
No.: 93- 14
Date: March 24, 1993

FEDERAL HOUSING FINANCE BOARD

Affordable Housing Program Funding - First Round 1993

WHEREAS, Subsection 10(j) of the Federal Home Loan Bank Act of
1932 (12 U.S.C. § 1430 (j)) requires that each Federal Home Loan
Bank ("Bank") establish an Affordable Housing Program ("AHP");

WHEREAS, the Federal Housing Finance Board ("Finance Board")
adopted regulations for the operation of the AHP by the Banks
effective March 1, 1991, codified at 12 C.F.R. Part 960;

WHEREAS, the Banks of Pittsburgh, Atlanta, and Indianapolis have
evaluated applications for AHP funds received from Bank System
member institutions in accordance with the AHP regulations, and
forwarded to the Board the respective Banks' recommendations for
funding of proposals; and

WHEREAS, the Board has reviewed the proposals submitted by the
Banks and is hereby making the determination required by 12
C.F.R. § 960.5(f)(3);

NOW, THEREFORE, IT IS RESOLVED, that the Board approves AHP
funding proposals for the Banks of Pittsburgh, Atlanta, and
Indianapolis respectively identified in Attachments A through C
to this resolution, subject to the receipt of information
requested by the Housing Finance Directorate of the Finance Board
("Directorate") and deemed satisfactory by the Director or Deputy
of the Directorate, and subject to the conditions set forth in
Attachment D to this resolution, all of which are incorporated by
reference herein:

BE IT FURTHER RESOLVED, that if a substantial modification to any
AHP funding proposal approved pursuant to this resolution is
proposed, the modification must be reviewed by the appropriate
Bank and approved in writing by the Director or Deputy Director
of the Directorate to assure that the modified AHP funding
proposal would score sufficiently high enough to have been
eligible for approval according to this resolution; and

BE IT FURTHER RESOLVED, that this approval is conditioned on the
Bank determining at the time that AHP funds are being drawn down
that the proposals continue to qualify for AHP funding in
accordance with the regulations and policies of the Board.

By the Federal Housing Finance Board











ATTACHMENT D

CONDITIONS APPLICABLE TO AHP APPLICATIONS

The following applications are approved subject to
compliance with the specified conditions:

a. Federal Home Loan Bank of Pittsburgh

Commonwealth Federal Savings Bank submitted an
application to use AHP funds for the Delaware Valley
Community Investment fund. HFD recommends approving this
application with the condition that the applicant and the
loan fund comply with loan fund guidelines to be developed
by the staff and approved by the Board.

b. The Federal Home Loan Bank of Atlanta

First Federal Savings and Loan of the Palm Beaches
("FirstFed") submitted an application requesting a
subsidized advance in the amount of $4.7 million. The
advance is to be made to FirstFed at 6.5 percent. FirstFed
will make a 15-year loan to the project sponsor, Florida
Affordable Housing, Inc. at 8.5 percent. The amount of AHP
subsidy requested is $256,000.

The project, which was completed in 1992, currently has
a construction loan at a rate of 12.5 percent. The project
was developed using Low Income Housing Tax Credits. Under
the tax credit program, the project is committed to making
40 percent of the units available to households with incomes
at or below 60 percent of area median. The application
proposes to use the AHP subsidy to make at least 60 percent
of the units affordable to households at or below 50 percent
of area median. Current occupancy statistics indicate that
lone-half of the present tenants have household incomes equal
to 50 percent or less of the area median income.

The Housing Finance Directorate's ("HFD") review of
this application revealed that the project's development
budget included a $500,000 interest reserve, a $122,000 rent
up reserve, and an operating deficit reserve of $1,679,000.
The project's operating pro forma shows cash flows after
debt service and provision for reserves ranging from $93,267
in the first year to $185,482 in the eighth year. This
combination of large reserve accounts and substantial cash
flows led HFD to request additional information on the
financial structure of this project.



Further, HFD and the FHLBank of Atlanta have suggested to
the applicant and the sponsor that given the current rates for
Community Investment Program ("CIP") advances, if the CIP were
used, this project could serve the existing very low-income
tenant population without AHP subsidy,
than the $256,000 requested.

or with substantially less

The materials submitted by the sponsor in response to
staff's requests,
including:

left a number of questions unanswered,

- how approximately $560,000 in reserve accounts will be
used;

- the treatment of two subordinate residual cashflow
loans that require payment only if there is cash flow;
and

- why the sponsor believes a CIP advance is not feasible
for this project.

HFD program staff believes that this application could be
financed with a CIP advance that would provide the project with
an interest rate that would allow it to continue to serve its
low-income tenants. However, staff has not received sufficient
information to finalize our decision on this project. Therefore,
staff recommends that this project be approved on the condition
that the project provide sufficient information to justify why
the project needs a subsidized AHP advance, and a clear
explanation of why this project cannot serve the targeted very
low-income households using the CIP.


