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NSP Single-Family Development and Sales Program Manual:
City of Nappanee (Elkhart County, Indiana)

I.

Purpose and Executive Summary

The purpose of this Manual is to govern the implementation of single-family acquisition,
rehabilitation and home sales programs being carried under NSP Agreements with The City of
Nappanee as Sub-recipient of Elkhart County, Indiana. The Manual includes policies and procedures
to be followed regarding eligible uses of NSP funds, property acquisitions, rehabilitation/construction,
marketing, intakes/applications, counseling, sales, and recapture-resale control mechanisms.
In July of 2008, Congress passed the Housing and Economic Recovery Act of 2008 (HERA) which made
$3.9 billion in funding available to cities, counties and states to counter the effects of excess foreclosed housing units
and neighborhood deterioration. These funds were designated as the Neighborhood Stabilization Program (NSP). The
NSP Program was extended and expanded twice under title XII of the American Recovery and Reinvestment Act of
2009 (ARRA), and by Section 1497 of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010
(Dodd-Frank).
NSP was established for the purpose of stabilizing communities that have suffered from foreclosures and
abandonment by the purchase and redevelopment of foreclosed and abandoned homes and residential properties,
promote property reuse and neighborhood stability and build local capacity to effectively acquire, manage, rehab
and sell properties to ensure that homeownership and rental housing are available to low- and moderate-income
persons.
On or about September 29, 2008, the US Department of Housing and Urban Development (HUD) announced
expansion of recipient eligibility criteria and accompanying regulations, known as NSP3. Elkhart County
Government received notification of its eligibility to receive an allocation of NSP3 funds. Upon completion of
HUD's acceptance requirements which included HUD approval of the County’s NSP3 Action Plan (Appendix
2), Elkhart County was allocated $1,193,194.00 to combat neighborhood deterioration caused by excess
foreclosed / abandoned housing units through acquisition, rehabilitation and disposition of foreclosed homes to
income eligible households.
March 10, 2011 Elkhart County entered into an Agreement with HUD pursuant to the authority of section 1497 of
the Wall Street Reform and Consumer Protection Act of 2010 (Dodd-Frank Act – Public Law 111-103;
7/21/2010), Title XII of Division A of the American Recovery and Reinvestment Act of 2009 (Recovery Act Public Law 111-5; 2/17/2009) and sections 2301 – 2304 of the Housing and Economic Recovery Act of 2008
(HERA - Public Law 110-289; 7/30/2008). This Agreement established project partnership enabling Elkhart
County to implement/utilize NSP3 funds in the implementation of the project known as NSP3.
On October 24th 2011 Elkhart County entered into an Agreement with the City of Nappanee to collectively
implement and administer the NSP project as outlined in the HUD approved Action Plan. This agreement
summaries the responsibilities and requirements necessary to implement NSP3 program benefiting the City of
Nappanee (Appendix 3).
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Requirements / Restrictions
NSP3 funds in the amount of one million one hundred ninety-three thousand one hundred ninety-four
dollars ($1,193,194.00) are obligated for use in compliance with the HUD approved Action Plan,
HUD Award Agreement, and the Agreement between County and City. These amounts represent the
total NSP3 funding allocated to the County and contingent upon the City’s performance and not an
entitlement to a certain grant amount, and shall only be disbursed for approved projects and costs.
It is a strict requirement that all project activities of NSP3 funds must be completed by March 9,
2014. In addition, no less than 50% of NSP3 funds must be expended and drawn by March 9, 2013
($596,597.00) and 100% of NSP3 funds must be expended and drawn by March 9, 2014
($1,193,194.00).
NSP3 project activities are required to be an Eligible Activity and align with CDBG National
Objectives. The program must ensure and document that NSP3 activities meet LMMI national
objective, eligible use, allowable cost, and eligible activity requirements of the NSP Notices and
CDBG Regulations. The program must ensure that any expenditure of NSP3 funds will be in
compliance with all requirements, and acknowledges that NSP3 funds will only be provided as
reimbursement for eligible costs incurred, including actual expenditures or invoices for work
completed.
Additionally, the program must ensure that project plans and activities benefits all members of the
community without regard to race, color, national origin, sex, religion, familial status or disability.
The program will take affirmative steps to ensure that no person is denied the benefit of housing or
housing-related services for any of the foregoing reasons.
It is also required that AT LEAST 25% of NSP3 funds be expended to provide housing to individuals or
families earning at or below 50% of the Area Median Income (AMI) through the purchase and
redevelopment of abandoned and/or foreclosed homes or residential properties. In addition, all activities
funded by NSP3 must benefit low- and moderate-income persons whose income does not exceed 120%
AMI.
NSP3 funds can only address abandoned and/or foreclosed properties to provide permanent housing. NSP3
funds cannot be used for group homes or shelters.
The NSP3 regulations allow for four types of activities to be undertaken:
1.
Establish financing mechanisms for the purchase and rehabilitation of foreclosed homes and
residential properties.
2.
Acquiring and rehabilitating homes and residential properties that have been abandoned and/or
foreclosed upon in order to sell, rent or develop such homes and properties.
3.
Demolish blighted foreclosed and/or abandoned residential properties.
4.
Redevelop demolished and/or vacant residential properties.
In the implementation of project activities, the program must undertake only those activities permitted
and must comply with all provisions of the Agreement between the County and City, and project
requirements in the Action Plan. Funds may be used to pay eligible costs arising from eligible uses
provided activities to which such costs are related and are carried out in compliance with all
applicable requirements. In particular
Acquisition – No acquisitions may occur without site specific environmental clearance, and
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determination of the applicability of URA provisions.
Demolition – Primary structures on properties acquired or contributed to may not be demolished
unless they are declared as blighted by the City and/or the County.
Construction/Rehabilitation/Reconstruction – The program may use NSP3 funds for the
construction, rehabilitation or redevelopment of properties as approved by the County and permitted
by the Agreement between the County and City and shall implement the requirements in the Action
Plan as applicable to all projects.
NSP regulations require that the program acquire properties at a discount. The minimum discount required by NSP
is 1% from the current appraised value. In addition, the sale of the unit shall not exceed the total investment made
(e.g. acquisition, carrying costs, rehabilitation cots, marketing and sales costs). The cost of maintaining the
property in a static condition (e.g. routine yard maintenance, boarding/securing the property) is not to be factored
into the ultimate sales price, but may be paid for under an approved developer’s fee.
Proceeds received prior to July 30, 2013 must be used as program income for the same NSP funded activity which
generated it. Proceeds received after July 20, 2013 are no longer required to be returned to HUD for deposit with the
US Treasury, however, this program income will be required to comply with CDBG guidelines for the use of program
income and future HUD guidance or directives.
NSP regulations allow no more than 10% of the grant and any program income to be utilized for
administration costs incurred in management and implementation of the NSP3 program. These funds may
only be used for administration of NSP3 and may not be used to finance the broader governmental functions of
the awardee and/or subrecipient.

Administrative Set-Up
Roles and Responsibilities
Elkhart County and the City Nappanee will share roles and responsibilities to successfully implement the NSP3
program through eligible activities. This includes oversight of the purchase and rehabilitation/redevelopment of
foreclosed and/or abandoned homes to stabilize neighborhoods affected by large numbers of foreclosures. The
City intends to partner with a developer or developers to streamline the implementation of these activities. The
intent of the program is to sell rehabilitated/redeveloped properties to ensure that homeownership and rental
housing are available to low and moderate-income citizens. The program’s primary strategies include: 1.Establish
financing mechanisms for the purchase and rehabilitation of foreclosed homes and residential properties; 2.
Acquiring and rehabilitating homes and residential properties that have been abandoned and/or foreclosed upon in
order to sell, rent or develop such homes and properties; 3.Demolish blighted foreclosed and/or abandoned
residential properties and 4. Redevelop demolished and/or vacant residential properties.
Program activities will focus within the target area known as Napp1 which encompasses a majority of
City limits. Target area map can be found at Appendix 4
Activity goals include:
1.
Acquisition of no less than 3 abandoned and/or foreclosed residential properties
2.
Demolition of no less than 1 vacant abandoned and/or foreclosed residential property
3.
Rehabilitation or redevelopment of no less than 4 acquired abandoned and/or
foreclosed residential properties
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II

Staffing and Support Plan

Internal Staff and Support:
NSP3 Oversight Committee (Oversight Committee) – This committee consists of 4 appointed individuals;
the Mayor, the County Grants Administrator, the Clerk Treasurer and the Code Enforcement Officer. The
Committee’s duties include: implementation and administrative oversight, approve processes, financing
limits, establish staff authority, create responsive structure for board decisions, monitor pipeline of housed
and end-users, establish parameters for permanent financing for rental properties, approve reporting
schedule, articulate goals regarding; reserves, overruns, managing staff, accounting, staff capacities, fund
accounting and community relations. The Oversight committee will procure an administrative
Consultant (through the City) which will report directly to the committee.
County – implementation and administrative oversight
The County Grants Administrator will monitor all program activities and conduct progress inspections
of work completed and review of project files and information to protect its interests as lender and
regulatory authority for the project, and will provide information to the City regarding any progress
inspections or monitoring to assist it in ensuring compliance. The County’s review and approval of
the work will relate only to overall compliance with the general requirements of the Agreement
between the County and City, NSP3 requirements, and all County regulations and ordinances. The
County Grants Administrator will serve on the Oversight Committee.
The County (The County Grants Administrator) will report to HUD via the Disaster Reporting
Government Assistance (DRGR) system and on www.FederalReporting.gov in a timely manner as
required by HUD. The County Grants Administrator is responsible for management of, and inputting
expenditure and status data into, the DRGR system.
The County Grants Administrator will manage all draws of NSP3 funds from HUD and payment of
valid and properly documented draw requests from the City. The County will process requests for
disbursements of NSP3 funds, in a timely manner. The County will clearly and promptly describe
any deficiencies identified by the County that prevent a drawdown or portion of a drawdown request
from being approved. Funds drawn down will be deposited into the County’s NSP account. The
County will then transfer funds to the City’s NSP account for disbursement. The Clerk Treasurer will
manage final disbursements.
Program Contracts:
Administrative Consultant (Consultant): Provide recommendations to the Oversight committee
regarding implementation and monitoring of all aspects of the NSP Program. This contractual role was
procured using a Request for Proposal process resulting in a negotiated fixed price contract.
The consultant will be responsible for monitoring developer progress and developer compliance
with NSP regulations including reviewing, reporting and making recommendations to the oversight
committee on;
acquisition, work write-ups, cost estimating, environmental reviews, material lists, prioritizing
purchase opportunities, contracts, change orders, inspections, construction management,
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evaluating vendor capacities and expertise, procurement process and structure, rehab standards
and design specifications, budget and time line monitoring
The consultant will report to the oversight committee on all aspects of drafting and recommending
changes to this Policies and Procedures Manual. The Consultant will assist with program
marketing, evaluation of financing mechanisms, evaluation of homebuyer needs and suggestions of
policy changes which may better meet homebuyer needs.
The consultant will coordinate reviews and approvals of documentation from developer,
developers’ service providers and homebuyers. Necessary approvals will be requested from the
oversight committee and its members, wherever practical, via electronic means to streamline the
program and reduce the time required for successful implementation. The consultant will evaluate
environmental reviews, environmental hazard clearance, homebuyer waiting list and eligibility
documentation from the developer and make recommendations of “approve” or “deny (with
explanations)” to the oversight committee. Approvals of payments will be transmitted to the County
Grants Administrator for DRGR input (with copies to the Clerk Treasurer for disbursement)

Developer – Developer will be procured using a Request for Proposals process which will result in a
negotiated contract. The final contract costs will be reviewed/negotiated by the Oversight committee
and Consultant for appropriateness. The developer is responsible for acquisition, rehabilitation,
demolition, and program delivery for individual properties and beneficiaries. Developers will take title to
approved NSP properties, rehabilitate, reconstruct, demolish and build new structures, then market the
resultant products to eligible NSP3 beneficiaries with oversight and approvals of the Administrative
Consultant and Oversight Committee.
The Developer(s) will be responsible for hiring and coordination of program delivery providers to meet
the requirements of the NSP3 Program and related implementation regulations and HUD guidance. It is
the intent of the City that wherever practical preference be given to local service providers within
Nappanee, Elkhart or adjacent counties. It is especially important to the City that preference be given to
Section 3 eligible businesses and individuals. Program delivery providers may be employees of the
developer or independent. They include:
Appraiser - Conducts an appraisal of the property prior to an offer being submitted to the seller.
Conducts a post-rehabilitation appraisal of the property to aid in determining the sales price.
Must be licensed to conduct appraisals in Indiana, must be familiar with the Nappanee market
and must follow NSP3 appraisal requirements including URA appraisal requirements of 49 CFR
24.103.
The appraisal must have been completed within 60 days of the offer made for the property (an
initial offer can be made, subject to the completion of the appraisal within 60 days of a final
offer).
Inspectors - Conduct necessary inspections of a given property during escrow period and draft
the scope of work to be completed during rehabilitation by the contractors. Inspectors in the
highly specialized fields of hazardous materials identification and abatement (eg. lead, asbestos,
mold), must be certified and/or licensed in the appropriate field.
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Homebuyer Counseling – the program requires households interested in purchasing a property
as part of the NSP3 program to complete 8 hours of homebuyer counseling. Counseling
services must be provided by a HUD Certified Organization. The Developer will contract
with one or more agencies that are qualified to provide pre-purchase counseling and
homebuyer education to prospective homebuyers.
Construction Contractors Responsible for the execution of the scope of work/rehabilitation
Property Manager(s) - Responsible for the care of multi-family properties upon the close of
escrow, the marketing of rental properties to income eligible household after the completion of
rehabilitation and long term administration of these rental units as affordable rentals.
Asset Manager - Responsible for the care of single-family properties upon the close of escrow
and for the marketing and disposition of the property after the completion of rehabilitation.

III. Key Terms of NSP Financing
Developer’s expenditures for program delivery will be limited and will be governed by the Developer
Agreement. The sample developer agreement, attached as Exhibit 5, will be used as a starting point
for a negotiated contract(s)

A.

Approval and Funding of Demolition Costs

Primary structures on properties acquired or contributed to may not be demolished unless they
are: 1) declared as blighted in a written notice provided by Grantee or 2) determined not to be
economically feasible to rehabilitate to a condition in which the home is marketable to NSP
Buyers. Unless otherwise agreed to in writing, Developer must fund the cost of demolition (if
any) out of the NSP funding that is made available in the NSP Developer Agreement or the
developer’s own funds.

B.

Maximum NSP Expenditure per Dwelling Unit

Developer must receive written approval of a property-specific Project Budget prior to any
expenditure. The average NSP3 expenditure per unit will not exceed $150,000 and the
maximum expenditure per unit will not exceed $177,594. These limits are governed by the
County City Agreement and cannot be exceeded without prior written approval from the
County.

C.

Maximum Development Subsidy per Unit

The development subsidy per dwelling unit is defined as the amount of NSP-funded
investment in excess of the market value that does not have to be recaptured from Developer
or the homebuyer. See Section IX. of this Manual for more detailed requirements. Maximum
mortgage assistance per buyer is set at S60,000. Maximum cash down payment assistance per
buyer is set at S30,000. These limits are governed by the County City Agreement and cannot
be exceeded without prior written approval from the County.
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D.

Developer Fee Allowed Per Dwelling Unit

Amounts are established within the Agreement between Developer and Grantee. Developer
will be procured using a Request for Proposals process which will result in a negotiated
contract. Scoring of proposals will include costs and the final contract costs will be
reviewed/negotiated by the Oversight committee and Consultant for appropriateness.

E.

General Contractor Fee Allowed

All amounts are established within the Agreement between Developer and Grantee. All
general contractors performing work on NSP-assisted projects must be properly licensed.
Developer will be procured using a Request for Proposals process which will result in a
negotiated contract. Scoring of proposals will include costs and the final contract costs will be
reviewed/negotiated by the Oversight committee and Consultant for appropriateness.

F.

Allowed Sales Fee or Commission and Marketing Costs

Amounts are established within the Agreement between Developer and Grantee. Developer
will be procured using a Request for Proposals process which will result in a negotiated
contract. Scoring of proposals will include costs and the final contract costs will be
reviewed/negotiated by the Oversight committee and Consultant for appropriateness.

G.

Allowed Amount of NSP Homeowner Financial Assistance Per Buyer

NSP Homeowner Financial Assistance per buyer cannot exceed the amounts and must
conform to the terms described in Section XI in this Manual. Maximum mortgage assistance
per buyer is set at S60,000. Maximum cash down payment assistance per buyer is set at
S30,000. These limits are governed by the County City Agreement and cannot be exceeded
without prior written approval from the County.

H.

Repayment of Net Proceeds of Sale

Upon sale of an NSP-funded home, Developer will transmit the net proceeds of sale to
Grantee. Net proceeds of sale are defined as follows:
1.

The sale price of the home;

2.
(Minus) the amount of any Homeowner Financial Assistance provided
to buyer, as defined herein and described on the settlement statement;
3.
(Minus) Developer costs of sale as documented by the settlement
statement, including but not limited to real estate broker fees and seller-paid closing
costs;
4.
(Minus) The current fair market value of any real property contributed
by Developer (e.g. a lot or home), in accordance with Section V below. (Developer
cannot be reimbursed for NSP-funded acquisition costs.)
5.
(Plus) Any reimbursements to Developer of costs previously paid or
reimbursed with NSP funds, such as pro-rated taxes and assessments.
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I.

Reuse of Net Proceeds of Sale

The amount of each repayment to Grantee of net proceeds of sale may be added to
Developer’s allocation of NSP funds and be available to Developer to perform additional NSP
activities as approved in writing by Grantee during the period of performance in the NSP
Agreement. After that period concludes, any remaining allocation to Developer will expire.
Such additional allocation amounts are subject to recapture and reallocation by Grantee if
Developer fails to perform in accordance with the agreed-upon delivery schedule.

IV.

Property Acquisition
A.

Eligible Properties
Eligible properties must meet the following criteria:
1.

Must be located in an NSP Target Area(s) indicated in the NSP Action

Plan.
2.
Must have no substantial adverse environmental factors as determined
by an environmental review. See Section G below;
3.
Must have Grantee’s advance approval in writing for properties with
more than one dwelling unit on site or where Developer proposes to acquire two or
more small dwelling units to combine to create a more livable and marketable home;
4.
Must otherwise be suitable locations for marketing and resale of homes
to income-qualified homebuyers.
5.
Must be unoccupied and have no personal possessions on site. If
Developer discovers that a property is occupied or has personal possessions on site,
Developer must immediately abandon the investigation and inform the seller that the
property will not be considered for purchase. On an exception basis and only with
advance written permission from Grantee, Developer may investigate an occupied
property for possible purchase—in the event of which Developer will be obligated to
follow all relocation requirements described in Section IV below.
6.
Must be in one or more of the following NSP property categories and
only as indicated in the NSP Agreement. For example, Developer may not acquire a
vacant or blighted property unless the Agreement allows acquisitions in that category.
The developer will provide documentation verifying the status of the property and
eligibility of the property category to the consultant prior to authorization for
acquisition with NSP funds;
a) 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
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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 an NSP grantee, subrecipient, developer, or end user.
b) Vacant or Abandoned: A home or property is vacant or abandoned
when;
mortgage or tax foreclosure proceedings have been initiated for that
property, or
no mortgage or tax payments have been made by the property owner for
at least 90 days, or
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
a property has had a structure at some time in the past but currently does
not have any improvements, or,
the structure has been unoccupied for at least 90 days and has no bona
fide tenant with rights of occupancy.
c) Blighted: A structure is blighted and qualified for demolition with
NSP funds when it exhibits interior and/or exterior signs of deterioration
sufficient to constitute a threat to human health, safety, and public welfare. To
be considered blighted under the terms of any NSP Agreement, the appropriate
public entity with jurisdiction must declare the structure blighted.
7. Must 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 writing by Grantee prior to Developer making
an offer.

B.
Acquisition Objectives for Serving Households at or Below 50% of
Area Median Income (AMI)
The NSP program requires that Grantee spend at least 25% of its NSP award on developing
homes and rental units that are reserved for households at or below 50% of AMI. Grantee, in
turn, has given quotas for such units to some of its NSP Developers that may be smaller or
larger than 25% of the funding allocation to the Developer. Developer’s quota, if any, is stated
in Developer’s NSP Agreement. Because it is crucial that Grantee meet the overall
requirement, Developer must designate specific properties being acquired as restricted to
future occupancy by households at or below 50% of AMI. Further, Developer must give
priority to acquiring homes for households at or below 50% of AMI as stated in the NSP
Agreement..

C.

Property Investigations

Developer is responsible for property investigations and will recoup the costs of investigations
through a developer fee, if such fee is indicated in the NSP Agreement. Developer will identify
potential properties for acquisition by researching public records, obtaining proprietary data
9

about recent and pending foreclosures, contracting with real estate brokers and/or other
effective methods. Prior to making an offer, Developer will complete the following tasks and
review documentation with the Consultant:
1.
Inspect the site conditions and structures and complete a preliminary
rehab/construction cost estimate in format that is acceptable to the Grantee;
2.
Complete a Project Budget that includes all proposed NSP-funded
expenses for acquisition, site work, rehab/construction, holding costs, marketing/sales
costs, closing costs, developer fee, and other soft costs;
3.
Obtain a full URA-compliant independent appraisal indicating the as-is
market value of the property to determine the cost-reasonableness of the asking price
or proposed offer price and for the purpose of verifying the sale price is at least 1%
below market value.
4.
Verify and document in a property file 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;
6.
If an occupied property is pursued (ONLY 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. Complete a relocation plan
prior to making an offer;
7.
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.

10

D.
Grantee Approval of Property Acquisitions or Contributions of
Developer-Owned Properties
Developer will follow these procedures in order to obtain Grantee’s approval prior to
acquiring properties for this program or contributing properties to this program.
1.
Transmit electronically a property information package to Consultant
that includes the following;
a) A detailed rehab work write-up and cost estimate, or new construction plans,
material specifications and cost estimate. New construction cost
estimates may be based on the plans for one of Developer’s
standard new home products, which may be substituted later with
other plans with Grantee’s written approval. Rehab and new
construction estimates will include a contingency line item of 5% 20%. The amount of contingency will be based on needs of the
specific property or project and the amount will be subject to
grantee approval.
b) A development description and Project Budget in spreadsheet form with backup
documentation as agreed upon. See draft budget worksheet in
appendix 6.
c)

A preliminary appraisal indicating the as-is property value.

c) A complete copy of the draft Purchase Agreement with the NSP-required
conditional purchase agreement addendum. See Appendix 5 for
the approved language, which makes the offer conditional upon an
approved environmental review and the contract price being at
least 1% less than market value as indicated by an appraisal to be
obtained by Developer. If the agreement calls for Developer to pay
for taxes or other liens or assessments in arrears, those amounts
must be added to the contract price for purposes of calculating the
discount from market value.
d)
A copy of the Notice of Voluntary Acquisition that will
be transmitted to the seller. See Appendix 7 for an example of this form
f)
Evidence that the property is foreclosed, abandoned or vacant.

E.

Properties with Primary Structures Requiring Demolition

Written advance permission of Grantee must be obtained before offers may be made on
properties on which the primary structure is blighted or beyond repair and therefore requires
demolition. Deteriorated accessory buildings that may require demolition must be included in
the work write-up and cost. Upon Grantee approval of project work write-ups or plans and
specifications, these accessory buildings may be demolished.
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F.

Purchase Offers

Developer will manage purchase offers as follows:
1.
Obtain written approval via email or hard copy from Grantee (thru the
Consultant) before presenting the offer.
2.

Transmit signed Notice of Voluntary Acquisition to seller.

3.
Execute and transmit purchase agreement to seller with the required
addendum (see appendix 7). Include with the transmittal a Seller Certification Form to
be executed by the seller. See Appendix 7. If the seller will not execute the
certification form, assure that other due diligence is completed in accordance with
Section 3(d) to determine that the property does not have a bona fide tenant.

G.

Environmental Review

Grantee, thru the administrative Consultant, is responsible for completing Tier 1
environmental assessments of NSP target areas. Developer will complete a Tier 2, sitespecific environmental review, using the following steps:
1.
2.
3.
4.
5.
6.

7.

8.

Review Tier 1 Environmental Review.
Complete the Grantee’s approved ER form for specific property
Complete consultation as necessary including Section 106 Review
Evaluate mitigation options
review mitigation recommendations with Consultant
Submit the completed ER form (including all written comments,
consultation and 106 clearance letter from the SHPO) to Consultant for
approval
Consultant submits ER recommendation to Oversight committee for
determination and if approved, submits combined notice advertisement
to Clerk Treasurer for publication.
Consultant transmits determinations and RROF to County
Administrator for transmittal to HUD

3.
When Grantee has given written approval or denial of the ER, inform
the seller. If the ER is denied, abandon the transaction. Approval must be obtained
before closing the purchase of the property.

H.

Appraisals

Developer will obtain appraisals as follows:
1.
As-is appraisal of foreclosed properties: For any foreclosed property
being acquired by Developer pursuant to an NSP Agreement, obtain 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. If the appraisal was completed prior to making the
offer, it may not be more than 60 days old at the time that the purchase agreement is
12

executed. This appraisal is in addition to any preliminary or internal appraisal
completed during the initial property investigation, unless a full appraisal was
performed at that time and the full appraisal is not more than 60 days old at the time
that the purchase agreement is executed.
2.
After-construction/rehab appraisal: For any NSP property that will be
developed and sold to owner-occupants, Developer will obtain an after-rehab or afterconstruction appraisal of market value. This appraisal will be used to establish the
sales price of the home, as described in Section I below, and may be completed at any
time prior to the home being priced and offered for sale.

I.

Closings

The following procedures will be followed for closings on properties acquired by Developer:
1.
Obtain a title policy binder for the property.
2.

Complete legal review and approval of the closing documents.

3.
Prepare an Acquisition Draw Request for Grantee and transmit to
Grantee along with an electronic copy of the property appraisal.
4.
When the draw request has been approved by Grantee and submitted
through the DRGR system, schedule the closing; the Draw Request must be submitted
at least 10 days prior to the scheduled closing date.
Draw requests first have to be processed by Grantee internally, then require
three to four days to process with HUD. Then, the Grantee and Developer 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.
5.
Confirm that Grantee has wired or otherwise paid the required funds
into an escrow account for the closing;
6.
Execute a promissory note and mortgage deed (or deed of trust) in favor
of Grantee for an open-ended amount, with the maximum amount equal to the
projected NSP funding described in the Project Budget or other amount approved by
Grantee.
When the closing is completed, assure that grantee receives copies of the deed and settlement
sheet. If Grantee has agreed in advance to a purchase, subject to Developer’s payment for liens
or other encumbrances, copies of all documents justifying those payments must be transmitted
as well.

13

V.

Properties Contributed by Developer

Developer may contribute to an NSP project a property owned by Developer only as specified in the
NSP Agreement. If such contributions are allowed and Developer proposes to be paid for the
contribution from the sale proceeds of the redeveloped property, Developer must obtain an
independent full appraisal of the property’s market value at Developer’s cost and transmit it to
Grantee. If Grantee deems the appraisal acceptable, Developer may include the appraised value in the
Project Budget and be funded for that cost when the home is sold, to the extent that proceeds of sale
are available. Grantee at its sole discretion may obtain another appraisal at its cost and determine a
reasonable value for the contribution of the property.

VI. Relocation of Occupants and Tenant Protections
It is the intent of the Grantee to reject projects which may involve relocation or displacement of bona
fide occupants. Any such projects contemplated by the developer must be authorized in writing and
in advance of any offers to acquire properties using NSP funds. Federal Uniform Relocation Act
requirements must be followed in the event that Developer acquires an occupied property—either
inadvertently or with the advance permission of Grantee. In such events, Developer will be required
to 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. In addition,
Developer must observe all requirements of federal laws protecting tenants who reside in properties
foreclosed on or after Feb. 17, 2009, including without exception allowing a bona fide tenant to
remain in residence for the term of the lease or 90 days, whichever is longer.

VII. Rehabilitation, New Construction and Reconstruction
A.

General Responsibilities

Respective responsibilities of Developer and Grantee are as follows:
1.
Developer shall be responsible for preparing plans and specifications
(or work write-ups) that conform to program rehab/construction standards (see Appendix
8), estimating rehab/construction costs, managing contract awards, and managing the
construction process. Developer assumes all risks of cost overruns in excess of the
construction and contingency budget line item in the previously approved Project
Budget, unless Grantee (represented by the Oversight Committee) approves a revised
Project Budget.
2.
Grantee (represented by the Oversight Committee) is responsible for
approval of project, providing and interpreting Rehab/Construction Standards; approving
plans, specifications and estimates for projects; monitoring the work; and approving
draw requests.
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B.

Plans and Specifications

Developer is responsible for completing plans and specifications (or work write-ups) which
conform to Grantee’s Rehab/Construction Standards and which are in a form approved by
Grantee. See Appendix 7. Plans/specifications and work write-ups will include the
following:
1.
General requirements for which the builder is responsible (permits, fees,
mobilization, site utilities, site security, builder’s risk insurance, homebuyer warranty,
etc.);
2.
Site plans, if new structures, fencing, landscaping or other site
improvements are being provided;
3.
Working drawings and materials specifications, for any new
construction or substantial rehabilitation;
4.
Rehab work write-ups that show quantity, size, and materials
specification for each work write-up item to enable Developer to create accurate cost
estimates.
5.
For structures built before 1978, the plans and specifications must
address remediation of any lead paint and must include provisions for post rehab
environmental hazard clearance certifications according to HUD NSP guidelines.

C.

Cost Estimates

Developer is responsible for producing cost estimates including builder overhead and profit in
a form approved by grantee, as follows:
1.
Rehab cost estimates will be completed in a line-item, work write-up
format with one work item per line unless an alternative form of estimate is approved
in writing by Grantee;
2.
Cost estimates for construction of new structures and substantial
rehabilitation will be based on take-offs from the working drawings of the quantities of
materials and labor required or compilations of costs for similar and recently-built or
renovated structures;
3.
Site improvement cost estimates will be completed for each
improvement and based on take-offs of quantities of materials and labor required;
4.
The cost estimate will be used to determine the cost reasonableness of
bids. The Developer may obtain bids informally, utilizing internal processes; however,
the Grantee expects Section 3 and local contractors to be utilized wherever possible.
The Contractor shall provide names, addresses, and bid amounts for bids received to
the Grantee upon request;
5.

Work to be completed by Developer acting as general contractor. The
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cost estimate for each NSP project must be reviewed by Grantee to determine costreasonableness and approved by Grantee. When approved, the cost estimate becomes a
schedule of values which is used by Grantee’s construction inspector (the Nappanee
Building Inspector) to determine the value of work completed for the purpose of
approving draw requests.

D.

Construction Monitoring Inspections

The Grantee’s and Developer’s roles and responsibilities are as follows:
1. Developer is responsible for monitoring the quality, completeness and conformity to
specifications of all work performed by third party contractors, and--if Developer is also the
general contractor--all work performed by Developer’s personnel or subcontractors;
2. The City Building Inspector, or the consultant should accompany Developer’s
representative in all construction meetings, construction draw inspections, and the punch list
inspection. Representatives of the Oversight Committee shall have access to all such
meetings for their convenience and to ensure open and timely communication throughout the
process. Grantee may approve draw requests or deny all or a portion of a draw request for
cause.

E.

Construction Draws

Construction draw requests will be presented to Grantee in a form approved by the grantee
along with lien waivers and any other required attachments described on such form.
Construction draw requests may include requests for reimbursement of soft costs in the
approved Project Budget, up to the aggregate total amount of the line item budget amounts for
construction and soft costs. See Section VIII for additional requirements for draws of NSP
funds. Grantee is responsible for reviewing, approving and processing draw requests in a
timely manner.

F.

Change Orders

Developer may approve change orders up to a combined amount equal to the
rehab/construction contingency budget line item. Developer is responsible for all construction
costs exceeding the contingency budget amount, unless Grantee at its sole discretion approves
a revised construction budget and Project Budget and reviews and approves a change order for
additional scope of work and costs in excess of the total construction budget.

G.

Punch List, Final Inspection and Final Draw

Developer’s and Grantee’s representatives must jointly approve the punch list during or
immediately after the punch list inspection and approve the clearing of punch list items after
subsequent inspection(s). All punch list items reasonably required by Grantee must be
included. Upon satisfactory completion of the punch list items, and all applicable paperwork,
Grantee will issue a notice of final completion to Developer. The final draw will include the
payment of any remaining eligible construction costs, construction retainage, applicable soft
costs and the portion of the developer fee payable upon completion of construction.
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VIII. Funding of Construction Work and Soft Costs
NPS funds are available for funding the construction work and soft costs that are indicated in the
Project Budget, up to the NSP funding amounts stated in the Project Budget. Developer is responsible
for obtaining other funding indicated in the Project Budget and any additional funding required in the
event that costs exceed the total amount of the Project Budget. Developer will follow these procedures
with draws of NSP funds:

A.

Fees and Interest Payments

Fees and interest payments for lines of credit and construction loans are not eligible costs for
reimbursement by Grantee with NSP funds and will not be counted toward the total cost basis
of the redevelopment of the property. Grantee’s intent is to pay for these costs indirectly
through payment of the developer fee.

B.

Construction Costs

Construction costs will be funded by Grantee as follows:
1.
If all construction work is carried out by a general contractor or multiple
contractors, contractor(s) will prepare a draw request or invoice which indicates a 10%
retainage. The aggregate retainage amount for a contractor will be included in contractor’s
final draw request or invoice, which will be presented to Grantee after final completion of the
project;
2.
If Developer is also acting as general contractor, Developer will follow any
special requirements in the NSP Agreement for charging general contractor fees and nonsubcontacted construction costs, as well as processing draws. In addition, there will be a 10%
retainage for all general contractor and subcontractor costs for each draw, including a
retainage on any general contractor fee. The aggregate retainage amount for the general
contractor and subcontractors will be included in contractor’s final draw request or invoice,
which will be presented to Grantee once the punch list has been completed.
3.
Requests for NSP funding of soft costs must be accompanied by invoices or
other documents from subcontractors or other third parties indicating payment of eligible
rehab/construction and soft costs as indicated by the line items in the Project Budget.
4.
Developer fees will be paid in three installments as indicated in the NSP
Agreement—upon acquisition, completion of rehab/construction, and sale of the home.
Developer will submit an invoice to Grantee for the fees due upon acquisition and completion
of rehab/construction. Developer will be paid the third installment of the developer fee from
the proceeds of the sale after the sale has closed and Developer has provided to Grantee all
required documentation regarding the project, the buyer’s eligibility and the sale.
5.
The terms of the NSP Agreement determine whether the Developer Fee is
calculated as a fixed dollar amount or a percentage of total development costs, not including
the fee. However, if the fee is calculated as a percentage, once calculated in the original
Project Budget, the fee amounts will be fixed dollar amounts. If actual total project costs
exceed or are less than the budgeted amounts, the developer fee will remain the same.
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IX. Pricing of Homes and Development Subsidies:
Developer will set an asking price for NSP homes that is the lesser of the after-construction/ rehab
market value, or total development costs.

A.

After-Construction/Rehab Market Value

Developer will obtain an after-construction/rehab appraisal as described in Section H above.
This appraised value will be the asking price for the home unless it is higher than the
estimated total development cost of the home, in which case the price will be the same amount
as the total development cost. Total development cost includes all acquisition,
rehabilitation/construction and soft costs including the developer fee and any costs of
providing down payment and closing cost assistance – regardless of the source of funds.

B.

Adjustments in Asking Price

If no qualified offer is received within 60 days of first marketing a home, Developer may
reduce the asking price by 5%. If no qualified offer is received after final completion followed
by 60 days of best efforts in marketing a home, Developer may reduce the original asking
price by up to 10%, including previous adjustments, if any. Developer may make additional
price reductions only with the written approval of Grantee. In any case, Developer may reduce
asking prices only after making diligent and continuous efforts to market and sell a home.

C.

Setting and Adjusting the Contract Price

In executing a home sales agreement, Developer may not agree to a contract price that is less
than the amounts described above without the written approval of Grantee, except that
Developer may amend the contract price in a home sales agreement to be equal to the market
value of the home as determined by a first mortgage lender’s appraisal.

D.

Adjustment in Contract Price

For purposes of NSP compliance, any such reduced prices shall be considered to be the current
market value of the home, regardless of the value determined by any prior appraisal. Note that
no NSP Home can be sold for more than the total development cost, per NSP rules.

E.

NSP Development Subsidy When Investment Exceeds Market Value

When development costs exceed market value, the portion of NSP funds advanced to the
project that are above the market value become a development subsidy to the project. Neither
the Developer nor the homebuyer is required to repay NSP funds used for an approved
development subsidy. (However, the homebuyer will be subject to recapture provisions for the
amount of any Homeowner Financial Assistance as defined herein—which subsidizes the
contract price of the home and possibly closing costs as well.)
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F.

Determining Market Value, to Establish the Development Subsidy The

development subsidy is calculated with the following formula, according to the HOME
program rules that are referenced as a “safe harbor” for the NSP program.
Total development cost
(Minus) current market value
(Equals) the development subsidy
If an NSP home is sold for a price equal to the after-construction/rehab appraised value, then
the appraised value is deemed to be market value. Moreover, if the price of a home has been
reduced due to a lack of qualified offers after adequate marketing and sales efforts over a
reasonable period of time (as described above), the reduced selling price will be considered
market value for purposes of calculating the development subsidy.

G.

Accounting for Expenditures

Developer will account for total NSP expenditures per home by means of assigning an
accounting code for NSP-funded or reimbursed expenses for each property and another
accounting code, if applicable, for non-NSP funded expenditures (if any). At the time of the
sale of an NSP-assisted home, Developer will provide Grantee with a complete accounting of
NSP expenditures for that home and non-NSP expenditures, if any. The separate accounting of
NSP and other funds used is required for establishing the maximum allowed sale price and
will provide necessary financial data on NSP-funded expenditures in the event of a HUD audit
of program activities.

H.

Possible Adjustments in Price at Time of Sale

Prior to closing any sale of a property, after actual total development cost is calculated as
described above, and the first mortgage lender’s appraisal has been received by Developer, the
sale price must be reduced to the lesser of the following two amounts if less than the contract
price: 1) the actual development costs, or 2) the amount of the first mortgage lender’s
appraisal.

X.

Marketing and Sales of NSP Homes
A.

Responsibility for Marketing and Sales

Developer is fully responsible for marketing NSP homes and selling them to qualified buyers.
If an NSP home does not sell in a timely manner and this results in cost overruns that cannot
be paid out of contingency funds, Developer will be responsible for paying the additional costs
unless, at the sole discretion of Grantee, the Project Budget is revised to provide additional
NSP funding.

B.

Marketing Plan and Budget

Prior to marketing the first completed home, Developer must obtain written approval from
Grantee for a program marketing plan and budget. The marketing plan will include the
following elements:
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1.

Methods of affirmative outreach to residents of target areas;

2.
Other means of advertising homes for sale, including such means as Multiple
Listing Service, advertising, flyers, etc.; printed materials and advertisements must include
equal opportunity language;
3.
Approved language for use in flyers, advertising and listings regarding income
qualifications of buyers and NSP financing being offered to buyers;
4.
Method and timing of prequalifying prospective buyers, in terms of NSP
income eligibility and eligibility for mortgage financing;
5.

Policy for managing a waiting list of potential buyers;

6.
Sample disclosure statements to be given and explained to buyers prior to
signing purchase agreements and at closing;
7.

Sample form of purchase contract.

8.
Provisions for establishing and adjusting sale prices that reflect the provisions
of Section 1 of this Manual.

XI. Homebuyer Application and Prequalification
Developer is responsible for the following tasks except that tasks A through I may be completed for
some or all clients by a pre-purchase counseling agency under contract to Grantee to assist
prospective NSP homebuyers. To the extent that prequalification tasks are completed for a prospective
buyer referred by such agency, Developer will obtain documentation that the tasks were properly
completed. Developer must keep documents on file and transmit electronic copies to Grantee’s
Consultant prior to entering into a home sales contract with a Buyer. The Consultant will review
documentation of Homebuyer income eligibility to assure compliance with NSP program
requirements.

A.

Application for NSP Assistance

Before a prospective buyer is referred to counseling or to execute a sales agreement for an
NSP-assisted property, the buyer must complete an Application for NSP Assistance. Attached
in Appendix 9 is a draft application. The information obtained in the application will be used-along with verifications--to determine a buyer’s eligibility to purchase an NSP home and to
receive NSP Homeowner Financial Assistance. While online and paper forms may be filled
out in advance by Applicants, the application will be completed in a face-to-face meeting with
a qualified representative of Developer.

B.

Evidence of Employment, Residence, Income and Assets

Developer will require Applicants to bring this evidence to the intake and application
interview in order to make an initial determination of eligibility.
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C.

Credit Report

During the intake interview, Developer will obtain, with the Applicant’s written permission, a
credit report that includes a credit score. Developer will review the report with Applicant and
explain any positive or negative data with regard to qualifying for purchase of an NSP home.

D.

Prequalification for First Mortgage Loan

Developer will determine whether buyer appears to be qualified to obtain a first mortgage
loan, based on the Buyer and co-buyer’s income, employment history, credit scores and other
factors. Developer is expected to coordinate with, and rely upon, lending institutions to
determine whether or not an Applicant has sufficient income to obtain a first mortgage loan in
the minimum amount necessary to purchase an NSP Home from Developer. An Applicant
whose application fails to meet a lenders prequalification standard will be given a written
notice of denial per lenders standard procedures.

E.

Certifying the Income Eligibility of Prospective Buyers

Developer will use the methods described in NSP3 regulations to verify and certify the
income-eligibility of prospective buyers. Required documentation (copies of driver’s licenses,
paystubs, etc.) will be kept in Developer’s files and copies sent to Grantee/Consultant as
described in Section S of this Manual. The income certification may be no more than six
months old at the time that the buyer and Developer enter into a purchase agreement. If older,
the buyer must be recertified. An Applicant whose application fails to meet the NSP eligibility
requirements will be given a written notice of denial as described in Section H, below.

F.

Prequalifying for NSP Homeowner Financial Assistance

Prior to referring prospective buyers for counseling, Developer will complete the income
certification described in E, above, and determine buyers’ eligibility for NSP Homeowner
Financial Assistance. Homeowner Financial Assistance will be provided in the form of a “soft
2nd mortgage” to bridge the Gap between the approved sales price and buyer funds from the
first mortgage and down payment. Maximum total assistance to be provided is as follows:
Buyer Household Income
Up to 50% AMI
51% to 60% AMI
61% to 70% AMI
71% to 80% AMI
81% to 90% AMI
91% to 100% AMI
101% to 110% AMI
111% to 120% AMI

Assistance Amount
Up to $90,000
Up to $85,000
Up to $80,000
Up to $75,000
Up to $70,000
Up to $65,000
Up to $60,000
Up to $55,000

NSP Buyers can use NSP Homeowner Financial Assistance to fund closing costs and up to
half of the required down payment amount, so long as they provide a minimum amount of
cash for the down payment or closing costs as an investment at risk in the property.
However, see “special considerations” below regarding FHA financing, which does not
allow the Developer to provide down payment assistance in any amount.
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Buyer Household Income
Up to 80% AMI
81% to 100% AMI
101% to 120% AMI

Minimum Cash-to-Close Requirement
$1000
$1500
$2,000

In most cases the Homeowner Financial Assistance will not require additional advances of
NSP funds. It is expected that the amount of NSP investment in a home prior to sale to
homeowners will equal or exceed the Homeowner Financial Assistance. In other words,
Homeowner financial Assistance is a paper transaction at settlement which will not require
additional cash. Any proposed additional Homeowner Assistance will require approval from
the City prior to closing.
Special considerations if FHA financing is being used by a buyer:
If the buyer is using FHA financing, the Developer is not allowed to provide any amount of
down payment assistance, even though the Developer can finance closing costs if they do
not exceed 6% of the sales price. Closing costs include reasonable fees allowed by the FHA
lender, prepaid taxes and insurance, recording fees and the up-front mortgage insurance
premium. Non-FHA lenders may have fewer restrictions or additional restrictions that the
Developer will have to comply with when providing down payment and closing cost
assistance.
Non-profit Developers working in the NSP program are required to register and be approved
to make second mortgages, pay closing costs, or other forms of NSP Homeownership
Assistance in conjunction with FHA insurance. (For-profit developers may not offer
financial assistance under FHA.) FHA is working on ways to streamline the process.

G.

Disclosures at Time of Application

Unless an Applicant is disqualified during the intake interview, he or she will be given hard
copies of preliminary disclosure documents that provide the following:
1.
An explanation of the NSP program in general terms and its benefits to buyers
and the community.
2.
A good faith estimate of the general locations and price ranges of NSP Homes
that may be available for Buyers to purchase, and a good faith estimate of typical buyer-paid
closing costs.
3.

The NSP application approval criteria.

4.

Waiting list policies.

5.

The requirement for attending pre-purchase counseling (if approved).

6.
Applicant’s household size and estimate of monthly income, with a statement
that the income amount must be verified prior to the Applicant being approved for NSP
assistance.
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7.
A good faith estimate of the amount (or range of amounts) and terms of
Homeowner Financial Assistance that Applicant may qualify for, based on an analysis of
Applicant’s financial and other data provided.
8.
A general description of an NSP buyer’s obligations for repayment of subsidies,
and resale controls on homes sold (if any).
During the intake interview or subsequent face-to-face meeting, a representative of the
developer will 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.

H.

Notification of Approval or Denial

Upon completion of the tasks described above, Developer will inform buyers in writing of
their eligibility or ineligibility for NSP assistance, conditional upon completion of homebuyer
education and training, signing a purchase agreement for an NSP home, obtaining first
mortgage financing, and providing the required minimum down payment amount. 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.

I.

Confidentiality of Client Data

Developer and Consultant will observe all Privacy Act requirements and keep client data in
locked file cabinets or password-protected electronic files.

XII. Homebuyer Counseling and Education
A.

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. If buyers have already completed such a program, Developer must
determine if the program meets Grantee and NSP requirements and must verify completion by
obtaining and filing a certificate of completion. If the pre-purchase counseling and education
does not meet requirements, buyers will have to complete training delivered by a HUDapproved counselor.

B.

Certificate of Completion

Upon successful completion of a counseling and education program, Buyers will receive a
certificate of completion. No buyers will be allowed to sign a sale agreement for an NSP home
unless the completion of counseling and education has been verified by Developer and a copy
filed in Developer’s records.
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XIII. Waiting List
A.

Requirements for Waiting Lists

Developer must establish and maintain a waiting list of all prospective homebuyers who are
approved for assistance. Grantee may waive or amend this requirement at its sole discretion if
Developer demonstrates conclusively that a waiting list serves no purpose, because of a
market imbalance (ex: homes available for sale exceeds the number of qualified buyers). The
Consultant shall be provided with a copy of the waiting list and be provided with timely
updates (via email) of additions/changes.

B.

Waiting List Procedures

Developers will follow these procedures.
1.
Priority for selecting a completed home will be determined by the date that a
client’s application for assistance was approved (that is, the client with the earlier date of
approval shall have priority for selection.)
2.
As a home or group of homes becomes available for sale, the home(s) will be
offered first to the client with the highest priority, and if not selected, then to the client with
the second highest priority, etc.
3.
Homes will only be offered to a client only if the prices are affordable to the
client as determined by the program underwriting analysis Performed by the Developer.
4.
Each client will have three opportunities to reject a home or groups of homes
offered and maintain his or her priority. After a third rejection, a client’s priority will fall to the
bottom of the waiting list.

XIV. Executing Sale Agreements with Buyers
A.

Requirement for Using Approved Sales Agreement

Developer will use only a form of sales agreement approved by Grantee. The sale of the home
will be conditional upon the Buyer obtaining a first mortgage loan (or deed of trust loan) from
a lender offering a conventional or government-insured, home purchase loan. Unless
otherwise approved by grantee, terms shall be for a fixed-rate for 15-30 years and carry an
interest rate commensurate with market rate loans available.

B.

Commitment letter for NSP Financing

Simultaneous with executing a purchase agreement, Developer will issue a commitment letter
for the exact amounts, or maximum amounts, of NSP Homeowner Financial Assistance that
Buyer will be provided if the sale is completed. The commitment letter is intended, in part, to
aid Buyer in obtaining a first mortgage loan. 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.
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C.

Disclosure Statement

Prior to executing a sales agreement, Developer will provide the NSP Buyer with a second
disclosure statement. (See Section XI.G regarding the first disclosure statement.) The second
disclosure statement will reiterate the requirement for Buyer to attend pre-purchase
counseling, with a check-off indicating whether Developer has a certificate of completion on
file. The statement will also describe, the availability and terms of Homeowner Financial
Assistance, obligations for repayment of subsidies, and resale controls on homes sold (if any).
During the intake interview or subsequent face-to-face meeting, a representative of the
developer will review these disclosures with the Applicant and be available to answer
questions about them. No application can be approved unless disclosures are made as required.

XV. Home Sale Closing Requirements
A.

Originating the Subsidy Recapture Lien Documents

The amount of Homeowner Financial Assistance provided to a Buyer as provided in this
Manual will be secured by a promissory note and mortgage with Grantee named as lien holder
at 0% interest. All payments of principal will be deferred until buyer sells the home, transfers
it, or violates the terms of the lien. At least seven working days prior to each closing of an
NSP Home sale, Developer will prepare and forward to Grantee a promissory note, mortgage
deed (or deed of trust), and accompanying disclosure statement, allowing three working days
for Grantee to review the document and transmit it to Developer’s attorney. Developer will
use forms approved by Grantee. Grantee will review and approve the language and numbers
inserted in the forms. The amount of the lien will be the amount of Homeowner Financial
Assistance provided for in the Buyer’s Commitment Letter, as originally provided or
amended. The dated and signed Commitment Letter will be attached to the lien sent to Grantee
for approval.

B.

Closing Responsibilities

In addition to having the responsibilities described above, Developer will retain a closing
agent and an attorney for Developer’s own legal review of closing documents. Developer’s
attorney will have the final responsibility for review of closing documents on behalf of
Developer, while ensuring compliance with Grantee’s requirements.

XVI. Post-Purchase Counseling
A.

Developer Responsibility

Developer is responsible for notifying Buyers of the availability and advisability of using post
purchase counseling if they are unable to make a first mortgage payment on time. This
notification will be included in the Commitment Letter and language of disclosure documents
provided at the closing of the home sale. The information will stress the importance of
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seeking help before or immediately after a late payment might occur and include the name or
names, address(es) and phone number(s) of Grantee-approved counseling agencies. A list of
HUD approved Counseling Agencies is attached as appendix 10.

B.

Grantee Responsibility

Grantee is responsible for identifying counseling agencies that can be reasonably expected to
provide reliable post-purchase counseling at low cost or no cost due to current or anticipated
public or private funding for that purpose.

XVII.
A.

Management of Excess Revenues, Liens and Resale Controls
Net Proceeds of Sale

The requirements for disposition of net proceeds of sale are described in Section III.

B.

Repayments of Homeowner Financial Assistance

According to the terms of this Manual, all liens will be in the name of Grantee. Grantee will
be solely responsible for managing liens resulting from sales of NSP Homes by Developer,
including but not limited to managing receivables, accounting for payments, approving
subordinations (if allowed), and issuing lien releases.

XVIII.

Reporting and Recordkeeping Requirements Reporting and Recordkeeping requirements shall be transmitted to grantee from the Developer
on forms and at intervals approved by the Grantee.
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