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About this Tool
Description:

This example of an agreement between a developer and a lease-purchaser is intended to provide a framework developers can use in implementing the Neighborhood Stabilization Program.  It is intended to be used with the following companion documents:  “Sample Residential Lease with Option to Purchase,” “Sample Lease Purchase Policies and Procedures Manual,” “Sample Lease Purchase Developers Agreement,” “Sample Lease Purchase Financial Pro Forma,” and “Guidance on Lease Purchase Qualification Criteria.”
How to Adapt this Document: 

This document is annotated throughout to explain the reasons for the provisions and to provide options developers can choose to tailor the model to their programs. It is not intended to be used as-is. NSP grantees should determine if the underlying program design is suitable.  Details such as numbers of units and funding limits must be filled in.  Instructions and advice embedded in the document should be deleted.
Source of Document:
Substantial portions of this document come from the Model Residential Lease with Option to Purchase provided by the Florida Housing Coalition. This document is prepared for use in Florida under Florida’s Landlord Tenant laws found in Florida Statutes Chapter 83. 

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.


 SEQ CHAPTER \h \r 1RESIDENTIAL LEASE WITH OPTION TO PURCHASE
Note: Annotation, and blanks to be filled, are noted in bold italic font.   

I. TERMS AND PARTIES.  
1.  This is a lease (“the Lease”) for a period of ________ months (“Lease Term”), beginning ______________ , 20___ and ending midnight _________ 30 (31), 20__ between ________________ (“Lessor”) and ______________________ and ___________  (“Lessee”)

In the Lease, the owner, whether one or more, of the property is called “Lessor.” All persons to whom the property is leased are called “Lessee.”   


2. Household Composition: The Lessee’s household is composed of the individuals listed below.  (Other than the Head or Spouse each household member should be listed by age, oldest to youngest.  The Head of Household shall execute the lease.

	Name
	Relationship
	Age 
	Birthdate

	1.
	Head
	___      /     /     
	

	2
	
	___      /     /     
	

	3
	
	___      /     /     
	

	4
	
	___      /     /     
	

	5
	
	___      /     /     
	

	6
	
	___      /     /     
	

	7
	
	___      /     /     
	

	8
	
	___      /     /     
	


Lessee agrees to wait for Lessor’s approval before allowing additional persons to move into the Premises. Failure on the part of Lessee to comply with this provision is a serious viola​tion of the material terms of the lease, for which Lessor may terminate the lease.

Lessee shall report additions or deletions (for any reason) from the household members named on the lease to the Lessor in writing, within 10 days of the occurrence.

Section I.  Terms and Parties.  The term of the lease should be one year and this can be renewed if the lessee is complying with the program.  Benchmarks in the counseling process will be included that indicate the readiness of the buyer so that prior to the lease expiration, the lessor will be aware of whether or not the lessee is going to be ready to purchase.  The Parties to the lease are the organization as lessor, and all adults who intend to be part of the purchase agreement, as lessee.  Should there be a change in family status such as a marriage, death, divorce, separation, or membership additions or deletions, the lease should be modified to reflect the accurate parties.  

II.        PROPERTY RENTED.   Lessor leases to Lessee the land and building located at  _________(put in address)___________________ (put in name of city), Florida together with the following furniture and appliances: dishwasher, oven/ stove, refrigerator, disposal, washer, dryer, air conditioner, window treatments (if applicable).

Section II.  Property Rented.  This section must include a proper address and list any appliances or other amenities that will be included in the transaction.  

III.
 RENT PAYMENTS AND CHARGES. 

The total rent due under this _______ year lease is $__________ (put in total amount of all monthly installments for entire term of lease) to be paid in monthly installments of $_______ each on or before the 10th calendar day of each month, (“Rental Installment Period.”)  The first Rental Installment is due on or before ___________, 20__ (put in first month of lease).

Rent shall be sent to ___________________, at________________, Florida _______. (Insert Lessor mailing address.) Lessor may appoint an agent to collect the Lease Payment and to perform Lessor’s obligations.

Other Charges: In addition to rent, Lessee is responsible for the payment of certain other charges specified in this lease.  The type(s) and amounts of other charges are specified in the Lease Agreement.  
Maintenance costs -- The cost for services or repairs due to intentional or negligent damage to the dwelling unit, common areas or grounds beyond normal wear and tear, caused by Lessee, household members or by guests.  When Lessor determines that needed maintenance is not caused by normal wear and tear, Lessee shall be charged for the cost of such service in accordance with the actual cost of the repairs.
Late Charges -- A late charge of _____ will be assessed after the 10th calendar day of the month.  

Section III. Rent Payments and Charges.  Refer to the Lease Purchase Policies and Procedures Manual for structuring the rent payment amount.  The rent must be set at an amount that will cover the operating and reserve expenses of the unit and project.  It should be clear that the rent amount is for the lease only.  Maintenance costs and responsibilities should be clearly defined prior to execution.  These responsibilities can be structured to provide additional training for the lessee to learn how to maintain a home.  
Down payment savings  or purchase assistance should not be part of the rent .  The collection of additional funds to offset the purchase price should be a separate calculation and account. The  Lessor or Sponsor may choose as a program incentive to set aside a portion of the rent to become a rebate to be used to cover down payment, closing cost or purchase assistance but it should be clear that no part of the rent is considered part of the home purchase. The terms and conditions of the deposit account should be based on the policy of the organization. There must be a clear understanding of whether or not the funds will be returned to the lessee  if they default on the lease or choose not to renew, or if they find another dwelling to purchase and want to use the account for down payment purposes.  

IV.  DEPOSITS AND CHARGES. 

In addition to the Lease Payments described above, Lessee shall pay the following:

(A) A security deposit of $_______ to be paid together with the first rental payment on or before _________, 20___.  
(B) A returned check fee in the amount of $20.00 if Lessee makes any Lease Payment with a check not honored due to insufficient funds. Upon payment of a returned check, the lessee shall make future payments with cash or money order.
The Security Deposit may not be used to pay rent or other charges while Lessee occupies the dwelling unit.  No refund of the Security Deposit will be made until Lessee has vacated, and Lessor has inspected the dwelling unit.
If Lessee does not exercise their option to purchase the unit, the return of a security deposit shall occur within 30 days after Lessee moves out.  Lessor agrees to re​turn the Security Deposit, if any, to Lessee when he/she vacates, less any deductions for any costs indi​cated above, so long as Lessee furnishes Lessor with a forwarding address.  If any deductions are made, Lessor will furnish Lessee with a written statement of any such costs for damages and/or other charges deducted from the Security Deposit. If Lessee exercises their option to purchase the unit, the security deposit may be applied to down payment or closing costs at lessee’s request.
IV. Deposits and Charges.  First and last month, security deposits and membership fees should be clearly explained.  If there is a late fee it should state the amount and when it is due.  (Note:  Under Florida law, Lessor will need to put the security deposit in a non-interest bearing account and not co-mingle the funds.  If Lessor puts it in an interest bearing account, the interest is payable annually to the Lessee- see F.S. 83.49.) If the lessee exercises their option to purchase, they may request that the Lessor apply the funds to their down payment or closing costs.  This would be in addition to any special rebate that is part of the Lease Purchase program.
V.
NOTICES. 





Notice to Lessee.

Any notice is sufficient if delivered by first class mail to Lessee at the Premises. If Lessee is absent from the Premises, a notice to Lessee may be posted on the Premises by leaving a copy of the notice at the Premises, and further delivered by first class mail.  





Notice to Lessor.

Any notice is sufficient if given by first class or special delivery mail to Lessor to the following address:

____________________________

____________________________

____________________________

(Insert mailing address)

VI. 
USE OF PREMISES.  The Premises shall be the primary residence of the Lessee. Lessee shall use the Premises only for residential purposes.  Lessee also shall comply, and require anyone on the Premises to comply, with all laws and any restrictions that apply to the Premises. 

(A)   Lessee understands that smoking is not permitted within the home. 

(B)  Lessee may not keep or allow pets or animals in the Premises without Lessor’s approval of the pet or animal in writing.  Service animals will not be considered pets.
(C)  Lessee shall not keep any dangerous or flammable items that might increase the danger of fire damage on the Premises.

(D)  Lessee shall not create any environmental hazards on or about the Premises.

(E) Lessee shall not destroy, damage, impair, or remove any part of the Premises belonging to Lessor, nor permit any person to do so.

(F)  Lessee may not make any alterations or improvements to the Premises without first obtaining Lessor’s written consent to the alteration or improvement. 

(G)  Lessee must act, and require all other persons on the Premises to act in a manner that does not unreasonably disturb neighbors or constitute a breach of the peace.

(H) Lessee’s Obligations:   Lessee shall be obligated:

(1)
Not to assign the Lease, nor sublease the dwelling unit. 

(2)
a.
Not to give accommodation to boarders or lodgers; 

b. Not to give accommodation to long term guests (in excess of 14 days per calendar year) without the ad​vance written consent of Lessor.

c. Not to allow loitering on or near the premises lease to the Lessee. 

(3)
To use the dwelling unit solely as a private dwelling for Lessee and Lessee's household as identified in I of the Lease, and not to use or permit its use for any other purpose. 

 (4)
To abide by necessary and reasonable regulations promulgated by Lessor for the benefit and well-being of the community.  

 (5)
To comply with the requirements of applicable state and local building or housing codes, ma​te​rially affecting health and/or safety of Lessee and household. 

 (6)
To keep the dwelling unit and other such areas as may be assigned to Lessee for exclusive use in a clean and safe condition.   This includes keeping front and rear entrances and walkways for the exclusive use of Lessee, free from hazards and trash and keeping the yard free of debris and litter.  

  (7)
To dispose of all garbage, rubbish, and other waste from the dwelling unit in a sanitary and safe manner. To refrain from, and cause members of Lessee's household or guest to refrain from, littering or leaving trash and debris in common areas.

  (8)
To use only in reasonable manner all electrical, sanitary, heating, ventilating, air-conditioning, and other facilities and appurtenances. 

  (9)
To refrain from, and to cause household and guests to refrain from destroying, defacing, dam​aging, parking on the grass or removing any part of dwelling unit or area.

 (10)
To pay reasonable charges (other than for wear and tear) for the repair of damages to the dwelling unit,  building, facilities, or common areas caused by lessee, household members or guests

 (11)
To act, and cause household members or guests to act in a manner that will:

a.
Not disturb other residents' peaceful enjoyment of their accommodations; and 

b.
Be conducive to maintaining all dwellings in a decent, safe, and sanitary condi​tion. 

 (12)
To assure that Lessee, any member of the household, a guest, or another person under Lessee’s control, shall not engage in:

a.
 Any criminal activity that threatens the health, safety, or right to peaceful enjoyment of premises by other residents, neighbors or employees or agents Lessor, or;

b.
Any drug-related criminal activity on or off such premises.  Any criminal activity in vi​olation of the preceding sentence shall be cause for termination of tenancy, and for evic​tion from the unit. (For the purposes of this lease, the term drug-related criminal activity means the illegal possession, manufacture, sale, distribution, use or possession with intent to manu​facture, sell, distribute, or use, of a controlled substance as defined in Section 102 of the Controlled Substances Act.) [966.4 (f)(12)]

 (13)
To make no alterations or redecorations to the interior of the dwelling unit or to the equipment, nor to install additional equipment or major appliances without written consent of Lessor.  To make no changes to locks or install new locks on exterior doors without Lessor’s written approval.  To use no nails, tacks, screws, brackets, or fasteners on any part of the dwelling unit (a reasonable number of picture hangers excepted) without authorization by Lessor. 

(14)
To give prompt prior notice to Lessor, in accordance with the lease of Lessees leaving dwelling unit unoccupied for any period exceeding two calendar weeks. 

(15)
To act in a cooperative manner with neighbors and Lessor’s Staff or agents.  To refrain from and cause members of Lessee's household or guests to refrain from acting or speaking in an abusive or threatening manner toward neighbors and staff. 

(16)
Not to display, use, or allow members of Lessee's household or guests to display, use any firearms, (operable or inoperable) or other illegal weapons as defined by the laws and courts of the State of Florida anywhere on the property. 

(17)
To take reasonable precautions to prevent fires and to refrain from storing or keeping flammable materials upon the premises. 

(18)
To avoid obstructing sidewalks, areaways, galleries, passages, or stairs, and to avoid using these for purposes other than going in and out of the dwelling unit. 

(19)
To refrain from erecting or hanging radio or television antennas on or from any part of the dwelling unit without the written approval of Lessor. 

(20)
To refrain from placing signs of any type in or about the dwelling except those allowed under applicable zoning ordinances and then only after having received written permission of Lessor. 

(21)
To refrain from, and cause members of Lessee's household to refrain from keeping, maintain​ing, harboring, or boarding any animal of any nature in the dwelling unit except in accordance with the Lessor’s pet policy, unless a verified disability warrants the possession of a service animal or companion animal. 

(22)
To remove from Lessor’s property any vehicles without valid registration, license, and inspection stickers.  To refrain from parking any vehicles in any right-of-way or firelane designated and marked by Lessor. Any inoperable or unlicensed vehicle as described above will be re​moved from Lessor’s property at Lessee’s expense.  Automobile repairs are not permit​ted on the site. 
(23)
To remove any personal property left on Lessor’s property when Lessee leaves, abandons or surrenders the dwelling unit.  Property left on the premises is subject to disposal or storage as required by the laws of the State of Florida.  Costs for storage and disposal shall be as​sessed against the Lessee. 

(24)
To use reasonable care to keep his dwelling unit in such condition as to ensure proper health and sanitation standards for Lessee, household members and neighbors.  Lessee SHALL NOTIFY THE Lessor PROMPTLY OF KNOWN NEED FOR REPAIRS TO HIS DWELLING UNIT that are the Lessor’s responsibility, and of known unsafe or unsanitary conditions in the dwelling unit or in common areas and grounds of the property.  Lessee’s failure to report the need for repairs in a timely manner shall be considered to contribute to any damage that occurs. 

(25)
a.
Not to commit any fraud in connection with any Federal housing assistance program, and


b.
To pay promptly any utility bills for utilities supplied to Lessee by a direct connection to the utility company, and to avoid disconnection of utility service for such utilities.

(26)   Lessee shall do nothing that may block the access or egress of the unit.

(27)   If dryers are allowed, lessee shall install properly and Lessor shall retain the right to inspect for proper installation.

I.  Move-in and Move-out Inspections
(A.)
Move-in Inspection: Lessor and Lessee or representative shall inspect the dwelling unit prior to occupancy by Lessee.  Lessor will give Lessee a written statement of the condi​tion of the dwelling unit, both inside and outside, and note any equipment provided with the unit.  The statement shall be signed by Lessor and Lessee and a copy of the statement retained in Lessee’s folder. 

(B.)
Move-out Inspection -- Lessor will inspect the unit at the time Lessee vacates and give Lessee a written statement of the charges, if any, for which Lessee is responsible.  Lessee and/or representative may join in such inspection, unless Lessee vacates without notice.

VI.  Use of Premises.  This section must state clearly that the home is to be the principal residence of the lessee.  Pets are addressed in this section.  A worksheet that lists the occupants of the unit should be attached to the application.   If the occupants change, the lessee should be required to report this to the lessor immediately.  It is recommended that all adults (18 years of age or older) who are not dependents should be included as signers of the lease and included with the option to purchase.  All members of the household must be income qualified in the income compliance process.  You may want to collect a pet deposit.
 VII.   MAINTENANCE. Lessor and Lessee agree that the maintenance of the Premises are as follows: Lessor is responsible for all major maintenance or major replacement of appliances and equipment, not caused by the negligence of the Lessee. Maintenance or replacement needed due to negligence of the Lessee shall be the responsibility of Lessee. Major maintenance and replacement are those repair or replacement items exceeding $______.  All maintenance or replacement of $_______ or less shall be the responsibility of Lessee.  Lessor shall have no responsibility for repair or replacement of the washer or dryer.  Lessee may use the washer and dryer but bears full responsibility for repair or replacement.  Lessee is responsible for grounds, and lawn and garden maintenance at Lessee’s expense.  

Nothing in this section makes Lessor responsible for any condition created or caused by the negligent or wrongful action or omission of Lessee, any member of Lessee’s household, or any person on the Premises with Lessee’s consent.

Lessee’s Required Maintenance.  In addition to the above, at all times during the Lease Term, Lessee shall: 

(1) Comply with all obligations imposed upon Lessees by applicable provisions of building, housing, and health codes;

(2)
Maintain the Premises in a neat, clean, decent, safe and sanitary condition;

(3)
Remove all garbage from the dwelling unit in a clean, sanitary manner;

(4) Maintain all plumbing fixtures in the dwelling unit in clean, sanitary condition and in good repair; and

(5) Use and operate in a reasonable manner all electrical, plumbing, sanitary, heating, ventilating, air conditioning, and other facilities and appliances.

VII. Maintenance.  The lease purchase program has a mission to assist the lessee to become a homeowner and this includes responsibility for maintenance.   In this design, the property is under a lease and the lessee is responsible for items under a certain cost and the lessor is responsible for major expenses.  In some programs the lessee is responsible for more involved work and gets credited with sweat equity.  The operation of a sweat equity program is staff intensive and the organization must carefully consider this option.  The lessee is gaining more equity than a conventional tenant.  A best practice in this area is to leverage local partnerships to offer the lessee classes in all types of home maintenance and repair, and discounts for replaceable items such as air conditioning filters.

VIII.
UTILITIES.  Lessee shall pay all charges for hook-up, connection, and deposit for providing utilities and utility services to the Premises. Lessee shall maintain all utilities in the Lessee’s name.
VIII.  Utilities.  If the rent must include a utility allowance it should be clear in the lease that the Lessee is responsible for connection fees.

IX. LESSOR’S ACCESS TO PREMISES.   Lessor or Lessor’s Agent may enter the Premises in the following circumstances:

A. At any time for the protection or preservation of the premises.

B. After notice to Lessee at reasonable times for the purpose of repairing the Premises; to inspect the Premises, make necessary or agreed-upon repairs, decorations, alterations, improvements, or supply agreed services; or exhibit the Premises to prospective or actual purchasers or Lessees, workers or contractors under any of the following circumstances:

(1) with Lessee’s consent;

(2) for any maintenance;

(3) in case of emergency;

(4)
if Lessee unreasonably withholds consent; 
(5)
if Lessee is absent from the Premises for a period of 15 days without proper notice. (If the rent is current and Lessee notifies Lessor of an intended absence, then Lessor may enter only with Lessee’s consent or for the protection or preservation of the Premises.)

IX.  Access.  The agreement should clearly state the conditions and procedures for regular inspections.  The organization must have the capacity to conduct drive by inspections on a regular basis, preventive maintenance, and periodic inspections of the unit.  This will help to identify code violations or other problems occurring with maintenance.  (Note: F.S. 83.53 sets forth what are reasonable purposes and times.)

X.           CASUALTY DAMAGE.  If the Premises are damaged or destroyed other than by wrongful or negligent acts of Lessee or persons on the Premises with Lessee’s consent, so that the use of the Premises is substantially impaired, Lessee may terminate the lease within 30 days after the damage or destruction, and Lessee will immediately vacate the Premises. If Lessee vacates, Lessee is not liable for rent that would have been due after the date of termination.

X.  Casualty.  The leased property should be insured by the organization for casualty and liability.  The lessee should have access to renter’s insurance.  If the unit is destroyed or made uninhabitable, the lessor will rely on landlord Lessee laws and the lease terms to determine their responsibility.  A best practice is to have additional units available or identified for program participants in the event of a disaster.

XI.
DEFAULT

A.
Lessor’s Default. Except as noted below, Lessor will be in default if Lessor fails to comply with Lessor’s required maintenance obligations  or fails to comply with other material provisions of the Lease and such failure continues for more than 7 days after Lessee delivers a  written notice to Lessor that tells Lessor how Lessor has violated the Lease.

If Lessor’s failure to comply is due to causes beyond the Lessor’s control and if Lessor has made, and continues to make, every reasonable effort to correct the problem, the Lease may be altered by the parties, as follows:

1.
If Lessor’s failure to comply makes the Premises uninhabitable and Lessee vacates, Lessee shall not be liable for rent during the period the Premises remains uninhabitable.

2.
If Lessor’s failure to comply does not make the Premises uninhabitable and Lessee continues to occupy the Premises,   the rent for the period of noncompliance will be reduced by an amount in proportion to the loss of rental value caused by the noncompliance.

B.   Lessee’s Default. Lessee will be in default if any of the following occur:

1.
Lessee fails to pay rent when due and the default continues for 3 days, excluding Saturday, Sunday, and legal holidays, after delivery of written demand by Lessor for payment of the rent or possession of the Premises.

2.
Lessee fails to perform Lessee’s obligations under the Lease, and the failure is such that Lessee should not be given an opportunity to correct it or the failure occurs within 12 months of a written warning by Lessor of a similar failure. Examples of such failures which do not require an opportunity to correct include, but are not limited to, destruction, damage, or misuse of Lessor’s property by an intentional act or a subsequent or continued unreasonable disturbance.

3.
Except as provided above, Lessee fails to perform any other obligation under the Lease and the default continues for more than 7 days after delivery of written notice to Lessee from Lessor specifying the default.

                    C. Waiver of Default.  If Lessor accepts rent knowing of Lessee’s default or accepts performance by Lessee of any provision of the Lease different from the performance required by the Lease, or if Lessee pays rent knowing of Lessor’s default or accepts performance by Lessor of any provision of the Lease different from the performance required by the Lease, the party accepting the rent or performance or making the payment shall not have the right to terminate the Lease or to bring a lawsuit for that default, but may enforce any later default.

XI.  Default.   The lease provides the conditions in the event of lessor or lessee default.  The matter of the down payment account should be carefully considered and included in the program description and agreement. 

XII.
REMEDIES.

A.
If Lessee remains on the Premises after expiration or termination of the Lease without Lessor’s permission, Lessor may recover possession of the Premises in the manner provided for by law. Lessor also may recover double rent for the period during which Lessee refuses to vacate the Premises.

B.
If Lessee defaults under the Lease by failing to pay rent, Lessor may terminate Lessee’s rights under the Lease and Lessee shall vacate the Premises immediately. If Lessee defaults under the Lease for any other reason, Lessor may terminate Lessee’s rights under the Lease and Lessee shall vacate the Premises within 7 days of delivery of the notice of termination.

C.
If Lessee fails to cure a default within the time specified in the notice to Lessee, Lessor may recover possession of the Premises as provided by law.

D.
Lessor shall not recover possession of the Premises except:

1.
in a legal action for possession;

2.
when Lessee has surrendered possession of the Premises to Lessor; or, 

3.
when Lessee has abandoned the Premises. Absent actual knowledge of abandonment, the Premises shall be consider abandoned if Lessee is absent for at least one-half a Rental Installment Period, the rent is not current, and Lessee has not notified Lessor, in writing, of an intended absence.

4. 
by mutual consent.

E.
If Lessee has defaulted under the Lease and Lessor has obtained a writ of possession, if Lessee has surrendered possession of the Premises to Lessor, or if Lessee has abandoned the Premises, Lessor may:

1.
treat the Lease as terminated, retake possession for Lessor’s own account, and any further liability of Lessee will be ended;

2.
retake possession of the Premises for Lessee’s account. Lessee will remain liable for the difference between rent agreed to be paid under the Lease and rent Lessor is able to recover in good faith from a new Lessee; or

3.
do nothing, and Lessee will be liable for the rent as it comes due.

F.
If Lessor retakes possession of the Premises for Lessee’s account, Lessor must make a good faith effort to re-lease the Premises. Any rent received by Lessor as a result of the new lease shall be deducted from the rent due from Lessee. For purposes of this section, “good faith” in trying to re-lease the Premises means that Lessor shall use at least the same efforts to re-lease the Premises as were used in the initial rental or at least the same efforts as Lessor uses in attempting to lease other similar property.

G.
Other Remedies.  Each party also may have other remedies available at law or in equity.

H.
Payment of Rent to Court.  In any legal action by Lessor for possession of the Premises, if Lessee raises any defense other than payment, Lessee must pay into the registry of the court the past due rent set forth in Lessor’s complaint, or an amount determined by the court, and the rent which comes due during the lawsuit, as it comes due. Failure of Lessee to pay the rent into the registry of the court will be a waiver of Lessee’s defenses other than payment.
I.
Attorney’s Fees.  In any legal action brought to enforce the Lease or under applicable law, the prevailing party may recover its reasonable court costs and attorneys’ fees from the other party.
J.
Relocation.  Attached to this Lease is a Uniform Relocation Act form that is to be executed simultaneously with this Lease, and the terms and conditions of that URA form are considered to be part of this Lease.

XII. Remedies.  State law and landlord tenant laws define what a landlord or tenant is entitled to in the event of a default.  The organization must keep in mind that its mission is to provide affordable housing; if there is a default, and it must find the most expedient manner to get the unit back in operation.  

Relocation must also be considered.  Lessees should sign an acknowledgement (Move- in Notice) that they are not entitled to relocation benefits if they default on the lease or if they do not fulfill the option to purchase.

XIII.
ASSIGNMENT AND SUBLEASING.  Lessee may not assign the Lease or sublease all or any part of the Premises without first obtaining Lessor’s written approval and consent to the assignment or sublease. 
XIII. Assignment and Sublease.  In the simple lease relationship, it must be clear that the lessee may not assign their lease nor sublet to anyone else.  The home must be their principal residence.  No subleasing is permitted in the program.  

XIV.
RISK OF LOSS.  Lessor shall not be liable for any loss by reason of damage, theft, or otherwise to the contents, belongings and personal effects of the Lessee, or Lessee’s family, agents, employees, guests, or visitors located in or about the Premises, or for damage or injury to Lessee or Lessee’s family, agents, employees, guests, or visitors. Lessor shall not be liable if such damage, theft, or loss is caused by Lessee, Lessee’s family, agents, employees, guest, or visitors. Nothing contained in this provision shall relieve Lessor or Lessee from responsibility for loss, damage, or injury caused by their own negligence or willful conduct.

XIV.  Risk of Loss.  The Lessee should be encouraged to purchase renter’s insurance.

XV.
SUBORDINATION.  The Lease is subordinate to the lien of any mortgage encumbering the fee title to the Premises from time to time.

XV.  Subordination.  Leases are subordinate to any mortgages that might be on the property. If the developer/organization has a mortgage on the property, the lessee is not liable for that mortgage and is protected from judgments or defaults of the lessor.   For this reason, it is important to keep the lease and purchase option separate.  If the lessee were to have some form of title to the property and the landlord defaults on a mortgage, the lLessee’s interest would be subordinate to the superior mortgage and they would lose their equity and suffer other consequences.  

XVI.
LIENS.  Lessee shall not have the right or authority to encumber the Premises or to permit any person to claim or assert any lien for the improvement or repair of the Premises made by Lessee. Lessee shall notify all parties performing work on the Premises at Lessee’s request that the Lease does not allow any liens to attach to Lessor’s interest.

XVI.  Liens.  The owner of the property, the lessor, is responsible for any liens that are placed on the property.  If a code violation is unabated and a lien is placed, the lessor as owner should be receiving all of the notices and should be able to act before the lien is placed.  The lessor as owner is responsible for taxes and any tax liens that occur must be cleared from the title before the option to purchase is exercised.  

XVII.
RENEWAL/EXTENSION.  The Lease can be renewed or extended only by a written agreement signed by both Lessor and Lessee. The parties intend that this Lease will extend for up to two years  if the Lessee is not in breach of any of the Lease terms and is making progress toward exercising the right to purchase.

XVII.  Renewal/Extension.  The lease should be a year to year lease that is renewable.  In this manner the lessor can determine if the lessee is meeting the benchmarks of the homebuyer program and can provide direction or assistance in helping them meet their goals.  If the homebuyer program is for two years for example, the lease should state that it is for two years but must be renewed annually. Extensions can be granted by the lessor should it be determined that the lessee needs more time to complete the program.  

XVIII.
MISCELLANEOUS.

A. Time is of the essence of the Lease.
B. The Lease shall be binding upon and for the benefit of the heirs, personal 

representatives, successors, and permitted assigns of Lessor and Lessee, subject 

to the requirements specifically mentioned in the Lease. Whenever used, the

singular number shall include the plural or singular and the use of any gender 

shall include all appropriate genders.

C. The agreements contained in the Lease set forth the complete understanding of the parties and may not be changed or terminated orally. 

 
D. No agreement to accept surrender of the Premises from Lessee will be valid      
unless in writing and signed by Lessor.


E.  All questions concerning the meaning, execution, construction, effect, 

validity, and enforcement of the Lease shall be determined by the laws of Florida.


 F.   The place for filing any suits or other proceedings with respect to the


 Lease shall be the county in which the Premises is located. 


G.  Lessor and Lessee will use good faith in performing their obligations under 

the Lease.


H.  As required by law, Lessor makes the following disclosure:

“RADON GAS.” Radon is a naturally occurring radioactive gas that, when it has accumulated in a building in sufficient quantities, may present health risks to persons who are exposed to it over time. Levels of radon that exceed federal and state guidelines have been found in buildings in Florida. Additional information regarding radon and radon testing may be obtained from your county public health unit.

XVIII.  Miscellaneous.  This section addresses heirs.  An heir that is residing in the unit would be able to remain in possession of the home until the lease expires.  At that time the lessor would need to determine if the heir is income eligible and wishes to continue to participate in the program.  

XIX.    OPTION TO PURCHASE.

Lessee shall have the right to purchase the Premises in accordance with the terms and conditions contained in the FAR/BAR Purchase and Sale Contract attached hereto and executed by the Lessor, as Seller. 

This Option to Purchase can be exercised by Lessee by delivering to Lessor,  the attached Purchase and Sale contract executed by the Lessee, as Buyer at least 60 days prior to the end of this Lease.  

The parties agree that the Lessee’s Option to Purchase is conditioned on:

(1)  Lessee’s income eligibility (Note:  Need to put in what those eligibility requirements are)
(2)  Lessee’s completion of homeownership counseling (Note: put in whatever the requirement will be)
(3)  Lessee using the Premises as homestead property.

(4)  Lessee continuing to fulfill requirements of the program, lease, and other conditions.

Neighborhood Stabilization Program (NSP) funds provided by the jurisdiction of insert NSP Grantee_ have been utilized to subsidize the cost of this project.  NSP funds are federal funds received from the Department of Housing and Urban Development in support of affordable housing and their use requires the following requirements to follow with the sale of the property:

A) The property must continue to serve as affordable housing for a set affordability period, based on the amount of NSP funds provided.  The period of affordability for this property is not less than _______ years.  

B) The home is required to remain as the primary and principal residence for the assisted household.  Sale or transfer of the property or the use of the property for any use other than principal residence will trigger the repayment of the balance of the NSP loan.  

C) NSP funds will be provided in the form of a deferred, forgivable loan and will be subject to the recapture of all or a portion of the NSP assistance to the homebuyers, if the property owner ceases to occupy the home as their principal residence during the period of affordability.  The amount to be repaid will be reduced on a pro-rata basis according to the time the homebuyer has owned and occupied the housing measured against the required affordability period. Repayment of the balance due will be based on the net proceeds as defined as the sales price minus non-NSP loan repayments and any closing costs. 

XIX. Option to Purchase.  The financing mechanism of the purchase of the property should be established at the time of lease execution along with affordability and income eligibility. However, the terms of the purchase and sale should not be put in the Lease- they need to be in the Purchase and Sale contract. For example, the financing contingency should be in the purchase and sale contract, not the lease.
 In Florida FAR/BAR contract is most commonly used for real estate purchases and sales.    The following language should be included in the FAR/ BAR as an addendum to link the purchase option included in the lease agreement with the purchase contract:

“Seller is executing and delivering this contract for purchase and sale to Buyer in connection with the Lease with Option to Purchase for the subject property between Buyer and Seller entered into this same date.  Seller acknowledges that Buyer may accept this offer to sell at any time prior to 60 days from the expiration of the Lease term, by executing and delivering this contract for purchase and sale to Seller, "As Is'', subject to Buyer obtaining fixed rate financing prior to closing.”
The FAR/BAR form should provide that the property is being sold “As is.”  “As is” means that the purchaser accepts the property in its current condition and cannot seek recourse for broken, damaged or non functioning systems.  The seller does have the responsibility and obligation of disclosing any known repairs or conditions of the property.  Both Buyer (lessee) and Seller (lessor) should have legal counsel review the purchase and sale contract that the Seller is executing at the time of Lease because that is the time that the Seller is executing the offer.  If the Buyer wants to change those terms later, that will constitute a counter-offer.  At the time of purchase an appraisal may indicate the property has gone down in value.  If the property has gone down in value due to market conditions, the Buyer has the opportunity to counter-offer on the purchase price.  If the property has gone down in value due to neglect or improper maintenance, this should be determined and the Seller is not obligated to reduce the purchase price.  
The Lease has been executed by the parties on the dates indicated below:

Print: Lessee’s Name __________________

Date: _______, 20___

Lessee’s signature_________________________

Print: Lessee’s Name___________________

Date: ________, 20__

Lessee’s signature_________________________

Print: Lessor Name ____________________

Date: _____ _____20__

Lessor’s signature __________________________

LESSEE’S CERTIFICATION
I, ________________________hereby certify that I, and other members of my Household, have not com​mitted any fraud in connection with any federal housing assistance program, unless such fraud was fully disclosed to Lessor before execution of the lease, or before Lessor approval for occupancy of the unit by the Household member.

I further certify that all information or documentation submitted by myself or other Household members to Lessor in connection with any federal housing assistance program (before and during the lease term) are true and complete to the best of my knowledge and belief.







                     .    
Lessee’s Signature

        
 
Date

ATTACHMENTS

Move-in Notice

Lease-Purchaser Guide

Maintenance Schedule Guide

MOVE-IN NOTICE

(GUIDEFORM NOTICE TO PROSPECTIVE TENANT)

Grantee or Agency Letterhead

(date)










Dear                             :


On      (date)     ,      (property owner)      submitted an application to the 

     (Grantee)      for financial assistance under a program funded by the Department of Housing and Urban Development (HUD).  The proposed project involves [acquisition] [rehabilitation] [demolition] and/or [conversion] of the property located at    (address)       .  Because Federal funds are planned for use in this project, the Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970, as amended (URA) [and/or section 104(d) of the Housing and Community Development Act of 1974, as amended] may apply to persons in occupancy at the time the application was submitted for HUD funding.  However, if you choose to occupy this property subsequent to the application for federal financial assistance, as a new tenant you will not be eligible for relocation payments or assistance under the URA [and/or section 104(d)]. 


This notice is to inform you of the following information before you enter into any lease agreement and/or occupy the property located at the above address:


(
You may be displaced by the project.


(
You may be required to relocate temporarily.


(
You may be subject to a rent increase. 


(
You will not be entitled to any relocation payments or assistance provided under the URA [and/or section 104(d)].  If you have to move or your rent is increased as a result of the above project, you will not be reimbursed for any such rent increase or for any costs or expenses you incur in connection with a move as a result of the project.


Please read this notification carefully prior to signing a rental agreement and moving into the project.  If you should have any questions about this notice, please contact     (Grantee)      at     (address and telephone number)     .  Once you have read and have understood this notice, please sign the statement below if you still desire to lease the unit.








Sincerely,








     (name and title)     

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

I have read the above information and understand the conditions under which I am moving into this project.








Print Name of Tenant(s)

 






Signature(s)

 






Address and Unit Number

 






Date

NOTE:

This is a guideform.  It should be revised to reflect the project circumstances. 

Lease-Purchaser Guide

Complementary Document to Lease Agreement

Introduction
This guide is intended to answer questions you might want to consider about becoming a lease-purchaser. In considering the opportunity to eventually become a homeowner, it is also important to consider the responsibilities of home ownership. The Lease-Purchase program may take several years to complete and will require important decisions that affect where you live and how you invest your time and money. Being well informed is the best way to make the right decisions and to make lease-purchase successful for you.  

Who is offering the Lease-purchase Program?  

This program is offered by (sponsor name) to provide an opportunity for homeownership to households who do not currently meet the financial requirements for obtaining a first mortgage loan to purchase and own a home. The program allows a household to lease a home with an option to purchase it, while participating in credit and homeownership counseling to resolve credit issues, so that traditional mortgage financing becomes viable. The counseling program requires your household to make a  dedicated effort to make a financial plan, keep it active and updated, and to attend classes on the requirements of homeownership, including budgeting and home maintenance.  

Definition of Terms

Sponsor – Manager of the Lease-purchase program. The sponsor is the entity that owns or manages the housing units that are available for lease-purchase. The sponsor oversees the program that is intended to prepare the lease-purchaser to qualify for a first mortgage loan that will be used to purchase the home. The sponsor may also be able to provide down payment and second mortgage assistance to help the lease-purchaser afford the home and qualify for the necessary funds to close on a home. The sponsor may be a nonprofit organization or a unit of local government. Generally, this is not a for-profit enterprise since the mission of the sponsor is to increase the opportunity for homeownership in certain areas using federal funds from the Neighborhood Stabilization Program and other sources.   

Neighborhood Stabilization Program (NSP) – This program provides funds to local governments or grantees to purchase abandoned or foreclosed properties for resale or rental to income-qualified households. Because some households may not currently qualify for home purchase due to credit or income limitations, each applicant is evaluated to determine if these issues can be overcome in a short period of time- usually one to five years. If the household commits to the program, they will be working with the sponsor to correct deficiencies, and if they are interested in eventually becoming the owner of an available home, then they may lease the property until they are ready to qualify for a traditional mortgage loan. There are federal regulations that come with the program, one of which is that the lease-purchaser must have gross household income that is below 120% of the area median income (or under 50% in certain circumstances). NSP funds can be used to write down the cost of the home to the eventual purchaser to make it affordable, but restrictions may be placed on the home when it is resold to recapture all or part of these funds. In most cases, NSP funds will be used to fully rehabilitate each home so that lease-purchasers are obtaining a home that meets current codes and may have additional energy-saving features installed. Some homes are located in subdivisions or may have a homeowners association that may have their own rules and regulations as well as homeownership assessments or fees.  

Lease-purchaser – A household that enters into a lease agreement with the sponsor with the expectation of exercising an option to purchase before the end of the leasing period. The lease-purchaser is known in the lease agreement as the Lessee during the lease period, and the sponsor, if the property owner, is known as the Lessor. The lease-purchaser has committed to participating in the homeownership counseling program, which is a program requirement, in order to be able to exercise their option to purchase the property.

Lease Agreement – An agreement by the lease-purchaser to enter into a lease with the sponsor for the purposes of occupying a property for a specified period, during which the lease-purchaser would become mortgage-eligible and prepare to qualify for the purchase of the home.

Option to Purchase – A clause in the lease agreement, or an attachment to the lease that allows the lease-purchaser to purchase once the program requirements have been completed and the lease-purchaser is mortgage-qualified.

Purchase Agreement with Option - This legal document is the agreement to purchase the home at a specific sales price within a certain period of time. The option is a rider or addendum that states that the lease-purchaser has an option to purchase the property when they have completed the homeownership portion of the program.  In Florida, the FAR/BAR contract is used for most real estate transactions. It is recommended that sponsors in the State of Florida should use the form provided. 

Legal Advice Pro Bono – Your sponsor may be able to refer qualified families to obtain legal counsel at no charge (pro bono). This advice will focus on making sure you understand the program requirements and your legal responsibilities. You may also seek legal assistance on your own at your own expense.

Assumable Mortgage – A mortgage that can be transferred with no change in terms. If an assumable mortgage is transferred, the buyer assumes all responsibility for repayment. The original lender must agree to the transfer of an assumable mortgage. The seller should receive a written release from the original lender stating that he/she has no responsibility for further payments. The buyer may have to meet certain standards to qualify and may be charged an assumption fee. Assumable mortgages can make a property more desirable if interest rates have risen, because the new buyer's payments are at the original rate. By definition, assumable mortgages cannot have a due-on-sale clause. [For example, Self Help's assumable mortgage product requires: 

	Following the lease period, the Tenant/Purchaser must be given the right to purchase the property and assume the Eligible Corporation's Mortgage, provided that the Tenant/Purchaser qualifies under the terms and conditions as set forth herein and in the applicable Lease-Purchase Agreement, and demonstrates an ability to make timely Mortgage payments.


Lease-purchase program: some important points

1. Period of leasing – the lease agreement is an [insert annual or six-month] lease that can be renewed for a certain period of time, [insert length, such as two years, 30 months].  

2. Responsibilities of lease-purchaser (lessee) – The lease agreement itemizes the responsibilities of the lessee including payments, time of payment, maintenance, notices of vacancy or intention to exercise the option to purchase. The lease-purchaser will be required to attend classes and provide documentation regarding meeting budget and financial goals toward becoming a homeowner. Participation in counseling is mandatory and failure to comply can result in the lease not being renewed or terminated when the lease period expires.  
 

3. Annual lease renewal - The lease is renewable on an [insert annual or six-month] basis and can be renewed for [insert length, such as two years, 30 months].  If the lease-purchaser does not comply with the program requirements, the sponsor has the right to either not renew the lease, terminate the lease or to make other referrals.  


4. Timing on mortgage application – The lease-purchaser will be responsible for seeking permanent mortgage financing for the eventual purchase of the home.  The homeownership program will provide information and guidance on this process.  It is important that the mortgage application process begin as soon as the lease-purchaser is ready to pursue the closing process and no later than [insert number of months, such three months] prior to lease expiration. If there is an assumable mortgage, 60 days will be needed to be underwritten and processed.


5. Responsibilities of sponsor – As owner or manager of the property, the sponsor is responsible for ensuring that all proper documentation is in place for occupancy. The sponsor is responsible for providing the homeownership program and coordinating homeownership classes, credit counseling, and working with the family to establish budget goals. The sponsor or an agent may collect rent and manage property requests such as repairs and other lease requirements. In addition, the sponsor may provide a rebate and closing to help with closing or down payment. The amount will depend on operating expenses and cash flow.


6. Responsibilities of lease-purchaser – The lease-purchaser is responsible for paying rent and utilities on time and completing any maintenance or repairs included in the lease agreement. Attending and actively participating in the homeownership program is mandatory, and failure to attend or complete the process could result in termination or non-renewal of the lease. Program requirements may include providing documentation of savings, paying off debts, and making additional income changes. The lease-purchaser must also notify the sponsor of any changes to the composition or characteristics of the household. Part of the homeownership program may be for the lease-purchaser to contribute to a special savings account that will be used for down payment, closing costs or as a maintenance fund once the home is purchased. Violation of the lease terms can result in eviction from the unit under landlord tenant laws, and the option to purchase the home will be void.

Responsibilities during the Lease-Purchase Program

1. Making payments


a. Housing (lease/rent) payments must be made on time. Upon lease signing, a security deposit and first month’s rent will most likely be due. Rent payments must be made on time in order to remain in the program. If rents are delinquent or unpaid, the sponsor or Lessor has the right to take legal action toward eviction. Paying rent on time is an excellent way to demonstrate the good habit of paying the mortgage on time. Late payments on rent or a mortgage can result in a credit rating decrease, which is a vital indicator that is used by the financial lender’s underwriting departments.


b. Payment of utilities is the responsibility of the lessee, unless otherwise stated in the lease agreement. Paying on time is also important to building a good credit rating. Reconnecting utilities, once they are cut off for nonpayment, can affect your credit and there will be required reconnection fees. So it is best to pay utilities on time. Having disconnected utilities is also a health and safety violation and would lead to a termination of the lease.

2. Becoming mortgage ready – The final outcome of the program is for the lease-purchaser to qualify for permanent financing for the home. This means that a lender will review and must approve the payment history, credit and income of the borrower and be willing to make a fixed rate mortgage loan. Most mortgage loans are for a 30 year term with monthly payments that include principal, interest, taxes and home insurance. Many lenders today also require mortgage insurance that is paid for by the borrower. Good credit and stable income is a basic requirement to qualify for such a loan. The sponsor will provide the guidance needed to achieve this qualification, but the lease-purchaser must do the heavy lifting of managing a budget, saving money, and paying off debt. This is a difficult process that takes time and discipline, but the rewards are homeownership and all that this privilege offers. 

a.
Attending classes: The sponsor will provide or coordinate a series of classes and events that must be attended. It is critical to be on time and actively participate in this process to be successful in purchasing and owning a home. Classes will cover finance, budgeting, maintenance, taxes, loan products, predatory lending, and other homeowner related matters. Extra classes related to homeownership may also be available to enhance learning on the upkeep of a home and staying on track with a budget.


b.
 Following the budget: The sponsor will develop a budget and goal that will govern spending, saving and paying off debt. This plan, if not followed, will have a negative impact on the lease-purchaser’s ability to proceed into homeownership. If spending is not under control or debts remain unpaid, purchasing the home may not become a reality. If there are any changes in household composition (divorce, separation, income earner leaves the family, etc.), extraordinary unexpected expenses, or employment changes, the lease-purchaser should immediately notify the sponsor.


c. Other benchmarks to comply with [list other benchmarks, such as: FICO score, back end (debt) ratio, bankruptcy clearance; also list when these items need to be reported to the sponsor (from Policies and Procedures Manual)]

d. Completion of the program: Once the lease-purchaser has completed the program requirements and been approved for permanent mortgage financing, they must notify the sponsor of their intention to exercise their option to purchase [insert number of days, such as 60] days prior to the expiration of the lease term.  At a minimum, notice should be given immediately of mortgage approval so that the closing can be coordinated.   

3. Maintaining the home 

a. Maintenance policies and responsibilities: Generally, lessees will be responsible for keeping the unit clean and sanitary, including maintenance on the exterior and all access areas. The lease may also require the lessee to pay for the repair of damages other than wear and tear to the dwelling unit, building facilities, or common areas that are caused by household members or guests. 


b. Home maintenance and repair: The lessee is responsible for ordinary maintenance and repair of items such as appliances. The lessee is also responsible for the replacement of reusable items such as light bulbs or air conditioning filters. [If list of specific maintenance items are available refer to Maintenance List]


c. Remodeling and redecorating: Generally decorating is permitted if it is does not affect the structure or layout of the home.  Remodeling involves changes in the floor plan and would only be permitted with permission from the sponsor. Sample lease language may state, “Lessee may not make any alterations or improvements to the Premises without first obtaining Lessor’s written consent to the alteration or improvement,” or “the lessee is obligated to make no alterations or redecorations to the interior of the dwelling unit or to the equipment, nor to install additional equipment or major appliances without written consent of Lessor.  To make no changes to locks or install new locks on exterior doors without Lessor’s written approval.  To use no nails, tacks, screws, brackets, or fasteners on any part of the dwelling unit (a reasonable number of picture hangers excepted) without authorization by Lessor.”

d. Landscaping: The lease should explain what landscaping is present when you move in and what you are permitted to change. The lease may include this clause, which could apply to landscaping. “Lessee shall not destroy, damage, impair, or remove any part of the Premises belonging to Lessor, nor permit any person to do so.”


e. Homeowners or condominium association: The sponsor should be able to give you this information including the name of the association, contact information, the number of units in the complex, amount of dues, and what the dues cover.  Dues can cover insurance (on the common parts of the complex), landscaping, pool maintenance, clubhouse maintenance and use privileges.  It is important to learn what assessments are due, and when.


f. What do I do if there are problems in the house? Before taking possession of the home and signing the lease, it is critical to make a walk-through inspection.  Many families may also want an independent inspector to review the home, at the family’s expense. A checklist will be provided where you can note any items that are broken or needing repair.  Once you occupy the unit, it is your responsibility to immediately notify the sponsor of anything broken or needing repair.  In some cases you will be responsible for those repairs, but in the interest of working closely with your sponsor it is important to fully communicate.


g. What do I do if there are problems with the neighbors? Any emergencies provoked by a neighbor should be handled by calling the police or emergency services.  Ongoing nuisance problems such as loud music, people loitering outside, overcrowding, parking issues, or other problems that affect your peaceful enjoyment of your home should be reported in writing to the sponsor, if the sponsor owns the neighboring unit.  If not, discuss the situation with your homeownership counselor.


h. Other conditions: Some of the lease requirements that may be included in a lease agreement include:

· No smoking within the home

· No pets or pre-approval of pets with a maintenance fee (Service animals are not considered pets)

· No storage of dangerous or flammable items that may increase the danger of fire damage to the home

· Lessee shall not create any environmental hazards on or about the premises

· Lessee or guests may not cause any disturbance to other neighbors or breach the peace

· Lessee must keep the unit and property in a clean, safe and sanitary condition- this includes keeping the walkways clean and accessible and not letting yard debris or trash accumulate on the property

· To pay all utility bills in a timely manner

· To use appliances including kitchen, air conditioning or heating in a reasonable and responsible manner

· To pay reasonable costs for repairs or damages not including ordinary wear and tear of the unit

· Lessee may not assign or sublet the unit

· Lessee may not give accommodation to boarders or lodgers

· Long term guests (over 14 days) are prohibited without the consent of the Lessor

· Lessee shall not allow loitering to occur on the property

· The dwelling may only be used as a private dwelling

The Closing Process

1. Shopping for a mortgage - Your homeownership counselor will have guided you in the process of finding a qualified lender with acceptable permanent mortgage products or assuming an existing mortgage to purchase the home. You will be given a Good Faith Estimate from the lender stating in clear terms the terms of the loan and the cost of financing the home, including fees and interest rate.  


2. Setting the date – The date for closing is usually set based upon communication from the lender and coordination with the sponsor-seller, and closing agent. Your closing agent may be a title company or an attorney.
  

3. Notifying the Lease-Purchase Program within 60 days of mortgage approval – Once you have a tentative closing date, it is critical to notify the sponsor that you are ready to exercise your option to purchase the home.  This gives enough time to handle the many steps in closing a home purchase.


4. Appraising the home – Your lender will most likely order an appraisal of the home. If the home value has decreased from the time you enter the lease-purchase program, you have the right to re-negotiate the purchase price with the seller or to decline to purchase the home. If the value has gone up, your purchase price that was initially offered is still valid.  


5. The second mortgage – The sponsor should clearly explain the financing structure for the purchase of the home. There may be other loans or funds that were used to assist you with buying the home that may also have special conditions. Your responsibility is for the first mortgage, or permanent loan and any other financing that is used in the purchasing process. The first mortgage is the loan that you repay monthly and the payment should include the principal of the loan, interest, taxes and insurance.  Mortgage insurance may also be required by many lenders in today’s market. The second mortgage is also in your name and encumbering the home, but in some cases may be deferred payments and no interest. The second mortgage may have a shorter term than your first mortgage. This loan may require repayment if you sell or transfer the home or no longer occupy it as your primary residence; this is called a recapture provision. After the term of the second mortgage expires, it will no longer encumber the property, but it is your responsibility to keep track of when it expires and get a satisfaction-of-mortgage pay-off from the sponsor when it has expired. Some second mortgages require that the home only be sold to an income-eligible buyer; this is called a resale restriction.  It is important to remain in contact with the sponsor in case you want to sell, so that they can assist you in selling to an income-eligible buyer. 

Having a second mortgage on your home may prevent you from getting further financing on the home, such as an equity line loan. Generally this information will be included in the counseling sessions, but it is important to understand the impact of the second mortgage.  

Maintenance Schedule Guide

Complementary Document to Lease Agreement

	
	MAINTENANCE SCHEDULE
	
	

	
	EXTERIOR
	FREQUENCY
	RESPONSIBILITY

	Foundation
	Check foundation walls, floors, concrete and masonry for cracking, heaving, or deterioration. If a significant number of bricks are losing their mortar, call a professional. If you can slide a nickel into a crack in your concrete floor, slab or foundation, call a professional immediately.
	Annual
	Lease purchaser and Sponsor

	Roof
	Check roof and around vents, skylights and chimneys for leaks. Repair as necessary
	6 months
	

	Gutters
	Clean gutters and drain pipes so leaves won't clog them and be sure they drain away from the house.  
	6 months
	

	Siding:
	Clean siding with a pressure washer to keep mold from growing. Check all wood surfaces for weathering and paint failure. If wood is showing through, sand the immediate area and apply a primer coat before painting. If paint is peeling, scrape loose paint and sand smooth before painting
	6 months
	

	Well 
	If a well is present, check pump and filtration systems for leaks, deposits, clear electrical connections, debris or fatigued or broken lines. Check power supply and outlet for insect residue, leaves or debris. 
	6 months
	

	Exterior caulking
	Inspect caulking and replace if deteriorating. Scrape out all the eroding caulk and re-caulk joints. 
	6 months
	

	Window sills, door sills, and thresholds
	Fill cracks, caulk edges, repaint or replace if necessary. Clean inside and outside of windows, frames and tracks with appropriate cleaning products and tools. Check and replace broken or loose thresholds and weather stripping.  
	6 months
	

	 Window and door screens
	Clean screening and check for holes. Patch holes and tears or replace the screen.  Tighten or repair any loose or damaged frames and repaint. Replace broken, worn, or missing hardware. Wind can ruin screens and frames that are allowed to flap and move, so make sure they are securely fastened. Tighten and lubricate door hinges and closers.
	6 months
	

	Windows and doors
	Check all seals around doors and windows.  Replace loose or fatigued weather stripping and seals. 
	6 months
	

	Sprinklers
	Check lawn sprinkler system for leaky valves, exposed lines and improperly working sprinkler heads. If there is an area of your yard that collects too much water or doesn't get enough, run the sprinklers to figure out the problem. If it's not something you can fix yourself, call a professional before your lawn needs the water.
	6 months
	

	Decks and porches
	Check all decks, patios, porches, stairs and railings for loose members and deterioration. Open decks and wood fences need to be treated every four to six years, depending on how much exposure they get to sun and rain. If the stain doesn't look like it should, or water has turned some of the wood a dark gray, hire a professional to treat your deck and fence.
	6 months
	

	Landscape
	Check for vegetation or tree branches that are within 10’ of structure. Cut back and trim any vegetation touching dwelling and consider a 10’ vegetation free zone for forest fire safety.  Check for any trees that are encroaching upon power lines.  Contact utility company for trimming of any trees that are touching or growing into power lines. 
	6 months
	

	
	INTERIOR
	
	

	Hot water heater
	Lubricate circulating pump and motor. Check drain pan for leaks or cracks. Drain hot water heater. Remove sediment from the bottom of the tank
	Annual
	

	Filters
	Remember to clean or replace filters once a month, or as needed. Check and clean dryer vent, air conditioner, stove hood and room fans. Keep heating and cooling vents clean and free from furniture and draperies.
	Monthly
	

	Safety Equipment
	Ensure that all smoke detectors, carbon monoxide detectors and fire extinguishers are in good working order. Replace batteries in appropriate devices as needed, or at least twice each year.  Test GFI receptacles in kitchen, bath and exterior areas.
	6 months
	

	Refrigerator
	Make sure your refrigerator door seals are airtight. Test them by closing the door over a dollar bill. If you can pull the bill out easily, the latch may need to be adjusted or the seal may need to be replaced. In addition, if you have a coil-back refrigerator, vacuum the coils at least twice each year. Your refrigerator will run more efficiently with clean coils. Also, stock up! A full refrigerator uses less energy than an empty one.
	6 months
	

	Stove
	Clean oven and surfaces thoroughly. Check for dust and debris surrounding. 
	6 months
	

	Range Hood
	Wash fan blades and housing.
	6 months
	

	Faucets
	Check for leaky faucets in kitchen and bathroom(s). Replace washers as necessary
	6 months
	

	Toilets
	Check for leaks and water run-on.
	6 months
	

	Interior Caulking
	Inspect caulking around tubs, showers, and sinks; replace any if it is deteriorating.
	Annual
	

	Paint
	Check for peeling or cracked paint on walls and around doors, windows and baseboards. 
	
	

	Garbage Disposal
	Tighten drain connections and fasteners.

	Annual
	

	Clothes Washer
	Clean water inlet filters; check hoses and replace them if they are leaking
	Annual
	

	Clothes Dryer
	Vacuum lint from ducts and surrounding areas
	6 months
	

	Wiring
	Check for frayed cords and wires; repair or replace them as needed.
	6 months
	

	Carpet
	Steam or clean.  Check for wear areas, pulled fibers.
	6 months
	

	Thermostat
	Clean heat sensor, contact points, and contacts; check accuracy and replace thermostat if it is not functioning properly.
	6 months
	

	HVAC System
	Check system components for debris, loose connections or leaks.  Clean all vents, vent casings and replace or clean filters regularly.  Have a professional tune up your heat/air conditioning system. 
	Annual
	

	
	DISASTER PREPAREDNESS
	
	

	Safety
	Have a plan for securing home and evacuation.  This guide is just a reminder- use emergency services programs to create a full disaster and emergency plan for your family whether you remain in the home or evacuate to a shelter. 
	
	

	Property
	Ensure that all trees are properly trimmed of loose or old branches.  Remove coconuts or other growths that can come loose.  Remove and safely secure all loose items in yard including play equipment, trash cans, landscaping objects, bicycles, lawn maintenance equipment.  Anything not secured can become airborne and cause damage to yours or others property.
	Annual and before hurricane season
	

	Exterior
	Store and check storm shutters for easy access and make sure any fasteners are readily available.  Have a plan for installation help when the need arises.  
	
	

	Interior
	Check for areas where blowing wind and water can enter home.  Have a plan for securing doors and windows in the event of a storm. 
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