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Introduction 
ARCH engaged Street Level Advisors to assess the organization’s ongoing stewardship of its 
Homeownership Program, which provides affordable ownership opportunities to people with 
low to moderate incomes while seeking to retain affordability by limiting resale prices for future 
buyers. This model is known as “shared equity homeownership.” Shared Equity programs 
require a delicate balancing act between the dual goals of helping today’s owners and 
preserving affordability for future buyers.   

To conduct the assessment, Street Level Advisor worked with staff to identify problems 
including foreclosures, unauthorized rentals and unauthorized sales.  We compiled data on the 
affordable pricing and current resale formula values for each home in ARCH’s portfolio in order 
to understand the organization’s performance in maintaining long-term affordability. We also 
administered a comprehensive assessment tool developed by Grounded Solutions Network 
based on identified best practices for affordable homeownership programs.   

This report summarizes key findings and recommendations for specific changes in policies or 
administrative procedures which ARCH could make to strengthen the program.  

A. Key Findings
1. The program is serving households in the target income range.
The roughly 700 units in the program were designed to target households at a range of incomes 
from 50% to 120% AMI, with the vast majority targeted at 80 to 120% AMI. For the sample of 
buyers we tested, the median household income was 70.9% of local AMI adjusted for household 
size.  
In addition, buyer incomes are well below the income eligibility limits - 94% of buyers had 
incomes below the income limit for their unit, and the median buyer’s income (as a percentage 
of local AMI, adjusted for household size) was 18.9 percentage points less than the limit.  ARCH 
allows owners who are unable to sell their homes within 60 days to sell to households above the 
unit’s income limit.  
However, of the 29% of sales that occurred after the 60-day period, most homes were sold to 
buyers who were nonetheless income qualified. Overall, 7.2% of the resales we studied involved 
sales to ‘over-income’ buyers. 
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2. A significant share of ARCH homes have not remained affordable to the same income levels 
over time.  
The program has utilized a variety of resale formulas over time and across different jurisdictions. 
These formulas have performed differently in preserving affordability, but a significant 67% are 
now affordable to a higher income group than they were at initial sale.   
Overall, the typical home has lost 7.4 percentage points of affordability. Of the program’s 3 
most common resale formulas (REI, REI/HUD, and Flat Quarterly), the hybrid REI/HUD formula 
preserved affordability the best, and the REI formula performed the worst. Even so, the 
REI/HUD formula has still resulted in affordability losses in nearly all conditions other than the 
peak of the housing bubble.  
We expect that this gradual erosion of affordability will lead to a steady increase in the number 
of homes that remain unsold after 60 days and ultimately sell to buyers who are above ARCH’s 
income limits 
 
3. The public share of equity in ARCH homes (“Value in Trust”) has grown substantially over 
time 
The typical ARCH home was initially sold at a restricted price approximately $130,000 less than 
market value, but now has a current formula price that is $330,000 less than market value. 
Taken together the difference between affordable prices and market values totals $274 million.  
This is the value that ARCH is entrusted to steward.  

For most homes (74.2%), the discount relative to market value that the current formula price 
provides is now larger than it was at initial sale. This means that although the program’s resale 
formulas are allowing a steady erosion of affordability overall, they have nonetheless 
consistently deepened the homes’ market discounts – just not enough to preserve affordability 
perfectly.   

 
4. ARCH’s Homeownership Program has provided meaningful opportunities for homeowners 
to build equity.  
The most common resale formulas found in the program have allowed homeowners to build 
significant wealth and benefit from a significant portion of their homes’ market appreciation. 
The typical ARCH home’s current maximum formula price is approximately $123,000 more than 
its initial affordable price.  

In total, the program’s restricted prices have appreciated by $94 million.  We estimate that a for 
a typical unit, a homeowner who had owned since the unit was placed in ARCH’s portfolio would 
have gained $65,000 at resale (appreciation minus closing costs and downpayment). This results 
in a typical rate of return on homeowner’s investment of 13.86% annually – nearly double what 
owners would have earned by investing in the S&P 500.   

 
5. Compliance violations such as subleasing and unauthorized sales represent a small minority 
of the units in the program.  
As of May 2019, ARCH has identified 51 homes (7% of the portfolio) that merited further review 
for possible compliance violations, either due to mail being forwarded to a different address, an 
apparent change of ownership, or other reason. Of these, 24 were determined to be in violation 
(3.5%), 16 were determined to be in compliance, and 11 were still under review. Violations were 



 3 

categorized as unauthorized sales (1.3%), non-owner occupancy (1.7%), and unauthorized quit 
claim deed transfers (0.4%). 

 

6. Foreclosures have created meaningful losses in the program, particularly following the 
economic recession, but have not been a frequent occurrence in recent years. 
A total of 43 ARCH properties have experienced a foreclosure (5.8% of the portfolio). Of these, 
20 happened without any formal notification to ARCH, and in most cases where ARCH was 
notified, ARCH was unable to preserve the resale covenants on these homes. This was largely 
due to ARCH not having the resources readily available for the purpose of purchasing units at 
risk of foreclosure.  
 
7. ARCH is implementing industry best practices in many areas, but in other areas falls short of 
the goal of preserving long term affordability. Staffing levels lag significantly behind other 
successful programs.  
ARCH’s covenant and other legal documents are state of the art, incorporating many thoughtful 
and strong protections for the public interest in ARCH homes. But ARCH has been operating with 
less staff than is necessary to successfully preserve affordability and monitor compliance for 
such a large portfolio of homes.  ARCH has less than one full time staffer dedicated to the 
program . This means that ARCH has had to take a relatively “hands off” approach to 
stewardship.  Based on a comprehensive review of current practices and procedures, ARCH is 
currently implementing just over half of the 70 industry best practices covered by the 
assessment tool.  

 

B. Recommendations  
We found many areas where ARCH is implementing proven best practices but we also identified 
additional steps which ARCH could take to strengthen the homeownership program and greatly 
improve the likelihood that units would remain affordable over the long term. We made 35 
detailed recommendations covering topics including business planning, marketing and buyer 
selection, initial pricing, resale pricing, mortgage financing, monitoring and enforcement.  We 
have highlighted below the recommendations that seem most impactful. 

 

Expand Staffing 
Add two or three additional full time staff positions including at least one person 
focused exclusively on the homeownership program.  

In order to help cover the cost of new staffing, develop a plan for implementing new 
fees at the time of resale to be charged to selling homeowners and/or to new buyers. 

 
Strengthen Enforcement 

Convene a working group of attorneys from partner cities to coordinate short-term 
enforcement actions and to plan for changes to the legal structure to enable more 
effective enforcement in the future.  
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Adopt a monitoring schedule and an enforcement plan outlining the intended steps that 
staff should take in the event of each common type of violation.  

Develop a comprehensive program manual (including mission statement) and have it 
reviewed and approved by the ARCH Board of Directors. Update it periodically – at least 
every 5 years. 

Strengthen Requirements: 
Consider adopting a new resale formula which will better maintain affordability of 
homes at resale.  If possible, update existing homes to the new formula whenever they 
turnover.  

Develop a strategy for “rebalancing” the pricing limits for units with resale prices that 
have risen to the point where they are considerably out of reach for their targeted 
income group.   

Switch to imposing income limits based on applicant household size rather than the size 
of the unit.  Review other buyer eligibility criteria and consider adopting an asset limit 
and first time buyer requirement.  

Adopt a policy limiting buyers to approved mortgage product types. Consider creating a 
list of approved or preferred lenders.  

Work with ARCH’s attorneys to develop an approach that allows member cities to 
record new covenants at each resale, resetting the 30-year affordability period each 
time.   

Evaluate the feasibility of requiring buyers to participate in a program orientation 
session with ARCH staff.   

 

Improve Systems 
Purchase HomeKeeper data management software (myHomeKeeper.org) to more 
efficiently manage program data and track outcomes.   

Create a standard application form for homebuyers in order to capture basic data about 
each applicant.   

 
 




