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Ch. 1 - Introduction

MFA Mandate

In 1975 the New Mexico state legislature created the New Mexico Mortgage Finance Authority, a public body politic and corporate, separate and apart from the state, constituting a governmental instrumentality, with the power to raise funds from private investors in order to make such private funds available to finance the acquisition, construction, rehabilitation and improvement of residential housing for persons and families of low or moderate income within the state.

Mission Statement

MFA provides innovative policies, products, education, and services in collaboration with strategic partners to ensure that all New Mexicans have access to affordable housing. We engage in self-sustaining practices to strengthen the social and economic development of New Mexico's communities and families by financing, developing, and preserving homes.

Vision Statement

All New Mexicans will have quality affordable housing opportunities.

Neighborhood Stabilization Program (NSP)
MFA is the grantee for the balance of state of New Mexico of $8.2 million in funds allocated under the federal legislation called the Housing and Economic Recovery Act of 2008 (HERA). Under Title III of HERA, the Neighborhood Stabilization Program (NSP) provides emergency assistance to states and local governments for the redevelopment of Abandoned and Foreclosed Homes and Residential Properties.  Priorities for funding are those areas of greatest need, which include metropolitan areas, metropolitan cities, urban areas, rural areas, low- and moderate-income areas, and other areas of greatest need, including:

· Those areas with the greatest percentage of foreclosures;

· Those areas with the highest percentage of homes financed by sub-prime mortgage loans;

· Those areas with the highest percentage of vacant properties; and

· Those areas identified by the state of New Mexico as likely to face a significant rise in the rate of foreclosures.

The activities proposed through the NSP must meet the National Objectives established under NSP.  Specific descriptions of the individual National Objectives Activities can be found in the Federal Register Notice at www.housingnm.org/nsp.  Activities must include, to the greatest extent possible and the longest term feasible, guidelines to preserve affordability to households with incomes no greater than 120% of area median income (AMI).  Eligible NSP fund uses include purchase and rehabilitation of abandoned or foreclosed residential properties, financing mechanisms, land banking, and redevelopment of vacant and demolished properties.  MFA has determined that the following counties demonstrate the greatest need:




Sandoval County - Rio Rancho




Valencia County




Bernalillo County (w/out Albuquerque)




Chaves County




Lea County




Luna County




Eddy County




Curry County




Doña Ana County (w/out Las Cruces)




San Juan County

At least 80% of the funds allocated to MFA (as defined in the Action Plan Substantial Amendment) must be used in these counties.  Additionally, 25% or $2,177,000 of all MFA NSP Funds must serve beneficiary households with incomes at or below 50% of area median income adjusted for family size as determined by HUD.   At total of $1,750,000 must be spent in Rio Rancho/Sandoval County.

In December of 2008, MFA received an allocation of $8,700,000 from DFA for the following activities:

Land Bank
A land bank will purchase foreclosed upon properties for creating land banks to assemble, temporarily manage, facilitate redevelopment of, market, and dispose of the land-banked property.  Land banking may include properties with or without structures, as long as they are foreclosed upon.  The benefits of just holding property may not be sufficient to stabilize most neighborhoods or be the best use of limited NSP funds absent a re-use plan.  A land bank may not hold a property for more than 10 years without obligating the property for a specific, eligible redevelopment of that property in accordance with NSP requirements.  Any land banking will be conducted under the current Primero Program land bank policies.

Financing

Foreclosure Down Payment Assistance Program – Provides down payment and closing cost assistance to individuals who wish to purchase a home that has been foreclosed.

Mortgage/Rehabilitation Program – Provides a 30-year, fixed rate mortgage loan at below-market interest rates for financing the purchase of a property that has been foreclosed.  This program also includes an optional grant that can be used to provide improvements and/or rehabilitation to the property, including energy efficiency improvements.  The grant funds for the rehabilitation are escrowed and an MFA-qualified entity provides project compliance and/or project management on behalf of the homebuyer, including all required NSP/CDBG program guidelines.

Project Management

Foreclosure Project Management Program – Allows an MFA-qualified entity the means to provide project management to individuals who wish to purchase a property that has been foreclosed.  The Foreclosure Project Management Program must be used in conjunction with one of the NSP financing mechanisms outlined above.

Acquisition/Rehab

The Acquisition/Rehabilitation activity will require applicants to identify abandoned and foreclosed properties in the designated areas, obtain appraisals and environmental clearances for the properties, purchase, rehab, and resell or rent the units to low and moderate income homebuyers and renters, assuring that homebuyers will receive a minimum eight hours of quality homebuyer education from a HUD approved counseling agency.

Ch. 2 – NSP Projects
2.01 - Start-up

Contractors may request disbursement of NSP funds after the completion of their environmental review and after the Agreement is fully executed. Contractors must satisfy the following requirements (in order of priority) prior to beginning project Activities:

· Execute the Agreement. 

· Complete the environmental review for properties being considered for funding under NSP based on the appropriate level of review. (See the “Environmental Review” section of this Procedural Manual; forms are available from the MFA website.)

· Contractor access to funds is conditional upon approval of environmental review.

· Develop policies for Activities, including relocation, if needed.

· Develop policies to comply with standard NSP provisions such as:

· Real Property Acquisition

· Lead-based Paint

· Debarred and Suspended Contractor

· Section 3 Employment Opportunities for Low Income Persons

· Minority- and Women-owned Business Enterprise Outreach

· Davis-Bacon Labor Standards (if applicable)

· Comply with the conditions of the Agreement and all federal, state and local laws.

2.02 - Setup/Completion Forms

Setup Forms

MFA has devised NSP Setup/Completion forms.  Contractors submit one form per project, when a project has been identified for purchase.  The setup report commits or reserves the amount on the form from the total contract amount.   These forms can be sent electronically to MFA, faxed, or mailed.  Please allow 3-5 business days from receipt of the form for it to be processed, as it has to go from the Project Manager to the Accounting Department where it is entered into the database.  After entry into database, the Program Manager will e-mail the Subgrantee with the NSP Project Number.  IF THERE ARE ANY CHANGES to the information submitted on the Setup Report, the Subgrantees must submit a revised setup to make the changes effective.  Attachment 1: NSP Setup/Completion form.
Completion Reports

A Completion Report must accompany each final invoice on a project. No exceptions will be allowed.  

2.03 - Disbursement of Funds/Payment Holds

Requests for Reimbursement
Contractors may request funds by using MFA’s NSP Request for Reimbursement Form.  Funds will be disbursed to Contractors on a property-by-property basis for expenses.  Disbursements must reflect only actual expenses. If the disbursement is greater than the actual project cost, excess funds must be immediately returned to MFA.  If however, the disbursement is insufficient to cover increases in the cost to complete the project, the Contractor must submit a written request for additional funds along with a revised NSP Set-Up Form.  Contractor must submit the required form and supporting documentation to:

Debbie Davis
NSP Program Manager
New Mexico Mortgage Finance Authority
344 4th St. SW
Albuquerque, NM 87102

Attachment 2: NSP Request for Reimbursement form.
Note: At no time may the amount disbursed to the Contractor exceed the dollar amount awarded to the Contractor under the Activity or NSP grant.

Disbursement Methods

There are two methods of disbursement that will be used by MFA:

Monthly Disbursement Method – the Contractor will be paid by MFA for actual, documented costs incurred.
· Requests for payment should be submitted to MFA by the 5th of each month for processing.  We expect payment to take approximately two weeks.

· All requests for reimbursement/payment of incurred expenses will be accompanied by an invoice and must follow approved budget line items and expenses

· Requests for contract/construction service payments will be supported by inspections and lien releases for previous payments will be included

· Final payment for construction services will include a contractor’s release and final inspection, as well as the HERS final inspection

· Developer’s fees will be paid by the Monthly Disbursement Method

· Under Acquisition Rehab, the Contractor will be paid 5% of the purchase price of a property acquisition the month after closing on the purchase

· The final developer fee will be based on the approved proposal, not to exceed 12% of total development costs and will be paid the month after closing on the sale to the homeowner for single family and the month after all development is complete on rental

Cash Advance Method – MFA will advance funds on behalf of Contractors ONLY for acquisition activities to purchase homes or residential properties. Funds will be wired to title companies for closing on the real estate acquisition. The Contractor must provide the following documentation to secure funds in advance of acquisition:
· Acceptable Title Binder

· NSP Set-Up, NSP Request for Reimbursement; and, HUD-1.

· Certifications from the Contractor for the purchase price and appraisal;

· Executed environmental review forms with certification; 

· HERS Report;

· Appraisal;

· Purchase Agreement;

· Repair Estimate; 
· Copy of NSP Voluntary Acquisition Notice to Lender: and,
· Any other documentation or certification requested by MFA.
After acquisition, MFA will be provided:

· A Mortgagee Title Policy showing MFA in first lien position and with pending disbursement clause

· An executed Note, Mortgage and Lura

· Surveys and any other documents needed to secure title

· Final HUD 1

· Requests for reimbursement for real estate acquisitions may be submitted to MFA on a daily basis; 

· Disbursements for real estate acquisitions will be wired directly to the title company.

Payment Holds.  MFA reserves the right to place payments to Contractors on hold for a variety of reasons relating to performance or non-compliance with grant requirements, such as non-submission of required reports, or lack of progress.  Should this occur, MFA staff will notify Contractors before the payment hold goes into effect. If the Contractor is unable to resolve the situation precipitating the payment hold, MFA reserves the right, at its sole discretion, to terminate the grant.

Program Income 

Any interest, return on investment or other income produced from the Program or earned on Program Funds by the Contractor and/or its Subcontractors ("Program Income") are to be identified and remitted to the MFA within 30 days from the date such Program Income is earned.  Contractor shall not retain Program Income or use it for additional eligible activities.  

Ch. 3 – Federal Requirements
3.01 - Financial Management

Contractors must establish and maintain a financial management system for the NSP funds that complies with NSP Program requirements. These requirements are accessible through MFA’s website in the Resources Section of the NSP webpage.

Contractors’ financial management systems must:

· Provide accurate, current and complete information on the financial status of each grant-supported Activity.

· Be sufficiently detailed to generate status reports, by Activity and property that indicate:

· funds budgeted;

· amount obligated; and,

· amount expended.

· All accounting documents must be supported by source documentation that may include but is not limited to payroll records, invoices or vouchers.

· Activities funded by sources other than NSP funds (including Program Income from Contractor revolving loans) must appear and be traceable in the financial management system

All Contractor staff or employees paid in whole or in part with NSP funds must prepare timesheets indicating the hours worked on all Activities, including NSP Activities, per pay period. Payroll must be based upon these timesheets.
3.02 - Fair Housing, Equal Opportunity and Civil/Human Rights
MFA Fair Housing and Equal Opportunity Value Statement

MFA furthers fair housing opportunities in all agency programs and administers its housing program affirmatively, so that all New Mexicans of similar economic levels have equal access to its programs, regardless of race, color, creed, national origin, sex, religion, marital status, status with regard to public assistance, disability, familial status, or sexual or affectional orientation.

Contractors must comply with the Fair Housing Act, Title VIII of the Civil Rights Act of 1968 (FHA), as amended, which prohibits discrimination in the sale, rental, and financing of dwellings, and in other housing-related transactions, based on: Title VI of the Civil Rights Act of 1964; Section 504 of the Rehabilitation Act of 1973; and other statutes detailed in 24 CFR 5.105.

Contractors of the New Mexico NSP Program are primarily responsible for marketing the NSP Program at the local level. Marketing methods should be such that no potentially eligible applicants are excluded. Access to NSP Program information and materials must comply with civil rights laws and regulations, including the New Mexico Human Rights Act.

Civil Rights Laws

Title VI of the Civil Rights Act of 1964

Title VI of the Civil Rights Act of 1964 is the federal law that protects individuals from discrimination on the basis of their race, color, or national origin in programs that receive federal financial assistance. In certain situations, failure to ensure that persons who are limited English proficient can effectively participation in, or benefit from, federally assisted programs may violate Title VI’s prohibition against national origin discrimination.

Section 109 of the Housing and Community Development Act of 1974

Section 109 of the Housing and Community Development Act of 1974, the law authorizing the CDBG Program, extends coverage and prohibits the use of federal funds in any way that might exclude, on the basis of race, color, creed, national origin, sex, religion, marital status, status with regard to public assistance, disability, familial status, or sexual or affectional orientation. The provisions of Section 109 are very broad and cover benefits, services, methods of administration, housing, employment, contracting and displacement/relocation. Section 109 also includes prohibition against discrimination based on age and handicap that are covered by the Age Discrimination Act of

1975 and Section 504 of the Rehabilitation Act of 1973. The language of these laws is very similar to the Civil Rights Act of 1964.

Contracting with NSP funds

NSP-assisted projects are subject to the federal requirements found in the Federal Register – Federal Register/Vol. 73. No. 194/Monday, October 6, 2008/Notices (hereinafter referred to as the Notice) and CDBG Regulation at 24 CFR Part 570. These requirements include nondiscrimination, equal opportunity, disclosure, debarment, drugfree workplaces, affirmative marketing, minority outreach, environmental reviews, relocation, labor, lead-based paint, conflict of interest, Executive order 12372, and consultant Activities.

Other applicable laws include those that encourage the participation of women or minority owned businesses.

List of all applicable laws:
· Executive Order 11246, for contracts in excess of $10,000;

· Executive Order 11625, 12432, and 12138 require efforts be made to encourage the use of minority and women’s business enterprises in federally funded programs.

· Contractor contracts for rehabilitation and new construction projects must contain the following provisions:

· Equal Employment Opportunity: “The contractor shall provide equal employment opportunity to all persons without discrimination as to race, color, creed, religion, national origin, sex, age or disability.”

· Affirmative Action: “To the extent possible and practical, the contractor will take affirmative action to provide employment opportunities to all persons without regard to race, color, creed, religion, national origin, sex, age, or disability.”

· Section 504 of the Rehabilitation Act of 1973.  As Contractors of federal funds, Contractors must also follow the accessibility requirements stated in Section 504 of the Rehabilitation Act of 1973; Section 109 of the Title I of the Housing and Community Development Act of 1974; Title II of the Americans with Disabilities Act of 1990; and the Architectural Barriers Act of 1968. 

Together, these federal laws require all Contractors of federal financial assistance to ensure accessibility for persons with disabilities. Public facilities and buildings, as well as all projects receiving federal financial assistance, must be designed, constructed and altered to be fully accessible to people with mobility and sensory impairments.
The Fair Housing Act

The FHA applies to both public and private housing. Under the Act, new multifamily buildings must be designed and constructed to have fully accessible common areas. These buildings must also incorporate basis adaptive features in ground floor and elevator-accessible dwelling units to allow for use by people with disabilities. In addition to these requirements, when housing is created using federal funding, at least 5% of a project’s dwellings must be fully accessible to people with mobility impairments, and an additional 2% must be accessible to people with vision and hearing impairments.

Fair Housing Opportunity

Affirmatively Furthering Fair Housing and Analysis of Impediments to Fair Housing Choice.  Contractors must follow the Affirmatively Furthering Fair Housing (AFFH) obligations imposed through the CDBG program (24 CFR 570.601 et seq.) 
Contractors must submit information on how they will market the NSP program to advance Fair Housing Opportunities, before they can drawdown NSP funds. (See Contractor Summary of Fair Housing Information form.)

Affirmatively Marketing

Contractors and their Local Contractors must work with potential homebuyers to affirmatively market NSP housing units. MFA requires that Contractors take specific steps in soliciting renters and homebuyers, determining eligibility, and concluding all transactions. These steps include:
· Outreach to protected groups

· Marketing strategy that reaches protected groups

· Self-analysis to make sure all steps are non-discriminatory.
Contractors must complete the Affirmative Fair Housing Marketing Plan for each county covered in their Scope of Work.  Attachment 3: Affirmative Fair Housing Marketing Plan
Fair Housing/Equal Opportunity Reporting & Tracking

Contractors must develop the following information and provide it to MFA upon request:
· Actions taken to promote Fair Housing during the grant;

· The race/ethnicity of the beneficiaries of program Activities;

· The number of female headed households of the beneficiaries of program Activities;

· The contracts awarded to women, minority and Section 3-owned businesses,

· including contract amount and race/ethnicity of those business owners; and,

3.03 - Collecting and Maintaining Racial and Ethnic Data

HUD Title VI regulations (24 CFR 1) requires that all of its federally assisted Contractors record and maintain information on the race, color or national origin of persons who are applicants for, participants in, or beneficiaries of the NSP Program.

3.04 - Section 3
Section 3, as amended, requires that to the greatest extent feasible, economic opportunities be given to residents and businesses in the area where HUD assistance is received, particularly to those who are low and very-low income.  A Section 3 activity is any activity that results from a federally funded program or project involving rehabilitation or new construction, particularly those that meet the required threshold amounts.  This may include employment opportunities for administrative staff needed as a direct result of this funding, as well as contracts and subcontracts awarded for the construction.  It can involve training and employment opportunities provided directly by the contractor and subcontractor, or the awarding of contracts to Section 3 businesses (see Attachment 4: Section 3 Completion Report for a definition of Section 3 businesses, as well as other relevant terms).

Who must report their Section 3 efforts?
1. Project recipients having been awarded over $200,000 in federal funds.

2. Project recipients having a particular project where a construction/rehabilitation contract was awarded over $100,000 during the reporting timeframe, regardless of whether funds were expended.

3. Contractors and subcontractors receiving contracts in excess of $100,000.  Project recipients must collect and summarize this information from their contractors.

4. Sponsors who do not meet any of the threshold amounts but who have Section 3 practices and policies in place may report their efforts on this form.

3.05 - Relocation

The URA voluntary acquisition requirements (49 CFR 24.101(b)(1)-(5)) apply to anyone who uses NSP1 funds (or any Federal financial assistance) to acquire property including any Agency, non-profit, or individual homebuyers who use federally funded downpayment or other financial assistance. To meet these requirements, the owner of record must be notified in writing that Federal financial assistance will be used in the transaction and that if agreement cannot be reached through negotiation, that the acquisition will not take place. 

Further, under NSP1, an appraisal of the foreclosed property must be made to determine the current fair market value 60 days prior to making the final offer and the owner must be advised that, under NSP1, the acquisition price must be at a 1% discount from the fair market value (the offer price should reflect the discount proposed by the buyer). 

There are specific URA voluntary acquisition requirements that must be met depending on whether or not the buyer has the power of eminent domain and will not use it (see 49 CFR 24.101(b)(1)(i)-(iv)) or if the buyer does not have the power of eminent domain (see 49 CFR 24.101(b)(2)). Any acquisition under possible threat of eminent domain cannot be considered a “voluntary acquisition” (even if the seller is willing to negotiate). HUD has developed a number of sample guideforms to assist NSP1 grantees in meeting these requirements. The guideforms and other information and resources are available on the NSP1 Acquisition & Relocation Resources page located at: http://www.hud.gov/offices/cpd/library/relocation/NSP1/index.cfm.   

The Contractor must ensure that the owner is informed in writing of what the Subrecipient believes to be the market value of the property; and that the Subrecipient will not acquire the property if negotiations fail to result in an amicable agreement (see 49 CFR 24.101(b)(1) & (b)(2)).  Relocation assistance under the NSP1 Program must comply with the requirements of the Uniform Relocation Act of 1970, as amended and with relocation assistance requirements at 42 U.S.C. 5304(d).

The Contractor must document its efforts to ensure that the initial successor in interest in a foreclosed upon dwelling or residential real property (typically in a property acquired through foreclosure is the lender) has provided bona fide tenants with the notice and other protections outlined in the Recovery Act.  Contractors may assume the obligations of such initial successor in interest with respect to bona fide tenants.  
Contractors who elect to assume such obligations are reminded that tenants displaced as a result of the NSP funded acquisition are entitled to the benefits outlines in 24 CFR 570.606.   The use of NSP1 funds for acquisition of such property is subject to a determination by the Subrecipient that the initial successor in interest complied with the requirements of the act.  
Attachment 5: NSP Voluntary Acquisition of Foreclosed Property (Relocation Notice)

3.06 - Protecting Tenants at Foreclosure Act (PTFA)

The Protecting Tenants in Foreclosure Act (PTFA), which is Title VII of the Helping Families Save Their  Homes Act of 2009, became effective May 20, 2009.  It protects tenants from immediate eviction by persons or entities that became owners of residential property through the foreclosure process. Public Law No. 111-22 (Senate Bill 896). With limited exceptions, tenants with leases must be permitted to occupy the property until the end of their lease terms. At a minimum, tenants must receive 90 days’ notice prior to eviction. The law also addresses the rights of Section 8 tenants living in properties undergoing foreclosure.

The tenant protection provisions apply in the case of any foreclosure on a “federally-related mortgage loan” 1 or on any dwelling or residential real property. They provide that “any immediate successor in interest” in such a foreclosed property, including a bank that takes title to a house after foreclosure, will assume the interest subject to the rights of any bona fide tenant and certain notice requirements.

Under this law, the immediate successor in interest must provide tenants with notice at least 90 days before evicting them. Additionally, tenants must be able to stay in the residence until the end of their lease, with two exceptions: (1) where the property is sold after foreclosure to a purchaser who will occupy the property as a primary residence and, (2) where there is no lease (or where the lease is terminable at will under state law). However, even when these exceptions apply, tenants must still receive 90 days’ notice before they may be evicted. 
The protections of this law apply only to “bona fide” tenants — meaning that the lessee is not the mortgagor or a child, spouse, or parent of the mortgagor; the lease is the product of an arm’s-length transaction; and the rent is not substantially less than fair market rent (unless it is due to a government subsidy). Additionally, the law provides that it does not affect the requirements for termination of any federal- or state-subsidized tenancy or of any state law that provides longer notice requirements or other additional protections for tenants.  More information is available at http://www.nlihc.org/template/page.cfm?id=227.

Attachment 6: Sample Notice for Tenants to be Used by Successors in Interest
3.07 – Compliance with National Environmental Policy Act (Environmental Review)

All NSP Contractors must conduct an environmental review before MFA can release funds for the Activity.  Contractors may not commit NSP or non-NSP funds, by way of contract or other agreement, or take any other action for Activities until an environmental determination has been made and, if applicable, a release of funds is granted by MFA.  Where NSP funds will be used for the acquisition of a property, the Contractor may make an option agreement on a proposed property under the following conditions:
· The cost of the option is a small portion of the entire purchase price;

· The option agreement contains language stating that the purchase of the property is subject to completion of the environmental review by the Contractor and a review by the State Historic Preservation Office (SHPO) and,

· The option agreement contains language stating that the environmental review must end in a determination indicating the property is in compliance with the National Environmental Policy Act of 1969 (NEPA) before the property is purchased.

Note: An NSP Recipient may not provide NSP funds to another party to finance acquisition of tax foreclosed (or any other) property from itself, other than to pay necessary and reasonable costs related to the appraisal and transfer of title. A property conveyed in this manner to a Contractor, homebuyer, developer or jurisdiction will be NSP-assisted and subject to all program requirements, such as requirements for NSP eligible use and benefit to income-qualified persons.
To start the ER process, please complete the form shown as Attachment 7 and submit it to Karen Dunning as soon as your offer is accepted. 

Attachment 7: Pending Purchase Notification for Environmental Review
3.08 – Cost Reasonableness

Contractors providing purchase and rehabilitation assistance directly to homebuyers must certify that the assistance provided does not exceed the cost of rehabilitation and that the cost is deemed reasonable. The following guidance on cost reasonableness is excerpted from the Federal Grants

Management Handbook:

Generally, a cost is considered reasonable if it passes the prudent person test – it does not exceed an amount that could be incurred by a prudent person under similar circumstances. Other major considerations used in determining if a cost is reasonable are:

· whether the cost is generally considered as ordinary and necessary to the operation of the grantee or the performance of the federal award/program;

· the restraints or requirements imposed by such factors as sound business practices, arms-length bargaining, federal, state and other laws and regulations, and terms and conditions of other federal awards, or sponsored agreements;

· market prices for comparable goods and services;

· the extent to which actions taken with respect to the cost are consistent with institutional policies;

· whether the individuals concerned acted with prudence in the circumstances, considering their responsibilities to the grantee organization, its employees, the public at large and the federal government.

Ineligible improvements include but are not limited to the following:

· Any furniture or other personal household items;

· Payment, wholly or in part, of assessments for public improvements;

· Construction of or improving existing garage space which will result in personal use garage space per property, exceeding 800 square feet and 3 stalls;

· Construction of or aesthetic improvements to recreational facilities including, but not limited to, patios, gazebos, tennis courts, hot tubs, swimming pools, saunas;

· Costs associated with a project which will be incomplete (i.e. framing in a room addition);

· Greenhouse;

· Improvements begun or purchase of property occurred before the action plan posting date of December 1, 2008;

· Improvements to the portion of buildings or real estate owned by the association in a PUD or Condominium project;

· Labor costs paid to the Borrower or any resident of the household;

· New construction or expansion of an area used in a trade or business;

· Four season building additions which expand the existing housing footprint, except for reasonable expansions dealing with functional obsolescence or improvements which are consistent with neighborhood standards.

· Playground equipment;

· Repairs to or construction of outbuildings including, but not limited to, sheds, utility buildings, shops, barns, silos;

· Underground sprinkler systems; and

· Landscaping and sod, except for restoration of the site following an eligible Activity, or for health, safety or accessibility reasons.

To use NSP funds, the value of the NSP assisted property after rehabilitation must not exceed 95% of the median purchase price for the area, as determined by HUD, or, in accordance with the HOME Final Rule, as determined locally through market analysis.

Determining after-rehabilitation value: To establish project eligibility, after-rehabilitation value must be established prior to any work being performed.  The after-rehabilitation value is established using the appraisal method.  

The work write-up is used to establish the project cost; the cost estimate is used to determine whether the cost is reasonable for the project.  In other words:

· is the cost within regulatory limits

· is the cost within available funding

· is the cost reasonable for the scope of work compared to other available options to meet the goals and needs of the project

· are there other options that would be better for this project

will this project meet the intended objectives

All projects must be evaluated and certified for cost reasonableness before proceeding.  These three steps are crucial in the initial process of all rehab projects and must be performed with attention to detail, looking for any potential or suspected hidden issues or problems that could develop into expensive and time consuming change orders.  A contingency factor of at least 10 percent is a good precaution to help insure against cost overruns and enable completing a project successfully – within available funding, subsidy limits, and time allotments.   

3.09 – Maximum NSP Subsidy

Maximum NSP investment: The maximum per-unit NSP is based upon the HOME program guidelines.  The subsidy limit varies by location.  The maximum per-unit subsidy limit is: 100 percent of the dollar limits for a Section 221(d)(3) nonprofit sponsor, elevator-type development, indexed for base city high cost areas, and adjusted for the number of bedrooms. 
Attachment 8: 221(D)(3) Subsidy Limit Certification
3.10 – After Rehabilitation Value

To use NSP funds, the value of the NSP assisted property after rehabilitation must not exceed 95 percent of the median purchase price for the area, as published by HUD, or, in accordance with the Final Rule, as determined locally through market analysis.  For this program, MFA uses the 203(b) methodology for determining the 95% of median purchase price limit for owner occupied single-family housing.  We obtain these limits annually from the local HUD Field Office.  

Attachment 9: 203(b) After Rehabilitation Value Certification
Ch. 4 – Rehabilitation Requirements
Green Building Standards for Rehabilitation 

Projects will go into effect beginning in Program Year 2009 and are documented as follows:

High Efficiency Toilets:

High Efficiency Toilets: If replacing existing toilets with new models, they must be high efficiency toilets (HETs), which use less than 1.6 gpf, including pressure-assist toilets that consume as little as 1.0 gpf, gravity-flush toilets that consume 1.28 gpf, and dual-flush toilets that offer two flush volumes. If possible, choose a toilet that has been through third-party MaP (maximum performance) testing and is rated in grams; look for MaP test results of 350 grams or higher or for toilets that meet the new EPA WaterSense program requirements.

Low Flow Fixtures:

If replacing faucets in the kitchen or bathroom, or showerheads in the bathroom, these fixtures must meet or exceed the following standard:
· Kitchen Faucets: Install a low-flow faucet aerator to 1.5 gpm. These can be of the fixed-type or the flip-type.

· Bathroom Faucets: Install a low-flow faucet aerator to 1.0 gpm. These should be fixed.

· Showerheads: Install showerheads that use 2.0 gpm.

Appliances: 

If replacing the following appliances, replacement units must carry Energy Star certification for the following:

· Refrigerators and Freezers

· Dishwashers

· Clothes Washers

· Room Air Conditioners

· Central Air Conditioners

· Ceiling and Ventilating Fans

· Boilers, Furnaces or Heat Pumps

· Programmable Thermostats

HVAC:

If replacing components of the HVAC system of a home, new HVAC systems must be properly sized to ensure energy efficiency.  To ensure proper sizing and installation, follow the Energy Star/ACCA Quality Installation Standards (www.acca.org/quality/).  

Water Line and Water Heater Insulation:

If replacing or repairing water lines or water heaters, provide proper insulation of these components to improve energy efficiency. Select durable pipe insulation, and tightly insulate as many water lines, hot and cold, as possible. For water heaters, use water heater blankets, and ensure that the air flow beneath gas-fired natural draft water heaters is not blocked.  Follow the manufacturer’s instructions for installation of all water pipe and water heater insulation.
Wall and Roof Insulation:

If repairing or replacing wall or ceiling/attic/roof insulation, ensure that new insulation adheres to the following standards and is formaldehyde-free:

· Wood Frame Wall Insulation: 

· 2006 IECC Climate Zone 3: ≥ 13 R-value

· 2006 IECC Climate Zone 4: ≥ 13 R-value

· 2006 IECC Climate Zone 5: ≥ 19 R-value

· Ceiling/Attic/Roof Insulation:

· 2006 IECC Climate Zone 3: ≥ 30 R-value

· 2006 IECC Climate Zone 4: ≥ 38 R-value

· 2006 IECC Climate Zone 5: ≥ 38 R-value

Flooring: 

Hard-surfaced Flooring:
When replacing flooring, utilize hard-surfaced, resilient flooring materials, such as tile, wood, wood-laminate, bamboo, cork, natural linoleum, or finished concrete. When installing flooring using glues, use only low-VOC, formaldehyde-free adhesives. 

Carpet: 

When removing carpet, replace it with hard-surfaced flooring when possible. When carpet is installed, it should be located only in low-moisture areas. All carpet should be tacked down, not glued.  When possible, choose carpet products that are made from natural materials, such as wool, cotton, jute or hemp, but which have not been treated with pesticides or contain residues from dyes and finishes used in manufacturing. 

Windows and Exterior Doors:

When replacing windows and exterior doors, adhere to the following standards set by Energy Star for minimum National Fenestration Rating Council (NFRC) ratings for U-Factor and Solar Heat Gain Coefficient (SHGC) for the particular geographic region:

· 2006 IECC Climate Zone 3: U-factor ≤ 0.40 and SHGC ≤ 0.40

· 2006 IECC Climate Zone 4: U-factor ≤ 0.40 and SHGC ≤ 0.55

· 2006 IECC Climate Zone 5: U-factor ≤ 0.35 and any SHGC

The following are the 2006 IECC Climate Zones in New Mexico:

	2006 IECC Climate Zone
	New Mexico Counties

	CZ3 (South/Central)
	Chaves, Dona Ana, Eddy, Hidalgo, Lea, Luna, Otero

	CZ4 (North/Central)
	Bernalillo, Curry, De Baca, Grant, Guadalupe, Lincoln, Quay, Roosevelt, Sierra, Socorro, Union, Valencia

	CZ5 (Northern)
	Catron, Cibola, Colfax, Harding, Los Alamos, Mckinley, Mora, Rio Arriba, San Juan, San Miguel, Sandoval, Santa Fe, Taos, Torrance


Paints and Finishes:

When painting or applying finishes, use only low- or zero-VOC (volatile organic compounds) paints, primers, sealants, adhesives, coatings and other finishes. Also, avoid plastic-coated paper and vinyl wall coverings. 
Composite Wood:

When installing or replacing composite wood, such as particle board and medium-density fiberboard (MDF), ensure that products are free of urea-formaldehyde, and do not install these materials in high-humidity or high-moisture areas. When composite wood must be used, choose products that are moisture-resistant, such as particle board and MDF produced with MDI (polyurethane) or phenol-formaldehyde binders. This standard also applies to cabinetry and furniture made with composite wood.  

Integrated Pest Management: 

Do not use any insecticides. Use Integrated Pest Management methods to control pests. Seal all cracks, holes and crevices on interior surfaces and exterior surfaces to prevent access by pests. Use copper mesh to plug larger holes prior to finishing with plaster or drywall. Do not use steel wool. Place a thin dusting of 98% boric acid under kitchen cabinets, in wall cavities, cracks and crevices in the kitchen.  (www.doyourownpestcontrol.com)

Operations and Maintenance: 

· Provide a guide for homeowners that explains the intent, benefits, use and maintenance of green building features, along with the location of transit stops and other neighborhood conveniences, and encourages additional green activities such as recycling, gardening and use of healthy cleaning materials, alternate measures for pest control, and purchase of green power. 

· Provide a walk-through and orientation to the homeowner or new resident using the guide for homeowners from above that reviews the building’s green features, operations and maintenance along with neighborhood conveniences.  

· A template for the guide for homeowners is available at: 

www.hud.gov/offices/hsg/omhar/paes/green/owner/43health.doc
NM Energy$mart Program Energy-Saving Measures

Air Leakage Reduction:

· Repair or replacement of broken glass.

· Repair or replacement of threshold(s)

· Packing of cracks

· Caulking and/or weatherstripping

· Installation of door sweeps

· Repair or replacement of fireplace damper(s)

· Installation of water heater insulation blankets

· Resetting or replacement of thermostat control(s)

· Replacement of exterior doors only if the existing exterior door cannot be repaired

Insulation:

· Installation of ceiling (attic) insulation and other materials necessary for the effective performance or preservation of the insulation, i.e., venting, etc.

· Installation of wall and/or floor insulation and other materials necessary for the effective performance or preservation of the insulation, e.g., venting.

· Installation of water heater pipe insulation

Lighting:

Replace incandescent bulbs with CFL’s

Health and Safety:

· Repair gas leaks

· Repair or replace water heaters

· Install smoke detectors

· Install carbon monoxide detectors

· Replace furnace filters
General Code Compliance Requirements

a. Existing Code Sources.  As of January 1, 2005, all new rehabilitation work performed, as well as all new construction, must meet the requirements of: the “International Residential Code” (IRC 2003), the “Universal Plumbing Code” (UPC 2003) and the “Universal Mechanical Code” (UMC 2003),  the “National Electrical Code” (NEC 2002), the “New Mexico Building Code” (CID), and the “New Mexico Manufactured Housing Code” (NMMHD) under those editions which are currently adopted by the State of New Mexico Construction Industries Division and/or the New Mexico Manufactured Housing Division.  Hereafter, these code sources shall be referred to collectively as the Building Code.

b. Potential Code Sources.  In the event the New Mexico Construction Industries Division adopts additional codes (i.e. International Plumbing Code, International Mechanical Code, International Private Sewage Disposal Code) the requirements of those newly adopted codes shall be adhered to.

c. Housing Quality Standards.  In addition to the requirements established in this standard and the requirements of local codes, all units assisted with NSP1 funds must meet the housing quality standards in 24 CFR 982.401.  In rehabilitation projects where the work is performed on a portion of the home, the entire home must pass Housing Quality Standard inspection criteria.

Structural Requirements

a. General.  Residential structures may be of any type of construction that is permitted by the Building Code. Roofs, floors, walls, foundations, and all other structural components of the building shall be capable of resisting any and all forces and loads to which they may be subjected.  All structural elements shall be proportioned and joined in accordance with the stress limitations and design criteria as specified in the appropriate sections of the Building Code.  Buildings of every permitted type of construction shall comply with the applicable requirements of the Building Code.

b. Shelter.  Every building shall be weather protected as to provide shelter for the occupants against the elements and to exclude dampness.  The roof covering shall be capable of accommodating required loads as specified in the Building Code.  The roof shall provide a barrier against the weather to protect the supporting elements and the structure beneath.  Roof covering materials shall be approved and installed in a manner consistent with the manufacturer’s requirements and in accordance with the Building Code.

c. Protection of Materials.  All wood shall be protected against termite damage and decay as provided for in the Building Code.

d. Foundations.  The foundation and its’ structural elements shall be capable of accommodating all superimposed live, dead, lateral, and all other loads in accordance with accepted foundation design practices.  Lots shall be provided with adequate drainage and shall be graded as to drain surface water away from foundation walls.  Finish grade shall be below floor grade as per the Building Code minimum requirements.

Space and Occupancy Requirements

a. Location on Property.  Newly constructed buildings shall be located with respect to property lines and to other buildings on the same property as required by the Building Code.

b. Light.  Habitable rooms within a dwelling unit shall be provided with natural light by means of exterior glazed openings (i.e. windows, skylights) with a minimum opening area of 10 square feet.  Habitable rooms include those for living, sleeping, cooking and eating.  Bathrooms, closets, halls, storage or utility space are not considered habitable rooms.  

c. Ventilation.  Habitable rooms within a dwelling unit shall be provided with natural ventilation by means of operable exterior openings (i.e. windows, doors) with a minimum opening area of 5 square feet.  Bathrooms, laundry rooms, and similar rooms shall be provided with natural ventilation by means of operable exterior openings with a minimum opening area of 1½ square feet.  In lieu of required exterior openings for natural ventilation, a mechanical ventilation system may be installed providing the number of air changes to meet code for the room being ventilated.

Sanitation Requirements  

a. Plumbing Systems.  An acceptable plumbing system consists of three separate parts:  an adequate potable water supply system; a safe, adequate drainage system; and ample fixtures and equipment.  All installations shall be consistent with the Building Code.  

b. Septic Systems.  A septic tank with the field located away from the house is acceptable in rural areas.  Documentation or certification is to be obtained from the local health department or authorized local agency indicating that it is an approved sanitary system.

c. Bathrooms.  Each unit must have a bathroom.  The bathroom must be in a separate room with a flush toilet in operating condition.  The unit must have a shower or a tub with hot and cold water in operating condition.  These facilities must be connected to an approved disposal system.  The facilities may be scattered within the unit (such as a toilet in one enclosure and washbasin in another area.  The washbasin or sink must have a gas trap (drain trap).  Floors of bathrooms shall be resistant to damage from water or dampness. 

d. Kitchens.  Each dwelling unit shall be provided with a kitchen which is defined as being a separate room or area of a larger room which is used primarily for preparation of meals and storage of food.  A bedroom with a refrigerator in it cannot be defined as a kitchen.  Defined by facilities contained, a kitchen or kitchen area must have a separate kitchen sink for preparing food and washing dishes, with piped hot and cold water which drains into an approved system, a stove for cooking food, a refrigerator for storing food and facilities for the sanitary disposal of food and refuse.  The sink shall be of a nonabsorbent material.  All appliances must be free of hazardous conditions including a damaged or broken stove, sink or refrigerator that endangers users.  There must be no evidence of gas or water leakage that presents the danger of fire or electrical shock.  The stove and refrigerator must be free of potential hazards due to improper hookup.

e. Fixtures.  All plumbing fixtures shall be connected to a sanitary sewer or to an approved private sewage disposal system.  All plumbing fixtures shall be connected to an approved system of water supply and be provided with hot and cold running water, except water closets may be provided with cold water only.  All plumbing fixtures shall be of an approved nonabsorbent material.  All sanitary facilities shall be installed and maintained in a safe and sanitary condition and in accordance with applicable requirements of the Building Code.

Mechanical System(s) Requirements

a. Heating.  Dwelling units shall be provided with heating facilities capable of maintaining a room temperature of 70º F. (21.1ºC.) at a point 3 feet above the floor directly or indirectly in all rooms used for living.  Such facilities shall be installed and maintained in a safe condition and in accordance with all applicable laws and requirements of the Building Code.  Un-vented fuel-burning heaters are not permitted.  Wood, wood pellet or similar heating devices must be installed according to the manufacturer’s directions and according to applicable requirements of the Building Code.  All heating devices and wood burning heaters shall be of an approved type.

b. Evaporative Cooling Systems.  Evaporative cooling systems shall be installed according to the manufacturer’s guidelines.  Evaporative cooling systems shall be installed so as to minimize the probability of damage from an external source.  Every evaporative cooler shall be accessible for inspection, service and replacement without removing permanent construction. 

c. Electrical Equipment.  All dwelling units shall be connected to electrical power.  Every habitable room shall contain at least one electrical convenience outlet and at least one electric light fixture.  Every water closet compartment, bathroom, and laundry room shall contain at least one GFCI type electrical convenience outlet and one electric light fixture.  Every kitchen shall have at least two GFCI type electrical convenience outlets and one electric light fixture.

d. Water Heaters.  Gas water heaters may not be in bedrooms or other living areas unless safety dividers or shields are installed.  Water heaters are to be properly installed and maintained with adequate venting, relief valves and discharge lines conforming to current Uniform Plumbing Codes.

e. Ventilation.  Ventilation for rooms and areas and for fuel burning appliances shall be provided as required in the Building Code.  Ventilation systems shall be maintained in good operational order.

Safety Requirements

a. Attached Garages.  Garages attached to dwelling units shall be completely separated from the residence and its’ attic area by means in accordance with the Building Code.  Openings from a private garage directly into a room used for sleeping purposes shall not be permitted.  Other openings between a garage and residence shall be equipped with a properly fire rated self closing door as prescribed by the Building Code.  Garage and carport floor surfaces shall be of approved noncombustible material.  That area of floor used for parking vehicles shall be sloped to facilitate the movement of liquids toward the main vehicle entry doorway.

b. Exits.  Dwelling units shall have access directly to the outside or to a public corridor.  All buildings or portions thereof shall be provided with exits that meet the local Building Code, Fire Code or considered adequate by the appropriate local officials.  Sleeping rooms shall have at least one operable window or exterior door approved for emergency egress, escape, or rescue.  The unit must be operable from the inside to a full clear opening without the use of separate tools.

c. Smoke Detectors.  Each unit must have at least one hardwired (with battery backup) smoke detector in proper operating condition on each level of the dwelling unit, including basements but excluding crawl spaces and unfinished attics.  Smoke detectors are to be installed inside of each separate sleeping area or bedroom, in the corridor giving access to each separate sleeping area, and where there is a ceiling elevation change of two feet or more.  Detectors must be installed in accordance with and meet the requirements of National Fire Protection Association Standard (NFPA) 74 or its successors (currently NFJPA 72).  For assistance in determining specific requirements mandated by the standard, agencies should contact State or local fire officials with jurisdiction over the proposed property and with expertise concerning these requirements.  If the unit is occupied by any hearing-impaired person, smoke detectors must have an alarm system designed for hearing impaired persons as specified by NFPA 74.   

General Conditions

a. Substandard Conditions.  When substandard conditions are encountered in a unit to be rehabilitated with NSP1 funds, all substandard items must be addressed.  Any building or portion thereof which is determined to be an unsafe building in accordance with the Building Code or Housing Quality Standards, or any building or portion thereof  including any dwelling unit in which there exists any conditions that endangers life, limb, health, property, safety, or welfare of the public or occupants thereof shall be deemed to be substandard. 

b. Structural Hazards.  Buildings or portions thereof shall be deemed substandard when they are or contain structural hazards.  Structural hazards shall include, but not be limited to, the following:

· Deteriorated or inadequate foundations

· Defective or deteriorated flooring or floor supports

· Flooring or floor supports of insufficient size to safely carry imposed loads

· Members of walls, partitions or other vertical supports that split, lean, list, or buckle due to defective material or deterioration

· Members of walls, partitions, or other vertical supports that are of insufficient size to carry imposed loads with safety

· Members of ceilings, roofs, and supports or other horizontal members which sag, split or buckle due to defective material or deterioration

· Members of ceilings, roofs, and supports or other horizontal members that are of insufficient size to carry the imposed loads with safety

· Condition of stairs, railings and porches that are hazardous or not sound

· Potential for collapse of the chimney or the chimney is not capable of safely carrying smoke, fumes and gasses from the unit to the outside

c. Nuisance.  Buildings or portions thereof in which there exists any nuisance as defined in the Building Code are deemed substandard buildings. 

d. Hazardous Electrical Wiring.  Electrical wiring which was installed in violation of code requirements in effect at the time of installation or electrical wiring not installed in accordance with generally accepted construction practices in areas where no codes were in effect or which has not been maintained in good condition or which is  not being used in a safe manner shall be considered substandard. 

e. Hazardous Plumbing.  Plumbing which was installed in violation of code requirements in effect at the time of installation or plumbing not installed in accordance with generally accepted construction practices in areas where no codes were in effect or which has not been maintained in good condition or which is not free of cross-connections or siphonage between fixtures shall be considered substandard. 

f. Hazardous Mechanical Equipment.  Mechanical equipment which was installed in violation of code requirements in effect at the time of installation or mechanical equipment not installed in accordance with generally accepted construction practices in areas where no codes were in effect or which has not been maintained in good and safe condition or which is not being used in a safe manner shall be considered substandard. 

g. Faulty Weather Protection.  Buildings or portions thereof shall be considered substandard when they have faulty weather protection.  This is defined as conditions that would allow significant amounts of water or air to enter the unit which would result in damage such as the following: 

· Deteriorated, crumbling or loose plaster or stucco

· Deteriorated or ineffective waterproofing of exterior walls, roof, foundation or floors, including broken windows or doors

· Broken, split, rotted or buckled exterior wall coverings or roof coverings

· Visible internal water damage that indicates roofing failure

h. Faulty Materials of Construction.  The use of construction materials which are not specifically allowed or approved by the Building Code, or the use of approved materials which have not been adequately maintained in a good and safe condition, shall cause a building to be substandard.

i. Hazardous or Unsanitary Premises.  The accumulation of weeds, vegetation, junk, dead organic matter, debris, garbage, offal, rat harborages, stagnant water, combustible materials and similar materials or conditions on a premises shall constitute fire, health or safety hazards and shall be abated. 

j. Improper Occupancy.  All buildings or portions thereof occupied for living, sleeping, cooking or dining purposes which were not designed or intended to be used for such occupancies shall be deemed substandard.  

Ch. 5 – Forms
Attachment 1: NSP Setup/Completion form.

Attachment 2: NSP Request for Reimbursement form.

Attachment 3: Affirmative Fair Housing Marketing Plan

Attachment 4: Section 3 Completion Report

Attachment 5: NSP Voluntary Acquisition of Foreclosed Property (Relocation Notice)

Attachment 6: Sample Notice for Tenants to be Used by Successors in Interest
Attachment 7: Pending Purchase Notification for Environmental Review

Attachment 8: 221(D)(3) Subsidy Limit Certification
Attachment 9: 203(b) After Rehabilitation Value Certification
Attachment 10: Disclosure of Information on Lead-Based Paint and/or Lead-Based Paint Hazards

Attachment 11: NSP Acquisition/Rehabilitation Program Checklist 
Attachment 12: Green Building Checklist

Attachment 13: MFA Staff Listing
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