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Key panel stomps county mortgage aid scheme

By MICHAEL MATUSZEWSKI

A controversial county plan to sub-
sidize 2,500 mortgages for prospective
Oakland home buyers appears headed
for the trash can,

The county board of commissioners”
finance committee, after a public
hearing Monday night, over-
whelmingly disapproved a $100 million
mortgage revente bond scheme.

The vote was 6-0 with one absten-
tion. Voting against the plan were
Commissioners Dennis Murphy (R-
Novi), Ralph Moxley (R-Birming-
ham), Robert Page (R-Birmingham),
Lillian Moffitt (R-Bloomfield Town-
ship), Lawrence Pernick (D-South-
fleid) and Belty Fortino (D-Water-
ford).

Committee chairman Paul Kasper
(R-Bloomfield Hills) abstained saying
he did not have enough information to
wote.

‘The full board will consider the plan
da;

The plan, which was proposed to
Oakland County Executive Daniel T.
Murphy by the investment banking
firm L.F. Rothschild, Unterberg, Tow-
bin and Pontiac State Bank, would
have Oakland County float $100 million
in revenue bonds. The proceeds from
the sale would then be turned over to
Pontiac State Bank and other Oakland
lending institwtions to finance mort-
gages for about 2,500 county home

ers.

Proponents of the plan said that
because inlerest on the revenue bonds
was tax-exempt from federal income
taxes, local banks and savings and
loans could make the mortgages avail-
able at interest rates far below com-
mercial rates. Revenue bond-financed
mortgages would available at 85 per
cent. The commercial rate stands at
11.5 per cent.

Even before the public hearing, the
tide of opposition had been growing,

But finance and public services com-
mitlee members discovered just how
strong that oppesition was. Every one
of a dozen banking industry represen-
tatives and county residents opposed
the proposal.

Some complained that the plan's def-
inition of “middle income" was not
realistic. The program would be 2imed
at [amilies earning more than $20,000
annually but not more than $50,000.
Only a small portion of the lendable
$8 million would be earmarked for
families earning less that $20,000.

Oakland officials said government
assislance programs were already
available for low-income families.

Banking offidials urged caution.

Paul Williams, a vice-president of
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6-0 vote all but rules out
$100 million bond sale

the Chicago-based investment banking
Brm John Nuveen Co., warned that a
large number of revenue bond issues
in Michigan could force increases in
interest rates for general obligation
bonds which are used to finance spe-
cific local projects.

More than 20 Michigan counties are
considering similar mortgage revenue
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bond proposals. The Ottawa and Gen-
esee County boards of commissioners
have already approved bonding
proposals.

DONALD LANCE, a retired mort-
gage banker from Farmington Hills,
added that a county venture into the
mortgage business could drive up

7

mortgage rates for those who do not
£t a revenue bond-financed loan.

“It would be bad for the remaining
people of Oakland County,” Lance
said. “There has to be a saver for
every borrower,” he said.

ice committee vice-chairman
Murphy, after the hearing, questioned
the wisdom of having to pay about $190
million over the 29-year bond period
for mortgages for 2,500 persons.
ile there was no individual sup-
port for the proposal, banking organi-
zations have also been flashing red
lights. The American Bankers Associ-
aition, the Mortgage Bankers Associ-
« ation of America and the Michigan

Savings and Loan League all oppose
mortgage revenue bonding.

The Michigan Savings and Loan
League earlier this week said it would
file suit to prevent either Genessee or
Ottawa counties from going ahead
with bond sales.

Even though bankers and residents
Opposed the plan, they agreed on one
thing—government should stay out of
the mortgage business.

“There’s no reason or logic for the
county to set itself up in the business,”

said. “It's just mot a proper
function of ogvernment.

“You know,” he continued, “a guy

said said all government should do
was deliver the mail and stay the h—
— aut of the citizens” lives. He was
elected.”

EVEN AS opposition mounted and
lobbying continued, the revenue bond
issue’s legality remained in doubt.

According to previously published
reports, Michigan Attorney General
Frank Kelley is preparing a ruling for
the Michigan Municipal Finance Com-
mission that would label such bond
sales illegal. The ruling will not be:
delivered until a county asks for the
necessary finance commission per-
mission to issue the bonds.
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