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Introduction

Background on Neighborhood Stabilization Program

In mid-summer, Congress passed the Housing and Economic Recovery Act (HERA), which included a number of housing stimulus provisions. One of these, Title III, has come to be known as the Neighborhood Stabilization Program (NSP). Under NSP, the Congress appropriated $3.92 billion to address foreclosed and abandoned housing that is having a detrimental effect on neighborhoods. Through a Congressionally-mandated formula, HUD has allocated $19.6 million to the state of West Virginia, the minimum award amount. 

The Regulations and Requirements of the Neighborhood Stabilization Program are outlined in HUD NSP Notice; Federal Register dated October 6, 2008 (CFR.S255-N-01) found at www.hud.gov/nsp. The State recommends that each applicant read the Notice and any other documents that assist in understanding the NSP to develop their own NSP-assisted project. 
The State of West Virginia submitted an NSP Action Plan (in the form of a “substantial amendment” to the Consolidated Plan) to the United States Department of Housing and Urban Development (HUD) on November 26, 2008. HUD approved the Action Plan and executed a contract with the West Virginia Development Office (WVDO). HUD requires that all NSP funds must be committed (i.e., under binding contract for expenditure on specific addresses) within 18 months of the grant award, which means by September 4, 2010. All Applicants should read the Action Plan Amendment found at http://www.wvdo.org/community/NSP_Final.pdf
State of West Virginia Partnership

WVDO partnered with the West Virginia Housing Development Fund (WVHDF) and the Governor’s Office of Economic Opportunity (GOEO) to administer NSP (from now on referred to as “The State.”) WVDO will serve as grants administrator. During the Request for Proposal (RFP) process, WVHDF will assist WVDO in managing the allocation of NSP Funds by identifying potential projects, developing the RFP, and underwriting the submitted applications. HUD mandates that the State set-aside 25% of its total NSP award amount (or $4,900,000) to assist household at or below 50% area median income (AMI). GOEO, WVDO and WVHDF will collaborate to foster projects that meet this NSP requirement.
State Application Requirements and Review Process

Overview


The purpose of this application is to provide subsidies in the form of grants for the acquisition and rehabilitation of foreclosed or abandoned housing that is affordable to households earning at or below 120% AMI. 
The State established criteria based on and in order of magnitude:

1. Geographic targeting based on high need and risk areas per the NSP Action Plan Amendment

2. Project design in compliance with NSP, especially the requirement of 25% of the State’s total NSP Award must assist households earning at or below 50% Area Median Income (AMI).
3. Organizational capacity of applicant to carry out the proposed activities in a timely manner and in compliance with NSP and other federal requirements
4. Readiness to proceed in order to meet the deadlines of September 4, 2010 for obligation of funds and March 4, 2013 for expenditure of funds as defined by HUD in the NSP Notice (CFR.S255-N-01). Due to the expedited timeline for NSP, special consideration will be provided to those applications that are “Address Specific.” The State defines “Address Specific” in the Definitions Section of this guide. 
The State encourages the employment of veterans of the United States Armed Services. 

Time Frames

Obligation of Funds.
 All State of West Virginia NSP funds must be obligated by September 4, 2010. HUD defines obligation as when funds are obligated for a specific NSP activity (e.g. acquisition of a specific property). Funds are obligated when orders are placed, contracts are awarded, services are received, and similar transactions have occurred that require payment by the State during the same or a future period. Funds are NOT obligated for an activity when subawards are made (e.g. grants to local governments or other eligible entities.)


Expenditure of Funds. All State of West Virginia NSP funds must be expended by March 4, 2013, i.e. the Applicant draws down on NSP funds to reimburse for NSP activities (e.g. a contractor rehabbed a house and the Applicant submits a draw to the State for reimbursement of the work completed.)

Applicant Performance Requirements. The State will closely monitor each applicant’s performance and progress towards meeting the obligation and expenditure deadlines. While reviewing applications and making award decisions, the State reserves the right to adjust award amounts based on the capacity of the applicant and program design of their proposed project. After contract execution with awarded applicants, the State reserves the right to withdraw and de-obligate funds of applicants that are substantially behind the benchmarks outlined in their submitted application and re-obligate them to high-performing applicants.
Eligible Applicants

Nonprofit corporations with 501(c)(3) status and State of West Virginia Certificate of Existence; 

For-profit corporations with State of West Virginia Certificate of Existence; 

Local Units of Government; 

Public Housing Authorities; and
Quasi-government Housing Agencies 

Organizational Capacity of Applicant

Due to the strict time requirements of the NSP, the State will assess the capacity of each Eligible Applicant through this RFP process and analyze Applicants ability to manage funds and housing projects, especially given the intense timeframe to obligate NSP funds. The State will examine whether the Applicant has demonstrated its proficiency and ability to quickly and efficiently deliver programs such as CDBG and HOME. The State has sole discretion to determine whether each organization’s experience managing housing projects will qualify them to be awarded an NSP allocation.
Development Team Approach


Although only one organization will be on the Application, the State strongly encourages that the Applicant take a “Development Team Approach” in applying for and administering NSP. The State wants the Applicant to demonstrate that they have assembled a Development Team with sufficient experience and expertise to undertake and successfully complete the planned activities in a timely manner as described in the Application. The State will ask for documentation that outlines the roles and responsibilities of key team members to implement an NSP project. A successful NSP Development Team and Delivery System will have the ability to successfully manage and complete the following:
	Acquisition
	Construction Management
	Funds Management and Compliance

	· Marketing and Homebuyer/Tenant Cultivation
	Financial Structuring


Program Delivery Costs


The State will not award General Administration and Planning Funds to manage an NSP project. Rather, the State will provide professional service fees and reimburse program delivery costs that are reasonable and properly recorded and documented. The fees are outlined in the Program Design section of this RFP. Eligible program delivery costs, as defined in 24 CFR 570.26, may be charged to the particular Eligible Activity performed.
State Application Deadlines and Schedule

Application Workshop



June 11, 2009

Application Due Date



August 10, 2009 (Postmarked or Hand Delivered)
 Award Announcements**



October 30, 2009

**This is an anticipated schedule and is subject to change.  


NSP Applications must be postmarked or hand delivered to WVHDF by August 10, 2009 or they will be rejected.  Applications may be hand delivered to WVHDF between 8:30 AM and 4:30 PM and must be stamped to confirm receipt. Only one application per housing program per organization is allowed.  Faxed or email applications will not be accepted. 

State Application Submission Requirements


The applicant must submit the following items to the State via Hard Copy:

· One (1) original including all application forms, original signatures, and the supporting documents required in the tabs

· Two (2) copies of completed application including all application forms, copies of original signatures, and the supporting documents


All applicants must retain a copy of this application package.  Applicants that receive funding will be bound by the information contained herein.

Address to Submit Application Packages

West Virginia Housing Development Fund

Attn: Stephen P. Bailey, Managing Director of Economic Development

814 Virginia Street, East

Charleston, WV 25301

Phone: 304-345-6475 or 800-933-9843

State Applications Review - Four-Step Process
Step 1 - Application Review by Geographic Targeting
For all application reviews, the State will review and prioritize all applications with projects in Level 1 Priority Areas per the West Virginia NSP Action Plan. The State will not consider any Level 2 or 3 applications until all Level 1 projects are evaluated, scored and ranked. The goal is to approve as many viable projects in Level 1 Priority Areas and within Income Eligible Census Block Groups before committing to fund projects in Level 2 or 3 Priority Areas.

In the event that the applications from the Level 1 Priority Areas do not reach:

$17,640,000 in total NSP project allocations (i.e. $19,600,000 less 10% Admin), and/or

25% Set-aside Requirement of assisting households earning 50% of AMI or less with Eligible Use B – Acquisition and rehabilitation of abandoned or foreclosed property or Eligible Use E – Redevelopment of abandoned or foreclosed upon vacant land
then the State will review Level 2 projects and score such funding requests based on the following threshold criteria:

1. Projects are in eligible census block groups
2. Projects meet the 25% Set-aside Requirement

3. Projects are presented to and approved by the HUD Pittsburgh Field Office for discussion concerning NSP Compliance.
If Level 2 projects also do not reach the above thresholds, then the State will review projects in Level 3 Priority Areas.
Step 2 - Completeness

All required exhibits and attachments are included and the application was postmarked on or before the due date.  The State may contact an applicant after an application deadline to request clarification of information contained in a pending application.  However, if the State requests additional information from the applicant, all documents are due on or before the date provided by the State. Failure for the applicant to do so may result in the State rejecting the application for funding.

Step 3 - Threshold

The application meets all of the required threshold criteria found on page 16.
Step 4 - Scoring

Applications that pass the completeness and threshold reviews are then scored according to the State’s published scoring summary, found within each applicable application exhibit. Applications failing to meet Steps 1, 2 or 3 will not be scored. 

Unfunded Applications

Unfunded applicants will be notified in writing. 
Program Updates

The State advises Applicants to keep abreast of NSP program changes. Since this is a new housing program, HUD is continually providing guidance on and updating the NSP Program. As a result of this and other factors, the State may need to adjust and modify the program design, operation and/or submission requirements, including the guidelines of this Request for Proposal (RFP).

HUD updates appear on the website at www.hud.gov/nsp . The State will post updates on the WVHDF, WVDO and GOEO websites at www.wvhdf.com , www.wvdo.org and www.wvf.state.wv.us/oeo, respectively. Applicants are strongly advised to monitor these sites frequently for program changes.

Policy Guidelines
Eligible Geographic Areas

The use of the NSP is geographically limited to those Counties that the State has identified as Areas of Greatest Need and serves census block groups where at least 51% of the residents have incomes at or below 120% AMI (from now on referred to as Income-eligible Block Groups). For further information on the State’s methodology to determine the Area of Greatest Need please refer to the State of West Virginia Substantial Amendment to Fiscal Year 2008 Action Plan – Neighborhood Stabilization Program.

Applicants may determine if their proposed target area for their project is an income eligible block group by going to www.policymap.com/maps or www.hud.gov/nsp.

The State identified three levels of greatest need for NSP in West Virginia:

Level One Priority Area

The 12 counties with the highest priority to receive NSP funds are the following counties:

	1. Berkeley
	2. Brooke
	3. Cabell

	4. Fayette
	5. Hancock
	6. Jefferson

	7. Marshall
	8. Kanawha
	9. Raleigh

	10. Ohio
	11. Wayne
	12. Wood


Level Two Priority Area

The 13 counties with priority, only after all Level 1 Applications are considered, to receive NSP funds are the following counties:

	1. Doddridge
	2. Hampshire
	3. Harrison

	4. Lewis
	5. Mason
	6. Mercer

	7. Pleasants
	8. Pocahontas
	9. Putnam

	10. Roane
	11. Summers
	12. Tyler

	13. Wirt
	
	


Level Three Priority Area

The State will consider applications from the 30 remaining counties with priority to receive NSP funds, only after all Level 1 and Level 2 Applications are considered.
Important NSP Definitions
Abandoned.  A home is abandoned when mortgage or tax foreclosure proceedings have been initiated for that property, no mortgage or tax payments have been made by the property owner for at least 90 days, AND the property has been vacant for at least 90 days. Documentation to ensure abandonment will include (1) “Notice of Sale” pursuant to State of West Virginia Foreclosure Law demonstrating that foreclosure proceedings begun; (2) “Notice of Default” pursuant to State of West Virginia Foreclosure Law demonstrating no payment for at least 90 days; AND (3) Property is vacant because utilities shut off for at least 90 days, applicant verified vacancy with site inspection, or other evidence acceptable to the State. 
Address Specific Projects. Projects where the applicant has specific foreclosed, abandoned and vacant properties identified and have begun the due diligence process to acquire, rehabilitate or redevelop such properties with NSP funds. Due Diligence includes, but is not limited to, and subject to State review:

(1) Applicant sending and Seller receiving URA Voluntary Acquisition Letter (Appendix A) 

(2) Both parties executing the NSP Addenda (Appendix B) that outlines the NSP contingencies to purchase (including the 1% discount price). The Addenda must be reviewed by Local Government. 

(3) Applicant satisfying the NSP Contingencies such as the Proof that the Property is Abandoned or Foreclosed Upon, Environmental Review Record, Title Search, the URA-compliant Appraisal for properties exceeding $25,000, etc. and/or
(4) Applicant completing the Site Inspection and developing the proposed Scope of Work to redevelop a vacant property that meets NSP requirements.

Affordable Rents. The State has adopted and applicants must conform their proposals to the HOME program affordability standards at 24 CFR 92.252(a), (c), (e) and (f), and 92.254. These standards will be the minimal affordability standards and any other standards proposed and applied must be enforceable and longer in duration.

Blighted Structure. A structure is blighted when it exhibits objectively determinable signs of deterioration sufficient to constitute a threat to human health, safety and public welfare. See the State of West Virginia Action Plan for further definition. Documentation must demonstrate that property meets definition of Blight through state or local law and be acceptable to the State. 

Compliance with Lead-based Paint Procedures. The activities concerning lead-based paint will comply with the requirements of 24 CFR part 35, subparts A, B, J, K and R.

Continued Affordability. The State has adopted and applicants must conform their proposals to ensure continued affordability for NSP-assisted housing by the use of enforceable recorded liens, written agreements and contracts that to the maximum extent practicable and longest feasible term that property assisted with NSP funds will remain affordable to individuals or families whose incomes do not exceed 120% of area median income or, for units originally assisted with funds that meet the 25% set-aside will remain affordable to individuals and families whose incomes do not exceed 50% AMI.


The minimum affordability requirements for NSP are:

	Homebuyer
	

	NSP Subsidy per Unit
	Affordability Period

	Less than $15,000
	5 years

	$15,000 - $40,000
	10 years

	More than $40,000
	15 years

	Rental
	

	NSP Subsidy per Unit
	Affordability Period

	Less than $15,000
	5 years

	$15,000 - $40,000
	10 years

	More than $40,000
	15 years

	Acquisition or Building of New Construction Unit
	20 years



These are minimum requirements. The applicant may propose to implement more stringent affordability requirements than the minimum listed above to ensure that the properties remain affordable for as long as possible.


The State has established guidelines for the recapture of NSP funds. For homebuyers, the amount of NSP funds subject to recapture is based on the amount of NSP assistance that enabled the homebuyer to buy the dwelling unit (homebuyer subsidy). The net proceeds are the sales price minus loan repayments (other than NSP funds) and closing costs.


If the net proceed from the sale of the house are not sufficient to recapture the full amount of the NSP funds invested, plus recover the amount of the homebuyer’s down payment and any capital improvements made by the owner since purchase, the State will share the net proceeds proportionally with the homebuyer.


If the net proceeds from the sale of the house are sufficient to recapture the full amount of the NSP funds invested, plus recover the amount of the homebuyer’s down payment and any capital improvements made by the owner since purchase, the homebuyer shall retain the appreciation (excess net proceeds).


The “Resale Option” to another income-eligible buyer to maintain continued affordability will not be permitted by the State in the NSP.


The Recapture Provisions will be triggered by a voluntary sale, involuntary sale or conversion of use of the dwelling unit to rental or any other non-permitted use.
Current Market Appraised Value. The current market appraised value means the value of a foreclosed upon home or residential property that is established through an appraisal made in conformity with the appraisal requirements of the URA at 49 CFR 24.103 and completed within 60 days prior to an offer made for the property by an applicant. If the anticipated value of the proposed acquisition is estimated at $25,000 or less, the current market appraised value of the property may be established by a valuation of the property that is based on a review of available data and is made by a person the recipient determines is qualified to make the valuation.

 
Foreclosed.  A property “has been foreclosed upon” at the point that, under state or local law, the mortgage or tax foreclosure is complete.   HUD generally will not consider a foreclosure to be complete until after the title for the property has been transferred from the former homeowner under some type of foreclosure proceeding or transfer in lieu of foreclosure, in accordance with state or local law. Documentation to ensure property meets definition of Foreclosed Upon includes a Trustee’s Deed that transfers ownership to the purchaser at the Public Mortgage Foreclosure Sale Auction or to the purchaser at the Public Tax Lien Foreclosure Sale. NOTE: Mortgage Foreclosures do not have a redemption period, but Tax Foreclosures have a 17-month redemption period. The State will not fund applications with property in the redemption period.
Homes and Residential Properties.  HUD interprets “homes” as any type of permanent residential dwelling unit, such as detached single family structures, townhouses, condominium units, multifamily rental apartments (covering the entire property), and manufactured homes where treated under state law as real estate (not personal property).  “Residential properties” includes all of the above plus vacant land that is currently designated for residential use, e.g. through zoning.
Homebuyer Education Counseling. Homebuyers who are purchasing an NSP-assisted unit are required to receive and complete a minimum of eight hours of homebuyer education counseling before obtaining a mortgage loan. Current providers of homebuyer education services designed, approved and administered by HUD, NeighborWorks America, and the WVHDF will conduct face-to-face group homeownership education utilizing interactive techniques, a training manual and other relevant materials. The course will include an overall view of homeownership, credit, budgeting, the mortgage process, home maintenance, repairs and improvements. Educators will collect and maintain specific information from education clients in accordance with the laws and governing organizations.

Housing Construction and Rehabilitation Standards. All units rehabilitated, built or redeveloped with NSP funds shall meet all applicable local codes, construction and rehabilitation standards, ordinances and zoning ordinances at the time of project completion. Standards set forth in the State Building Code (West Virginia Code Section 87-4-1) will be utilized as the minimum requirements and standards for residential structures and all existing premises, including equipment and facilities for light, ventilation, space, heating, sanitation, protection from the elements, life safety, safety from fire and other hazards and for safe and sanitary maintenance. 
In addition, the State will give special consideration to those Applicants that incorporate Energy Efficiency Standards into their projects to promote sustainability. 
Land Bank. A land bank is a governmental or nongovernmental nonprofit entity established, at least in part, to assemble, temporarily manage, and dispose of vacant land for the purpose of stabilizing neighborhoods and encouraging re-use or redevelopment of urban property. For the purposes of the NSP program, a land bank will operate in a specific, defined geographic area. For the purposes of the West Virginia NSP program, the land bank must also serve an area with a Neighborhood Revitalization Plan. The land bank will purchase foreclosed upon properties and maintain, assemble, facilitate redevelopment, market and dispose of the land-banked properties. If the land bank is a governmental entity, it may also maintain foreclosed property that it does not own, provided it charges the owner of the property the full cost of the service or places a lien on the property for the full cost of the service. The State requires that property held by the land bank with NSP funds be redeveloped by March 4, 2013. Otherwise, the property is transferred over to WVHDF at no cost to the State. The State recommends that Applicants interested in land banking contact the State for further consultation.
Neighborhood Revitalization Plan. For purposes of the State NSP Program for an Applicant to use funds for land banking, the State defines a Neighborhood Revitalization Plan as a defined geographic area to be acquired and redeveloped to revitalize the neighborhood market. The Plan will provide a map of the geographic area, outline the needs and opportunities of the area, and provide a proposed range of interventions to assist in the market recovery of the area. The revitalization plan must be approved by a government entity or board of directors within the past 10 years (i.e. approved no earlier than August 10, 1999.) 

Program Income. Any program income generated by the sale of a home or residential property to an individual who will live in the NSP-assisted home as a primary residence will be immediately returned to the State when received by the subgrantee. The State has sole discretion to determine how they will redistribute program income.

Property Eligible to meet the Low-Income Set-aside (25% of funds for individuals at or under 50% Area Median Income):  The legislation says that these funds “shall be used for the purchase and redevelopment of abandoned or foreclosed upon homes or residential properties”.  Vacant land under Eligible Use E, must also be foreclosed upon or abandoned for any housing constructed on it to qualify for the set-aside requirement.

Purchase Discount. Any purchase of a foreclosed home or residential property shall be at a one percent (1%) discount from the current appraised market value of the home or property, taking into account its current condition, and such discount shall ensure that purchasers are paying below-market value for the home or property.


Sales Price of Homes. If an abandoned or foreclosed upon home or residential property is purchased, redeveloped, or otherwise sold to an individual as a primary residence, then such sale 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. (Sales and closing costs are eligible NSP redevelopment, construction, or rehabilitation costs.) Note that the maximum sales price for a property is determined by aggregating all costs of acquisition, rehabilitation, new construction,  redevelopment and related delivery costs, which does include costs related to the sale of the property.

Vacant Property. Any property that (1) has not been occupied for a period of at least 90 days; and (2) may include unimproved vacant land. Documentation for vacant structures include utilities shut off for at least 90 days, a site inspection by applicant to verify vacancy, or other evidence acceptable to the State.

Eligible Uses by Eligible Property

	
	Eligible Uses
	Foreclosed Homes and Residential Properties
	Abandoned Homes and Residential Properties
	Blighted Structures
	Demolished Properties
	Other Vacant Properties

	A
	Financing Mechanisms


	Yes
	No
	Only if 

Foreclosed
	N/A
	Only if

Foreclosed

	B
	Purchase and Rehab
	Yes
	Yes
	If Foreclosed or

Abandoned
	N/A
	No

	C
	Land banks
	Yes

(Homes & Residential Property only)
	No

(Foreclosed only)
	Only if

Foreclosed home
	No
	No

	D
	Demolition


	Only if

Blighted
	Only if

Blighted
	Yes
	N/A
	Only if

Blighted

	E
	Redevelopment


	Only if

Vacant
	Only if

Vacant
	Only if

Vacant
	Yes
	Yes

	
	Comments
	
	
	Locally defined

Not limited to

residential structures.
	Not limited to

residential structures.
	Land or structures.

Not limited to

residential property


Source: www.hud.gov/nsp
threshold requirements

Applications that do not meet any of these criteria may not be considered for funding at State’s discretions. 
Application Threshold Requirements
1. NSP Application Target Area must serve an area that is in an Income-Eligible Census Block and preference will be given to those in Priority Level 1 Areas.
2. All NSP Projects must serve households at or below 120% AMI in areas where at least 51% of the households are at or below 120% AMI.
3. Projects serving households at or below 50% of AMI that seek to count towards the 25% very low-income set-aside must be housing in units that were abandoned or foreclosed upon homes or residential properties OR units redeveloped on demolished or vacant land that is abandoned or foreclosed residential property.

4. Application must score at least 60 points out of 100 points to be considered for funding.
5. On or before the application deadline, the applicant must provide all documentation as instructed within the NSP Application.  If the State requests additional information from the applicant, all documents are due on or before the date provided by State staff.
Applicant/Organization Threshold Requirements

1. The applicant must have resolved all previous state and federal monitoring requirements. 
2. All open CDBG and HOME awards provided to the award recipient must have made sufficient progress towards setup and completion in the sole judgment of the State. 
3. The State may disqualify an application where the applicant or a member(s) of development team is currently in non-compliance with terms and conditions of any Government Contract.
4. The State has the right to disqualify an application where applicant has overdue debts, liens, judgments, property taxes, water bills, etc. owed to Local, State or Federal Government.
5. The State reserves the right to disqualify an application where the applicant is involved in a legal proceeding or a bankruptcy, or is under investigation for fraud or negligence.
6. The State reserves the right to disqualify any application where the applicant or any related parties has a history of disregarding the policies, procedures, or staff directives associated with administering any State, Federal, or affordable housing entities. Those entities include but are not limited to WVDO, WVHDF, or GOEO; HUD, U.S. Department of Agriculture - Rural Development, or Federal Home Loan Bank.
7. The State reserves the right to disqualify an application where applicant has outstanding and unresolved audit findings within the past three years of their audited financial statements.
Scoring Criteria

The State will score Applications based on a weighted scale of 100 points and the following criteria:

Organizational and Implementation Capacity of Applicant
35 points

Capacity of Development Team Staff



10 points

Previous Development Experience and Projects


10 points

Financial Capacity of Development Team



10 points

Funds Management Capacity of Applicant



  5 points

Community Need







25 points

Energy Efficiency Building / Rehab Standards


 5 points

Targeting 50% AMI or less households to meet 25% Set-aside
20 points

NSP Project Design







20 points

Sources and Use Budget





10 points

Development ProForma





 5 points

Project Description






 5 points

Readiness to Proceed






20 points
Due Diligence of Foreclosed and Abandoned Property

10 points


Pre-Approved & Income-certified Homebuyers or Renters
10 points

program design

Homebuyer Rehab, New Construction and Reconstruction

	National Objective
	Serves Low-, Moderate- and Middle-Income Households in Low-, Moderate- and Middle-Income Eligible Census Block Groups

	Eligible Homebuyer Applicants
	Earn at or less than 120% AMI

Able to receive Mortgage based on traditional lending practices

Complete at least eight (8) hours of homebuyer education

Purchase an NSP-assisted House

	NSP Eligible Uses
	“A” Establish financing mechanisms for purchase and redevelopment of foreclosed upon homes and residential properties, including such mechanisms as soft-seconds, loan and/or loss reserves, and shared-equity  

 “B” Purchase and rehabilitate homes and residential properties that have been abandoned or foreclosed upon, in order to sell, rent, or redevelop such homes and properties 

 “E” Redevelop demolished or vacant properties.  

	NSP Eligible Property
	Abandoned or Foreclosed Homes and Residential Properties per the HUD NSP Definition

Purchased at a Discount of 1% of Appraised Fair Market Value

	Maximum NSP Subsidy for Homeownership Rehab or Reconstruction
	$125,000 per home for combination of Development Subsidy and Homebuyer Subsidy needs based on subsidy layering feasibility analysis review.
Development Subsidy: where the total development costs exceed sale price based on fair market appraised value of the improved home and/or

Homebuyer Subsidy: where the homebuyer needs a write down of the first mortgage and/or down payment and closing cost assistance so that PITI meets affordability standards.  Modeled on WVHDF CHDO program.

[image: image2.wmf]Development Subsidy

Homebuyer Subsidy

Total Allowable NSP Subsidy

$125,000

Use

Maximum NSP

Subsidy per Unit

$100,000

$50,000



	Required Reasonable Home Mortgage Terms


	Repayment term of no more than 35 years with no balloon payment requirements

Interest rate expressed as Annual Percentage Rate (APR) may not exceed 4% above US Prime Rate

No adjustable rate mortgages

No prepayment penalties


	Required Reasonable Home Mortgage Terms (cont’d)
	Lender fees may not exceed 3% of loan amount

First Mortgage lender must allow State to record NSP Second Mortgage and Deed Restrictions for the Affordability Period and Homebuyer Subsidy Agreement.
Housing to Income Ratio of no less than 25% and no more than 33% of gross household income

Total Debt to Income Ratio of no more than 42%.  Lender may have more restrictive maximums.

	Rehab, New Construction and Reconstruction Standards
	State encourages developers to improve NSP-assisted units to a level of quality where it helps in increasing values of adjacent properties on a residential street.

Developers should incorporate into rehabilitation and reconstruction specifications:

1. Compliance with State Building Health and Safety Code

2. Sustainable “Green” Building and Energy Efficiency Improvements and

3. Marketability Improvements

State will allow the following improvements so long as project is feasible and NSP subsidy does not exceed $100,000 in Development Subsidy and $125,000 in Total Subsidy:

· Enhanced Landscaping and Exterior Finishes

· Addition of Porch, Bathroom, Car Port

· Central Air Conditioning and Heating

· Upgraded Counter Tops, Flooring and Finishes
· Ceiling Fans

· Appliance Packages with home purchase

	Professional Fees
	Developer Fee: 20% of Total Development Costs not to exceed $15,000 per unit
Sales Referral Fee: 6% of Sales Price or $6,000 (whichever is greater) per unit
Homebuyer Education Fee: $1,500 per NSP-assisted unit sold to eligible homebuyer

All professional service fees paid at closing.

	Timeline
	Obligation Period: October 2009 – September 4, 2010
Expenditure Period: October 2009 – March 4, 2013


Rental Housing Rehab, Reconstruction, & New Construction
	National Objective
	Serves Low-, Moderate- and Middle-Income Households in Low-, Moderate- and Middle-Income Census Block Groups

	Eligible Renters
	Earn at or less than 120% AMI
25% of total NSP award must assist households earning at or below 50% AMI

Satisfy existing WVHDF Assisted Rental Housing Requirements 

Permanent housing only.  Leases must be longer than 31 days.

	NSP Eligible Use
	“B” Purchase and rehabilitate homes and residential properties that have been abandoned or foreclosed upon, in order to sell, rent, or redevelop such homes and properties  
“D” Demolition of blighted structures (only if immediate redevelopment strategy)
“E” Redevelop demolished or vacant properties.  

	NSP Eligible Property
	Property must be purchased at a 1% Discount of Appraised Fair Market Value

To count towards required 25% at 50% of AMI set aside, property must be:

· Abandoned or foreclosed residential structure for rehabilitation/reconstruction

· Foreclosed residential vacant land for redevelopment

	Maximum NSP Subsidy 
	$150,000 per rental unit.

NSP cannot be used to subsidize human and/or social services.

NSP cannot subsidized operations, rent-up or replacement reserves.

	Financial Feasibility Requirements
	Developers will submit:

· Unit Mix and Rental Roll

· Construction Budget 

· Project Development Budget and Funding Sources

· 15 Year Operating Budget

Long-term financing is not required.  If project carries a servicing loan, the debt service coverage ratio cannot be less than 1.25

Operating Budget must show project can pay all operating expenses and contribute $250 per unit per year to operating and replacement reserves.

Developer must deposit all residual receipts into restricted operating and replacement reserve account.

	Professional Fees


	Developer Fee: 15% of Total Development Costs

Property Management Fee: 7.0% to 12% of annual gross income as determined by State and size and financial feasibility of project
General Contractor Fee: State will conduct Cost Reasonableness study of comparable projects to determine appropriateness of GC fees


	Rehab, New Construction, and Reconstruction Standards
	State encourages developers to improve NSP-assisted units to a level of quality where it helps improve the values of adjacent properties on a residential street.

Developers should incorporate into rehabilitation, new construction, and reconstruction specifications:

1. Compliance with State Building Health and Safety Code

2. Sustainable “Green” Building and Energy Efficiency Improvements and

3. Durability Improvements

State will allow the following improvements so long as project is feasible and total NSP subsidy needed does not exceed $150,000 per rental unit:

· Enhanced Landscaping and Exterior Finishes

· Addition of Porch, Bathroom, Car Port

· Central Air Conditioning and Heating

· Upgraded Counter Tops, Flooring and Finishes
· Ceiling Fans
· Appliance Packages with home purchase


	Timeline
	Obligation Period: October 2009 – September 4, 2010
Expenditure Period: October 2009 – March 4, 2013


 Land Banking for Future Redevelopment
	National Objective
	Serves Low-, Moderate- and Middle-Income Households in Low-, Moderate- and Middle-Income Eligible Census Block Groups

	Eligible Applicants
	Earn at or less than 120% AMI
Target geography must have neighborhood revitalization plan

Property in land banks must be redeveloped by March 4, 2013 or transferred to WVHDF at no cost to them.
Default to Homebuyer or Renter requirements when property is redeveloped

	NSP Eligible Use
	“C” Establish and operate land banks for homes and residential properties that have been foreclosed upon. 
“D” Demolish Blighted Structures 

and/or

“E” Redevelop demolished or vacant properties.  


	Maximum NSP Subsidy 
	Case By Case Basis

	Rehab, New Construction, and Reconstruction Standards
	State encourages developers to improve NSP-assisted units to a level of quality where it helps improve the values of adjacent properties on a residential street. Developers should incorporate into rehabilitation, new construction and reconstruction specifications:

1. Compliance with State Building Health and Safety Code

2. Sustainable “Green” Building and Energy Efficiency Improvements

3. Marketability Improvements

	Timeline
	Obligation Period: October 2009 – September 4, 2010
Expenditure Period: October 2009 – March 4, 2013


appendix a – GUIDEFORM NSP VOLUNTARY ACQUISITION
Informational Notice - Agencies with Eminent Domain Authority 

Sub-grantee or Agency Letterhead

                                                                     (date)

Dear _________________:

(City, County, State, other) ________________________, is interested in acquiring property you own at (address) ___________________________ for a project receiving funding assistance from the U.S. Department of Housing and Urban Development (HUD) under the Neighborhood Stabilization Program (NSP). 

Please be advised that, (City, County, State, other) ________________________ possesses eminent domain authority to acquire property, however, in the event you are not interested in selling your property, or if we cannot reach an amicable agreement for the purchase of your property, we will not pursue its acquisition under eminent domain.                                   

Your property is not a necessary part of the proposed project and is not part of an intended, planned, or designated project area where substantially all of the property within the area is to be acquired.

Under the NSP, we are required to purchase foreclosed property at a discount from its current market appraised value.  Our appraisal indicates the property’s market value is $________________. We are prepared to offer you $_______________ to purchase your property.  This offer is less than the current market appraised value as required by the NSP.  Please contact us at your convenience if you are interested in selling your property.  

In accordance with the Uniform Relocation Assistance and Real Property Acquisition Policies Act (URA), owner-occupants who move as a result of a voluntary acquisition are not eligible for relocation assistance.  A tenant-occupant who moves as a result of a voluntary acquisition for a federally-assisted project may be eligible for relocation assistance.  Such displaced persons may include not only current lawful occupants, but also former tenants required to move for any reason other than an eviction for cause in accordance with applicable federal, state, and local law.  If your property is currently tenant-occupied or a tenant lawfully occupied your property within the past 3 months prior to our offer, we need to know immediately.  Further, you should not order current occupant(s) to move, or fail to renew a lease, in order to sell the property to us as vacant.

If you have any questions about this notice or the proposed project, please contact (name)______________________, (title)____________, (address)_________________________________, (phone)___________________.

NOTES to NSP Voluntary Acquisition of Foreclosed Property Informational Notice 

 1.   The case file must indicate the manner in which this notice was delivered (e.g., certified mail, return receipt requested) and the date of delivery.  (See 49 CFR 24.5 and Paragraph 2-3 J of  Handbook 1378)

2.   Tenant-occupants displaced as a result of a voluntary acquisition may be entitled to URA relocation assistance and must be so informed per 49 CFR 24.2(a)(15)(iv) – Initiations of negotiations, and 49 CFR 24 Appendix A - 24.2(a)(15)(iv).  

3.  See 49 CFR 24.206 regarding eviction for cause.

4.   This guideform may only be used if all of the requirements of 49 CFR 24.101(b)(1)(i)-(iv) are met.

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

Informational Notice – Agencies without Eminent Domain Authority
Sub-grantee or Agency Letterhead

 



                                                                   (date)

Dear ___________:

(Name of Agency/Person) ________________________, is interested in acquiring property you own at (address) ___________________________ for a proposed project   which may receive funding assistance from the U.S. Department of Housing and Urban Development (HUD) under the Neighborhood Stabilization Program (NSP).

Please be advised that (Name of Agency/Person) ________________________ does not have authority to acquire your property by eminent domain.  In the event we cannot reach an amicable agreement for the purchase of your property, we will not pursue this proposed acquisition.

Under the NSP, we are required to purchase foreclosed property at a discount from its current market appraised value.  Our appraisal indicates the property’s market value is $________________. We are prepared to offer you $_______________ to purchase your property.  This offer is less than the current market appraised value as required by the NSP.  Please contact us at your convenience if you are interested in selling your property.  

In accordance with the Uniform Relocation Assistance and Real Property Acquisition Policies Act (URA), owner-occupants who move as a result of a voluntary acquisition are not eligible for relocation assistance.  A tenant-occupant who moves as a result of a voluntary acquisition for a federally-assisted project may be eligible for relocation assistance.  Such displaced persons may include not only current lawful occupants, but also former tenants required to move for any reason other than an eviction for cause in accordance with applicable federal, state, and local law.  If your property is currently tenant-occupied or a tenant lawfully occupied your property within the past 3 months prior to our offer, we need to know immediately.  Further, you should not order current occupant(s) to move, or fail to renew a lease, in order to sell the property to us as vacant.

If you have any questions about this notice or the proposed project, please contact (name)______________________, (title)____________, (address)_________________________________, (phone)___________________.                                 

NOTES to NSP Voluntary Acquisition Notice (Agency/person without Eminent Domain authority).

1. The case file must indicate the manner in which this notice was delivered (e.g., certified mail, return receipt requested) and the date of delivery.   (See 49 CFR 24.5 and Paragraph 2-3 J of  Handbook 1378)

2. Tenant-occupants displaced as a result of a voluntary acquisition may be entitled to URA relocation assistance and must be so informed per 49 CFR 24.2(a)(15)(iv) – Initiation of negotiations, and 49 CFR 24 Appendix A - 24.2(a)(15)(iv). 

3. See 49 CFR 24.206 regarding eviction for cause.

4. This guideform may only be used if all of the requirements of 49 CFR 24.101(b)(2)(i)and (ii) or 49 CFR 24.101(b)(3) are met.

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

appendix b

Addendum to Option or Agreement to Purchase Real Estate
DRAFT – This Document subject to Local Approval and State Review

This form iS intended for use only in connection with the acquisition of abandoned and foreclosed upon homes and residential properties. The buyer hereunder is a possible sub-grantee of federal funds from the Neighborhood Stabilization Program (NSP) under Title III of Division B of the Housing and Economic Recovery Act, 2008. Such funds shall hereinafter be referred to as “NSP funds.”


This is an addendum (“Addendum”) to the Agreement to Purchase Improved Real Estate of even date herewith (the “Agreement”), wherein the _______________________________________________ (“Seller”) agreed to sell to ______________________________________________ (“Buyer”), a possible sub-grantee of NSP funds, certain residential real estate located at ______________________________ (the “Real Estate”).


1.
Seller acknowledges that federal financial assistance will be used in this transaction. If the contingencies in the Agreement and this Addendum are not met, the Buyer will not be the sub-grantee of NSP funds from the State of West Virginia (“Grantee”), in which event this Agreement will terminate, Seller will refund the full amount of the earnest money deposit and the Buyer will have no obligation to acquire the Real Estate.


2.
In addition to foregoing, Buyer’s obligation to purchase the Real Estate shall be further conditioned on the following:

(a)
The Purchase Price shall be equal to or less than ninety-nine percent (99%) of the current appraised market value of the Real Estate, as established by an appraisal of the Real Estate that conforms with the requirements of the Uniform Relocation Assistance Real Property Acquisition Policies Act of 1970 (URA) set forth at 49 CFR 24.103 completed within sixty (60) days prior to the date of the date of this Purchase Agreement.

(b)
Approval of the purchase of the Real Estate by the Grantee as part of the State of West Virginia Neighborhood Stabilization Program.

(c )
Financing of the Purchase Price by the Grantee from NSP funds.

(d)
Approval of the Buyer’s plan and specifications by the Grantee for the rehabilitation of the Property (the “Rehabilitation Plan”).

(e)
Financing by the Grantee of the costs of rehabilitation of the Property from NSP funds in accordance with the Rehabilitation Plan.

(f)
The completion of an environmental review that conforms with the requirements of the National Environmental Policy Act of 1969 set forth in 24 CFR 58 (“Environmental Review”) of the Real Estate by the Buyer, which Environmental Review shall be acceptable to the Grantee, in its sole discretion. 

(g)
The completion of a historic review that conforms with the requirements of Section 106 of the National Historic Preservation Act of 1966 set forth in 36 CFR Part 800 (“Historic Review”) of the Real Estate by the Buyer, which Historic Review shall be acceptable to the Grantee, in its sole discretion.

(h)
Compliance with the requirement set forth in the URA

3.
To the extent any provision of this Addendum is inconsistent with the Agreement, this Addendum shall control.

4.
Timing for Closing
-
[To Come]

5.
Preliminary Agreement
-
[To Come]

IN WITNESS WHEREOF, the Parties execute this Addendum No. 1 to Agreement to Purchase Real Estate this _______ day of ___________________, 20____.

By:  _______________________________
By:  _________________________________

       Seller    


         Date
       Buyer



Date

By:  _______________________________
By:  _________________________________

       Seller                      

         Date
       Buyer



Date
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