From the Front Porch

By Christopher Spruce

The work of Island Housing Trust over the past six years since I became its first full-time Executive Director has focused largely on creating homeownership opportunities for first-time homebuyers.  We have done this largely by developing such opportunities on land owned by IHT (Ripples Hill) or in cooperation with private developers such as Emily Sabah Maren on land she owns (Sabah Woods).  In each case, we have essentially developed or worked with someone developing residential properties of a certain design and scope.
This approach has resulted in nine working families or individuals finding new year-round homes on Mount Desert Island since February 2008.  (A tenth is in the works.)   Although this approach has been successful in providing the right opportunity for current owners, it has not captured those potential first-time homebuyers who might not find the opportunity being offered by IHT to work for them.   House design, location, and financial considerations all could be barriers to meeting the needs of these potential homeowners.  

As a result of this experience, IHT’s Board of Directors has discussed adding an alternative approach that we are calling the Homeownership Assistance Program.   Unlike most of our current efforts that begin with a definitive opportunity created by IHT or our partners, the Homeownership Assistance Program starts with the prospective homeowner bringing the homeownership opportunity to us.  In other words, qualified applicants will identify the residential property they would like to purchase with an IHT HAP grant of up to $40,000, and we will work with them to assist in the property’s acquisition.

As we have conceived it, the Homeownership Assistance Program will work like this:  A working individual or household approaches IHT to pre-qualify for a grant.  IHT requires them to submit information, such as paystubs and tax returns, which will allow us to certify that they qualify as a program applicant.  Applicants must also provide IHT with a pre-qualification letter from a financial institution that states the applicant is eligible for a mortgage loan up to a certain amount.  With this information in hand, the qualified applicant goes shopping for a year-round home on MDI.   

Let us say the financial institution has said the applicant/shopper can borrow up to $185,000.  The shopper finds the ideal house on the market for $225,000 and negotiates a tentative purchase price of $207,500 with the seller.  The applicant returns to IHT and requests that IHT consider a Homeownership Assistance Program grant of $22,500 to provide gap financing for the property.   IHT and the potential buyer would then have a building inspection conducted to ensure that the property was in good and marketable condition and that any required repairs are identified and included in the grant contract.  That contract would, of course, make the purchase and sale agreement contingent on the applicant’s bank financing and an appraisal that supported the purchase price.  In return for being awarded the assistance grant, the qualified purchasing homeowner would agree to IHT’s affordability covenants that regulate the resale price of the property so IHT’s investment remains in the property, keeping it affordable to future buyers.  In this way, we keep the property in the pool of affordable workforce housing on MDI.

There are too many details of such a program to elucidate here, many of which will ensure that IHT’s investment is protected and that the funds provided by IHT are spent appropriately.   We think, this alternative approach might be attractive to some potential working households that have not yet found a satisfactory year-round homeownership opportunity.   If funding allows, we hope to launch a pilot project under the HAP initiative in 2011.
