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OVERVIEW

This chapter will cover procedures for resale including: resale steps through closing, maximum sales pricing, establishing an affirmative marketing plan, NSP homebuyer qualifications, continued affordability, the affordability period(s), formulas to calculate home ownership assistance such as soft second financing, closing cost and down payment assistance and HUD counseling requirements.
TASK #1 — ESTABLISHING AN AFFIRMATIVE MARKETING PLAN 

Marketing Plan- Developer shall provide an NSP affirmative marketing plan to DFA/LGD for approval within (60) days of execution of the Developer Agreement.  The Developer and its affiliates must affirmatively market NSP homes, including: outreach to classes protected by the Fair Housing Act; developing a marketing strategy that reaches protected classes; and self-analysis to make sure all steps in the purchasing process are non-discriminatory. 
Types of NSP professional marketing can include: website and links, utility bills, bus signs, realtors, press releases, talk radio, billboards, grocery stores, yard signs, signs with take-a-away flyer or brochure, print ads, events and showings, flyers, community newspapers, city newspapers, multiple listing service (MLS), door hangers, direct mail, and cross marketing.     
Signage and Materials -– The Developer will post an NSP sign in a prominent location advertising to the public that the Housing and Urban Development (HUD) and State of New Mexico DFA/LGD, are providing assistance to that property.  NSP program information and materials must comply with all applicable civil rights laws and regulations, including the New Mexico Human Rights Act, and advance fair housing opportunities.  Funds in an amount not to exceed 1% of each property’s acquisition price may be used for the marketing of properties (i.e. for a property with a purchase price $100,000.00, 1% of $100,000.00 is $1,000.00; therefore the Developer may use up to $1,000.00 for marketing that specific property).  
NSP-specific marketing budgets includes costs for: marketing and design professionals; printing: flyers, brochures, door hangers, cards, and signs; website setup and maintenance; paid advertising: radio, TV, magazines, bill boards, etc.  The Developer must keep a log of inquires (Exhibit 7-E) as to “How did you hear about the Neighborhood Stabilization Program?” 

Homes must be marketed and sold “AS-IS” 
Such wording must also be included in all listing(s)/advertisements to the public and incorporated in an addendum to the purchase agreement which buyer(s) must acknowledge. 
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    ALL MARKETING MUST INCLUDE THE FAIR HOUSING logo 

    and include the following fair housing language “It is the policy of 

    the (Developer) to provide services without regard to race, color,

    religion, national origin, ancestry, age, sex, familial status, physical 

    handicap or disability. 

In order to request reimbursement for marketing the Developer must submit an invoice to DFA/LGD with supporting documentation (receipts) identifying the type of marketing that took place and the specific NSP property address/location marketed.  The Developer cannot request reimbursement for marketing until a property is ready for re-sale.  All costs must be allowable under OMB Circular A-87 and otherwise necessary and reasonable. 

TASK #2  RESALE STEPS
1. Establish a maximum sales price (TASK #2)
a. Developer submits a suggested sales price and supporting documentation to DFA/LGD by e-mail, based on comparative market analysis for approval by DFA/LGD.  Once approved the developer may market the property to the public.
2. Developer shall list the property for sale with a Licensed New Mexico Real Estate agent who will assist in selling the home.

a. The Real Estate Agent must market the NSP homes to the best of their ability and as set forth in the approved marketing plan established by the Developer.
b. The Real estate Agent then enters the property in the Multiple Listing Service (MLS) 
c. Once entered in the MLS, and a listing number has been created, a detailed copy of the active listing must be emailed to DFA/LGD.
3. Realtor(s) work with homebuyer(s) to find an NSP Home.
4. After homebuyer(s) are identified Developer must ensure the following:
a. Homebuyer must qualify for a first mortgage and be income eligible under the NSP program.  The NSP income limits are set forth in Exhibit A of the Developer Agreement; DFA/LGD will notify the Developer of any amendments to the income limits.  A pre-qualifying worksheet (Exhibit 7-F) must be maintained in the file.   
b. Developer must obtain a copy of the Uniform Underwriting and Transmittal Summary Form 1008 (Exhibit 7-I) to review the amount of the private mortgage loan in order to calculate the amount of the soft second mortgage loan assistance to be provided by DFA/LGD. 
c. Once the Developer determines that that potential homebuyer is qualified they are then referred to a HUD approved homebuyer counseling agency for 8 hours of homebuyer counseling.  The Developer must maintain a copy of the certificate. 
5. After the homebuyer(s) is pre-qualified and a home is chosen:

a. A copy of the executed Purchase Agreement including any addendums/amendments (Exhibit 7-J) receipt for earnest money and pre-qualification letter from the homebuyer(s)’ private mortgage loan lender must be sent to DFA/LGD within 72 hours of execution.
b. Developer must ensure that Title Company has a W-9 in place (See Ch. 1 Task 3, Exhibit 1-B).
c. Provide contact information (name, e-mail address and telephone number) for the Escrow Agent and Title Company, to DFA/LGD. 
d. Developer will notify DFA/LGD of the closing date.  Any extensions to closing must be documented on an extension agreement and immediately sent to DFA/LGD.

a. The homebuyer(s) will sign a Disclosure Statement and Buyer/s Statement of Understanding and Acceptance of NSP Financing Assistance (Exhibit 7-H). 

6. Prior to Closing:
a. All liens must be cleared. The Developer shall provide “Contractors Final Release and Waiver of Lien” (Exhibit 7-D) to the Title Company.  A partial lien waiver is not acceptable. 
b. DFA/LGD will provide Releases of Mortgages (Exhibit 7-C) to the Title Company to be signed at closing.
c. A copy of the homebuyer(s)’ certified appraisal must be sent to DFA/LGD.
d. Developer must produce an NSP Promissory Note (Due-on-Sale Note/Soft Second Note) (Exhibit 7-B) and NSP Mortgage and Restrictive Covenants (Exhibit 7-A) for approval by DFA/LGD.

7. Additional Documents required for the homebuyer(s) to sign at Closing

a. Homebuyer(s) will sign NSP Promissory Note (Due-on-Sale Note/Soft Second Note) (Exhibit 7-B) and NSP Mortgage and Restrictive Covenants (Exhibit 7-A).
b. The Developer will ensure the NSP Promissory Note (Due-on-Sale Note/Soft Second Note) and NSP Mortgage and Restrictive Covenants are recorded by the Title Company and a copy of the recorded documents are e-mailed or mailed to DFA/LGD. Once recorded, all documentation shall also be kept in developer files for monitoring.
TASK #3     MAXIMUM SALES PRICE

In no event shall the sales price exceed the amount permitted by the NSP requirements listed below:

1. The Developer shall not earn a profit on a sale of an Abandoned or Foreclosed upon home or residential property is to be sold to an individual as a primary residence.

2.  HERA Section 2301(d)(2) directs that the sale of such property shall be in an amount equal to or less than the cost to acquire and redevelop or rehabilitate such home or property up to a decent, safe, and habitable condition.  Further, the sale price must be the lesser of the post-development fair market value or the acquisition/redevelopment cost.

3. The maximum sales price for a property is determined by aggregating all costs of acquisition, rehabilitation, and redevelopment (including related activity delivery costs, which generally include, among other things, costs related to the sale of property).

4. In determining the sales price, the Developer will NOT consider the costs of boarding up, lawn mowing, maintaining the property in a static condition, or, in the absence of NSP-assisted rehabilitation or redevelopment, the costs of completing a sales transaction or other disposition to be redevelopment or rehabilitation costs. 
TASK #4    HOMEBUYER QUALIFICATIONS
All homebuyers of NSP homes shall be individuals and families whose incomes do not exceed 120% of area median income (referred to as “low-, moderate- and middle-income”, or LMMI).  Developer shall verify and document income eligibility of all Homebuyers in compliance with 24 CFR 570.203(a) definition of “Income.”  Developer shall maintain all income verification documentation in each Homebuyer’s file.  Please refer to Exhibit A of the Developer Agreement for income limits.  

Low-Income Set-Aside – the Developer must expend at least the amount of set-aside funding identified in Exhibit A of the Developer’s Agreement to create permanent housing for households with incomes at or below 50% of area median.  Should the Developer choose to expend funds exceeding the low income set-aside amounts the Developer must send a written request to seek prior approval from DFA/LGD. 
TASK #5 AFFORDABILITY PERIODS 

The affordability period is based on the amount of direct subsidy which a homeowner receives, which consists of financial assistance to reduce the purchase price of a property from fair market value to an affordable price, or otherwise directly subsidizes the purchase such as down payment assistance and applicable closing costs. The amount of the direct subsidy determines the minimum affordability period. 
Affordability Period 

The Homebuyer financing shall be forgivable at the end of the term of 5, 10, or 15 years, based on the amount of the NSP assistance per household. 

	Grant Amount Per Unit
	Minimum Period of Affordability in Years

	Under $15,000
	5

	$15,000 to $40,000 
	10

	Over $40,000
	15


Developer must ensure, regardless of the repayment terms, the home remains affordable for at least the minimum period shown on the chart above.

STRUCTURE FINANCING TERMS TO MIRROR PERIODS OF AFFORDABILITY
To ensure continued affordability, Developers must structure financing terms to mirror the periods of affordability listed above. DFA/LGD imposes financing requirements that tie the amount of subsidy to the term of affordability.  Homebuyer(s) must acknowledge, if a property is sold, refinanced and/or transfers title, before the period of affordability ends, the HOME recapture provisions (24 CFR §92.254) will be triggered. 
The HOME recapture provisions permit the NSP-assisted homeowner to sell the property to whomever he or she wishes for whatever price the market will bear during the period of continued affordability, but a portion or all of the NSP assistance must be repaid which may not exceed the net proceeds of the sale.  In the instance where the property ceases to be the homeowner’s “primary residence”, the full amount of the NSP assistance must be recaptured.  A primary residence is the "main home" the taxpayer lives in for the majority of the year.

All NSP-assisted properties are subject to ongoing compliance requirements from the date of initial occupancy by qualified Homebuyer(s).   
TASK #6   HOMEOWNERSHIP ASSISTANCE

Homebuyer(s) must qualify and obtain a traditional private mortgage loan through an outside mortgage lender.  In order to create continued affordability in the home purchase, the Developer will offer, each Household, a “soft second mortgage”, down payment, and/or reasonable closing costs assistance, in an amount not to exceed the maximum percentages listed below(*). 
Homebuyer(s) may not receive more than 50% of the then-current down payment amount required by the FHA as down payment assistance from NSP funds.  Homebuyer(s) may not receive additional federal assistance from programs or sources other than NSP without the consent from DFA/LGD.

*Soft Second Mortgage Loan and Down Payment Calculation Formulas – The maximum dollar amounts of the NSP Homebuyer financing shall be determined as below: (read carefully)
	Soft Second Mortgage Loan

	Homebuyer Status
	Total Purchase Price 

	Low income 
	Up to 20%

	Moderate Income 
	Up to 15%

	Middle Income 
	Up to 10%

	Down Payment

	Homebuyer Status 
	Total FHA Required Down Payment Amount 

	All Incomes 
	Up to 1.75%


Each Soft Second Mortgage Loan, together with any down payment and closing costs assistance will be provided as a 0% interest loan forgivable after the Homebuyer fulfills the applicable affordability periods as described in (TASK #5).  Homebuyer(s) receiving assistance exceeding $40,000.00 will be forgiven at the rate of 6.67% per year for fifteen (15) years. Homebuyer(s) receiving assistance equal to or exceeding $15,000 but less than or equal to $39,999.99, such amount is forgiven at the rate of 10% of the principal balance per year for ten (10) years. Homebuyer(s) receiving assistance in the amount less than $15,000, such amount is forgiven at the rate of 20% of the principal balance per year for five (5) years.  

Homeowners will sign the soft second note/mortgage and restrictive Covenants at closing.  Once recorded the Developer must mail the originals to DFA/LGD.  The Developer is responsible to keep a copy of the recorded documents in the homebuyer(s) file. 
TASK #7     HUD COUNSELING REQUIREMENTS

Homeownership Training and Counseling Certification 
The U.S. Department of Housing and Urban Development (HUD) requires all approved NSP applicants for homeownership, must complete an 8-hour homeownership training and counseling program, prior to purchase. The evidence of completion may ONLY be certified by a Housing and Urban Development (HUD) Certified Housing Counseling Agency. A copy of the certificate must be kept in the Developer file for monitoring.
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