Proposal C: ‘Lender greed’ vs. ‘business

By Tim Richard
slaft writee

But the lender Is unhappy with such
The lender would

eal C doesn't divide people po-
Jitleally’ on clasalcal unlon-manage-
ment, liberalconservative or class

° Ratber, it divides the business com-
Imunity itself. .

t Pushing it is Southfield commereial
real estate broker Sandy Elchentiorn.

. Bis supportera nclude the United Auto

Workers, AFL-CIO, Michigan Citizens
Lobby and Michigan State Bullding and
Lonstruction Trades Council.

' C's enemles also charge that the
driva for C la “spearhcaded” by Detroit
Bond & Mortgage Corp., a firm which
deals In Jand contracts,

Opposing C s a commitiec headed by
Sharon Kellogg, a Lansing real-cstate
agent. Supporiers Include the Michlgan
Assoclation of Realtors, the Michigan
Home Buflders Assoclation, the State

of Commerce, Michigan Sav-
Ings & Loan Assoclation and Mlchigan
Bankers Assoclation. . .
;. C's PURPOSE s to frustrate lender
use of what used to be an obscure
¢lausa in standard mortgages — “duc
on sale.” In times of high interest rates,
atot of money is at stake.
. Proposal C, If adopted, would attack
the matter it two ways,

* First, suppose you bought a house
years ago at 8-percent moriage Inter-
eat. Now you want to scll. Your proper-
ty is very attractive If a buyer can cov-
er your equity with his down payment
and take over, or “assume,” your mort-
gage payments.

an p 0

rather make a new loan at 15 or 18 per-
cent ‘interest, rather than let your
buyer assume your 8-percent mort-

89ge.

So the lender Invokes the “due on
sale” clausa. It says that when the
property changes hands, the balance of
the loan becomes due and payable. You
as seller bave six months to pay up.

‘You probably don't have that kind of

cash; Your deal fails through.
A SECOND way Proposal C would
inhibit “due on sale” procedures lo-
volves federnlly chartered savings and
loan institutlons.
State regulation of “duc on sale”
clauses doesn't apply to federally-

- chartered banks and S&Ls, But Propos-

2l C gets around this by extending the
lender’s foreclosure time from aix
months to 48 months.

“The fereclosure, or redemptlon, pe-
riod would be exteaded from six to 48

ENERGY.
We can’t
afford §

waste it.

months, were he lender ailowed to
proceed with the foreclosure for some
reason,” sald Elchenhor '

enhorn.
~"Said Robert Iann, asslstant attorney

general: "The 48-month period of
redemption would enly apply to a fore-
closure which results from the enforce.
ment of the due-on-sale clause, It
would not apply Lo all foreclosures gen-
erally. = .

Thus, it wouldn't apply to foreclo-
sures made use the borrower de-
{aulted on payments or property taxes.

BOTH SIDES charge the other with

Ec.henhom sald those who foreclose *

want “slmply to rid their mortgage-
1oan portfollos of as many of thelr low-
interest mortgages as they can. Lender
abuse of the ‘duc-on-sale’ clause is one
of the blggest reasons thousands of ‘For
Sale' slgns are rusting on front lawns

. \
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all over Michigan.”.

Attorney General Kelley says his off-
ice has received more complalats from
due-on-aale “abuses” than on any other-
1ssua in hix 20 years in office. .

Pry, € 'would codify Into law &
state Court of Appeals decialon of 1977,
That decislon, u the case of Nichols vs.
Ann Arbor Savings, beld that lenders
could not enforce due-on-sale clauses .
unleas they conld demonstrate Lhat pro-
spective buyera were not credit-worthy
risks or posed some kazard Lo the prop-

erty. .

But a later U.S. Supreme Court rul-
ing exempted federally chartered S &
Ls from state duc-on-sale laws and de:
cisions. . -

‘OPPONENTS of Proposal C call it
anti-lender legistation and say:

“Michigan's poor image a3 a place to
do buslness will be further darkened by
passage .of Proposal C. A state that
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erccls barriers to the flow of outside
caplta] does not present the attractive
buslness environment that would Inter-
est new corporations to settle here.”

The argument runs Uke this:

“Over one-third of the money used In
Michigan (for mortgages) comes from
sources outside the state, (Proposal C)
proposes a foreclosure redemption pe-
tlod of 48'months, which would be by
far the longest In the nation. , .

“It Is o slmple matter of return on
investment for the investor. The poten-
tial yield for an investor purchasing 2
million dollars In mortgages from a
lender In Indiana with its three-month

peried s
greater than the potential jeopardies to
his yleld" [n Michigan with a 48-month
redemption period. “Clearly the inves-
tor would be reluctant to invest In
M.I%lpn under such a statutory deter-
rent” .

Elect Thomas Giles

KAVANAGH ..

OPPONENTS OF C also make the
charge of greed at some Proposal C
supporters.

Supposa the owner of a house sells it
to another party on a land contract.
The sale price for a land contract deal
will tend to be higher than:the sale

* price in a mortgage deal, Thus, the ex-

fensive use of land contracts, which
Michigan has seen for two years or
more, inflates property values.

A high selling price is great for the
seller, the opponents argue, but the ro-
sult of artificlally higher prices is high-
er assessments and higher property
taxes, Thus, opponents of C argue that
the proposal will.result in higher prop-
erty taxes for everybody, while benefit-
Ing only a few who sell houses on land
contracta,
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