Module 1:  Mainstream Employment Programs

About this Tool
Description:

This manual has been created as a template for NSP grantees to use in developing a Program Manual for an NSP homebuyer financing program. This document can be used with the companion Buyer’s Guide tool to help educate potential home buyers about the process of purchasing a home with NSP assistance.

How to Adapt this Document: 

NSP grantees should consider this a template for developing a manual that is specific to the program design and financing tools that the grantee is using. Throughout the document, grantees should insert the specific terms and requirements that it will impose to create an information bulletin or brochure for program participants. Grantee-specific information is required in all areas marked by [gray-shaded brackets]. Please try to explain all requirements in simple, straightforward language. 

The exhibits are suggested accompaniments to the Program Manual — most of which would already be in use locally, or come directly from Federal sources. In several cases, example language is supplied.

Source of Document:

This document was developed by Local Initiatives Support Corporation.
Disclaimer: 

This document is not an official HUD document and has not been reviewed by HUD counsel. It is provided for informational purposes only. Any binding agreement should be reviewed by attorneys for the parties to the agreement and must conform to state and local laws.
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1 Introduction

This manual has been prepared to guide grantee and/or subgrantee staff through the steps of planning and implementing a homebuyer financing program with Neighborhood Stabilization Program (NSP) funding.   
1.1 Program Background

NSP is intended to help stabilize struggling communities, especially those hard-hit with foreclosures. Many of these communities now suffer with large volumes of empty, foreclosed homes, as well as homes that have been abandoned and blighted.   

The program is governed by the following statutes and Notices [retain only those applicable to the round(s) of NSP that is/are funding your program]:

· NSP1

· Division B, Title III of the Housing and Economic Recovery Act (HERA) of 2008 - Emergency Assistance for the Redevelopment of Abandoned and Foreclosed Homes (NSP1)

· NSP1 Federal Register Notice - October 6, 2008
· NSP1 Federal Register Bridge Notice - June 19, 2009
· Revisions to NSP Notice – April 9, 2010 (Definitions)

· NSP2

· Division A, Title XII of the American Recovery and Reinvestment Act of 2009 - Community Development Fund (NSP2)

· NSP2 Notice of Funding Availability (NOFA) - May 4, 2009; corrections published on June 11, 2009, June 19, 2009, January 21, 2010, April 2, 2010

· NSP3 

· Section 1497 of the Dodd-Frank Wall Street Reform and Consumer Protection Act: Additional Assistance for Neighborhood Stabilization Program (NSP3)

· NSP3 Federal Register Notice - October 19, 2010
Additional guidance, including FAQs, toolkits and other policy documents are at the web site:  www.hudnsphelp.info. 

1.2 NSP Homebuyer Assistance Program Summary

	Description of your program:



	Eligible properties 
	Type
	

	
	Price
	

	
	Condition
	

	
	Neighborhoods
	

	Eligible buyers (insert income limits & other criteria)
	

	Summary of NSP financial assistance provided
	

	Key Program & Buyer Deadlines


	· 

	
	· 

	
	· 

	
	· 

	
	· 

	Contact persons for buyers (and others wanting more information, such as developers or realtors).
	· 

	
	· 

	
	· 

	
	· 


1.3 Program Partners

This manual describes the administrative steps of the grantee or subrecipients in the processing of assistance to eligible NSP homebuyers.   There are other partners in the process, including local realty professionals, lenders and developers, who will play critical roles in delivering available units, finding buyers and providing core financing to ensure adequate output within the tight program time frames.   As part of overall program design, grantees and subrecipients need to develop a strategy for recruiting, training and coordinating the various partners to ensure a full and timely pipeline of homebuyers and loans for the NSP Program.
Realty and lending professionals work with the general public who wish to purchase homes.   These professionals can identify potentially eligible buyers and refer them for NSP qualification, effectively expanding program marketing.   They are experienced with the home purchase process and can help guide eligible buyers through that process, ensuring that buyers attain their goal within reasonable times.   Grantees and their subrecipients are encouraged to:

· Develop program materials that realty and lending professionals can use to familiarize themselves and their clients with the NSP Program and buying process;

· Conduct active and ongoing outreach to realty and lending entities to invite their participation in the Program;

· Offer training to such professionals to ensure that they know Program requirements;  and
· Provide points of contact so that the professionals can refer potentially eligible buyers to the program.
1.4 Organization of the Manual

This manual has been organized along the key administrative steps of program implementation and approval of homebuyer assistance.   A separate guide has been developed to guide homebuyers through the NSP purchase process, and is available under the Toolkits section of the NSP Resource Exchange. 

Generally, the process for qualifying homebuyers and issuing NSP assistance will include the following steps and correspond to the chapters in this manual [add or modify steps as appropriate to the local program]:

· Chapter 2:  Marketing & Application Intake 

· Chapter 3:  Household Eligibility 

· Chapter 4:  Property Approval
· Chapter 5:  NSP Financing Approval
· Chapter 6:  Final Approval & Closing   

· Chapter 7:  Recordkeeping & Post Purchase Monitoring
1.5 Program Administration & Tracking Tools

The program design provides for a “pipeline” of buyers to be determined eligible, authorized to search for properties, and then request purchase assistance for properties determined to be eligible, as described above.   

In order to assist staff with the tracking of multiple homebuyer households being processed at all stages of the pipeline, a program Homebuyer Case Tracking spreadsheet has been created.    The format is attached as Exhibit 8.1.
2 Marketing & Application Intake

2.1 Advertising

The program is subject to fair housing, and the general certification to affirmatively further fair housing.   Specific affirmative marketing activities are covered in the next section.   

General marketing and advertising is/was done via the following advertising activities (include as appropriate the following listing specific media outlets and organizations used):

· Newspapers of general circulation (list);

·  Radio and/or television stations (list ads or public service announcements); 

· Other types of media including publications of limited circulation such as neighborhood-oriented weekly newspapers, religious publications and publications of local real estate industry groups;

· Postings at the following locations;

· Notification of the following organizations or groups;

·  [List any other specific outreach, advertising or marketing activities that are required.]
If additional households are needed for the financing program, advertising should be repeated as listed above.

2.2 Affirmative Marketing

As a condition of receiving NSP and other HUD formula-based funding, the jurisdiction submitted a Consolidated Plan amendment.    As a part of this plan, which is subject to HUD approval, the jurisdiction must certify that it will affirmatively further fair housing.   

In order to affirmatively further fair housing, the jurisdiction is required to:

· Conduct an analysis to identify impediments to fair housing choice within the jurisdiction (an “Analysis of Impediments,” or “AI”);

· Take appropriate actions to overcome the effects of any impediments identified through that analysis; and

· Maintain records reflecting the analysis and actions in this regard and assess the results of these actions.

The following activities have been identified as actions that affirmatively further fair housing in this homebuyer program:

· [insert list of affirmative marketing activities]
Whenever this program is advertised, please be sure to include these elements and keep appropriate records to show that affirmative marketing has occurred. 

In addition, in dealing with realtors, lenders and other housing professionals, note and report any actions taken by these professionals that are discriminatory in intent or effect.

2.3 Program Accessibility

In addition to its nondiscrimination and physical accessibility requirements, Section 504 requires that a recipient’s program, when viewed in its entirety, is usable and accessible to persons with disabilities. This obligation applies to the grantee and its partners, if any.   It includes, but is broader than, the obligation to provide accessible units in accordance with 24 CFR 8.22 and 8.23.  This obligation would include the following:

· All program activities, including public hearings, homebuyer briefings, counseling sessions and meetings should be held in locations that are accessible to persons with disabilities.  

· Information about all programs and activities should be disseminated in a manner that is accessible to persons with disabilities.   Auxiliary aids and special communication systems should be used for program outreach, public hearings related to housing programs, and other program activities.

· Reasonable steps should be taken to provide information about available accessible units to eligible persons with disabilities.   Homebuyer programs are not required to produce accessible units except to work with homebuyers with accessibility needs under the reasonable accommodations and reasonable modifications policy described below.    Program advertising should acknowledge that the program will work with households with accessibility needs.  

2.4 Application Intake

It is useful to determine whether a household is eligible for assistance prior to proceeding with the other steps of the application process.   Before a prospective buyer is referred to counseling or to execute a sales agreement for a NSP-assisted property, the buyer must complete the Application for NSP Assistance, included in this manual as Exhibit 8.2.

The information obtained in the application will be used – along with verifications – to determine a buyer’s eligibility to purchase a NSP home and to receive NSP assistance.  While online and paper forms may be filled out, the application may need to be completed in a face-to-face meeting with the applicant.   Reasonable accommodations during the application process are required for any buyers with accessibility needs.

2.5 Application Processing

Record applications in a log as received in the Program Homebuyer Case Tracking Spreadsheet.

2.5.1 Evidence of Employment, Residence, Income and Assets
Applicants are required to submit evidence to the intake and application interview in order to make an initial determination of eligibility.   [Note: These procedures reflect standard industry practices for pre-qualifying prospective homebuyers for mortgage financing and underwriting “soft second mortgages.” However, NSP follows CDBG rules in the qualification of buyers. See Section 3.1 of this guide and the guidance on income certifications in the NSP Resource Exchange.]   

2.5.2 Credit Report
As part of the application, the Applicant must provide written permission for the grantee to obtain a credit report that includes a credit score.   This may be needed for purposes of counseling and reviewing the loan commitment provided by a first mortgage lender.    [Note: These procedures reflect standard industry practices for pre-qualifying homebuyers for mortgages and are not a NSP requirement.]

2.5.3 Applicant Information Confidentiality
The grantee will observe all Privacy Act requirements and keep client data in locked file cabinets or password-protected electronic files.   This can include disclosure to the applicant of who will be granted access to the application file and documents and for what purposes.

2.6 Waiting List Maintenance

Should the demand for the program funding exceed the supply of funds, a waiting list should be created and maintained until all NSP funds have been disbursed, the program closed, and no further program income is anticipated.

The waiting list shall be maintained in chronological order of application, and applicants drawn in chronological order for processing as funds become available.

[Insert specific waiting list instructions here.]
Placement on the waiting list does not require that incomes be certified or other program guidelines be met in advance, as income qualifications need to be current for delivery of assistance.   Qualification for the program will be evaluated at time the applicant is selected from the waiting list for processing.

Letters or phone calls to applicants on a regular basis will be used to determine continued interest in remaining on the waiting list.

3 Household Eligibility

Household eligibility must be determined before NSP assistance can be given.   Income eligibility is the key NSP requirement, although other qualification criteria can also be considered.    This manual assumes that households will be pre-qualified for NSP assistance prior to obtaining counseling and finding a home.   Keep in mind that CDBG standards generally assume household income qualification will be determined within a year of assistance.   

The determination of buyer eligibility will occur in the following steps:

Step 1: 
Assist the client in completing an application form that includes the proper privacy notices and required releases. 

Step 2:
Collect and analyze appropriate income documentation for household members either through third party verification or source documentation.    

Step 3: 
Ask questions about raises or other anticipated income changes during the coming year (from employer, applicant).  

Step 4: 
Calculate applicant’s projected household income to determine eligibility. 
3.1 Household Income Eligibility

NSP funds must be used to assist income-eligible homebuyers.  Under NSP, each assisted household must have an annual gross income that does not exceed 120 percent of the area median income, as adjusted by household size.  Each year, HUD determines the annual median incomes for all states, counties, and metropolitan statistical area and those income determinations are used to determine whether households are eligible for NSP assistance. In order to determine whether a household is eligible for assistance, the grantee needs to compare the verified income against the published standard.  

NSP also requires that 25% of the funds be used to assist households at or below 50% of area median income.   If any of the buyer assistance is going to be qualified for the Low Income Set Aside, then those buyers must be documented to have income at or below the 50% AMI limit.  

Further guidance on how to calculate a homebuyer’s income eligibility can be found in the HOME Program model guide, Technical Guide for Determining Income and Allowances for the HOME Program.  Copies of this model guide are available through the HOME Program online library at Model Program Guides, at http://www.hud.gov/offices/cpd/affordablehousing/library/modelguides.
3.1.1 Income Limits

Applicants are eligible for NSP assistance if their incomes are at or below either 50% or 120% of the area median income and meet other eligibility requirements established by the grantee. 

Income limits are updated annually by HUD.   

The current income limits can be viewed at: http://www.huduser.org/portal/datasets/NSP.html.    
Include both the income limit used and the date in applicants’ files to document actions taken at the time their income eligibility is determined.

3.1.2 Income Definition

Three definitions of income can be used under CDBG and NSP:

· Part 5 annual income (Section 8) 
· Census Long Form 
· IRS Form 1040
NSP grantees must choose one approach and use it consistently across all of their NSP-funded programs.  However, state NSP grantees and their units of general local government are allowed to use an alternate method for determining income outside of these three approaches.   This section assumes the use of Part 5, and will need to be modified if another income definition is used.
For the Part 5 definition, include in the income calculation all adults (18 and older) who will be part of the household during the time NSP assistance will be received, and also unearned income of minor children (e.g., TANF). A very detailed list of income and asset sources that are included or and excluded can be found on HUD’s website at: 
http://www.hud.gov/offices/cpd/affordablehousing/training/web/calculator/definitions/part5.cfm.
 If a NSP program is underwriting mortgage assistance for a client or prequalifying the client for a home purchase loan, data on liabilities should be collected. This includes credit card debts, car payments, student loans, payday loan payments and other debts. Typically, the program obtains a credit report during or shortly after the intake interview, after the client has signed a release. Obtaining information on debts and monthly payments is not required for income certification, but the processes of obtaining the data should be meshed to maximize efficiency and to streamline the process for clients.  It should be noted that the income data used to pre-qualify applicants for first mortgage financing may be different from the total household income used for NSP income certification.  Mortgage lenders generally count only the incomes of the proposed borrower and co-borrower.  

The CDBG and NSP programs use “household” income rather than “family” income to qualify recipients in housing activities. Family income is used in other CDBG activities unrelated to housing.  In general, though, the Part 5 income definition includes and excludes the following household members:

Includes: 

· Both related and unrelated household members
· Shared custody children should be counted if at least 50% of time is with the household seeking NSP assistance.
· Temporarily absent household members who will return to the household, for example:
· Members who are temporarily absent for school or work;

· Those who are incarcerated for a short time and will return to household;

· Active military members who will return to household   
May Include: 

· Unborn children (up to the NSP grantee)

· Permanently absent members (it is up to the head of household to decide who is permanently absent).  For example, an elderly member who has gone to live in a nursing home, or an adult student living away from home.   Note, if the applicant includes these persons as household members, the income associated with these household members must also be included.  
Excludes
· Foster children and legal kinship guardians or foster adults, live-in aides and children of live-in aides. 
Program application forms are the appropriate tools for collecting data on household composition, income and asset sources.  It is a good practice for the application form to include, above the signature line, a statement stating that all of the information is complete and accurate.  The application should be signed and the statement sworn to by the applicant, co-applicant or both.  In NSP programs, the signers will typically be the proposed owner(s) of a NSP-assisted home such as a head of household and the spouse.  All household members should be indicated on the NSP program application, including their dates of birth.  

It is a good practice to include a question on the application form pertaining to potential changes in household composition in the next 12 months.  This question should help the administrator to anticipate additional household members through birth, relationship, and other familial changes. 

Other things to note:

· Tips for calculating wage rates:
· If paid for every week of the year: Pay rate times 2080 hours (40 hours times 52 weeks).
· If not paid for every week: Pay rate times number of hours per week times number of weeks worked per year, OR multiply total quarterly pay times 4. 
· Variations in pay:

· If seasonal income, add months of pay + unemployment to project 12 months forward. Example: 6 months of pay + 6 months unemployment
· Other Common Sources of Income
· Unemployment:

· If a household member is currently receiving unemployment payments, verify amount received.
· If a client is not currently receiving payments, but has signed up for unemployment payments or expects to soon, use the prior year tax return or last two years to obtain an average payment amount.
· Self Employed: document current information if available. If current information is not available, use prior year tax return or last two years to obtain average income.
· Construction and/or seasonal: ensure all employers are included, use verification letters and forms for all if possible.
· Cash: Review for periodic payments in checking and/or savings account statements.
· Zero income for one or more household members.   
· First, ask   the client questions about household members’ ability to pay rent, utilities, car payment, etc. to determine if zero income is correct. Verify cash and other income identified. If the entire household has little or no income, this of course calls into question whether the household could afford to buy a home. 

· Second, review tax return from prior year. Use third party verification with prior employers, benefits, etc. as indicated on the household’s tax return.

· Finally, if desired, use IRS form 4506 to obtain a certified tax return. If income is indicated on the tax return, then talk to the client to determine if any of the sources of income are still being received. 

3.1.3 Income Verification

 Applicants sometimes over- or underestimate their income and assets on program application forms. In rare instances, clients provide false information in order to qualify for benefits.   For this reason, documentation for income verification is a step in the process.

Third-party verification is the most reliable method. This involves sending the appropriate forms to employers and agencies listed as a source of income on the NSP program application or as indicated by household members during the application intake process (see Exhibit 8.4 for a list and links to sample forms). Steps to verifying income and/or assets include:

· Execute a signed release form with the household to verify income via third party sources and to pull credit reports (if applicable).

· Send verification forms to the employer or agency. Be prepared to follow up if the agency is unresponsive and document verification efforts in the applicant’s file.  
· Public housing authorities and certain HUD multi-family developers may use the Enterprise Income Verification (EIV) system; in general, though most NSP grantees or subgrantees will not be eligible to use this system. EIV provides electronic information based on the HUD-50058 (see    http://www.hud.gov/offices/pih/programs/ph/rhiip/uivsystem.cfm.)
The Work Number is an additional resource that is commonly used by large employers (e.g., Cabelas, Walmart, etc.). The Work Number charges a fee unless information is being requested by a nonprofit. More information can be found: http://www.theworknumber.com.

CDBG allows income information to be up to 12 months old.   In other words, income verification can be completed up to 12 months before the closing or delivery of financial assistance.  

CDBG allows the IRS 1040 long or EZ (short) form itself as the sole source documentation of income only if the household composition and income sources will not change in the following 12 months.

IMPORTANT NOTE:  It is considered standard practice in a homebuyer program to compare income reported to the NSP grantee or sub-grantee with income reported to the lender on the mortgage application. They may not match exactly, but if they are significantly different the variance should be explained in writing.
3.1.4 Income Certification

After income and asset have been collected either through source documentation and/or third party verification, calculate the household income using the NSP Certification of Income Worksheet in Exhibit 8.3.  The form provides sections for the following information:
· Assets (top section of worksheet):   Include all assets for the household as determined in the Part 5 approach.  First, include cash value of all assets and if the asset earns income, include both the cash value and the actual income derived from that asset over the next 12 month period.  Second, if cash value is greater than $5,000, conduct an imputed asset calculation (typically 2% of the asset, or other percentage as set by the local HUD Field Office). Finally, compare actual income from assets to the imputed asset calculation and take the greater number and add to income in the bottom section.
· Income (bottom section of worksheet):   Include all income sources for the household as determined in the Part 5 approach.  Add the assets and complete the worksheet.
Have the head(s) of household sign and date the certification.   

At this point, if the household is eligible under current income limits, issue a letter authorizing the household to proceed with housing counseling and mortgage pre-qualification.

3.2 Housing Counseling

NSP requires that each NSP-assisted homebuyer receive and complete at least eight hours of homebuyer counseling from a HUD-approved housing counseling agency before purchase.     Counseling helps ensure that prospective homebuyers are prepared for and understand the responsibilities of being a homeowner and are able to: 

· Find a good home that fits the needs and budget of their household; 

· Negotiate the best price; and 

· Find a good mortgage with a competitive interest rate and monthly payment that the household can afford. 

Buyers should be encouraged to recognize the value of the counseling and assistance in the process, and not just consider this a “federal requirement.”   Counseling can provide valuable information about the buying and financing process, which can help buyers to find better properties and mortgages.   Counselors may be available after training to assist buyers as they go through the process.   These costs are eligible under NSP.

It is permissible for the program to pay for the housing counseling costs.   Housing counseling costs for assisted buyers are eligible NSP activity delivery costs outside of the ten percent administrative cap.      Grantees should note that NSP may pay for housing counseling costs for persons who do not finish the course and progress to a home purchase.   In this situation, the counseling costs should be prorated across all relevant activities as an activity delivery cost (uses B or E).
3.2.1 Referral to Counseling and Education Program
Upon notification of approval of an application for assistance, buyers will be referred to a Grantee-approved and HUD-approved program that offers at least eight hours of pre-purchase counseling and education. 

Local counselors currently HUD-approved are:

· [Insert list of local HUD-approved counselors]
If buyers have already completed such a qualified program within the last six months, HUD will allow the grantee to count this participation.  Obtain and file a copy of the counseling completion certificate received by the buyer.    If a homebuyer is unable to meet this requirement for good cause (such as the lack of a HUD-approved housing counseling agency in the grantee’s jurisdiction), then the grantee may submit a request for an exception to this requirement from the HUD Field Office.    If the pre-purchase counseling and education does not meet requirements, buyers will have to complete training delivered by a HUD-approved counselor.

3.2.2 Certificate of Completion
A counseling completion certificate should be required as part of the pre-approval of the household to proceed with home search and request for purchase approval.   The certificate is required for closing (Section 3.4).
3.3  Mortgage Pre-Qualification

Before approved buyers begin looking for a home to purchase, they should first be pre-qualified for a mortgage loan.   This takes the “guess work” out of deciding exactly “how much house” a prospective homeowner can afford.    Lenders sometimes call this preliminary paperwork a “pre-approval” and will issue a letter stating that a prospective homeowner has been conditionally approved up to a certain amount. 

As part of the NSP assistance pre-qualification, the NSP Administrator may specify a minimum mortgage amount that a prospective homeowner will need to obtain, based on a review of the buyer’s application and credit history.   

Also, the housing counselor will help a buyer to analyze how much he or she will likely be able to borrow using these factors before the buyer approaches a lender to apply for mortgage qualification or pre-qualification.

Some lenders who are providing mortgages locally include:

[Insert local lenders and contact number for lenders with which the program has a relationship.]
	Local Lenders
	Telephone
	Email

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	


Buyer should be encouraged to compare products and programs described by lenders.   Buyers meeting with lenders should be reminded to ask for information about down payment requirements, underwriting criteria, origination and discount points, interest rate lock-ins, and other fees associated with the mortgage application and processing.  Buyers should be reminded to arrive for appointments with lenders with a copy of their current pay stub, other income documentation, names and addresses of creditors, information about any court-ordered support payments and information about bank account balances, and other documentation as suggested by their counselor.   

3.4 NSP Eligibility Approval or Disapproval

Notify the buyers in writing of their eligibility or ineligibility to proceed using a standard form letter drafted by legal counsel.   The letter should indicate:

· An explanation of the NSP program in general terms and its benefits to buyers and the community.

· The NSP application approval criteria and waiting list policies, if applicable.

· The requirement for attending pre-purchase counseling (if approved) – attach list of approved counselors.

· Summary of the applicant’s household size and estimate of monthly income, with a statement that the determination is based on the information and certification provided by the applicant and must be verified prior to the Applicant being approved for NSP assistance.

· Income eligibility has been determined on a preliminary basis and based on income information and the certification of completeness and accuracy from the applicant.

· A good faith estimate of the amount (or range of amounts) and terms of NSP assistance that Applicant may qualify for, based on an analysis of Applicant’s financial and other data provided, including any terms of the assistance.  (See Section 5.3 for a discussion of NSP underwriting and how the final amount of assistance is determined.)

· The household must/should contact one or more local lenders (attach a list of participating lenders if available) for mortgage pre-qualification.

· The household can proceed with home search (attach a list of eligible neighborhoods and other property criteria.)    A good faith estimate should be provided of the general locations and price ranges of NSP Homes that may be available for Buyers to purchase, and a good faith estimate of required buyer downpayment and typical buyer-paid closing costs. 

· A general description of a NSP buyer’s obligations for repayment of subsidies, and resale controls on homes sold (if any).  

The approval should be conditional upon completion of remaining requirements, including signing a purchase agreement for a home meeting all NSP requirements (including required discount, environmental review and all other property requirements in Chapter 4), obtaining acceptable first mortgage financing (see Section 6.3), providing the required minimum down payment amount (see Section 6.4) and other conditions (see Section 6.5). 

The written notification will include the amount—or range of amounts—of NSP financial assistance that buyers qualify for and preliminary disclosures of the terms of that financial assistance.  

During the intake interview or subsequent face-to-face meeting, review these disclosures with the Applicant and be available to answer questions about them. No application can be approved unless disclosures have been made as required.   [Note: insert appropriate reference or delete if this form is not included in Exhibits]
4 Property Approval

4.1 NSP Eligible Properties

Eligible properties must meet the following criteria:  
Note:  this list includes many of the requirements that NSP grantees have imposed on their properties – some required and some optional.   Check only those that apply, or remove the rest from the list.

	 FORMCHECKBOX 

	NSP Target Area.  Must be located in a NSP Target Area.  

	 FORMCHECKBOX 

	 FORMCHECKBOX 
 
Foreclosed.   The property is at least 60 days delinquent on its mortgage and the owner has been notified; or the property owner is 90 days or more delinquent on tax payments; or under state or local law, foreclosure proceedings have been initiated or completed; or foreclosure proceedings have been completed and title has been transferred to an intermediary aggregator or servicer that is not a NSP grantee, subrecipient, developer, or end user.
[Add other eligible property types below if Eligible Use B or E properties permitted in the program.]

 FORMCHECKBOX 
  
Abandoned. A home or residential property is abandoned if either (a) mortgage, tribal leasehold, or tax payments are at least 90 days delinquent, or (b) a code enforcement inspection has determined that the property is not habitable and the owner has taken no corrective actions within 90 days of notification of the deficiencies, or (c) the property is subject to a court-ordered receivership or nuisance abatement related to abandonment pursuant to state, local or tribal law or otherwise meets a state definition of an abandoned home or residential property.

 FORMCHECKBOX 
  Vacant.  Unoccupied structures or vacant land that was once developed, except that infill properties do not have to have been previously developed.

	 FORMCHECKBOX 

	Single Family Property Type.  Must be one of the following (checked acceptable types only): 
 FORMCHECKBOX 
 Detached
 FORMCHECKBOX 
  Attached
 FORMCHECKBOX 
  Condominium
 FORMCHECKBOX 
  Cooperative
 FORMCHECKBOX 
  Manufactured home (on its own lot and affixed to permanent foundation)
 FORMCHECKBOX 
  Two-Family (owner & renter unit) – requires Grantee approval  

	 FORMCHECKBOX 

	Unoccupied.  Must be unoccupied and have no personal possessions on site.   On an exception basis and only with advance written permission from Grantee, occupied properties may be purchased provided that all relocation requirements described in Section 1.1 below are followed. 

	 FORMCHECKBOX 

	Environmental clearance.  Must have no substantial adverse environmental factors as determined by an environmental review.    See Section 4.4.  

	 FORMCHECKBOX 

	Suitable for homeownership.   Should be suitable for marketing and resale of homes to income-qualified homebuyers.  Factors to be considered are zoning, crime rates, schools, accessibility to services and employment, and other environmental conditions.  

	 FORMCHECKBOX 

	Clear title.  Must be able to be acquired with a valid deed free and clear of all encumbrances. Purchases with any other form of deed or with any lien, deed restriction, land lease or other encumbrance must be approved in advance by Grantee.  

	 FORMCHECKBOX 

	Purchase Discount.  If the property is foreclosed upon, as defined above, the purchase price must be at least 1% below the current market appraised value of the home or property as determined by a recent (within 60 days of final offer) appraisal.

	 FORMCHECKBOX 

	Housing Quality Standards.   The property must meet Housing Quality Standards, as defined by the HUD (or other applicable standard), inspected by the Grantee or agent.
 FORMCHECKBOX 
  If checked, a portion of the NSP funds can be used for repairs to the meet the standard.
 FORMCHECKBOX 
  Property must be inspected by a qualified home inspector.
 FORMCHECKBOX 
  Property must have a pest or termite inspection if more than ___ years old.
 FORMCHECKBOX 
  Property must have a visual assessment for deteriorated paint, if pre-1978.


Additional Requirements for Ownership with Rental Units 
[This section should be included if two-to-four family ownership is permitted.  Include any requirements with regard to:
· Assistance limits
· Compliance requirements for rental units
· Other requirements for such homebuyers.]
4.2 NSP Acquisition & Price Limits

The NSP statute requires foreclosed properties acquired under the Program to be acquired at a discount.  The discount must be at least one percent (1%) below the current appraised value of the property.   Appraisal requirements are addressed in Section 4.5.  

Note that properties that are not foreclosed, but are acquired under Use B as “abandoned” or Use E as “vacant” (if permitted), are not required to meet this discount standard.
If the property to be purchased by a buyer with NSP financing was originally acquired and rehabilitated or redeveloped by the grantee or one of its funded recipients with NSP funds, there is also a NSP sales price cap.   The NSP Program requires that, after a foreclosed property has been rehabilitated or redeveloped, the grantee or its housing partner must sell the property to an individual homebuyer at a sales price that the lesser of appraised value or the grantee (or partner’s) cost to acquire and develop the unit.   This sales price cap helps ensure that the price that an individual household pays for an abandoned or foreclosed unit after it has been rehabilitated or redeveloped is affordable and reasonable, given what the grantee (or housing partner) invested in the unit.    It prohibits the grantee (or its partner) from making a profit on the final sale of the property to the individual household.
4.3 Purchase Offers & Agreements

Any purchase offer made by a program participant must be contingent upon:

	 FORMCHECKBOX 

	Purchase price of foreclosed properties must be at least 1% below the appraised value as reflected in a current market appraisal within the last 60 days

	 FORMCHECKBOX 

	The property must be approved under federal environmental review regulations (see Section 4.4 below.)

	 FORMCHECKBOX 

	The property must be determined eligible for NSP financing by _____________.

	 FORMCHECKBOX 

	A satisfactory inspection of the property must be conducted by _____________________.

	 FORMCHECKBOX 

	[Other conditions, if any]  


A homebuyer may enter into a purchase contract for an existing 1 to 4 unit house before the grantee has completed the environmental review, provided that:

· The purchase contract includes the following language for a conditional contract: “Notwithstanding any other provision of this Contract, Purchaser shall have no obligation to purchase the Property, and no transfer of title to the Purchaser may occur, unless and until HUD has provided Purchaser and/or Seller with a written determination, on the basis of a federally required environmental review, that purchase of the property by Purchaser may proceed, subject to any other Contingencies in this Contract, or may proceed only if certain conditions to address issues in the environmental review shall be satisfied before or after the purchase of the property. HUD shall use its best efforts to conclude the environmental review of the property expeditiously.”

· No transfer of title to the purchaser or removal of the environmental conditions in the purchase contract occurs unless and until HUD determines, on the basis of the environmental review, that the transfer to the homebuyer should go forward, and the recipient has obtained approval from HUD; and

· Any deposit using NSP funds or other funds is refundable if the conditions are not met, or if nonrefundable, is nominal ($1000 or less).

Purchase offer contingency language should be developed and provided to pre-approved buyers.

4.4 Environmental Review

Activities to assist homebuyers to purchase existing dwelling units or dwelling units under construction (e.g., closing costs, down payment assistance, interest buy downs, and similar activities that result in the transfer of title) are considered categorically excluded from NEPA and not subject to 58.5 Authorities.   Such financing activities are subject only to 58.6, which limits the review to the items described below.   

The financing program was cleared under a Tier 1 review, which was the general clearance of the program obtained from HUD after award of the NSP grant, but a Tier 2 Site Specific Project Review is still required for each property.   

As buyers select properties and make offers, but before final purchase agreements are signed, the administrator should make the determination that: 

· The activity includes buyer financing only and meets the conditions for categorically excluded not subject to § 58.5 and provide HUD with the amount of NSP2 funds that will be used for each of these activities.
· The activity does not trigger any of the other requirements at 24 CFR 58.6, as applicable:

· If the property is within a 100 year flood plain (see FEMA Insurance Rate Map  http://www.msc.fema.gov/webapp/wcs/stores/servlet/FemaWelcomeView?storeId=10001&catalogId= 10001&langId=-1, the property must be insured under FEMA’s National Flood Insurance Program;  

· Evidence should show that the property is not in a Coastal Barrier Resources Area; and

· The buyer of the property was advised and signed a disclosure statement concerning the location of the property in a runway clear zone/clear zone.
These should be reflected in the Environmental Review Record for the property.   A sample format for documenting the activity and its compliance with 58.6 is provided as Exhibit 8.5.
If it complies with 58.6, the activity is not subject to the Request for Release of Funds.

If the property is to be rehabilitated as part of the overall project, additional environmental review requirements are likely to apply, including the 58.5 Authorities.

4.5 Appraisal

For any foreclosed property being financed under this program, a full URA compliant appraisal of as-is market value in order to determine if the contract price is at least 1% lower than appraisal.   The appraisal and discount requirement does not apply if a home is not foreclosed, but instead is qualified as either “abandoned” under Use B or “vacant” under Use E.

The grantee should obtain an appraisal before approving and closing a NSP loan.    HUD requirements are for a current independent appraisal to document that value and discount.   See the NSP Policy Alert at:  http://hudnsphelp.info/media/resources/NSPPolicyAlert_AppraisalGuidance_11.5.09.pdf.  

4.5.1 NSP Appraisal Requirements
If NSP funds are to be used to acquire a foreclosed upon home or residential property (other than through donation), the grantee must ensure that the purchase price includes a discount from the value established by an appraisal that meets the following requirements.
If a purchase offer is made and a sale agreement signed, the agreement must be contingent on a satisfactory appraisal within 60 days of a final offer documenting price to be at least 1% below fair market value.

If the property value is anticipated to be more than $25,000, a qualified appraisal must have been completed within 60 days of the offer made for the property.

The appraisal must meet the URA definition of an appraisal (see 49 CFR 24.2(a) (3) and the five following requirements (see 49 CFR 24.103(a) (2)) :
· An adequate description of the physical characteristics of the property being appraised (and, in the case of a partial acquisition, an adequate description of the remaining property), including items identified as personal property, a statement of the known and observed encumbrances, if any, title information, location, zoning, present use, an analysis of highest and best use, and at least a 5-year sales history of the property.

· All relevant and reliable approaches to value. If the appraiser uses more than one approach, there shall be an analysis and reconciliation of approaches to value used that is sufficient to support the appraiser's opinion of value.

· A description of comparable sales, including a description of all relevant physical, legal, and economic factors such as parties to the transaction, source and method of financing, and verification by a party involved in the transaction.

· A statement of the value of the real property to be acquired and, for a partial acquisition, a statement of the value of the damages and benefits, if any, to the remaining real property, where appropriate.

· The effective date of valuation, date of appraisal, signature, and certification of the appraiser.

Appraisers are required to disregard any decrease or increase in the fair market value of the real property caused by the project for which the property is to be acquired or by the likelihood that the property would be acquired for the project, other than that due to physical deterioration within the reasonable control of the owner.

If the owner of a real property improvement is permitted to retain it for removal from the project site, the amount to be offered for the interest in the real property to be acquired shall be not less than the difference between the amount determined to be just compensation for the owner's entire interest in the real property and the salvage value (defined at §24.2(a) (24)) of the retained improvement.

If the grantee determines that the anticipated value of the proposed acquisition is estimated at $25,000 or less and the acquisition is voluntary, the current market appraised value of the property may be established by a valuation of the property that is based on a review of available data and is made by a person qualified to make the valuation.

4.6 Property Inspections

For acquisition without rehabilitation, there are no specific NSP requirements for inspections or property standards (except the visual Lead-Based Paint (LBP) assessment for pre-1978 properties).   However, the following applies as a matter of program policy:

	 FORMCHECKBOX 

	Visual assessment for deteriorated (LBP) paint for pre-1978 property

	 FORMCHECKBOX 

	Local code or property standards inspection

	 FORMCHECKBOX 

	HOME inspection

	 FORMCHECKBOX 

	Pest inspection

	 FORMCHECKBOX 

	[Other conditions, if any]  


4.6.1 NSP Property Standards 

Grantees are required to have rehabilitation standards for rehabilitation of NSP properties addressing all applicable codes, and NSP2 and NSP3 further apply accessibility requirements and energy efficiency standards in rehabilitation and new construction.  There are no NSP property standards for existing properties that are not rehabilitation or redevelopment.   However, grantees and their partners must consider property conditions to ensure that ownership is sustainable for at least the affordability period. 
The property standards for existing properties not requiring rehabilitation are: 

· [Insert applicable property standards for acquisition from Action Plan amendment.]   

Properties that are newly constructed must meet HUD rehabilitation standards in addition to all applicable local codes.   Properties that are rehabilitated with NSP funds must meet certain property and/or rehabilitation standards.    Under NSP, any NSP-assisted rehabilitation must comply with applicable laws, codes, and other requirements relating to housing safety, quality, and habitability, in order to sell, rent, or redevelop such homes and properties.  
NSP strongly encourages incorporating into building rehabilitation those tactics that can reduce home energy and water consumption while significantly reducing utility costs.   As noted above, NSP2 and NSP3 impose energy efficiency standards for rehabilitation and new construction.
The property standards for existing properties requiring rehabilitation are:  

· [Insert applicable property standards for acquisition from Action Plan amendment.]   

4.6.2 Accessibility Modifications to Units

For homebuyer programs, 24 CFR 8.29 states that any for-sale housing developed with Federal funds must be made accessible upon the request of the prospective buyer if an expected occupant has a disability that requires accessibility features.   

If a prospective buyer requests modifications to make a unit accessible, the grantee must work with the buyer to provide the specific features that meet the particular need(s) of the buyer.   If the design features are covered in the accessibility standard (UFAS, described below), those features should comply with the standard, unless otherwise requested by the buyer.

Under the policy of reasonable accommodations and reasonable modifications, the grantee may determine if such accessibility modifications can be made by the program or at the additional expense of the buyer.    Physical modifications needed to accommodate a buyer with accessibility needs are eligible to be paid with NSP funds.

4.7 Federal Acquisition and Relocation Requirements

Most of the home purchases are expected to qualify as voluntary acquisitions under the applicable regulations of 49 CFR 24.101(b), and will follow Section 4.7.1 below.   However, where tenants are in occupancy, the procedures in 4.7.2 apply. 

4.7.1 URA Acquisition Requirements – Vacant or Owner-Occupied Property

The program must ensure that the owner is informed in writing of what the grantee believes to be the market value of the property, and that acquisition will not proceed if negotiations fail to result in a an amicable agreement (see 49 CFR 24.101(b)(1) & (b)(2)).  

As part of the closing procedures, the seller will receive a Notice of Voluntary Acquisition and be asked to sign and acknowledge the notice prior to closing.   A copy of the signed notice should be included in the final file documentation.   A sample of this notice is included as Exhibit 8.8.  

The file should include documentation that the property is vacant and has no personal possessions onsite.   Documentation should include a signed and dated inspection report, photos, and notes from interviews with neighbors (if available) indicating the approximate last date of occupancy.   If information from neighbors is not available, documentation should include data from a utility company or the Post Office indicating the date of terminating service.  

The seller must complete a form stating that the property meets all requirements of the URA.  See Section IV regarding relocation requirements and protections for tenants in occupied properties.
4.7.2 Acquisition Requirements – Tenant Occupied Property

A buyer may acquire an occupied property only with the advance permission of Grantee.  In such events, the grantee must conduct a survey of occupant(s), create a relocation plan, provide a relocation notice and—if the occupant is qualified—give financial assistance in accordance with URA and HUD rules. 

Note: The time and costs involved in relocation can be significant and thus purchasing occupied properties with NSP funds is strongly discouraged.   We recommend that Grantees review HUD’s Planning and Budgeting Relocation Costs publication if considering this. It is available at: http://www.hud.gov/offices/cpd/library/relocation/publications/1045.pdf.
If an occupied property is pursued with Grantee’s written approval, send occupants who may be displaced a “General Informational Notice” (GIN) as required by the Uniform Relocation Act (URA).   A GIN informs such persons that, in the event they are displaced by this project, they may be eligible for relocation assistance and payments under the URA (and/or in some cases section 104(d) relocation assistance).   GINs should be provided to property occupants early in the property acquisition process and prior to making an offer.    

All NSP assisted properties must comply with federal Recovery Act protections for bona-fide tenants of residential properties foreclosed upon on or after February 17, 2009.   These requirements directly affect initial successors in interest (ISII) who take title to the property through foreclosure (including lenders and others who purchase property at foreclosure sales).   If Developer or Grantee knows that the ISII did not comply with the NSP tenant protections and vacated the property contrary to Recovery Act requirements, abandon the transaction or find an alternative source of funds.  NSP funds cannot be used for such properties.   Refer to the NSP Policy Alert located at http://hudnsphelp.info/media/resources/NSPPolicyAlert_TenantProtections_8-12-10.pdf for additional guidance.

5 NSP Financing Approval

NSP financing to homebuyers can be provided to eligible homebuyers under several of the Uses, including Uses B and E.   This manual focuses only on buyer financing as a standalone activity, without rehabilitation or redevelopment.   There are manuals and materials in other NSP Toolkits which cover the redevelopment or rehabilitation of homes under Uses B and E.   This manual provides section headings and options for a grantee to add provisions for rehabilitation or redevelopment, if such things are permitted in the grantee’s program, but the grantee is encouraged to consult the other toolkits for the contents of such sections.    

5.1 Types of Buyer Assistance Available

The type(s) of buyer purchase assistance the program will provide are [include only those used in your program]: 

· Down payment and closing cost assistance; 
· 2nd mortgage financing; and/or

· Other methods [include only if other methods are used in your program]
5.1.1 Down Payment and Closing Cost Assistance   
 [Include only if available in your program]  

LMMI households that are able to afford the monthly cost of homeownership (i.e., mortgage and insurance) are not always able to come up with sufficient funds for the lender’s required down payment and/or the various up-front fees and charges (including broker fees and commissions as well as loan points) that are collectively known as “closing costs.”  

NSP down payment assistance is capped at 50 percent of the down payment required by the private lender.   Closing cost assistance and other financial assistance is not capped.  
NSP funds may be used to pay up-front either all or a portion of the mortgage insurance premiums (such as private mortgage insurance, or PMI) for the first year, since PMI is typically required of all homebuyers who put less than 20 percent down.   Note that subsequent payments of this premium beyond the first year are not permitted under NSP.  

Down payment and closing cost assistance can be done under Eligible Use B (Purchase and Rehabilitation of Homes and Residential Properties for abandoned or foreclosed homes) and Eligible Use E (Redevelopment of Vacant or Demolished Properties.)

NSP can be used to assist individual development accounts (IDAs), dedicated savings accounts that provide start-up funds to assist income-eligible residents to purchase a home.    However, IDAs are intended to be an intermediate term approach to saving for homeownership.    Given the stringent use and expenditure deadlines of NSP (18 months and four years, respectively), IDAs may not be the best match with NSP.   However, it could be an effective use of NSP program income earned over time.     
5.1.2 2nd Mortgage Financing 
[Include only if available in your program]  

There is a wide range of direct and indirect forms of financing to homebuyers enabling homebuyers to purchase homes.    These financing strategies including forms of down payment and closing cost assistance are described in the table below.    The grantee can act as a lender directly by providing a first (or second mortgage) [or deed of trust].  

These mortgages can be used for the purchase and redevelopment of foreclosed homes for LMMI homebuyers under Eligible Use B and E. 
5.2 Underwriting NSP Assistance

5.2.1 Review of Cost Reasonableness

Every home purchase assisted with NSP must have an eligible buyer and property, but the “due diligence” does not end with eligibility.   NSP assistance also needs to be “underwritten” to ensure that the assistance meets OMB cost principles, especially “reasonable and necessary,” and that it is appropriate to achieve and sustain the affordability for the “longest feasible term.”   This requires evaluation of all costs and the assistance amount for reasonableness and the sustainability of homeownership.

The following underwriting checklist (also included as Exhibit 8.7) will be used for review of each loan before final approval.
	Cost Reasonableness Review

	Purchase price is reasonable:

· The purchase price must be supported by NSP-required appraisal for foreclosed properties, or

· The lender appraisal supports the purchase price; or

· Internal comparables analysis supports the purchase price 
	

	Rehab or repair costs (if applicable)are reasonable:

· The costs have been reviewed and independently estimated; or 
· The work has been competitively procured.
	

	Other purchase costs have been reviewed and determined reasonable, including:

· Lender fees and closing costs are reasonable.
	


5.2.2 Amount of NSP Assistance

The amount of NSP assistance that will be offered to each eligible household will be based on the following criteria [note all that apply and provide details on how the assistance amount will be determined for each family]:

	 FORMCHECKBOX 

	Fixed amount of downpayment and/or closing cost assistance per household (list amount $_____) subject to NSP 50% downpayment assistance limit

	 FORMCHECKBOX 

	Variable amount of downpayment, closing cost or second mortgage assistance based on household income (define levels)

	 FORMCHECKBOX 

	Variable amount of downpayment, closing cost or second mortgage assistance based on percentage of home purchase price (______%)

	 FORMCHECKBOX 

	Variable amount of downpayment, closing cost or second mortgage assistance based on underwritten gap between approved mortgage and purchase price

	 FORMCHECKBOX 

	[Other conditions, if any]  


The administrator must review the amount of assistance to determine if it is reasonable, using the following checklist:

	NSP Assistance Reasonableness Review

	Affordability – The household will be able to afford ownership
· The first mortgage amount is reasonable under current lending standards (i.e., the effective front end ratio is not too low or too high; 
· The NSP assistance amount is adequate to make homeownership affordable but is not excessive subsidy; and

· The buyer downpayment and buyer-paid closing costs are reasonable in relation to buyer funds.
	

	Sustainability – The household will be able to maintain homeownership over the NSP affordability period, including:

· The mortgage is fixed rate and long term;

· Projected taxes and insurance are reasonable;

· Projected utilities costs are reasonable; and

· The property contains no physical conditions that can be expected to cause unusual maintenance expenses in the five years.
	


5.2.3 Terms of NSP Assistance 

Based on the local program design, the following terms apply to the NSP assistance:

	 FORMCHECKBOX 

	Interest rate:
 FORMCHECKBOX 
  Loan rate is ____%
 FORMCHECKBOX 
  Principal only, no interest.
 FORMCHECKBOX 
  Other (e.g., graduated payment) ____________________________

	 FORMCHECKBOX 

	Subordinate position:   May be subordinated to mortgages that meet the terms in Section 6.3.  

	 FORMCHECKBOX 

	Repayment terms: 
 FORMCHECKBOX 
  Amortizing by monthly payment
 FORMCHECKBOX 
  Deferred, due on sale 
 FORMCHECKBOX 
  Deferred, due on sale, forgivable after affordability period
 FORMCHECKBOX 
  Deferred, due on sale, forgivable on a pre-determined schedule
 FORMCHECKBOX 
  Due on non-compliance with residency requirement
 FORMCHECKBOX 
  Other ___________________________.


5.3 Affordability Requirements

5.3.1 Affordability Period

HUD requires Neighborhood Stabilization Program (NSP) funding to be expended on activities where continued affordability is ensured.    The “affordability period” is the period of time that the unit is required to remain in owner-occupancy by eligible buyers.   The affordability is based on the amount of NSP assistance that was provided to the Buyer.   [If other standards were adopted in the NSP substantial amendment, insert the alternate affordability period(s) in the chart below.]
Duration of the Affordability Period for Homebuyer Projects
	Total NSP Assistance Per Unit (resale) or                         Direct NSP Assistance to the Buyer (recapture)
	Minimum  Affordability Period

	Under $15,000
	5 years

	$15,000-$40,000
	10 years

	Over $40,000
	15 years


The total amount of NSP assistance that enabled the Buyer to purchase the unit includes:

· Any NSP down payment and closing cost assistance;

· Direct assistance to the homebuyer toward the purchase price of the home; and

· The difference between the fair market value of the property and the sales price, when the property is sold below market value due to NSP development assistance.
During this period, Buyers are required to remain in occupancy.   If the Buyer sells during this period, or fails to comply with the occupancy requirement, the Buyer will need to follow the steps described below.   

[Include below only the resale or recapture option you have chosen for the homebuyer programs, and remove the description of options not chosen.] 

This program is using the following requirement:

	 FORMCHECKBOX 

	Resale restrictions that limit the sale of the property to other eligible buyers at an affordable price [remove 5.3.2 below and amend 5.3.3 as needed]

	 FORMCHECKBOX 

	Recapture restrictions that require some or all of the NSP assistance to be repaid [amend 5.3.2 below as needed and remove 5.3.3]


5.3.2 Recapture 
[Remove if resale method was chosen]  

A note and mortgage [or deed of trust] will be recorded at the time of purchase reflecting the amount of NSP assistance provided to help purchase and improve the property.  If the Buyer voluntarily sells or involuntarily transfers the unit through a foreclosure during the affordability period, the Buyer will have to pay all or a portion of the direct NSP assistance in the event.   

The amount required to repay will be:   [select one if applicable, or remove]
	 FORMCHECKBOX 

	The full amount of the original note and mortgage [or deed of trust]

	 FORMCHECKBOX 

	A declining balance based upon the proportion of years of the affordability period completed (for instance, one-fifth of the amount of NSP assistance is forgiven at the end of each year of occupancy in a five-year affordability period) 


The Buyer will have to repay only out of the net proceeds from the sale.   Net proceeds are the sales price minus loan repayment owed (other than NSP funds) and any closing costs.   [If using the return of owner’s investment first option, add the following sentence:  The owner’s investment (including buyer’s down payment and any mortgage principle amortized) are also removed from net proceed.]
 [If shared net proceeds option is chosen, include the following:   The net proceeds will be split proportionally between you and the program on the following formulas:  
· NSP investment/NSP investment plus owner investment X net proceeds = NSP amount to be recaptured.

· Homeowner investment/NSP investment plus owner investment X net proceeds = Amount to homeowner.]
· If there are not enough net proceeds upon resale to repay the entire amount of the NSP subsidy that is subject to recapture, the homebuyer is not required to pay any such amount not available from the sale out of pocket.  

· Please note that this does not limit the buyer’s ability to sell the home. The buyer may sell the NSP-assisted property at any time to any other buyer, at any price the market will bear.   It only requires that the buyer repay some or all of the NSP assistance, depending on the net proceeds of the sale.   

· Also note that the failure to comply with occupancy requirement or other program requirements could require the buyer to repay the full amount of assistance, regardless of the limitations noted above.

Once the sale has occurred, and any NSP funds have been recaptured, the long-term affordability period terminates and the NSP requirements no longer apply to the property.  Thereafter, the home can be sold to any homebuyer, regardless of income.

5.3.3 Resale 

[Remove if recapture method was chosen]  

The resale restriction ensures that the NSP-assisted unit remains affordable over the entire period of affordability, even in the event of a subsequent sale or transfer of property (e.g., foreclosure).   This option is often preferred by grantees in high cost or rapidly appreciating housing markets.   Using this option, the grantee may either require the homeowner to sell the home to another eligible low-income homebuyer or establish a “presumption of affordability” in neighborhoods where it is likely that the homes will remain affordable to low-income buyers.    

[Please note:  the resale option must be used when: 
· NSP assistance is provided only as a development subsidy and there is no direct NSP assistance to the homebuyer, which is unlikely to occur under a homebuyer financing program, or 
· The assistance to the buyer is in the form of a grant only and therefore there is no amount subject to recapture.  (Note the grantee can provide the assistance as a forgivable loan that does not require repayment.  A forgivable loan functions like a grant, but enables the grantee to recapture NSP funds if the property is transferred during the affordability period.)
These are unlikely to occur under a homebuyer financing program.]
If the resale option is used, a deed covenant or restriction running with the title to the land must be record to establish the affordability requirement.

If the original buyer sells the assisted property during the affordability period, then the following rules apply:

· The new subsequent purchaser must be LMMI (at whatever level initially approved) and must occupy the property as the family’s principal residence.   
· The sales price must be affordable to a reasonable range of low-income homebuyers, as defined by the grantee.  Many grantees choose to establish the maximum sales price by calculating the maximum principal, interest, taxes, and insurance (PITI) that could be paid by a reasonable range of low-income households without exceeding 30 percent of gross income, a widely used standard of housing affordability.
· The original homebuyer, now the home seller, must receive a fair return on his or her investment, as defined by the grantee.  The grantee should identify its method for determining a fair return in the written resale documents that apply to the property. The homeowner’s investment includes any down payment, loan principal payments, and capital improvements financed by the homeowner.  At the same time, grantees must balance the tension between ensuring a fair return for the homebuyer as well as an affordable resale price to a future buyer.  

Once an affordable price that offers a fair return to the seller is established, a grantee may choose to require the repayment of all or a portion of the NSP loan upon resale according to the terms of the mortgage note.  This is most likely to occur in housing markets where prices are appreciating. 
When using a resale restriction, execute and record a deed restriction, covenant running with the land, or similar legal mechanism approved by HUD (unless affordability is secured through a presumption of affordability).  Such a restriction on the land ensures that the NSP requirements are passed on to any subsequent owners, in the event the property is transferred during the affordability period.

In addition, execute a written agreement that conveys the NSP requirements and specifies the grantee’s right to enforce the terms of the resale restriction and the grantee must execute a written agreement with each homebuyer to establish the grantee’s legal right to enforce the restrictions.  This agreement must clearly state the homebuyer’s obligations to occupy the unit as its principal residence and to meet the specific terms of the resale restriction.   

Upon foreclosure of a property with a resale restriction, when affordability restrictions are suspended in order to clear title to a property, the grantee is still held responsible for ensuring that the property is transferred to another income-eligible buyer, or the grantee must repay the NSP funds.   Because the resale provision may require that the homebuyer repay their entire NSP funding award, grantees are encouraged to hold special counseling sessions to explain the resale calculation and ensure that homebuyers understand what they are signing in exchange for assistance.  

6 Final Approval & Closing

6.1 Buyer Documentation

Upon successful completion of a counseling and education program, Buyers will receive a certificate of completion.   No buyers will be allowed to close on the purchase of a NSP home unless the completion of counseling and education has been verified by Grantee and a copy filed in Grantee’s records.  

6.2 Legal Documents

For any buyer approved for NSP purchase assistance, the buyer should receive a loan commitment in the form developed by the grantee and its legal counsel.   Then, at closing the note and mortgage (or deed of trust) below should be used.

6.2.1 Loan Commitment

A NSP loan commitment is issued to:

· Document the terms of the funding, including ongoing affordability;

· Assist the buyer to obtain mortgage funding (and document the conditions of funding for the mortgage underwriter); and

· Identify any additional commitments that the buyer needs to meet to receive the funds.

If an Applicant has not met all of the requirements for purchase, the commitment letter should be conditional upon meeting such requirements.  The commitment letter will also be conditional upon no substantial changes occurring in the NSP Buyer’s employment or financial status at the time of closing.   The commitment letter should also indicate the time deadline for the buyer to complete their responsibilities and achieve closing.   This is necessary to ensure that unused obligations are not tied up as the NSP expenditure deadlines approach.   

[Grantee should develop a loan commitment form with counsel.  A sample commitment form is attached as Exhibit 8.6 of this manual.]
6.2.2 Note/Mortgage (or Deed of Trust)

The legal documents to secure the NSP investment and record the legal obligations of the buyer, including the resale or recapture obligations, are attached as Exhibit 8.9.   As the closing approaches, this will need to be prepared and transmitted to the closing attorney, escrow agent or other person in charge of the closing.
[Attach form of the note and mortgage (or deed of trust) in Exhibit 8.9 of this manual]
6.3 First Mortgage Qualification

NSP funds are intended to fund a portion of the home purchase, in most cases the difference between the price of the property and what the buyer can afford (as determined by the lender and approved by the NSP administrator as described in Section 5.3).   The terms of the first mortgage, therefore, are critical to determining the amount of assistance, and standards for first mortgages must be imposed for the program.

The NSP Program requires that the homebuyers obtain a mortgage loan from a lender who agrees to comply with the bank regulators’ guidance for non-traditional mortgages (see the Statement on Subprime Mortgage Lending issued by the Office of the Comptroller of the Currency, Board of Governors of the Federal Reserve System, Federal Deposit Insurance Corporation, Department of the Treasury, and National Credit Union Administration.  This statement is available at http://www.fdic.gtov/regulations/laws/rules/5000-5160.html).

The following requirements apply to the first mortgage [check those that are applicable, and remove those that are not a program standard]:

	 FORMCHECKBOX 

	Fixed Rate

	 FORMCHECKBOX 

	If adjustable rate mortgages are permitted:
 FORMCHECKBOX 
  Fixed rate for first ___ years
 FORMCHECKBOX 
  Rate adjustment no more than __ points per year
 FORMCHECKBOX 
  Rate adjustments no more than ___ points over the life of the loan
 FORMCHECKBOX 
  Initial rate must be below prevailing rate for a conforming 30-year fixed rate mortgage per the Freddie Mac Primary Mortgage Survey

	 FORMCHECKBOX 

	Points, origination fees, broker fees cannot exceed ____%

	 FORMCHECKBOX 

	Interest rate cannot exceed ____

	 FORMCHECKBOX 

	30 year amortization period; no balloons

	 FORMCHECKBOX 

	No interest only, negative amortizing or option payment loans

	 FORMCHECKBOX 

	No stated income, no doc or low doc loans

	 FORMCHECKBOX 

	Closing costs cannot exceed _____ (excluding prepaids and interest points)

	 FORMCHECKBOX 

	No yield spread premiums, or broker/origination fees in excess of _____

	 FORMCHECKBOX 

	No prepayment penalties

	 FORMCHECKBOX 

	Mortgage insurance – if required by the lender

	 FORMCHECKBOX 

	Front ratio not exceeding  ____ %

	 FORMCHECKBOX 

	Front end ratio (% of income for housing cost – PITI) not below  ____ %

	 FORMCHECKBOX 

	Back end ratio (% of income for housing cost plus other debt) not exceeding  ____ %

	 FORMCHECKBOX 

	LTV cannot exceed  ____%; LTV must be at least ___%

	 FORMCHECKBOX 

	[Other conditions, if any]  


6.4 Downpayment and Buyer Cash

NSP rules do not require a buyer downpayment, but limit NSP buyer downpayment assistance to 50% of the downpayment amount.   Downpayments are important in reducing the amount of debt on the property and for ensuring the buyer has something at risk in the transaction.   For these reasons, a downpayment is considered a program requirement.   

The following standards apply (if checked):

	 FORMCHECKBOX 

	Buyer funds for down payment shall be no less than $______.

	 FORMCHECKBOX 

	Buyer funds for down payment shall be no less than ____% of the required downpayment.

	 FORMCHECKBOX 

	Buyer funds available for closing costs shall be no less than $_______.

	 FORMCHECKBOX 

	[Other conditions, if any]  


6.5 Other Buyer Requirements

In addition to income eligibility and the counseling requirement, buyers must meet the following criteria (if checked):

	 FORMCHECKBOX 

	Legal residency.  The homebuyer must be a legal resident of the US to receive federal housing assistance including NSP.

	 FORMCHECKBOX 

	Principal Residence.  Buyer must occupy the property at his/her principal residence for the affordability period

	 FORMCHECKBOX 

	First time homebuyer (if applicable to local program)

	 FORMCHECKBOX 

	Buyer funds available for closing costs shall be no less than $_______.

	 FORMCHECKBOX 

	[Other conditions, if any]  


6.6 Closing

The following procedures will be followed for closings on properties acquired under this program [document the procedures to follow in preparing for closing, such as]: 

· Obtain a title policy binder for the property.

· Prepare the legal documents for the closing (e.g., note and mortgage).    Complete legal review and approval of the closing documents. 

· Prepare an Acquisition Draw Request, and submit it through DRGR at least ___ days prior to closing.  [Note: insert number of days, reflecting internal processing and three to four days to process with HUD.   The Grantee should make best efforts to expend the NSP funds within three days of receipt but in no case more than 10 days. Therefore, the number of days in advance of closing is based on Grantee’s internal processing time, plus an estimated four days to process and receive the NSP funds, then spending the funds at the closing within three additional days.]
Transmit the legal documents, funds and closing instructions to the escrow agent, title company or closing attorney.   Be sure instructions require grantee to be named as an additional insured on insurance.

When the closing is completed, assure that documents are recorded and received.     

7 Recordkeeping & Post Purchase Monitoring

[This section has been reserved for any local procedures for recordkeeping, monitoring and enforcing the condition of loans, and the handling of resales by assisted buyers (based on resale or recapture restrictions.] Grantees should incorporate any policies and procedures that pertain to the oversight of the program portfolio after closing.
7.1 Recordkeeping

A project file checklist is included as Exhibit 8.10.  All documents pertaining to the buyer shall be retained in the file to document compliance with all requirements.   These files are subject to privacy requirements as noted in Section 2.5.3, but must be available for HUD inspection.
Buyer files should be maintained for a period of 5 years after closing, except that notes, mortgages (deeds of trust) and other legal documents enforcing the long-term provisions shall be maintained for five years after the termination of the affordability period.
7.2 Post-Purchase Counseling

Post-purchase counseling and support to homebuyers is not a program requirement, but is an important service that should be provided where possible and is an eligible expense.
[Insert any requirements regarding post-purchase counseling.]
7.3 Loan Monitoring and Enforcement

Annually, the grantee will verify continued occupancy by one of the following methods:

	 FORMCHECKBOX 

	Returned certification signed by buyer 

	 FORMCHECKBOX 

	“Do Not Forward” letter sent to owner

	 FORMCHECKBOX 

	Annual certificate of homeowner insurance

	 FORMCHECKBOX 

	[Other conditions, if any]  


In the event that an owner does not continue to occupy the unit as their principal residence, or is otherwise in non-compliance, the following procedures will apply:

[Insert steps to notify owner of violation and require compliance, and any follow-up steps to enforce, including calling the note or exercising repurchase rights.]
In addition, the Grantee shall be named as a beneficiary on hazard insurance policies and shall receive an annual certificate of insurance and be notified of modifications or cancellations of insurance coverage.

Insert any additional grantee procedures regarding loan monitoring, including:

[Lender notifications of delinquency;
Tax record search of notice of tax delinquency;
Municipal water bill delinquency;
Other contacts with owners.]
7.4 Resale Procedures
Procedures at time of resale depend upon whether the property is covered by resale or recapture requirements as described in Section 5.2.3.   
7.4.1 Resale Method

Specific procedures for the handling of resales subject to resale restrictions should be inserted here, including:
· How notices of intent to sell are received and reviewed internally;
· How a determination is made of the appropriate recapture amount (if applicable),  the resale price is determined, and the eligible buyer approved;
· How lien releases are processed and provided to the closing; 
· How the project file is closed out; and
· Who or what department is responsible for these tasks.
7.4.2 Recapture Method

Specific procedures for the handling of resales subject to recapture should be inserted here, including:
· How settlement requests are received and reviewed internally;
· How a determination is made of the appropriate recapture amount;
· How lien releases are processed and provided to the closing; 
· How the project file is closed out; and
· Who or what department is responsible for these tasks.
8 Program Forms and Exhibits

This is a suggested list of program forms.   In most cases, sample formats have been included that you may adapt or compare to forms already in use for completeness.   In the case of legal documents – buyer loan agreements and resale/recapture recordable documents – these should be developed with legal counsel to meet the specifics of your program and state and local law governing such documents/  
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8.2 Application for NSP Assistance

8.3 Certification of Household Income

	Household Eligible Income  (Part 5 Annual Income Definition)
	

	1. Name: 
	
	
	2. Identification: 
	

	ASSETS
	
	
	
	
	

	Household Member 
	Asset Description
	Current Cash Value of Assets
	

	
	
	
	
	
	

	
	
	
	
	
	

	3. Net Cash Value of Assets…………………………….
	
	

	4. Total Actual Income from Assets........................................................

	5. If line 3 is greater than $5,000, enter Passbook Rate %; otherwise, leave blank
	0.00%
	

	ANTICIPATED ANNUAL INCOME
	
	
	

	Household Member
	
	b. Benefits/ Pensions
	c. Public Assistance
	d. Other Income

	The greater of lines 4 or 5 from above should be in cell below:

	
	
	
	
	
	

	
	
	
	
	
	

	6. Totals
	
	$0
	$0
	$0
	$0

	7. Total of items from 6a. through 6e is Annual Income…………….

	X____________________________________
	
	

	Applicant Signature
	
	
	Date
	
	

	-----------------------------------------------------------------------------------------------------------------------------

	For Office Use Only
	
	
	
	
	

	Household Income:________________
	
	
	

	Income Level_____________________
	
	
	

	Signature of Certifying Staff
	
	
	
	
	


8.4 Links to Sample Verification Forms

· Verification of Alimony and Separation - PDF - Word
This form gives authorization for the HOME PJ to verify alimony and separation payments made to all members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 

· Verification of Assets on Deposit - PDF - Word
This form gives authorization for the HOME PJ to verify assets on deposit for all members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 

· Verification of Child Support Payments - PDF - Word
This form gives authorization for the HOME PJ to verify child support payments made to all members of the household applying for participation in the HOME Program on all or none. For more information about the use of this form, click here to learn about verifying income. 
· Verification of Employment - PDF - Word
This form gives authorization for the HOME PJ to verify employment income of all the members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 

· Verification of Income from Military - PDF - Word
This form gives authorization for the HOME PJ to verify military service income of all the members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 
· Verification of Income from Business - PDF - Word
This form gives authorization for the HOME PJ to verify business income of all the members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 

· Verification of Pensions and Annuities - PDF - Word
This form gives authorization for the HOME PJ to verify pension and annuity income of all the members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 
· Verification of Public Assistance Program - PDF - Word
This form gives authorization for the HOME PJ to verify public assistance income for all the members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 

· Verification of Recurring Cash Contributions - PDF - Word 

This form gives authorization for the HOME PJ to verify recurring cash contributions made to all members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 
· Verification of Social Security Benefits - PDF - Word
This form gives authorization for the HOME PJ to verify Social Security benefit income for all the members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 

· Verification of Unemployment Benefits - PDF - Word 

This form gives authorization for the HOME PJ to verify information about unemployment benefits income for all members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 
· Verification of Veterans Administrative Benefits - PDF - Word 

This form gives authorization for the HOME PJ to verify Veterans Administrative Benefits income for all the members of the household applying for participation in the HOME Program. For more information about the use of this form, click here to learn about verifying income. 

	8.5 Sample Financing Activity Environmental Review Format

	Sample Format for Environmental Review for Activities Categorically Excluded and NOT Subject to §58.6

Activity Description and Finding
Applicant Name and Property Address:__________________________________________________ 
This homebuyer financing activity is categorically excluded from NEPA and not subject to the related laws and authorities at §58.5, and it qualifies for federal assistance in compliance with §58.6 as noted below. 

FLOOD INSURANCE/FLOOD DISASTER PROTECTION ACT 
1. Does the project involve the acquisition or rehabilitation of structures, buildings or mobile homes? 

( )  No; flood insurance is not required.   Stop; compliance is established. 

( )  Yes; proceed. 

2. Is the structure or part of the structure located in a FEMA designated Special Flood Hazard Area? 

( )
No. Source Document (FEMA/FIRM floodplain zone designation, panel number, date): __________________________________________________(Stop; compliance is established). 

( ) 
Yes. Source Document (FEMA/FIRM floodplain zone designation, panel number, date): ___________________________________________________________________(Proceed). 

3. Is the community participating in the National Insurance Program (or has less than one year passed since FEMA notification of Special Flood Hazards)? 

( )  Yes -Flood Insurance under the National Flood Insurance Program must be obtained and maintained for the economic life of the activity to cover the total activity cost. A copy of the flood insurance policy declaration must be kept in the Environmental Review Record. 

( ) 
No, HUD assistance may not be provided for this property in the Special Flood Hazards Area. 
COASTAL BARRIER RESOURCES ACT 
Is the project located in a coastal barrier resource area? 

( ) 
No; cite Source Documentation (activity description and/or map or letter). 

( ) Yes; Federal assistance cannot be used in such an area. 

AIRPORT RUNWAY CLEAR ZONES AND CLEAR ZONE DISCLOSURES 
Does this proposal involve the sale or acquisition of existing property within a Civil Airport’s Runway Clear Zone, Approach Protection Zone, or a Military Installation’s Clear Zone? 

( ) 
No; cite source documentation (activity description and/or map). 

( ) 
Yes; cite source documentation (map). Disclosure statement must be provided to buyer and contained in project’s environmental review file. 

Name and Title of Preparer of Environmental Finding:_______________________________

Signature of Preparer:________________________________   Date:___________________  


8.6 Sample NSP Loan Commitment Letter
Date

Name

Congratulations.   Your loan application for NSP assistance to purchase has been approved subject to the terms and conditions included in this commitment letter.    You have been approved for:

_____
Downpayment and Closing Cost assistance; and/or


_____
Purchase second mortgage assistance.
NSP Loan Terms


LOAN TYPE:


LOAN AMOUNT:


LOAN TERM (MONTHS):

INTEREST RATE:
[If the loan is amortizing, insert payment requirements]  Your monthly payment will consist of principal and interest in the approximately amount of $

 and escrow payments.   Your payment is due on the first day each month without exception.  A late payment service charge of 

% will be charge on payments received after the end of 15 calendar days after the payment is due.  Your interest rate lock-in expiration date is 

.  If you cannot close and fund prior to this date for any reason, you will be required to re-price your loan.  Your commitment expiration date is 

.  If you cannot close and fund prior to this date, you may be required to provide additional documentation and your loan will be resubmitted for credit approval.

Closing Requirements

Before you can close, you must meet the following requirements:

· Homebuyer counseling – If you have not already done so as part of the approval process, you must complete at least 8 hours of homebuyer counseling from one of the program-approved housing counselors.   A list of approved counselors is attached to this letter.

· Property approval – The home you purchase must be approved by the Jurisdiction as eligible for NSP funding – including location, eligible status of property and condition – as described below:
· [Insert a list of all first property requirements from program guide or Chapter 4 of this guide]

· First mortgage approval – If applicable, you must secure a first mortgage that can be approved following the requirements in the program guide.   Acceptable first mortgages must meet the following standards:
· [Insert a list of all first mortgage requirements from program guide or Section 6.3 of this guide]

· Downpayment and Closing Costs – You must provide evidence that you have the following amounts prior to closing:

· [Insert requirements for buyer downpayment, closing costs and post-closing cash as described in the program guide or Section 6.4 of this guide.]
· Acquisition notice – You must sign the Acquisition Notice to the Seller provided by the Jurisdiction.
· Insurance – You must arrange for property hazard insurance as required by the program and your lenders, and, if applicable, flood hazard insurance.  
You may be required to provide additional documentation as a condition of the closing.  If the documentation you provide does not satisfy the terms and conditions, your final approval and NSP assistance is not guaranteed and may require additional review.  
Additional advice on preparing for the closing is provided in the Buyer’s Guide which was provided to you by this Program.
Requirements during the Term of the Loan

After you close, the program documents will require you to maintain the property and meet program requirements as outlined below.   Further details are in the Buyer’s Guide and other program materials provided to you, and will be contained in the legal documents that you execute at closing.
· Affordability Period – The Affordability Period is ___ years from closing and taking possession of the property.   During that Period, you will be expected to meet all of the requirements of this section.

· Occupancy – You are expected to occupy this property as your principal residence during the Affordability Period.  Failure to occupy the property without the consent of the Jurisdiction will be considered an Event of Default under the loan documents.

· Maintenance of Property – You are expected to:

· Make all required mortgage payments;

· Maintain the property and meet all required codes and standards that apply;

· Maintain homeowner’s insurance with the funder named as mortgagee or loss payee;

· Pay all required property tax payments due; and

· Protect the property from other encumbrances.

· Resale – In the event you sell or convey the property (voluntarily or involuntarily through foreclosure or deed in lieu of foreclosure), you are subject to the following requirements:

· [Inserts explanation of the resale or recapture provisions that will apply.]
This commitment is also subject to reconsideration if there is any material change in your financial status, in the information provided in your application or the condition of the property.

If you accept the terms outlined in this commitment letter, please sign below and return the form to ___________ (name & address) by _____________(date).    

Sincerely,

Accepted: ________________________________


      Borrower

8.7 Buyer Assistance Underwriting Checklist

	Buyer Assistance Underwriting Checklist
	

	Cost reasonableness
	

	Purchase price is reasonable:

· The purchase price must be supported by NSP-required appraisal for foreclosed properties, or

· The lender appraisal supports the purchase price; or

· Internal comparables analysis supports the purchase price 
	

	Rehab or repair costs (if applicable)are reasonable:

· The costs have been reviewed and independently estimated; or 
· The work has been competitively procured.
	

	Other purchase costs have been reviewed and determined reasonable, including:

· Lender fees and closing costs are reasonable.
	

	Assistance reasonableness
	

	Affordability – The household will be able to afford ownership
· The first mortgage amount is reasonable under current lending standards (i.e., the effective front end ratio is not too low; 
· The NSP assistance amount is adequate to make homeownership affordable but is not excessive; and

· The buyer downpayment and buyer-paid closing costs are reasonable in relation to buyer funds.
	

	Sustainability – The household will be able to maintain homeownership over the NSP affordability period, including:

· The mortgage is fixed rate and long term;

· Projected taxes and insurance are reasonable;

· Projected utilities costs are reasonable; and

· The property contains no physical conditions that can be expected to cause unusual maintenance expenses in the five years.
	


8.8 URA Acquisition Notices

Include standards forms for:
--Signed Disclosure to Seller of Fair Market Value and Final Offer


--Signed Addendum to Sales Agreement (pre-1978; if applicable)


--Signed Addendum to Sales Agreement (post-1978; if applicable)


--Signed Addendum Notice of Voluntary Sale Arm’s Length Transaction

8.9 Standard form NSP Note & Mortgage [or deed of Trust]

8.10 Homebuyer Case File Checklist
Buyer Name:  _____________________________________

Property Address/ID#: ______________________________

	Items in Homebuyer Case File
	N/A
	In File
	Date
	NOTES

	Homebuyer Approval
	
	
	
	

	1) Homebuyer program application
	
	
	
	

	2) Income certification & verification 
	
	
	
	

	3) Buyer counseling training certificate 
	
	
	
	

	4) Mortgage qualification & acceptance
	
	
	
	

	5) Underwriting/assistance determination
	
	
	
	

	Property Approval
	
	
	
	

	6) Purchase contract
	
	
	
	

	7) NSP eligible target area documentation
	
	
	
	

	8) Documentation that property is eligible as: foreclosed, abandoned or vacant
	
	
	
	

	9) Environmental clearance
	
	
	
	

	10) Appraisal (within 60 days of final offer) & verification of price discount if foreclosed
	
	
	
	

	11) Property standards inspection
	
	
	
	

	12) LBP Assessment (if pre-1978)
	
	
	
	

	Closing Documentation
	
	
	
	

	13) Guideform Notice Disclosure to Seller w/ Voluntary, Arm's Length Purchase Offer
	
	
	
	

	14) Flood Insurance Certificate (if appl.)
	
	
	
	

	15) Lead-Based Paint disclosures (if appl.)
	
	
	
	

	16) Closing/settlement statement 
	
	
	
	

	17) Signed NSP written agreement 
	
	
	
	

	18) NSP funds disbursed
	
	
	
	

	19) Recorded legal documents with affordability requirements
	
	
	
	


This resource is part of the NSP Toolkits. Additional toolkit resources may be found at www.hud.gov/nspta
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