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New Mexico Mortgage Finance Authority

HOME Funded “House-by-House” Program 

Notice of Funds Availability

Date:  July, 2011
The New Mexico Mortgage Finance Authority (“MFA”) has allocated a portion of the Federal HOME Investment Partnerships Program (”HOME”) funds administered by MFA for a homeowner House by House Program. Capitalized terms, used in this Notice of Funding Availability (“NOFA”), except those otherwise defined herein, shall have the same meaning as the terms defined in the MFA New Mexico HOME Program Compliance Manual, as amended from time to time.  In the event of a conflict between the provisions of this NOFA and the provisions of the “Service Agreement” for a rehabilitation loan, the provisions of the Service Agreement shall control.  From time to time, MFA may amend the provisions of this NOFA by Program Notice.

Purpose

The purpose of the program is to provide funding for the rehabilitation of homes occupied by eligible low-income homeowners.  Funding of up to $80,000 may be available to homeowners whose annual household income does not exceed eighty percent (80%) of the area median income, adjusted for family size.  Each homeowner enters into an “Award and Restrictive Covenants Agreement” or in the case of Tribal land, a “Tribal Land Award Agreement”.  The terms of the agreement will vary depending on the household's income.  The loan will be, at a minimum, a non-amortizing, 0% interest subordinate loan that is due on sale, transfer or refinance during the affordability period.  (See Pages 3-4 for further details).
Eligible Partner Requirements
To participate in the House by House Program, an organization must be approved by MFA as an Eligible Rehab Agency (“Eligible Agency”). Prospective applicants must fit one of the following criteria to be considered for eligibility:

1. Entity or agency that is new to MFA rehabilitation activities and wish to learn the MFA rehabilitation process or;

2. Current Competitive Block Grant recipient (PY 2011) entity or agency that wants to provide rehabilitation services in areas of statistically demonstrated need that are currently not being served as determined by MFA;

3. Entity or agency applied for but did not receive funding through the current program year’s Competitive Block Grant Request for Proposal (RFP) process.  NOTE: If the reason for denial of funding was due to deficiencies or omissions with the RFP application, then those deficiencies and/or omissions must be addressed with the submission of the “Application for Eligibility – Rehabilitation Agency”. 
4. Current program year Competitive Block Grant recipient that has fully expended their program funds during the current program year and wishes to perform more home rehabilitations in their assigned area.
Only Eligible Agencies may access these funds.  To qualify as an Eligible Agency, the entity must submit the following:

1. Provide documentation of being duly organized in accordance with state or local law and is in good standing with any state authority such as the Public Regulation Commission and/or Charitable Registrar at the Office of the Attorney General  (e.g. Articles, Bylaws, and Certificate of Good Standing for a Corporation, Operating Agreement, and Certificate of Good Standing for a Limited Liability Company; partnership agreement and certificate of limited partnership for a partnership; 501 (c)(3) designation for a non-profit);
2. Provide an independent CPA’s auditors report (Audit) conducted in accordance with Government Accounting Standards (GAS). The GAS Audit will include an independent auditors report on the following: 1) financial statements; and 2) Internal Control over financial reporting and compliance.  Offerer will submit the most recent audit available for either FY2010 or FY2011 not to be older than 270 days after the end of agency’s program year.  The following types of Audit findings will disqualify Offerer from funding:
a. Repeat and unresolved audit findings.
b. For Single Audit, no proof of Federal Audit Clearinghouse submission (FORM SF-SAC) and, if Governmental entity, proof of current audit submission to the Office of the New Mexico State Auditor,
c. If referenced in audit as a separate communication, no submission of Management 
Response letter.
3. Letters of Support of Local Government for each service area. The letter(s) must be dated no later than 6 months from the application date. Current Board Resolution not older than 12 months from the date of the application showing approval for the agency to apply for the MFA House by House Program; If a Tribal entity, then submit a current Tribal Resolution showing approval for applying to the 2011 MFA House By House Program; 
4. Current Board Member List including name, employer and term length, if applicable;

5. Have a functioning accounting system that is operated in accordance with generally accepted accounting principles or has designated an entity that will maintain such an accounting system

consistent with generally accepted accounting principles;
6. Resumes of all Management Team personnel; and

7. Current General Liability Insurance Certificate

Beginning July, 2011, current Eligible Partners will no longer have to re-apply for eligible status annually. Current Eligible Partners will receive sixty (60) day notification prior to the expiration date of their contract and must reply within 30 days whether they wish to enter into a Service Agreement for the next Program Year. Continuation of eligible partner status is at the sole discretion of MFA will be based on prior performance in the House by House program.  
The entity or organization must be approved by the MFA based on its submission of a properly completed “Application for Eligibility – Rehabilitation Agency”, with all required attachments. Upon approval of the application, MFA will then enter into a Service Agreement with the organization.
MFA will issue commitments for eligible funding as set forth in the Service Agreement, the Procedural Guide and related program documents.  Fund allocations for the program will be reserved in accordance with the Program Reservation Procedures.  MFA’s commitment to fund each Rehabilitation project will be subject to MFA approval as evidenced by a Reservation Verification and a Notice to Proceed.  
The terms, conditions and descriptions applicable to the program to be made by MFA are as follows:
Agency Paid Fees

No fees may be charged or passed through to the borrower.
Subcontractors

Applicants shall not subcontract the management services to be performed under this Agreement without the prior written approval of the MFA. The only exceptions are for an Assessor, EPA Certified Lead Based Paint Assessor and construction crews.

Reservations

The reservation for the funding of each project by the MFA is subject to submission of the following; (i) a Project Application Package including a completed Reservation Request Form, (ii) a Homeownership Property Verification Package, and (iii) a Homeowner Income Certification Package.  MFA will acknowledge approval of the reservation by executing and delivering to the Eligible Agency a “Reservation Verification” letter.  Funding will be reserved on a first come, first served basis pending funds availability.  From time to time, MFA may suspend program participation in certain areas of the state if needed.

Notice to Proceed

MFA will issue a “Notice to Proceed” upon receiving the following documents,  (i) Environmental Review Forms, (ii) Appraisal or other verification of property value approved by MFA, and (iii) 203 (b), 221 (d) (3) and cost reasonableness certification. 
Interim Funding
Initial interim (construction) funding is subject to the following: (i) the submission of a copy of the signed and notarized Award and Restrictive Covenants Agreement or Tribal Land Award Agreement, (ii) the submission of evidence, if applicable, flood insurance and (iii) the submission of a Certification Package that includes the Pre-Construction Conference Report with Contractor Certification of eligibility to perform federal work, executed Construction Contract with scope of work, copy of Lead Based Paint Risk Assessment and Clearance, if applicable, and Invoice with Contractor Payment Request.

Final Funding

The final funding of each project is subject to the following; (i) the submission of a HOME Completion Report, (ii) the submission of a copy of the Certificate of Occupancy or Final Inspection from the proper Code Enforcement agency, (iii) the submission of a Green Building Checklist signed by the Eligible Agency and by the homeowner, (iv) the submission of the release of liens certification from the contractor, (v) the submission of the original recorded Award and Restrictive Covenants Agreement or Tribal Land Award Agreement.  The project must be completed within 120 days from date of Reservation.
All requests for reimbursement must be accompanied by supporting back up documentation. 
Eligible Borrowers

To be eligible for funding, the Current Annual Household Income of the borrower(s) must be at or below 80% of Area Median Income (AMI) adjusted for family size as determined by the U.S. Department of Housing and Urban Development (HUD) and calculated pursuant to the HUD Part 5 (Section 8) guidelines.  Terms of the loans will vary dependent on the income of each borrower.    
Property Eligibility

The home must be owned and occupied by the applicants as evidenced by a Title Search and a Deed.  Title to the property must be held as fee simple or a 99-year leasehold.  Homes located on Tribal Land may have a 50-year lease.  Any person(s) whose name(s) appear on the title to the property and all members of the household must be included for income determination purposes.  All property taxes must be current.  

The value of the home (as determined by appraisal or other method approved by MFA) cannot exceed the HUD published 203(b) value for the unit size, after rehabilitation.

In order to meet the MFA Construction Standards and HOME regulatory requirement, the minimum subsidy per unit is $1,500.  The property must meet all Construction Standards upon final funding of the loan.  Owners of properties located in floodplains or wetlands as identified by the Federal Emergency Management Agency shall be required to obtain and maintain Flood Insurance as a condition of receiving funding.

Properties with a home equity mortgage lien on the property or a real estate contract and properties located within the city limits of Las Cruces and Albuquerque are not eligible for this program.

Structure for Terms of Assistance

The form of assistance for households earning no more than 59.99 % of Area Median Income (AMI) will be a non-amortizing, 0% interest subordinate loan.  The loan will be due on sale or refinance during the affordability period. The loan will be forgiven at a rate of 20% of the principal balance per year during the last 5 years of the affordability period (1/5th per year for 5 years). For higher income households, the loan will be amortized and the interest rate will vary according to the household’s gross income as a percentage of the area median income as follows:

TABLE 1

	Tier
	Household % of Area

Median Income
	HOME Subsidy
	Interest Rate
	Terms

	1.
	0 – 59.9%
	$80,000
	0%
	Due upon refinance or sale for a period not to exceed 15 years.

	2.
	60%, 70%, 80%
	$80,000
	1%, 1.5%, 2%
	20 year amortizing loan.  


Buyer Equity

The pre-rehabilitation value of the home must be determined by appraisal or some other method approved by MFA before any rehabilitation work is performed.  Award and Restrictive covenants, Tribal Land Award Agreements or Mortgage and Promissory Note will be placed on the property that permits the homeowner’s investment to be recovered from the proceeds of sale, transfer or refinance of the property prior to any repayment of the HOME loan.  
203(b) Limits

The value of the home (as determined by appraisal or other method as approved by MFA) cannot exceed the HUD published 203(b) appraisal limits after rehabilitation.  The combination of an existing mortgage loan and HOME loan cannot exceed the value of the home.

Prior to any disbursement of funds, the Award and Restrictive Covenants Agreement, Tribal Land Award Agreementor Mortgage and Promissory Note if applicable will be provided by MFA and must be executed by the homeowner.  The Agreement is to be recorded at the County Clerk’s office where the property is located at project completion by the Agency and delivered to MFA.

Leveraging Resources

MFA realizes that it may take more than the “maximum” amount of HOME funds to adequately rehabilitate the home.  Our intent and priority under this program is to provide more HOME funds to the lower income borrowers (0-59.9% AMI) but still make funding available to the upper tiers (60-80% AMI) of borrowers.

In order to increase the number of families assisted with the limited HOME funds, MFA highly encourages leveraging with other resources.  

Subsidy Amounts

The minimum subsidy per unit for each tier is $1,500.  The maximum average of the HOME subsidy amount is $80,000 per project. Eligible expenses for construction costs (hard and soft costs) as well as the salaries for direct project related personnel such as a Project Manager or Administrative Assistant are billed directly to the subsidy.
Reservation of Funds

Eligible Agencies must reserve funds as indicated on MFA forms.

Administrative Fee
MFA may pay an Eligible Agency up to 10% of the total project cost as administrative fees for all projects. The Administrative costs for the program may be used for non-direct project related activities that contribute to the agency’s rehabilitation program.  The Administrative costs cannot be passed to the borrower.  

Areas of Statistically Demonstrated Need Counties

MFA has designated “areas of statistically demonstrated need.”  One of the objectives of the HOME House by House Program is to provide a statewide geographical distribution of housing resources where they are needed, and to limit the concentration of resources. Areas of Statically Demonstrated Need (counties listed below) are defined in the MFA 2011 State of New Mexico Action Plan.  

The following counties have been identified as Areas of Statistically Demonstrated Need:  Catron, Cibola, DeBaca, Harding, Hidalgo, McKinley, Mora, Rio Arriba, Roosevelt, San Juan, San Miguel, Sandoval, Socorro, and Taos. 

Colonias/Tribal Trust Areas

Colonia and Tribal Lands, are also defined as Areas of Statically Demonstrated Need.
Servicing

MFA will retain the original award/loan documents and maintain the loan records.  All payments, if applicable, will be made directly to the MFA.

Income Limits

The Income Limits to be used to determine eligibility shall be those established by the U.S. Department of Housing and Urban Development (HUD) and published annually.

Manufactured Homes

Mobile or manufactured homes are eligible for rehabilitation under this program.  Home funds may be used to purchase mobile or manufactured homes to replace homes that are too costly to rehab.  Under this program eligible Manufactured Housing must comply with the same requirements as site built homes. 

All work must meet MFA and HUD Construction Standards, local building code and manufacturer’s warranty requirements, AND MUST BE PERFORMED BY A CONTRACTOR LICENSED FOR MANUFACTURED HOMES.  Program funds can be used to secure a manufactured home to a permanent foundation.
Flood Insurance

Owners of properties located in floodplains or wetlands as identified by the Federal Emergency Management Agency shall be required to obtain and maintain Flood Insurance as a condition of receiving funding.

Lead-Based Paint

HUD has revised and consolidated its lead-based paint regulations, which are listed in 24 CFR Part 35 and can be found at www.hudclips.org.  The changes enacted by the new regulation affect rehabilitation.  Major changes under the new lead-based paint regulation include notification, lead hazard evaluation, lead hazard reduction, ongoing maintenance, and addressing children with Environmental Intervention Blood Lead Levels.  
On April 22, 2008, EPA issued a rule requiring the use of lead-safe practices and other actions aimed at preventing lead poisoning. Under the rule, beginning in April 2010, contractors performing renovation, repair and painting projects that disturb lead-based paint in homes, child care facilities, and schools built before 1978 must be certified and must follow specific work practices to prevent lead contamination.
All Eligible Agencies must certify and comply with applicable lead-based paint regulations listed in 24 CFR Part 35.
Environmental Reviews

All projects are subject to an environmental review and must receive appropriate clearance prior to any funds expenditure, including Soft Costs and Lead Based Paint.

Other Requirements

1. Refinances will not be eligible under this program. 

2. Eligible Agencies may not have more than three (3) projects open for funding at any one time unless waived at the sole discretion of MFA. 

3. The final request for reimbursement is to be submitted with the completion report and the original recorded Award and Restrictive Covenant, Tribal Land Award Agreement or Mortgage Note (provided by MFA).

4. The Eligible Agency will be responsible for guaranteeing that the work is properly inspected and completed.  It will be the obligation of the Eligible Agency to insure that the property meets all code requirements, construction standards and other HOME requirements, including but not limited to those associated with HQS and lead-based paint. 

5. The amount of HOME funds invested in a project, including Administrative & Soft Costs, may not exceed the 221(d)(3) limits as established by HUD.  Determination of the 203(b) Limits for after rehabilitation value of the homes must be obtained by an appraisal or other method as approved by MFA.  The combination of an existing mortgage loan and HOME loan cannot exceed the value of the home.  

6. In the event that compliance monitoring indicates deficiencies in any of the units, funding may be immediately discontinued on all pending projects.
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