no grant
exceeds $15,000 per household. In all
cases, to be eligible, a household must
be at 80 percent or less in median
income adjusted [or family size (using
local standards).

This homeownership program is a
grant with a five-year retention agree-
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Congressman Mike Thompson (Napa)
headlined a ceremony at the Eleanor
Roosevelt Circle in Davis in February. The
ceremony entitled "Thanks A Million"
marked over a million dollars in grants
from the Federal Home Loan Bank of San
Francisco (FHLBSF) to co-ops and
mutuals in Davis. Also speaking at the
ceremony was Dwight Alexander, vice
president of the FHLBSF and James
Yacenda, vice president of Community
Lending for FHLBSE Mz Yacenda has
been the person within the FHLBSF
making sure that co-ops are eligible to
apply for the WISH and IDEA programs.

ment that requires repayment under
certain circumstances. At the end of
five years, if the borrower is still living
in the home or co-op unit, the repay-
ment requirement expires. However, if
the borrower does not stay the entire
five years, then 20 percent of the grant
amount is forgiven for each full year
they do stay in the home or coopera-
tive unit. A retention agreement is
required by the FHLBank from its
participating member bank, and is
often secured by a soft second
mortgage on the home or co-op share.
The amount available from the
FHLBank can go toward a range of
costs associated with homeownership.
In some cases, the regional FHLBank
spells out on its web site that co-ops
and condominiums are eligible, but
don’t get nervous if you don't see
co-ops mentioned in your regional




FHLBank materials. Section
951.5(a)(4) of the AHP regulation (12
CFR Part 951) specifically states that

Households must use homeowner-
ship set-aside funds to pay for
down payment, closing cost,
counseling, or rehabilitation
assistance of an owner-occupied
housing unit, including a condo-
minium or cooperative housing
unit, to be used as a household’s
primary residence.

Individual Development
and Empowerment Account

Two programs of the Federal Home
Loan Bank of San Francisco (FHLB-SF)
demonstrate the breadth and lever-
aging power to help first-time
homebuyers. One is called the
Individual Development and Empow-
erment Account (IDEA) and the other,
the Workforce Initiative Subsidy for
Home Ownership (WISH) program.
The IDEA and WISH programs could
be of great benefit to income-eligible
families looking to obtain their first
stake in homeownership. In both
programs, individual households apply
to participate through financial institu-
tions that are members of the FHLB-SE

Through the IDEA Program, the
FHLB-SF provides matching subsidies
to lower-income households saving to
buy a home. However, the families
must be enrolled in an Individual
Development Account program or
participate in a Family Self-Sufficiency
program through their local public
housing authority. In addition, the
family must save for a minimum of
10 months, successfully complete a
homebuyer counseling program,
and find a home and qualify for a
mortgage. The FHLB-SF then provides
up to $15,000 in IDEA funds,
matching up to $3 for every dollar
saved by the homebuyer. The subsidy
must be used only toward down
payment or closing costs in connection
with the purchase of a home to be used
. as the homebuyer’s primary residence.

WISH Program

The WISH Program, designed to
help people living in high-cost areas

purchase homes near their work,
provides grants to qualified home-
buyers. Homebuyers must have partici-
pated in a second mortgage loan
program administered by a public or
private entity for assisting workforce
populations living in high-cost areas.
Homebuyers must complete home-
buyer counseling and contribute at
least one percent of the purchase price
from their own funds. As with the
IDEA program, the FHLB-SF will
provide up to $15,000 per household,
matching up to $3 for every dollar

contributed by the homeowner toward
the purchase of the home.

Through the initiative and efforts of
Neighborhood Partners, LLC and the
support of the National Cooperative
Bank, NCB Development Corporation,
and NAHC, the Neighborhood
Partners was able to obtain a review
of the status of co-ops. Upon review,
the FHLB-SF clarified that legal and
regulatory intent meant that
co-ops and specifically limited-
equity housing co-ops were intended

(See FLB, p. 8)

The Federal Home Loan Bank System

ongress established the

Federal Home Loan Bank

System in 1932 as a coopera-
tively owned and governed finance
system. The system is made up of
12 Federal Home Loan Banks
(FHLBanks) that serve 12 districts
covering the entire United States.
The FHLBank system is the largest
source of residential mortgage and
community development credit in
the United States.

Each FHLBank is structured like
the large secondary co-ops and
cooperative banks in Europe. Each
financial institution becomes a
member by purchasing shares in the
bank and then votes based upon the
amount of shares held. The shares
of the FHLBanks’ are not publicly
traded. They are traded only
between the FHLBank and its
member users and the shares are
traded only at par value. The profit
of each FHLBank is paid out as a
dividend based upon a formula set
for the stock held by the member
financial institution. As of 2005, the
FHLBank system had $800 billion
in assets and 8,000 financial institu-
tions as members, including NCB-
FSB (owned by the National
Cooperative Bank). Since 1989, the
FHLBank system has been open to a
wider field of financial institutions
and now includes many credit
unions.

Governance of each of the
FHLBanks is through the members’
election of directors from among the
member financial institutions and
the federal appointment of
additional directors to represent the
public interest. There are limits on
the voting power of larger financial
institutions to ensure that smaller
financial institutions have an oppor-
tunity to elect representatives to the
boards of each of the banks. The
Independent Community Bankers of
America have summarized the
FHLBank voting structure thus:

Congress gave the Federal Home
Loan Bank system a cooperative
structure. In a cooperative it is
important to give all members
an opportunity to be represented,
regardless of size and the
amount of advances they borrow.

Each FHLBank allocates 10
percent of its annual net profits
before tax to its Affordable Housing
Program (AHP). Since 1989, the
FHLBank System has contributed
more than $2.2 billion for affordable
housing through the AHP.

The regulatory oversight of the 12
FHLBs is conducted by the Federal
Housing Finance Board in
Washington, D.C.

— David ]J. Thompson
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