
 Single-Family Rehabilita�on and Reconstruc�on 
 Program 
 Purpose 

 The  SFRRP  program  offers  financial  assistance  to  low-income  homeowners  in  rural  Utah,  at  or  below  80% 
 AMI,  whose  homes  are  in  need  of  rehabilita�on  or  replacement.  Currently  the  program  is  administered 
 through the following Rural Provider Agencies: 

 ●  Neighborhood Nonprofit Housing Corpora�on (NNHC): 
 o  Box Elder, Cache, Morgan and Rich 

 ●  Uintah Basin Associa�on of Governments (UBAOG): 
 o  Dagge�, Duchesne, Uintah 

 ●  Six County Associa�on of Governments (SCAOG): 
 o  Juab, Millard, Piute, Sanpete, Sevier, and Wayne 

 ●  Southeastern Utah Associa�on of Local Governments (SEUALG): 
 o  Carbon, Emery, Grand, and San Juan 

 ●  Mountainlands Associa�on of Governments (MAOG): 
 o  Utah, Wasatch, Summit and Tooele 

 Local Rural Provider Agencies 

 Rural Provider Agency (RPA) Responsibili�es 

 Rural  Provider  Agencies  (RPAs)  are  expected  to  provide  leadership  to  support  affordable  housing 
 ini�a�ves  for  their  service  area.  RPA  staff  has  an  opportunity  to  engage  other  housing  providers,  service 
 organiza�ons,  elected  officials,  client  groups,  and  ci�zen  housing  ac�vists  to  make  a  difference  for  people 
 in  need.  In  a  technical  assistance  role,  HCD  staff  will  support  capacity  building  of  local  agencies  and  will 
 monitor the achievements of the statewide program. 
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 Each RPA should: 

 ●  Contract with HCD to administer the SFRRP and comply with the contract terms. 
 ●  Partner  and/or  coordinate  with  other  agencies  in  the  same  geographical  area  to  avoid 

 unnecessary duplica�on of housing rehabilita�on programs. 
 ●  Comply  with  the  funding,  administra�ve  costs,  provisions  against  fee  payments,  and  conflict  of 

 interest. 
 ●  Take  part  in  state  sponsored  Housing  Rehabilita�on  training  programs  and  Technical  Assistance 

 programs. 
 ●  Ini�ate strategies and processes to meet produc�on goals, including outreach and marke�ng. 
 ●  Leverage  funding  including  housing  and  community  development  organiza�ons,  financial 

 ins�tu�ons,  CDBG,  U.S.  Department  of  Agriculture  -  Rural  Development  (Sec�on  502  and  504 
 monies),  Weatheriza�on  program,  and  other  housing  programs  opera�ng  in  the  same  area,  as 
 possible. 

 ●  Implement  a  local  applica�on  review  process,  complete  site  inspec�ons,  develop  individual 
 project  specifica�ons,  assemble  bids,  and  ensure  reasonable  and  high  quality  workmanship  for 
 each project. 

 ●  Iden�fy  licensed  and  insured  contractors  and  subcontractors  with  proven  commitments  to 
 quality workmanship and cost containment. 

 ●  Provide conflict resolu�on between homeowner(s) and contractor(s). 
 ●  Promote  client  educa�on  (i.e.,  USU  extensions  services),  and  counseling  (i.e.,  regulated  and 

 licensed  businesses)  to  be�er  enable  clients  to  make  informed  financial  decisions  rela�ve  to 
 debt, predatory lending, refinancing, etc. 

 ●  Process,  review,  and  approve  applica�ons  in  accordance  with  the  State  of  Utah’s  Olene  Walker 
 Housing Loan Fund Alloca�on Plan, SFRRP Applica�on, and state statute. 

 ●  Finalize closing documents and prepare documents for loan closings. 
 ●  Because  HCD  will  service  SFRRP  loans,  the  RPA  will  provide  client  interface  with  HCD  on  loan 

 por�olio management issues, inspec�ons, informa�on, pictures, etc. 
 ●  Ensure the project is completed as outlined in the scope of work. 
 ●  Comply  with  monitoring  requirements  per  the  terms  of  federal  regula�ons  and  the  state 

 contract. 
 ●  Submit quarterly project reports to HCD as requested. 

 Agencies  may  contact  HCD  for  addi�onal  clarifica�on  and  technical  assistance  on  responsibili�es  and 
 program  guidelines.  The  RPA  may  submit  a  wri�en  request  to  HCD  staff  on  any  issues  the  RPA  would  like 
 to be more restric�ve than any of the SFRRP regula�ons, state statute, or Board’s intent. 
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 Funding and Administra�ve Costs 

 A  contract  between  HCD  and  the  RPA  will  be  entered  into  before  any  funds  are  commi�ed  or  released. 
 This  document  provides  detail  on  the  contract  purpose,  scope  of  work,  total  funding  alloca�on,  budget, 
 and  repor�ng  process.  The  RPA  may  incur  administra�ve  and  planning  costs  directly  associated  with 
 deliverables  accomplished  under  the  SFRRP,  unless  those  costs  have  been  charged  to  another  program. 
 For the purposes of this program, staff costs charged to each contract is determined by the following: 

 ●  Prorated  share  of  salary,  wages,  and  related  costs  of  each  person  whose  job  includes  any 
 program administra�on assignments 

 ●  Actual  hours  for  any  agency-based  construc�on  laborers  at  given  rate  of  pay  and  benefits  (this 
 includes weatheriza�on crews temporarily assis�ng with non-weatheriza�on rehabilita�on) 

 Other direct costs that can be charged to administra�on include: 

 ●  Goods and services necessary for SFRRP administra�on (e.g., u�li�es, offices supplies) 
 ●  Administra�ve services under third party agreement (e.g., legal services) 
 ●  Providing public informa�on on SFRRP (marke�ng brochures, adver�sing, presenta�ons) 
 ●  Fair housing ac�vi�es 
 ●  Complying with other federal requirements 
 ●  Prepara�on of work specifica�ons 
 ●  Loan processing and underwri�ng 
 ●  Construc�on inspec�ons and oversight 
 ●  Lead based paint inspec�ons 
 ●  Project specific environmental reviews 
 ●  Budget counseling for clients 
 ●  Program coordina�on and fund leveraging 
 ●  Por�olio management issues 
 ●  Travel  to  HCD  and  other  in-state  SFRRP-related  housing  events,  training,  and  conferences  (out  of 

 state travel required to be approved in advance by HCD) 

 2023-24 OWHLF Policies & Procedures - Page  60 



 Provisions Against Fee Payment 

 The  client  loans  shall  not  include  any  bonus,  commission,  or  fee,  to  the  RPA  for  the  customary 
 processing of a loan, including the prepara�on of work write-ups and cost es�mates, construc�on 
 oversight,  project  management,  facilita�ng  loan  approval,  or  any  concurrence  required  to  complete  the 
 project work. 

 Training for the RPA 

 The  HCD  expects  the  RPA  to  par�cipate  in  various  single-family  training  workshops.  These  workshops 
 will  enable  the  RPA  to  meet  state  policy  guidelines:  contract  terms,  condi�ons,  assurances,  and  other 
 provisions,  the  intent  of  the  Board,  and  HUD  program  requirements.  As  necessary,  the  HCD  staff  may 
 meet  one-on-one  with  the  RPA  to  provide  customized  training  and  technical  assistance.  The  training 
 builds  local  program  capacity  for  the  RPA  and  may  raise  the  levels  of  produc�vity  and  efficiency  in 
 mee�ng local affordable housing needs. 

 Program Management 

 The  SFRRP  will  fund  rehabilita�on  and  reconstruc�on  according  to  HCD’s  defini�ons.  Due  to  the  limited 
 state  set-aside  funding  for  the  SFRRP,  the  RPA  should  focus  outreach  to  increase  the  number  of 
 rehabilitated  units  completed  compared  to  reconstruc�on  units.  This  allows  the  fund  to  serve  the 
 greater  number  of  ci�zens  while  addressing  the  overall  opportunity  to  maintain  older  units  in  Utah’s 
 housing base as affordable and habitable. 

 RPA Staff Roles 

 There  are  several  strategic  decisions,  administra�ve  and  key  construc�on  management  func�ons  that 
 will be undertaken by the RPA. Staff should be able to perform the following: 

 ●  Manages  and  coordinates  all  aspects  of  the  project  from  concep�on  to  comple�on  with  the 
 owners and contractors 

 ●  Oversees  various  construc�on  items  and  reviews  the  work  of  contractors  to  manage  changes 
 and evaluate costs 

 ●  Monitors  construc�on  to  ensure  that  is  it  accomplished  within  the  specified  scope  of  work  and 
 in accordance with state and local codes 

 ●  Fosters  good  working  rela�onship  with  the  planning  and  zoning  department,  fire  marshal,  city 
 and  county  code  inspectors,  public  work  departments,  u�lity  companies,  and  city  council 
 members 
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 RPA Staff Roles, cont. 

 ●  Improves the inspec�on process, maintains credibility, and meets the demands of the lower 
 income community 

 ●  Uses analy�cal skills to predict and solve problems that might be presented by the job 
 ●  Maintains interpersonal and conflict resolu�on skills to communicate knowledge and concerns 

 to owners and contractors 
 ●  Secures services with other agencies to assist with rehabilita�on or replacement of units 

 including the Weatheriza�on Assistance Program, CDBG, Rural Development, etc. 
 ●  Ensures that units follow the ra�ng process for Energy Star, as applicable 
 ●  Reviews and approves applica�on and construc�on documents 
 ●  Collaborates with HCD staff to complete loan closing documents u�lizing the templates provided 

 from HCD; upon receipt, HCD will review loan documents for purposes of accuracy within 48 
 hours of completed applica�on and all suppor�ng documenta�on 

 ●  Schedules loan closings and manages closing details 
 ●  Involves procuring contractors for projects 
 ●  Iden�fies cost saving opportuni�es for construc�on labor, materials, and contractors 

 Eligible Property Types 

 To  be  eligible  for  assistance,  an  income-eligible  owner  required  to  occupy  a  property  and  be  the  owner’s 
 principal residence where the owner meets one or more of the following HUD criteria: 

 ●  has fee simple �tle to the property 
 ●  maintains a 99-year leasehold interest in the property (50 year leasehold on trust or restricted 

 Indian lands) 
 ●  has a living trust where the land and home are in the trust, provided the beneficiary of the living 

 trust is a co-signer and will occupy the property as their principal residence 
 ●  a townhouse in townhouse-style condominium may be considered a single-unit structure 

 (provided each townhouse-style unit is separated by a one and one-half hour firewall from 
 founda�on to roof) 

 ●  a single-family dwelling unit in a mul�-unit Condominium Project may be considered a single- 
 unit structure 

 ●  a manufactured home/mobile home built a�er 1976 and is compliant with the Federal 
 preferredManufactured Home Construc�on and Safety Standards and is located on occupant 
 owned land 
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 Eligible Ac�vi�es 

 Rehabilita�on  is the improvement or repair of an  exis�ng structure to provide decent, safe, and sanitary 
 dwelling units. This will include the provision of such sanitary or other facili�es as are required by HUD 
 Property Standards. Rehabilita�on requiring work so excessive as to be equivalent to new construc�on 
 or reconstruc�on of the property may be demolished and rebuilt under the guidelines below. 

 Reconstruc�on  refers  to  rebuilding  a  structure  on  the  same  lot  where  housing  is  standing.  OWHLF 
 partners  with  USDA  for  reconstruc�on  projects;  OWHLF  will  fund  up  to  20%  of  the  project.  Funds  may  be 
 used  to  build  a  new  founda�on  or  repair  an  exis�ng  founda�on.  During  the  reconstruc�on,  the  number 
 of  rooms  may  change  per  unit,  but  the  number  of  units  may  not.  Reconstruc�on  may  be  eligible  if  the 
 exis�ng  home  is  not  economically  feasible  to  rehabilitate  due  to  the  current  value  in  rela�on  to  the  work 
 and  the  need  of  the  occupants.  Units  being  replaced  will  be  permanently  removed  from  the  housing 
 stock  through  salvage  and  will  not  be  sold  as  a  home  under  any  circumstances.  Reconstruc�on  units  are 
 preferred  to  be  site-built  to  provide  the  highest  long-term  value  to  homeowners  and  as  best  security 
 against  OWHLF  loans.  Under  special  circumstances,  where  contractors  or  materials  are  not  available  due 
 to  the  remoteness  of  sites  or  where  the  costs  for  site  built  housing  are  cost  prohibi�ve,  off-site 
 construc�on  units  may  be  provided.  Site  built  units  are  deemed  cost  prohibi�ve  when  the  cost  for  the 
 site  built  unit  is  approximately  18%  or  higher  than  an  off-site  built  unit.  All  offsite  and  on-site 
 construc�on  units  will  meet  the  agency's  specifica�ons  for  quality  workmanship  and  long-term  value  of 
 the property. These units will have an es�mated useful life of at least 30+ years. 

 Site  improvements  should  be  modest  and  in  keeping  with  improvements  made  to  typical  surrounding 
 proper�es  such  as  sidewalks,  u�lity  connec�ons,  sewer  and  water  lines  that  are  essen�al  to  the  repair  of 
 exis�ng units. Off-site infrastructure is not eligible. 

 Off-site Construc�on: Manufactured Housing and Modular Homes 

 The  Manufactured  Home  Construc�on  and  Safety  Standards  (MHCSS)  established  by  HUD  define  a 
 manufactured  home  to  be  "a  structure,  transportable  in  one  or  more  sec�ons,  when  erected  on  site,  is 
 three  hundred  twenty  or  more  square  feet,  is  built  on  a  permanent  chassis  and  designed  to  be  used  as  a 
 dwelling  with/without  a  permanent  founda�on  when  connected  to  the  required  u�li�es,  and  includes 
 the plumbing, hea�ng, air-condi�oning, and electrical systems contained therein". 

 The  HUD  regula�ons  require  the  manufactured  home  to  be  located  on  land  that  is  owned  by  the 
 homeowner(s).  Necessary  repairs  to  manufactured  or  modular  homes  may  be  eligible  if  the  recipient 
 owns  the  home  and  site  on  which  the  home  is  situated;  and  the  home  is  manufactured  a�er  June  15, 
 1976  .  If  the  homeowner(s)  qualifies  and  receives  the  rehabilita�on  loan,  the  homeowner(s)  is  required 
 to surrender the �tle on a manufactured home to the county assessor to be converted to real property. 
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 Off-site Construc�on: Manufactured Housing and  Modular Homes, cont. 

 U�lity  hook-ups  are  on-site,  permanent,  public,  or  private  u�lity  sources  (for  example,  electric,  water, 
 sewer/sep�c, natural gas) for use by individual manufactured home units. The HCD regula�on require 
 manufactured  homes  assisted  with  HCD  funds  (except  for  exis�ng,  owner-occupied  manufactured  homes 
 that are rehabilitated with HCD funds) to be connected to permanent u�lity hookups. 

 Manufactured  Home:  "Mobile  home"  and  "trailer"  were  commonly  used  terms  before  1976  when 
 Congress  adopted  legisla�on  using  the  term  "manufactured  home"  to  take  their  place.  The  term 
 manufactured  home  refers  to  all  types  of  non-motorized  manufactured  housing  units  (thus  excluding 
 recrea�onal  vehicles)  that  meet  the  defini�on  in  24  CFR  3280.2.  Homes  built  pre-1976  are  not  eligible 
 for  rehabilita�on  loans  .  Due  to  deprecia�on  and  durability  issues,  mobile  homes  are  not  considered 
 long-  term  affordable  housing  solu�ons.  Agencies  should  consider  repairs  to  exis�ng  mobile  homes  using 
 the Weatheriza�on Assistance Program resources and other emergency and cri�cal needs funds. 

 Modular  Home:  is  built  in  sec�ons  in  a  factory,  possesses  a  permanent  chassis  (defined  at  24  CFR 
 3280.902  (a)),  and  will  be  designed  and  manufactured  in  compliance  with  the  MHCSS.  This  modular 
 home  is  built  in  sec�ons  in  a  factory  to  meet  state,  local  or  regional  building  codes.  Once  assembled,  the 
 modular unit becomes permanently fixed to one site. 

 Replacing a manufactured housing unit with a s�ck-built unit is considered a  homebuyer ac�vity  even if 
 the applicant/beneficiary owns the lot and exis�ng manufactured unit (refer to Building HOME, March 
 2008, Chapter 2, pg. 2-6). Funds may only be expended for repairs to manufactured homes where the 
 RPA verifies the capacity of the pre-rehabilitated unit to safely provide housing to residents for at least 
 ten addi�onal years or useful life. Loans cannot exceed the useful life of the rehabilitated unit. If 
 manufactured home units are seriously dilapidated and unserviceable, the RPA should assist residents in 
 finding other long-term housing opportuni�es. 

 State Construc�on Codes and Local Ordinances 

 Housing  that  is  reconstructed  or  rehabilitated  with  HCD  funds  is  required  to  meet  all  applicable  state 
 codes, local ordinances, and zoning ordinances at the �me of project comple�on. 

 State  Construc�on  Codes  and  local  ordinances  are  the  legal  regula�ons  that  each  city  and  the  state  of 
 Utah  enact  and  enforce  for  all  new  and  old  buildings,  including  homes.  The  “Cer�ficate  of  Occupancy” 
 issued by the local building official cer�fies that the structure has met code. 
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 Eligible Costs 

 Improvement and project considera�ons that may be included under this program: 

 ●  Correc�ng  incipient  deficiencies  -  incipient  deficiencies  are  items  that  are  s�ll  func�oning  as 
 designed but have a life expectancy of 2 years or less 

 ●  Altera�on,  improvement,  or  modifica�on  of  an  exis�ng  structure  to  improve  occupant  health 
 and safety 

 ●  Moving an exis�ng structure to a new founda�on constructed with funds 
 ●  Addi�ons to dwellings only when it is clearly necessary to alleviate overcrowding 
 ●  General  Property  Improvements  (GPI’s)  -  should  be  reasonable  and  customary  for  the  area  and 

 will be used in conjunc�on with correc�ng a deficiency and: 
 ○  Extend  useful  life  of  a  component  in  the  home  that  results  in  reduced  maintenance 

 and/or will extend the useful life of a part of the property 
 ●  Work to expand livable space and eliminate inefficient design and to prevent overcrowding 
 ●  Purchase  a  parcel  of  adjacent  land,  if  the  property  is  required  to  bring  the  property  into 

 conformance with code requirements for minimum lot size and dimensions 
 ●  Reconstruct a kitchen, bathroom, or currently under-u�lized space to improve efficiency 

 ○  Not exceed 20% of the total amount of the OWHLF Loan 
 ●  Professional  Services  -  the  reasonable  costs  of  architectural,  engineering,  and  related 

 professional services required if those services are beyond those normally provided by the RPA 
 ●  Con�ngency  Reserve  -  a  fund  to  cover  unan�cipated  construc�on  costs  or  to  cover  increases  of 

 other eligible loan costs up to 10% may be included 
 ●  Floodproofing  requirements  -  the  cost  required  by  Execu�ve  Order  11988  and  the  Na�onal 

 Flood Insurance Program should be included in projects, as applicable 
 ●  Historic  Preserva�on  Standards-  if  the  property  is  on  the  Na�onal  Register  of  Historic  Places  or 

 eligible  for  inclusion  on  the  Na�onal  Register  of  Historic  Places  the  work  will  be  done  in 
 accordance with standards set by the U.S. Secretary of the Interior 

 ●  Lead  Based  Paint  Remedying-  the  property  owner  will  be  informed  the  cost  of  remedying 
 iden�fied lead-based paint hazards for the property 

 ●  Termite  Elimina�on-  there  may  be  an  inspec�on  by  a  termite  inspector  to  confirm  infesta�on  of 
 the elimina�on of the infesta�on 

 ●  Physically  Handicapped  Accessibility-  rehabilita�ng  the  property  so  it  is  accessible  to  the 
 physically handicapped household member(s) 

 ●  Energy  Costs-  including  Energy  Star-rated  and  other  energy  saving  items  that  will  reduce  energy 
 costs 
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 Emergency Housing Situa�on Grant 

 As  an  op�on  of  last  resort  a�er  all  other  funding  sources  are  exhausted  and  within  the  limits,  agencies 
 may submit a request to HCD staff for grant assistance with special emergency housing situa�ons. 
 Emergency  housing  situa�ons  are  defined  as  immediate  health  and  safety  problems  affec�ng  the  ability 
 of  the  homeowner(s)  to  remain  in  a  home,  condi�ons  that  threaten  the  long-term  integrity  of  a  home, 
 or  special  emergency  financial  situa�ons  that  threaten  the  ability  of  homeowner(s)  to  maintain 
 ownership. The following requirements will be met to be eligible: 

 ●  The property is the primary residence and owner-occupied 
 ●  The homeowner(s) is considered very low-income (50% AMI or below) 
 ●  The homeowner(s) cannot afford an addi�onal $25 monthly payment 
 ●  The grant may not exceed $5000.00 
 ●  One Emergency Housing Situa�on Grant per homeowner(s), per residence, per life�me 

 Emergency  grants  may  be  awarded  to  homeowner(s)  whose  home  is  on  reserva�on  land  or  land  trust 
 where adequate security may not be available to protect a loan. 

 Ineligible Costs 

 ●  Luxury  items  -  saunas,  hot  tubs,  tennis  courts,  swimming  pools,  or  other  recrea�onal  facili�es 
 (but not the cost to fill in or eliminate a pool from the property) 

 ●  Personal  Property  -  the  purchase,  installa�on,  or  repair  of  furnishings  or  personal  property  that 
 is not a part of the property 

 ●  Labor  -  funds  to  pay  the  borrower(s)  or  immediate  family  members  who  live  in  the  home  for 
 their labor 

 ●  Delinquent  property  taxes,  construc�on  liens  and  similar  encumbrances  are  ineligible  costs 
 because  they  are  obliga�ons  incurred  by  the  borrower(s)  prior  to  the  rehabilita�on  of  the 
 property 

 ●  Reloca�on Expenses 

 Cost and Long-Term Quality 

 In  developing  SFRRP  guidelines,  the  program  will  strike  a  balance  between  the  desire  to  ensure  a  good 
 quality  of  construc�on  and  the  desire  to  keep  project  costs  reasonable.  The  RPA  should  develop  a  cost 
 es�mate  before  bidding  and  compare  bids  with  their  es�mate.  The  RPA  should  verify  and  cer�fy  that 
 construc�on costs are reasonable.  Administra�ve costs shall not exceed 30% of total construc�on costs. 
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 Cost and Long-Term Quality, cont. 

 The  reasonableness  factor  can  be  determined  by  pricing  comparable  work  completed  by  other  agencies 
 statewide,  through  cost  es�ma�ng  so�ware,  or  from  agency  records  of  recently  completed  projects.  In 
 addi�on,  bids  should  be  obtained  from  an  adequate  number  of  sources  in  accordance  with  the  RPA 
 procurement  standards.  If  only  one  bidder  has  responded,  and  the  bid  is  within  the  RPA  cost  es�mate 
 the RPA may accept that bid. 

 For  quality  control  and  cos�ng  issues,  the  RPA  may  also  rely  on  in-house  labor.  Agencies  hos�ng  the 
 Weatheriza�on  Assistance  Program  (WX)  should  u�lize  WX  labor  when  demand  for  WX  work  allows  and 
 with hours paid under the SFRRP. 

 Asbestos 

 Where  asbestos  materials  are  iden�fied  or  the  RPA  suspects  the  presence  of  asbestos  materials,  they 
 will  no�fy  the  owner  of  the  hazards.  Only  qualified  contractors  experienced  in  asbestos  removal  will  be 
 allowed to work on the project. 

 Fund Leveraging 

 Where  mul�ple  housing  agencies  currently  serve  popula�ons  within  the  same  service  area,  agencies  are 
 expected to coordinate their housing efforts within the proposed geographic area to: 

 ●  Avoid unnecessary duplica�on 
 ●  Develop  funding  partnerships  for  each  unit  such  as  loans  and  grants  from  CDBG,  Weatheriza�on, 

 USDA  Rural  Development  Sec�on  504  and  502  grants  and  loans,  financial  ins�tu�ons,  and 
 charitable organiza�ons 

 ●  Jointly achieve the goals of an area’s current Consolidated Plan 
 ●  Protect and spend the funds in a responsible manner 
 ●  Ensure the future of the program for genera�ons to come 
 ●  Protect and spend the funds in a responsible manner 

 To  concentrate  SFRRP  monies  on  those  households  with  the  greatest  financial  need,  higher  levels  of 
 leveraging  are  especially  appropriate  as  households’  approach  80%  AMI.  Many  homeowners  prefer 
 u�lizing  CDBG  and  other  grant  funding  rather  than  loan  funds  for  housing  improvements.  However,  with 
 grant  thresholds  o�en  in  place  those  grant  funds  alone  are  unable  to  fully  rehabilitate  a  unit  to  HUD 
 standards,  leaving  an  opportunity  to  “cap”  the  grant  funding  with  loan  funds.  The  RPA  is  advised  to 
 market  OWHLF  loan  funds  as  part  of  an  overall  funding  package  that  includes  a  loan  with  a  buy-down 
 grant. 
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 Loan Amount Limit 

 SFRRP loans are no less than $1,000 and shall not exceed $50,000. 

 Site and Property Inspec�ons and Decisions 

 There are three major types of inspec�ons for construc�on management: 

 ●  Ini�al  property  inspec�on  that  determines  and  iden�fies  a  unit’s  needs,  and  the  work  required 
 for those needs, and the cost feasibility 

 ●  Progress  inspec�ons  to  ensure  that  construc�on  complies  with  the  plans,  building  codes, 
 performance standards, and done in a �mely manner 

 ●  Final inspec�ons that are carried out prior to final payment 
 ○  a  10%  retainage  will  be  held  from  progress  payments  to  contractors  un�l  the  final 

 inspec�on verifies that all work is sa�sfactorily completed 

 Developing Plans, Specifica�ons, and Budget 

 To  perform  construc�on,  contractors/subcontractors  need  to  know  the  scope  of  work  envisioned.  Work 
 write-ups,  plans  and  specifica�ons  provide  this  vision  to  contractors/subcontractors  by  providing  a 
 detailed,  accurate  descrip�on  of  exact  work  to  be  performed.  To  prepare  quality  work  write-ups  the  RPA 
 will: 

 ●  Prepare  -  an  inspec�on  checklist,  a  cost  database,  and  understanding  of  local  codes  and 
 standards, and the SFRRP program requirements 

 ●  Budget  -  to  indicate  the  amount  of  loan  and  what  decisions  can  be  made  to  the  work  write-up 
 while s�ll correc�ng deficiencies according to the program 

 ●  Property  Inspec�on  -  note  all  defects;  inves�gate  the  cause  of  the  defects  and  prepare  drawings 
 with  measurements;  prepare  a  list  of  defects  in  a  standardized  format  no�ng  all  deficiencies, 
 incipient viola�ons, and items that meet the program requirements 

 ●  Ini�al  Cost  Es�mate  -  complete  the  ini�al  cost  es�mate,  feasibility  assessment  considering  the 
 project budget. 

 ●  Write  Specifica�ons  -  each  work  item  should  be  described  in  sufficient  detail  so  that  the  work 
 will be performed exactly as desired to comply with the write-up 

 ●  Design  Approval  Process  –  If  the  scope  of  work  warrants,  prepare  drawings  for  the  work  to  be 
 completed;  there  should  be  sufficient  detail  for  contractors  to  bid  on  a  project  and  for 
 contractors to accurately build to the scope of work 
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 Contractor Selec�on and Bids 

 Licensed  and  insured  contractors  shall  be  u�lized  to  oversee  all  work  performed  under  the  SFRRP.  The 
 RPA’s  ability  to  recruit  quality  contractors  will  depend  on  local  economic  condi�ons,  the  presence  of 
 contractors  in  the  area,  and  the  management  of  their  construc�on  program.  Quality  workmanship  and 
 compe��ve pricing are also func�ons of the RPA’s ability to manage and oversee projects. 

 In  some  cases,  the  RPA  could  work  with  other  housing  agencies  through  jointly  selec�ng  area-wide 
 contractors.  Much  like  a  bulk  purchase  of  commodi�es,  these  contractors  may  be  more  interested  in 
 remote  projects  if  other  projects  are  guaranteed  in  the  overall  package  of  work  from  the  RPA  and  its 
 partner agencies. 

 Here are some key elements in selec�ng and retaining quality contractors: 

 ●  Required to be licensed and insured 
 ●  Maintain  a  list  of  ac�ve  contractors  who  par�cipate  regularly  in  the  program  (expand  the  list  by 

 contac�ng city and county building officials) 
 ●  Adver�se and hold open informa�onal mee�ngs to build interest in the SFRRP 
 ●  Establish  and  follow  a  wri�en  procurement  process  for  contractors  with  step-by-step 

 descrip�on of the process and policy addressing relevant bid issues 
 ●  Have periodic mee�ngs with updates to the program and discussion of the projects to bid 
 ●  Adhere  to  HUD’s  enforcement  policies  and  procedures  for  ac�on  in  cases  of  suspension  and 

 debarment 
 ●  Establish and follow procedures for handling disputes, client complaints, and change orders 
 ●  Develop inspec�on schedules with homeowner and contractor to assess the work being done 
 ●  Where  state  contracts  provide  materials  (least  costly  source),  then  use 

 contractors/subcontractors for installa�on only 
 ●  Select contractors who are open to new ideas including Energy Star 

 All  contractors  that  bid  for  SFRRP  projects  should  complete  a  contractor  ques�onnaire  form.  The  RPA 
 will  verify  each  contractor  through  the  HUD  debarred  lis�ng  (the  U.S.  General  Services  Administra�on's 
 list  of  Par�es  Excluded  from  Federal  Procurement).  The  owners,  RPA  and  contractors  are  prohibited  from 
 employing,  awarding  contracts,  or  funding  any  contractors  or  subcontractors  that  have  been  debarred, 
 suspended,  proposed  for  debarment,  or  placed  in  non-ineligibility  status  by  HUD.  The  RPA  will  maintain 
 records  of  each  verifica�on  for  a  minimum  of  three  years  and  will  verify  current  contractors  on  an 
 annual basis. 
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 RPA Construc�on Oversight 

 The  RPA  shall  keep  a  wri�en  policy  and  effec�ve  oversight  of  the  project  to  keep  costs  reasonable  and 
 reduce  unnecessary  change  orders,  code  and  other  viola�ons,  contractor/owner  disputes,  and  delays  in 
 the payment process. Each RPA should: 

 ●  Develop and follow a schedule for project monitoring 

 ●  Review  the  work  descrip�on  with  the  contractor  and  homeowner  at  proceed  before  a  contract 
 is executed 

 ●  Include  draw  schedules  and  payment  processes  that  are  �ed  to  scope  of  work  comple�ons  and 
 inspec�ons 

 ●  Have  change  orders  reviewed  and  approved  by  SFRRP  Program  Specialist  before  change  order 
 work is started, as applicable 

 Managing Disputes 

 Part  of  dispute  resolu�on  is  proac�vely  preven�ng  situa�ons  from  arising.  The  RPA  should  be  proac�ve 
 by  ensuring  the  owner(s)  and  contractors  know  their  roles  and  responsibili�es:  by  ge�ng  a 
 pre-construc�on  agreement  from  owners  and  contractors  on  the  work  descrip�on,  and  clearly 
 ar�cula�ng  workmanship  requirements  in  the  work  write-up  and  specifica�ons.  In  addi�on,  when 
 disputes  arise,  the  RPA  should  facilitate  resolu�on  of  disputes  between  contractors  and  the 
 homeowners including: 

 ●  Encouraging property owners and contractors to make a good faith effort to resolve the dispute 
 between themselves 

 ●  Facilita�ng property owners and contractors in arbitra�on with an RPA official, a professional 
 arbitra�on associa�on, or the RPA board 

 Project Comple�on 

 The  RPA  will  ensure  the  project  is  completed  as  outlined  in  the  scope  of  work.  A�er  project  is 
 completed, RPA will submit the following closeout documents to the SFRRP Program Specialist: 

 ●  Final claim for reimbursement (submi�ed through WebGrants with required documenta�on) 
 ●  Order to Proceed 
 ●  Waivers of Lien 
 ●  Cer�ficate of Comple�on/Final Payment (completed and signed) 
 ●  Project comple�on documenta�on (a�er pictures) 
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 Repeat Borrowers or Applica�ons for the Same Property 

 Homeowners  requiring  addi�onal  assistance  may  apply  for  addi�onal  loan  funds  if  the  property  has 
 major items that need rehabilita�on, and HCD’s maximum loan amount has not been reached. 

 To  be  considered  for  addi�onal  funds,  the  current  SFRRP  loan  should  be  paid  off  or  in  good  standing 
 with  no  late  payments  in  the  6  months  prior  to  applica�on  request.  All  other  program  eligibility 
 requirements will be verified at the �me of applica�on. 

 Project Underwri�ng, Screening and Applica�on 

 Applica�on Priority 

 Applica�ons  may  be  submi�ed  year  round  for  funding  considera�on  through  the  RPA  Project  Review 
 Commi�ee  or  other  iden�fied  review  process.  Individual  projects  may  be  selected  on  a  “first-come,  first- 
 serve basis”. 

 Borrower’s Eligibility 

 An ini�al determina�on of eligibility for a par�cular applica�on is based upon, but not limited to, the 
 following: 

 ●  Loca�on of the property is in rural coun�es of Utah 

 ●  Property will be an eligible owner occupied, single-family dwelling 

 ●  Applicant(s) owns and occupies the property as a principal residence 
 ●  Improvements will address deficiencies that need correc�on 

 ●  Value  of  the  property  will  support  the  Loan  and  be  adequate  to  extend  the  useful  life  of  the 
 property 

 ●  Applicant(s)  will  be  at  or  below  eighty  percent  (80%)  of  Area  Median  Income  as  defined  by  HUD 
 for their family size, and the county they reside in 
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 To determine eligibility, the following should be  completed by the applicant(s) and verified by the RPA: 

 ●  SFRRP Applica�on (Excel version, signed and dated including the Eligibility Release form) 
 ●  Income Verifica�on (for all adults 18+ in the household) 
 ●  Credit History 
 ●  Mortgage Statement, if applicable (current) 
 ●  Property Tax document (current, county loca�on, ownership, and occupancy verifica�on) 
 ●  Homeowners Insurance (current, ownership, occupancy, and residency verifica�on) 
 ●  Title Report 
 ●  Project bid 

 A�er  these  documents  have  been  reviewed  by  the  RPA,  they  will  be  sent  to  the  SFRRP  Program 
 Specialist for approval. 

 Comparing Annual Income to HUD Income Limits 

 Annual  Household  Income  is  based  on  the  IRS  FORM  1040  Adjusted  Gross  Income  with  adjustment  to 
 income  as  defined  in  HUD  Rules  24  CFR  5.611  .  The  Annual  Household  Income  (AHI)  should  be  calculated 
 as  the  an�cipated  income  during  the  next  12  months.  Verifica�ons  cannot  be  dated  earlier  than  six 
 months  prior  to  eligibility.  A  minimum  of  two  months  of  income  verifica�on  should  be  obtained  to 
 calculate  income.  Households  required  to  qualify  as  low  income  at  the  �me  of  loan  approval.  The  RPA 
 will  use  the  current  year  HUD  Income  Limits  (h�ps://  www.hudexchange.info/programs/home/home- 
 income-limits/)  by  the  family  size  and  by  geographic  area  (county  or  metropolitan  area)  to  determine 
 income  eligibility.  A  child  who  is  subject  to  a  shared-custody  agreement  in  which  the  child  resides  with 
 the household at least 50% of the �me may be counted as a dependent. 

 On the income guideline chart: 

 ●  Find the county in which the household is located on the chart 
 ●  Find the column that corresponds to the number of persons in the household 
 ●  Compare the verified income of the household with the low-income income limit for that 

 household size 

 To determine household size for income purposes, do not count the following (see IRS website): 

 ●  Foster children, unless they live with you the en�re year and are cared for like your own children 
 ●  Live-in aides and children of live-in aides 
 ●  Unborn children 
 ●  Children being pursued for legal custody or adop�on who are not currently living in the 

 household 
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 Debt Part 1 (Applica�on) 

 It  is  extremely  important  that  all  debt  with  a  term  of  6  months  or  longer  for  payments  be  inserted  here. 
 The  debt  of  the  borrower(s)  will  be  a  part  of  the  criteria  for  the  decision  making  of  a  loan  payment.  Do 
 not  include  a  medical  deduc�on  on  the  worksheet  unless  it  is  verified  that  over  7%  of  their  gross  income 
 is  medical  costs.  Include  copies  of  the  medical  bills  and  documenta�on.  If  medical  expenses  are  ongoing 
 for more than a year, include a le�er from a physician as to the disability. 

 Underwri�ng Part II 

 Annual  income  of  the  borrower(s)  and  any  family  members  over  the  age  of  18  shall  be  verified.  All 
 household  members  18  years  and  older  not  working  or  providing  income  to  the  household  shall 
 complete and sign a zero income affidavit. 

 Once  the  underwriter  has  an  idea  of  what  types  of  income  the  borrower(s)  have,  es�mates  may  be 
 entered in the 1040 IRS format sec�on (Annual Income) for the purpose of underwri�ng the loan. 

 The  loan  cannot  exceed  the  smaller  of  the  31%/41%  ra�o  unless  agreed  upon  by  the  applicant  and  the 
 RPA have determined it will not be a financial hardship. 

 Calcula�ng Household Income 

 Based on the IRS form 1040 Adjusted Gross Income the following inclusions and exclusions apply: 

 Inclusions  : 

 ●  All  earnings,  including  salary  and  wages,  �ps,  over�me,  and  bonuses,  of  the  borrower(s),  and  of 
 all adults living in the property (will also include the income of all persons on the �tle) 

 ●  Taxable interest and dividends 

 ●  Taxable  refunds,  credits,  or  offsets  of  state  and  local  income  taxes  (there  are  some  excep�ons, 
 refer to form 1040 instruc�ons) 

 ●  Alimony (or separate maintenance payments received) 

 ●  Business Income (or loss) 

 ●  Capital Gain (or loss) 

 ●  Other gains or losses (i.e., assets used in a trade or business that were exchanged or sold) 

 ●  Taxable  amount  of  individual  re�rement  account  (IRA)  distribu�ons  (include  simplified 
 employee pension (SEP) and savings incen�ve match plan for employees (SIMPLE) (IRE)) 
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 Inclusions, cont.  : 

 ●  Taxable amount of pension and annuity payments 
 ●  Rental real estate, royal�es, partnerships, S corpora�ons, trusts, etc. 
 ●  Farm Income (gain or loss) 
 ●  Unemployment compensa�on payments 
 ●  Taxable amount of Social Security benefits 
 ●  Other  Income  (includes  prizes  and  awards;  gambling,  lo�ery,  or  raffle  winnings;  jury  duty  fees; 

 reimbursements  for  amounts  deducted  in  previous  years;  income  from  the  rental  of  property  if 
 not in the business of ren�ng such property; income from an ac�vity not engaged in for profit) 

 Exclusions 

 ●  Child Support 
 ●  Alimony Payments 
 ●  Life insurance proceeds received as a result of someone’s death 

 Deduc�ons 

 ●  IRA Deduc�ons 
 ●  Medical savings account deduc�ons 
 ●  Moving expenses 
 ●  One-half of self-employment tax 
 ●  Self-employed health insurance deduc�on 
 ●  Keogh and self-employed SEP and SIMPLE plan 
 ●  Penalty on early withdrawal of savings 
 ●  Paid alimony 

 Refer  to  the  IRS  publica�ons  and  website  for  greater  detail  for  determining  income  and  deduc�ons  as  it 
 pertains to each individual case. 
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 Borrower(s) Ability to Repay Loan 

 The  final  step  in  the  underwri�ng  process  involves  making  an  ini�al  calcula�on  of  how  much  money  the 
 borrower(s)  can  afford  to  borrow  for  the  project.  It  is  cri�cal  that  the  property  can  support  the  loan  to 
 minimize losses and to protect the borrower’s interests in the property. 

 If  the  borrower(s)  show  sufficient  income  to  meet  all  obliga�ons  within  the  qualified  interest  rate,  the 
 term  of  the  loan  may  be  shortened  to  allow  for  a  larger  payment  and  stay  within  the  31%  housing 
 expense ra�o. 

 If  the  borrower(s)  is  very  low  income  and  cannot  meet  the  criteria  of  the  front  and  back  end  ra�os,  they 
 could  be  considered  for  a  lower  payment  adjusted  for  the  income  situa�on.  The  minimum  monthly 
 principal payment is $25 on amor�zed loans. 

 Total monthly debt includes the following payments: 

 ●  Monthly  principal  and  interest  payments  for  all  current  and  proposed  debt  secured  by  the 
 property, including debt on the SFRRP loan 

 ●  Monthly payments for real estate taxes and hazard insurance 

 ●  Payments  on  installment  loans  and  monthly  payment  on  revolving  charge  account  debts  with  at 
 least six (6) remaining payments 

 ●  Health insurance payments not paid through employer 
 ●  Alimony, or maintenance payments paid 
 ●  Non-reimbursable  extraordinary  medical  costs  that  reliable  medical  opinion  indicates  are  likely 

 to con�nue for more than one (1) year 

 Applicants  who  exceed  these  limits  should  be  referred  for  consumer  debt  counseling,  allowing  the 
 applicant to be�er restructure their financial situa�on and afford SFRRP loan payments. 

 Agency Project Review 

 Once  the  actual  income  verifica�ons  have  been  received,  bids  have  come  in,  total  construc�on  costs 
 have  been  determined,  and  underwri�ng  has  been  finalized,  RPA  staff  to  input  the  necessary 
 informa�on  into  the  applica�on  and  print  the  Agency  Project  Review  sheet,  or  equivalent  form,  and 
 present it to the RPA Project Review Commi�ee, or RPA equivalent review process, for approval. 

 Submit  documenta�on  with  the  date  of  the  RPA  Project  Review  Commi�ee  approval  to  the  State  SFRRP 
 Program Specialist. This commitment date is important to state and federal repor�ng. 
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 Agency Project Review, cont. 

 If  the  amount  of  the  Loan  will  not  cover  the  total  cost  of  the  project,  the  borrower(s)  will  have  to  be  able 
 to  obtain  sufficient  funds  to  complete  the  project  without  over-extending  their  ability  to  repay  the  debt. 
 The  borrower(s)  may  use  RPA  funds  for  grants  (see  Emergency  Housing  Situa�on  Grants)  to  lower  the 
 amount of SFRRP and USDA-RD loans as a last resort when all other avenues have been expended. 

 If  there  are  some  funds  the  borrower(s)  obtain  through  addi�onal  loans,  the  RPA  will  verify  that  these 
 funds  are  indeed  available  to  the  borrower(s),  and  the  RPA  will  add  these  funds  to  the  calcula�ons  to 
 determine if the borrower(s) can afford to take on an addi�onal loan. 
 If  the  funds  are  to  be  provided  from  cash  reserves  or  cash  equivalents  by  the  borrower(s),  the  sources, 
 availability, and liquidity of the addi�onal funds will be verified. 

 These  addi�onal  cash  reserves  or  cash  equivalents  may  be  cash  on  deposit,  cash  on  hand,  cash 
 surrender  value  of  life  insurance,  proceeds  from  the  sale  of  marketable  securi�es  or  other  assets,  gi�s  of 
 cash, or cash equivalents. Required to be deposited in borrower(s) escrow. 

 Title 

 An  Abstract  of  Title  from  the  county  should  be  obtained  and  reviewed  before  incurring  cost  of  a 
 preliminary �tle report during the pre-screening process. 

 Title will be cleared of all extraordinary liens and encumbrances including: 

 ●  Judgments 

 ●  Past due property tax liens 

 ●  Past due special assessment liens 

 ●  Mechanics liens 

 ●  Real estate contracts not between �tle owner and borrower 
 ●  Paid off mortgages not released 

 ●  Lawsuits 

 ●  Life  Estates  (will  be  reviewed  and  determined  that  residency  is  granted  only  to  persons  applying 
 for loan) 

 ●  As  to  child  support  judgments,  the  Office  of  Recovery  Services  and  the  parent  will  come  into 
 agreement of payments un�l the judgment is cleared 
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 Determine A�er-Rehabilita�on Value 

 To establish project eligibility, a�er-rehabilita�on value will be determined prior to any work being 
 performed.  Maintain  documenta�on  of  the  a�er-rehabilita�on  calcula�ons  for  each  project.  One  or 
 more of the following methods may determine the a�er-rehabilita�on value: 

 ●  es�mates of value by the RPA may be used 
 ●  either a licensed fee appraiser or a staff appraiser of the RPA may be used; 
 ●  a  comparable  property  located  in  the  same  neighborhood  may  be  used  to  establish  the  a�er- 

 rehabilita�on  value  if  the  assessment  is  current  and  accurately  reflects  market  value  a�er 
 rehabilita�on 

 Maximum Property Value, FHA 203(b) Mortgage Limits 

 Housing  that  is  currently  owned  by  a  family  qualifies  as  affordable  housing  only  if  the  value  of  the 
 property,  a�er  rehabilita�on  does  not  exceed  95%  of  the  median  purchase  price  as  stated  in  Sec�on 
 215(b)  of  the  Na�onal  Affordable  Housing  Act  (NAHA).  These  limits  are  updated  annually.  Total  debt 
 secured by the property includes the full amount of: 

 ●  Any lien(s) superior to the SFRRP Loan (principal only) secured by the property 
 ●  Amount of the principal of the SFRRP Loan 

 Verifying Informa�on on Finances and Property 

 Verifying Income 

 A  minimum  of  two  full  months  of  income  verifica�on  (e.g.,  paystubs,  social  security  le�er)  dated  within  6 
 months  of  applica�on.  If  income  verifica�on  doesn’t  reflect  accurate  annual  income,  RPA  may  use  a  copy 
 of  the  household’s  tax  return  Form  1040  and  all  schedules  signed  by  the  borrower(s)  and  filed  with  the 
 IRS. 

 The  RPA  will  use  a  “snapshot”  of  the  household’s  current  circumstances  to  es�mate  future  income.  The 
 RPA  will  assume  that  today’s  circumstances  would  con�nue  for  the  next  12  months  unless  there  is 
 verifiable  evidence  to  the  contrary.  This  method  will  be  used  even  when  it  is  not  clear  that  the  type  of 
 income  received  currently  will  con�nue  in  the  coming  year.  The  excep�on  to  this  rule  is  when 
 documenta�on is provided that current circumstances are about to change. 

 Some  third  party  providers  (such  as  banks)  may  charge  a  fee  to  provide  informa�on.  In  such  cases,  the 
 RPA  can  use  suitable  documenta�on,  for  example,  bank  statements  or  a  savings  passbook.  Costs 
 associated  with  third-party  verifica�ons  are  considered  eligible  expenses  and  include  verifying  credit, 
 income, employment, appraisals, and �tle evidence so long as the fees are reasonable and customary. 
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 Other Forms of Income 

 If  Self  Employed  ,  two  years  of  IRS  Tax  forms  will  be  averaged  to  determine  income.  The  RPA  will  be 
 careful  to  not  include  business  deduc�ons  related  to  the  dwelling  unit  being  rehabilitated.  Income 
 should  be  adjusted  to  exclude  one-�me  losses,  windfalls,  and  paper  losses.  If  self-employed  a  K-1  or  a 
 schedule C (revenue and expense) should be a�ached to the tax return. 

 If  two  years  of  tax  forms  are  not  available,  where  the  principal  source  of  income  is  from  the  borrower(s) 
 business,  whether  owned  individually  or  by  a  Corpora�on  or  Partnership,  a  copy  of  audited  financial 
 statements  for  the  en�ty  prepared  by  an  accountant,  including  a  currently  dated  balance  sheet  and 
 statement  of  opera�ons,  or  a  signed  copy  of  the  legal  en��es  current  tax  return  filed  with  the  IRS  will  be 
 obtained for partnerships, this same informa�on will be obtained from all general partners. 

 Income from Rental Units  in two to four unit Owner  Occupied proper�es will be included. 

 Regular  Contribu�ons  or  Payments  from  Others  including  funds  contributed  by  other  family  members 
 regardless  of  whether  they  live  in  the  same  dwelling  as  the  prospec�ve  borrower(s)  will  be  included  in 
 income  verified  with  canceled  checks  wri�en  by  the  payer,  bank  statements  showing  deposits  in  the 
 prospec�ve borrower’s account, or a wri�en agreement concerning the contribu�on or payment. 

 Unemployment  or  Temporary  Disabili�es  when  calcula�ng  income  for  borrower(s)  who  are 
 unemployed  or  temporarily  disabled,  use  six  (6)  months  unemployment  or  disability  compensa�on  plus 
 six  (6)  months  of  income  from  the  last  job  for  a  yearly  income.  If  there  have  been  periods  of 
 unemployment over the previous two years, the borrower(s) will explain the reason in wri�ng. 

 Food  Stamps,  Welfare,  Pension,  Disability,  Social  Security  or  Social  Service  Benefits  the  acceptable 
 methods of verifying such income include any of the following: 

 ●  An original benefits form obtained 3  rd  party or 
 ●  A  copy  of  the  award  le�er  or  benefit  check  (marked  void)  with  a  bank  statement  showing  the 

 same dollar amounts 
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 Verifying Mortgage and Lien Status 

 Acceptable  mortgage  verifica�on  can  be  a  mortgage  statement,  le�er  from  the  mortgagee,  or  the  HUD 
 3  rd  party  Mortgage  Verifica�on  Form.  The  RPA  should  ensure  that  a  current  verifica�on  is  u�lized.  The 
 mortgage verifica�on will also determine the terms of any future payments that may vary, such as: 

 ●  Adjustable Rate Mortgages 
 ●  Open-ended mortgages or Reverse Mortgages: 

 ○  An  open-ended  mortgage  permits  the  Borrower  to  add  new  advances  to  the  lien; 
 open-ended  mortgages  prior  to  (i.e.,  more  senior  than)  the  SFRRP  Loan,  the  RPA  will 
 consider  the  amount  of  the  lien  to  be  the  full  amount  that  could  be  advanced  (even  if 
 not  yet  advanced),  unless  the  open-ended  mortgage  lender  agrees  in  a  recorded 
 instrument to subordinate any future advances to the SFRRP Loan. 

 ●  Balloon Note: 
 ○  A  SFRRP  Loan  may  be  made  to  borrower(s)  who  have  a  Balloon  Note  secured  by  the 

 property if one of the following condi�ons is met: 
 ■  the  balloon  will  be  junior  to  the  SFRRP  Loan  and  is  scheduled  to  come  due 

 a�er the comple�on of construc�on on the project;  OR, 
 ■  the  balloon  will  be  senior  to  the  SFRRP  Loan,  if  it  was  closed  at  least  one 

 year  prior  to  the  submission  of  the  preliminary  applica�on,  and  the  balloon 
 payment  is  scheduled  to  come  due  at  least  five  years  a�er  the  expected  date 
 of  se�lement  of  the  SFRRP  Loan,  and  the  loan  to  value  ra�o  on  all  debt, 
 including the SFRRP Loan, does not exceed 80% of the As-Is-Value. 

 Verifying Title 

 The  RPA  will  obtain  a  �tle  report  showing  all  mortgages  and  liens  on  the  property  and  verify  the  status 
 of  all  mortgages  and  liens.  The  RPA  is  responsible  for  reviewing  a  preliminary  �tle  report  prior  to  loan 
 closing. 

 The preliminary �tle report will show: 

 ●  The borrower(s) have good and marketable �tle to the property being used for security 
 ●  The  �tle  is  only  subject  to  such  liens  and  encumbrances  as  are  approved  by  the  RPA  as  part  of 

 the determina�on of acceptable risk 

 All encumbrances on the �tle will be specifically listed in the SFRRP applica�on. 
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 Verifying Hazard Insurance 

 The  insurance  policy  will  have  OWHLF  listed  as  “Mortgagee''.  Insurance  coverage  will  be  in  an  amount 
 equal  to  or  greater  than  exis�ng  and  proposed  debt  minus  an  amount  equal  to  the  land  value  and  is 
 required  to  be  in  place  at  the  �me  each  SFRRP  Loan  is  closed.  Insurance  coverage  is  required  for  the 
 dura�on  of  the  loan.  Division  is  to  be  shown  as  a  co-insured  on  the  No�ce  provided  by  the  Insurance 
 Company.  Ini�al  No�ce  will  be  placed  in  the  file.  A  No�ce  of  Renewal  will  be  sent  to  HCD  annually  from 
 the owner's Insurance Company. 

 Verifying Credit History – The Credit Report 

 The  borrower(s)  will  have  a  credit  history  that  demonstrates  a  consistent  ability  to  meet  financial 
 obliga�ons  when  due.  The  RPA  determina�on  about  the  borrower's  credit  history  will  be  based  upon 
 the credit report. 

 Credit scores in the range of 580-669 indicate fair credit, above 670 are good. 

 All  accounts  listed  in  the  credit  report  will  be  accounted  for  on  the  loan  applica�on,  except  installment 
 loans  with  less  than  six  payments  remaining.  A  wri�en  explana�on  from  the  RPA  should  explain  reasons 
 for past credit problems appearing on the credit report and will be maintained in the file. 

 The following will be evaluated on the credit report and compared to the applica�on: 

 ●  Payment history of revolving or installment debts that are more than 90 days late. 

 ●  Ra�ngs on the outstanding debts 
 ●  Debts with the balances due or paid in full 

 ●  Data  from  a  search  of  public  and/or  court  records  for  liens,  suits,  foreclosures,  bankruptcies,  and 
 judgments 

 Legal  ac�ons,  including  liens,  judgments,  garnishments,  suits,  and  foreclosures  will  be  sa�sfied  in  full  or 
 with  terms  arranged  for  payment.  The  credit  history  a�er  the  legal  ac�on  will  be  current.  The 
 borrower(s)  having  judgments  and  collec�on  accounts  should  not  be  considered  for  a  loan  unless  the 
 following items are met and deemed acceptable: (1) a le�er explaining reasons for slow payments; and 
 (2)  a  good  credit  report  for  approximately  one  year  from  the  date  of  sa�sfac�on  of  payment  or 
 resolu�on  of  above.  The  borrower(s)  having  had  a  bankruptcy  should  not  be  considered  for  a  loan 
 unless  the  following  items  are  met  and  deemed  acceptable:  (1)  a  le�er  explaining  reasons  for 
 bankruptcy;  and  (2)  a  good  credit  report  for  approximately  one  year  a�er  discharge  on  a  Chapter  7 
 bankruptcy  to  show  credibility  in  making  payments  or  saving  money.  A  Chapter  11  bankruptcy  will  show 
 current payments for approximately one year from the filing date under the credit plan. 
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 Research the Report 

 A  credit  report  will  be  obtained  from  a  reputable  and  independent  credit  repor�ng  agency  on  each 
 borrower  signing  the  note  and  security  instrument,  whether  as  borrower,  guarantor,  co-signer,  or 
 surety. 

 A  single  agency  credit  report  does  inform  on  judgments,  public  records,  and  an  overall  indica�on  of 
 responsible  debt  management.  The  40  point  difference  indicated  by  each  credit  repor�ng  agency  should 
 not impact the approval or disapproval of a loan. 

 Loan Underwri�ng Guidelines 

 Security and Defaults 

 Loans  are  made  when  the  borrower(s)  are  likely  to  repay  and/or  when  there  is  adequate  security  in  case 
 of  defaults.  The  RPA  is  required  to  evaluate  the  financial  risks  involved  in  each  individual  case  and  reject 
 those  applica�ons  deemed  unacceptable.  The  RPA  should  provide  the  applicant  with  a  wri�en 
 explana�on of rejec�on. 

 Eligible loan costs should be covered with the loan and amor�zed over the loan term. 

 The borrower(s) may provide personal funds to cover any eligible and/or ineligible project costs. 

 There  are  six  key  variables  that  the  RPA  will  evaluate  when  underwri�ng  loans  to  determine  if  the 
 borrower(s)  are  an  acceptable  risk.  The  RPA  will  use  sound  judgment  in  applying  the  principles 
 established below: 

 ●  Affordability of the loan 

 ●  The borrower’s income 
 ●  Long-term credit history 

 ●  The borrower’s financial interest and mo�va�on to retain the property 

 ●  The value of the security/property capable of suppor�ng the loan 

 ●  The scope of the proposed project work 

 A�er  all  the  Underwri�ng  factors  have  been  considered,  the  data  has  been  processed  and  the  poten�al 
 borrower(s)  are  deemed  an  acceptable  risk,  the  RPA  should  recommend  approval  of  the  Loan  to  the  RPA 
 Project Review Commi�ee. 
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 Types of Loans 

 There  is  a  range  of  financing  op�ons  that  have  been  created  to  meet  the  variety  of  homeowner  needs 
 depending  on  the  borrower(s)  ability  to  repay  the  loan  monthly.  Repayment  loans  maximum  term  of  up 
 to 30 years. The term of a loan will be determined by the borrower's monthly income-to-debt ra�o. 

 Interest Rates 

 The  interest  rate  for  the  SFRRP  Loan  is  dependent  on  the  borrower’s  income  and  the  Area  Median 
 Income  of  the  residing  county.  Interest  rates  may  change  with  each  year’s  alloca�on  plan.  The  interest 
 rate  is  calculated  for  affordability  to  the  homeowner,  may  be  factored  on  a  case  by  case  basis,  and  does 
 not guarantee the applicant the interest rates listed below: 

 ●  Special Cases may be 0% or with an interest only payment 
 ●  Below 50% AMI is 1-2% 
 ●  51-60% AMI is 2.5% 
 ●  61%-80% AMI is 3% 

 Interest  bearing  loans  are  non-recourse  amor�zing  loans  having  a  recorded  Trust  Deed  and  a  Trust  Deed 
 Note. All Trust Deeds will include a “First Right of Refusal” for the OWHLF. 

 Determining Loan Amount 

 Before  the  loan  is  underwri�en,  the  RPA  will  calculate  the  exact  amount  of  the  loan.  The  loan  amount  is 
 determined by adding all the following: 

 ●  The cost of the proposed project work 
 ●  Con�ngency reserve 
 ●  Closing costs 

 Determining First Payment Due Date 

 When  establishing  the  first  payment  due  date  of  a  SFRRP  loan  (with  or  without  the  refinance  of  an 
 exis�ng  mortgage),  allow  6  months  a�er  the  es�mated  comple�on  date  of  the  project  before  the  first 
 payment  is  due  .  Schedule  interest  on  loan  to  begin  30  days  prior  to  the  first  payment  due  date.  Calculate 
 escrow of property taxes and insurance accordingly. 
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 Refinance 

 Refinancing  the  unit’s  exis�ng  secured  debt  may  be  an  eligible  cost  only  to  the  extent  that  the 
 homeowner  is  otherwise  unable  to  afford  payments  for  the  SFRRP  financing.  The  rehabilita�on  cost 
 must  be  greater  than  the  amount  of  debt  that  is  refinanced.  Under  this  circumstance,  HCD  is  required  to 
 approve the loan. 

 Refinancing  unsecured  debt  may  be  eligible  if  it  is  necessary  to  reduce  the  owner’s  overall  housing  costs, 
 make  the  housing  more  affordable,  and  con�nue  long-term  affordability.  Refinancing  for  the  purpose  of 
 taking out equity is not permi�ed. 

 Excep�ons for Extraordinary Circumstances 

 The  borrower(s)  monthly  expense-to-income  and  debt-to-income  ra�os  (31/41%)  will  not  be  exceeded 
 except  in  extraordinary  circumstances  in  which  case  approval  will  be  obtained  from  the  SFRRP  Program 
 Specialist.  If  such  an  approval  is  needed,  the  RPA  will  include  a  wri�en  jus�fica�on  in  the  case  file.  These 
 excep�ons  may  only  be  granted  on  a  case-by-case  basis.  Examples  of  condi�ons  that  could  jus�fy  higher 
 ra�os include but are not limited to the following: 

 ●  The  demonstrated  ability  of  the  borrower(s)  to  successfully  devote  a  greater  por�on  of  income 
 to housing expenses 

 ●  The  demonstrated  ability  of  the  borrower(s)  to  maintain  an  excellent  credit  history,  to 
 accumulate savings, and to maintain a debt-free posi�on 

 ●  The  substan�al  probability  that  the  borrower's  income  will  increase,  based  on  their  educa�on, 
 job training, or �me employed or prac�ced in a profession within the next 12 months 

 ●  The  borrower's  net  worth  being  substan�al  enough  to  evidence  an  ability  to  repay  the  loan 
 regardless of income 

 If  the  PITI  payment  falls  in  between  the  front  and  back  end  ra�os,  the  31%  for  housing  could  increase  if 
 the back end ra�o does not exceed approximately 41%. 
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 RPA Project Review Commi�ee Process 

 The  RPA  should  establish  a  wri�en  policy  for  reviewing  applica�ons.  The  RPA  should  establish  a 
 commi�ee  to  review  each  SFRRP  applica�on;  the  commi�ee  may  deny  any  applica�on  that  does  not 
 meet  the  criteria  set  forth  in  this  document  and  accomplish  the  long-term  goals  of  the  program.  All 
 decisions should be signed and dated by the commi�ee for federal and state repor�ng purposes. 

 RPA’s Final Decision on the Loan 

 A�er  the  underwri�ng  factors  have  been  considered,  the  data  has  been  processed  and  the  poten�al 
 borrower  is  deemed  an  acceptable  risk,  the  RPA  shall  present  the  applica�on  to  the  RPA  Project  Review 
 Commi�ee for one of the following determina�ons: 

 ●  Approval:  the  RPA  will  no�fy  the  borrower(s)  of  the  RPA  Project  Review  Commi�ee’s  final 
 decision,  retain  a  copy  of  that  le�er  in  the  applicant  file  and  follow  next  steps  in  submi�ng  the 
 loan packet to the SFRRP Program Specialist. 

 ●  Rejec�on:  the  RPA  staff  will  provide  the  applicant  with  a  le�er  sta�ng  the  reason  for  rejec�on 
 and  inform  the  applicant  of  the  appeal  process  and  retain  a  copy  of  that  le�er  in  the  applicant 
 file. 

 ●  Follow-up:  the  applicant  will  be  no�fied  and  the  RPA  will  work  with  the  applicant  to  obtain 
 necessary  informa�on  and  resubmit  the  applica�on  at  the  next  RPA  Project  Review  Commi�ee 
 mee�ng. 

 Final Loan Approval & Loan Number 

 The  “loan  packet”  will  be  submi�ed  to  the  SFRRP  Program  Specialist  for  final  review,  approval,  and 
 assignment of loan number. The following documents must be submi�ed: 

 ●  Applica�on (Excel version and a signed copy) 
 ●  Income verifica�on (must be within the most recent 6 months of applica�on) 

 o  Income calcula�on sheet & 2 months suppor�ng documenta�on 
 ●  Credit History 
 ●  Mortgage Statement, if applicable (current) 
 ●  Property Tax (current) 
 ●  Homeowners Insurance (current) 
 ●  Title Report 
 ●  Project Bid (include before pictures of proposed project) 
 ●  RPA Project Review (i.e.,: signed board approval, approved minutes, etc.) 
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 Client Appeal and Fair Hearing Process 

 If  the  borrower(s)  loan  applica�on  is  denied,  they  may  pe��on  to  have  their  case  heard  with  the  RPA 
 Project  Review  Commi�ee  and  anyone  else  the  RPA  deems  to  have  par�cipate  at  the  hearing.  The 
 borrower(s)  will  submit  in  wri�ng  their  concerns.  The  RPA  shall  make  an  appointment  with  the  RPA 
 Project  Review  Commi�ee  as  soon  as  possible,  once  receiving  the  wri�en  concerns  from  the 
 borrower(s). 

 The  hearing  process  should  be  determined  by  the  RPA’s  policy.  A  determina�on  should  be  made  within 
 60  days  of  receipt  of  borrower(s)  le�er  of  concerns.  The  RPA  staff  should  provide  documenta�on  of  the 
 RPA Project Review Commi�ee determina�on within 10 days of hearing. 

 Loan Closing 

 Closing Costs 

 The  closing  costs  may  be  refundable  if  the  borrower(s)  cancels  the  loan  in  accordance  with  the  Truth-in- 
 Lending Act. These costs can include, but are not limited to: 

 ●  Credit reports 
 ●  Preliminary commitment for �tle insurance 
 ●  Title report 
 ●  Fees for recording and filing legal documents related to the loan 
 ●  A�orney fees 
 ●  Appraisal fees 
 ●  Energy audit 
 ●  Other fees as approved by SFRRP Program Specialist 

 When  reques�ng  the  documents  that  come  with  fees,  the  RPA  should  request  the  borrower(s)  sign  a 
 document that states if they do not proceed with the loan, they are responsible for the costs. 
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 Prepara�on and Execu�on of Se�lement Documents 

 Commitment for Title Insurance is required on project loans greater than $5,000.00. 

 The  RPA  will  a�end  the  loan  closing  conducted  by  a  �tle  company.  Loans  under  $5,000  are  not  required 
 to  close  at  a  �tle  company,  but  s�ll  require  the  presence  of  the  RPA  and  a  Notary  Public.  The  �tle 
 company  is  responsible  to  ensure  the  validity  and  priority  of  the  lien  in  accordance  with  the  approved 
 loan  applica�ons,  compliance  with  all  other  se�lement-related  requirements,  and  all  applicable  laws  and 
 regula�ons. 

 The  amount  of  funds  collected  in  escrow  for  taxes  and  insurance  will  be  determined  prior  to  loan  closing 
 as  per  industry  standards.  The  se�lement  agent  (�tle  company  or  escrow  company  assigned,  or  RPA)  will 
 have  the  required  loan  documents  signed  by  the  borrower(s).  The  required  loan  documents  will  be  in  a 
 standardized form approved by the OWHLF. 

 The following loan documents will be prepared and executed: 

 ●  Truth-in-Lending  Disclosure  Statement  (will  be  prepared  for  the  borrower(s)  by  the  �tle 
 company or RPA for all loans) 

 ●  Right of Rescission (72 hour no�ce) 
 ●  Trust  Deed  Note  (the  legal  instrument  that  establishes  the  legal  and  financial  obliga�ons  of  the 

 borrower(s) with respect to repayment of the loan) 
 ●  Trust  Deed  (the  standard  form  of  Trust  Deed,  and  will  secure  the  Trust  Deed  Note  approved  by 

 legal  counsel  and  will  provide  the  lender  with  an  interest  in,  or  a  claim  to,  the  mortgaged 
 property as security for the loan) 

 ●  Escrow  Worksheet  (if  applicable,  showing  amounts  to  be  collected  for  insurance,  taxes,  and 
 special assessments) 

 ●  Request  for  No�ce  (will  be  completed,  signed,  and  recorded  in  the  appropriate  county 
 Recorder’s office if the OWHLF loan is subordinate to any other liens) 

 ●  Energy Star Cer�ficate (as applicable, filed in the appropriate County Recorder’s Office) 

 Supplemental Financing in Escrow 

 The  borrower(s)  may  supply  supplemental  financing,  and  which  will  be  placed  at  se�lement  into  an 
 escrow  account  that  is  controlled  by  the  RPA.  Supplemental  financing  being  supplied  will  be  set  aside  for 
 the rehabilita�on through a legally binding commitment provided at loan se�lement. 
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 Truth-in-Lending and Real Estate Se�lement Procedures 

 The  se�lement  agent  for  all  loans  will  prepare  the  Truth-in-Lending  Disclosure  Statement  for  the 
 borrower(s)  to  Owner  Occupants.  It  includes  the  amount  borrowed,  the  interest  rate,  the  total  finance 
 charges,  terms  of  the  loan,  payment  due  date,  the  loan  closing  costs,  and  a  descrip�on  of  the  security 
 for the loan. 

 Right  to  Cancel:  The  se�lement  agent  will  inform  the  borrower(s)  who  is  en�tled  to  cancel  the  loan 
 transac�on  of  their  rights  in  accordance  with  this  paragraph  and  will  provide  such  borrower(s)  with  a 
 wri�en  No�ce  of  Right  to  Rescission  (NRR).  If  the  loan  is  a  second  mortgage,  there  is  a  3-day  rescission 
 period. First mortgage loans have no rescission period. 

 The  se�lement  agent  will  give  the  borrower(s)  two  properly  completed  copies  of  the  No�ce  (NRR)  at 
 loan se�lement  before  the Trust Deed Note and Trust  Deed are executed. 

 To  compute  the  running  of  the  three-day  (3)  cancella�on  period  for  entry  on  the  No�ce,  treat  the  date 
 of  loan  se�lement  as  Day  Zero,  and  the  next  business  day  as  Day  1,  and  so  forth.  The  right  of 
 cancella�on  expires  on  midnight  of  Day  3.  A  business  day  is  any  calendar  day  except  Saturday  and 
 Sunday  and  a  legal,  Federal  holiday  (pursuant  to  5  USC  6103  (a)),  including  the  following  holidays:  New 
 Year’s  Day,  Birthday  of  Mar�n  Luther  King,  Jr.,  Washington's  Birthday,  Memorial  Day,  Juneteenth 
 Na�onal  Independence  Day,  Independence  Day,  Labor  Day,  Columbus  Day,  Veterans  Day,  Thanksgiving 
 Day, Christmas Day. 

 The  borrower(s)  may  exercise  the  right  of  cancella�on  by  giving  wri�en  no�ce  within  the  cancella�on 
 period.  One  means,  but  not  the  only  means,  of  giving  no�ce  is  to  sign  and  date  the  appropriate  space  on 
 a  copy  of  the  No�ce  provided  at  se�lement  and  return  it.  If  there  is  more  than  one  borrower  with  the 
 right  to  cancel  a  par�cular  loan,  any  borrower  may  cancel  the  en�re  transac�on.  To  be  effec�ve,  the 
 borrower’s no�ce will be given in wri�ng within the three-day cancella�on period. 

 The  No�ce  is  considered  “given”  when  it  is  mailed  or  filed  for  transmission  electronically,  when  it  is 
 received.  It  is,  therefore,  quite  possible  that  the  HCD  will  not  receive  the  No�ce  un�l  some�me  a�er  the 
 No�ce  has  taken  effect  and  the  transac�on  has  been  canceled.  For  this  reason,  the  se�lement  agent,  at 
 se�lement,  should  inform  the  borrower(s)  that  they  should  telephone  the  HCD  staff  if  they  decide 
 within the cancella�on period to cancel the transac�on. 

 Upon  receiving  a  borrower’s  �mely  No�ce  under  the  Truth-in-Lending  procedures,  HCD  will  promptly 
 take ac�on necessary to release the borrower from the transac�on. 

 No  disbursements  can  be  made  un�l  the  cancella�on  period  has  expired  and  the  Trust  Deed  has  been 
 properly recorded in the appropriate County Recorder’s office. 
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 Insurance, Taxes, and Special Assessments 

 The  se�lement  agent  will  ensure  that  required  insurance  policies  (including  hazard  or  property  insurance 
 and  flood  insurance,  if  required)  are  adequate  and  in  force.  The  borrower(s)  are  responsible  to  pay  the 
 cost of required insurance. 

 ●  Level  of  Coverage  -  hazard  and  flood  insurance  policies  will  cover  exis�ng  secured  debt,  if  any, 
 plus  the  amount  of  the  loan;  if  the  property  is  vacant  and  is  not  readily  insurable,  it  will  be 
 covered by a builder’s risk policy. 

 ●  Mortgagee  Clause  -  all  insurance  policies  will  include  a  mortgagee  clause,  respec�ve  to  lien 
 order on the property, designa�ng the Olene Walker Housing Loan Fund, as beneficiary. 

 ●  Required  Documenta�on  -  a  copy  of  the  insurance  policy  or  a  binder  sufficient  to  support  the 
 insurance requirement, together with evidence of premium being paid. 

 Closing Costs will be collected in either of the following two ways: 

 ●  the Closing Costs may be paid at loan se�lement with the borrower’s own funds. 
 ●  the Closing Costs may be paid out of loan funds. 

 SFRRP Construc�on/Rehabilita�on Contract 

 The  RPA  will  assure  that  a  SFRRP  Contract  has  been  executed  by  the  par�es  thereto  either  before  or  at 
 loan  se�lement.  This  contract  will  cover  all  work  to  be  performed  on  the  property  under  the  approved 
 loan applica�on. 

 While  execu�on  of  this  contract  may  be  delayed  past  the  comple�on  of  loan  se�lement,  the  contract 
 will  be  dra�ed  so  that  no  contractor  is  permi�ed  to  begin  work,  and  materials  are  not  delivered  to  the 
 property,  un�l  the  loan  security  instrument  is  recorded  and,  in  the  event  that  a  Truth-in-Lending 
 rescission period applies to the loan, un�l such rescission period has expired. 

 Addi�onal documents that may be required at closing: 

 ●  Order to Proceed 
 ●  Scope of Services 
 ●  Bids 
 ●  Change Order 
 ●  Verifica�on of Hazard and Flood Insurance 
 ●  Lead-Based Paint Cer�fica�on 
 ●  Energy Ra�ng 
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 Involvement of HCD Legal Counsel 

 HCD  legal  counsel  will  par�cipate  as  necessary  to  assure  the  legal  enforceability  of  the  loan  documents, 
 and  the  priority  of  the  lien  on  the  loan  security  instrument  in  accordance  with  the  approved  loan 
 applica�on, and that all the documents are legally enforceable. 

 Post Se�lement 

 Following  the  comple�on  of  the  loan  closing,  the  se�lement  agent  or  �tle  company  will  immediately 
 record  the  documents  required  for  all  loans  with  the  appropriate  county  recorder.  Prompt  recording  is 
 necessary  to  ensure  the  legal  enforceability  and  the  approved  priority  of  the  lien  posi�on.  When  the 
 se�lement  is  complete,  the  RPA  should  hold  a  proceed  mee�ng  with  the  homeowner  and  contractor. 
 A�er  reviewing  the  work  to  be  done  and  agreed  to  by  all  par�es,  a  proceed  order  should  be  signed  and 
 the contractor may begin work. 

 Due and Payable 

 The  total  unpaid  principal  balance,  including  any  accrued  interest  and  late  charges  becomes 
 immediately due and payable: 

 ●  If the property is sold, conveyed, disposed, assigned, or transferred; 
 ●  If the owner of the property ceases to make the property their primary residence; 
 ●  If a senior lien is refinanced; or 
 ●  Upon the death of the borrower. 

 Flood Insurance 

 The  Na�onal  Flood  Insurance  Program  (NFIP)  is  authorized  by  the  Na�onal  Flood  Insurance  Act  of  1968 
 (Title  XIII  of  P.L.  90-448,  as  amended,  42  U.S.C.  §§4001  et  seq.)  and  is  the  primary  source  of  flood 
 insurance coverage for residen�al proper�es in the United States. 
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 Underwri�ng Loans in Special Flood Hazard Areas 

 The  amount  of  flood  insurance  coverage  will  be  for  at  least  the  outstanding  principal  balance  of  the  loan 
 and  will  be  con�nued  for  the  term  of  the  loan.  The  loan  file  will  include  evidence  that  the  OWHLF  has 
 been  added  as  a  lienholder  on  an  exis�ng  flood  insurance  policy  and  the  insurance  is  wri�en  in  an 
 amount  sufficient  to  protect  HCD  interest.  Proof  of  insurance  will  be  documented  with  a  fully  executed 
 copy of the flood insurance policy or binder issued by the insurance agent as a paid receipt. 

 Should  the  state  lose  its  eligibility  for  par�cipa�on  in  the  Na�onal  Flood  Insurance  Program  (NFIP),  flood 
 insurance  would  no  longer  be  available  to  program  par�cipants  and  the  assisted  owner’s  responsibility 
 to renew an exis�ng flood insurance policy would automa�cally be terminated. 

 Eleva�ng  the  basement  of  the  building  or  otherwise  flood  proofing  (in  accord  with  NFIP  standards  or  in 
 compliance  with  Execu�ve  Order  11988)  does  not  remove  the  legal  obliga�on  to  purchase  and  maintain 
 flood  insurance  for  the  life  of  the  loan,  so  long  as  the  building  remains  located  in  the  designated  special 
 flood  hazard  area;  such  precau�ons  are  generally  designed  to  reduce  the  poten�al  of  flooding  damage 
 to  buildings,  but  do  not  eliminate  poten�al  flooding  or  financial  loss  caused  by  flooding.  To  obtain 
 informa�on  about  the  insurability  of  any  par�cular  property,  the  borrower(s)  should  contact  their 
 insurance agent or the NFIP’s servicing contractor. 

 Government Records and Management Act (GRAMA) 

 A  GRAMA  request  is  an  open  records  request.  Requests  for  individual  records  will  be  made  in  wri�ng. 
 Requests  will  be  signed  and  dated,  indicate  the  records  requested  (including  case  number  or  PID), 
 indicate  where  the  records  are  to  be  sent,  and  provide  a  day�me  telephone  number  where  the 
 requester  may  be  reached,  in  case  our  office  has  addi�onal  ques�ons.  For  more  informa�on  on  GRAMA 
 requests, see  h�ps://jobs.utah.gov/department/contact/dwsdatashare/grama.html  . 

 Right To Financial Privacy Act 

 Any  person  or  organiza�on  ac�ng  for  HCD,  will  comply  with  the  Right  to  Financial  Privacy  Act  (12  U.S.C. 
 3401)  in  obtaining  financial  records  or  informa�on  from  any  financial  ins�tu�on,  concerning  any 
 individual  or  any  partnership  or  five  or  fewer  individuals  in  connec�on  with  any  loan.  Financial  records 
 and informa�on may be used only for the purposes for which they were originally intended. 
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 The Fair Housing Act 

 Title  VIII  of  the  Civil  Rights  Act  of  1968  (Fair  Housing  Act)  ,  as  amended,  prohibits  discrimina�on  in  the 
 sale,  rental,  and  financing  of  dwellings,  and  in  other  housing-related  transac�ons,  because  of  race,  color, 
 religion,  sex  (including  gender  iden�ty  and  sexual  orienta�on),  familial  status,  na�onal  origin,  and 
 disability.  It  also  requires  that  all  federal  programs  rela�ng  to  housing  and  urban  development  be 
 administered in a manner that affirma�vely furthers fair housing (42 U.S.C. §§ 3601-19). 

 The Equal Opportunity Act 

 The  Equal  Credit  Opportunity  Act  [ECOA]  ,  15  U.S.C.  1691  et  seq.  prohibits  creditors  from  discrimina�ng 
 against  credit  applicants  on  the  basis  of  race,  color,  religion,  na�onal  origin,  sex,  marital  status,  age, 
 because  an  applicant  receives  income  from  a  public  assistance  program,  or  because  an  applicant  has  in 
 good  faith  exercised  any  right  under  the  Consumer  Credit  Protec�on  Act.  The  RPA  will  pay  par�cular 
 a�en�on to the ECOA when underwri�ng loans. 

 Por�olio Management 

 Loan Servicing Issues 

 Por�olio  management  is  the  responsibility  of  HCD.  However,  HCD  may  call  upon  the  RPA  as  needed,  to 
 assist  in  minor  loan  servicing  issues.  This  may  include  but  is  not  limited  to:  driving  by  a  property  for 
 inspec�on, picking up a payment, or mee�ng with contractors to secure an asset a�er foreclosure. 

 Hazard, Flood Insurance, and Taxes Follow-Up 

 All  proper�es  require  adequate  insurance  coverage  throughout  the  term  of  the  loan.  All  proper�es  are 
 required  to  stay  current  on  property  taxes  throughout  the  term  of  the  loan.  HCD  will  review  property 
 taxes and insurance policies annually for compliance. 
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 Subordina�ons 

 OWHLF  is  not  obligated  to  subordinate  its  interest  in  their  loan  for  any  reason,  but  may  consider 
 requests  for  a  loan  subordina�on  that  strictly  meet  criteria  set  by  the  HCD,  as  iden�fied  in  the  HCD  loan 
 subordina�on policy as follows: 

 ●  All  requests  for  subordina�ons  will  be  submi�ed  to  HCD,  in  wri�ng  or  by  email  from  the 
 borrower(s),  accompanied  by  documenta�on  for  the  reason  thereof;  all  subordina�on  requests, 
 a�er receipt of requested documenta�on, will require two weeks for staff to review 

 ●  Will  be  submi�ed  within  the  first  5  years  from  the  date  of  the  Trust  Deed  Note  to  HCD  from 
 the borrower, otherwise the loan should be paid off 

 ●  For  a  FHA  streamline  refinance  of  the  1st  mortgage,  it  will  be  for  the  purpose  of  lowering  a  fixed 
 interest  rate  by  one  full  basis  point  (1%)  or  greater;  no  cash  out  to  the  borrower(s)  and  the  new 
 loan amount to the 1st mortgage cannot exceed 95% combined LTV 

 ●  The  borrower(s)  give  consent  for  the  new  lender  to  release  their  applica�on  with  all  verifica�ons 
 for  review;  these  should  include,  but  no  be  limited  to:  3  rd  party  employment  verifica�ons,  good 
 faith  es�mate,  �tle  report,  appraisal  and  copy  of  the  signed  closing  statement  if  subordina�on  is 
 approved 

 ●  The  �tle  company  will  prepare  the  subordina�on  agreement  to  be  signed  by  HCD  s�pula�ng 
 the maximum amount of new loan that HCD has agreed to subordinate to 

 ●  All  costs  associated  with  the  recording,  etc.  will  be  included  in  costs  to  the  borrower  at  the  �me 
 of closing. 

 Loan Assump�ons and Restructuring 

 HCD  policy  is  not  to  permit  assump�ons  of  loans,  however,  assump�ons  will  be  considered  on  a  case-by- 
 case  basis,  unless  the  note  is  iden�fied  as  a  non-assumable  note.  To  be  considered,  the  client  should 
 meet the following criteria: 

 ●  The new owner can assume all loans superior to the HCD with no increase in principal, and 
 ●  The new owner will meet the eligibility requirements for the specific loan type, and 
 ●  HCD  will  rewrite  the  interest  rate,  payment,  and  term  of  its  original  Trust  Deed  Note  to 

 meet the new borrower’s financial ability. 

 Loan Recapture 

 See Single-family Loan Recapture Policy. 
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 Increased Loan Amount 

 Unforeseen  work  during  construc�on,  which  is  required  to  bring  the  property  into  conformance  with 
 State Construc�on Codes and local ordinances, may make it necessary to increase an already closed 
 loan.  If  the  loan  con�ngency  or  elimina�ng  planned  General  Property  Improvement  (GPI)  is  not 
 available,  the  RPA  may  increase  the  loan  amount  if  all  loan  limits  established  in  the  Policy  are  met.  If  the 
 original  loan  is  increased  the  approval  will  be  in  place  before  the  new  loan  is  closed.  The  new  loan  will 
 require  a  Modifica�on  Agreement,  a  Modified  Escrow  Agreement  and  addi�onal  escrow  deposit  (if 
 applicable) and another loan closing. 

 Loan Payoffs and Reconveyances 

 When  loans  become  paid  in  full  HCD  will  reconvey  the  trust  deed  associated  with  that  loan  to  the 
 property  owner.  When  a  loan  payoff  or  final  payment  is  received,  the  following  steps  will  be  completed 
 to assure the reconveyance is properly executed: 

 ●  A  review  of  the  loan  history  is  done  to  determine  that  there  is  zero  balance  and  signs  a  Request 
 for Reconveyance 

 ●  The  Request  for  Reconveyance  is  prepared  and  given  to  the  Trustee  along  with  the  original  Trust 
 Deed  Note  and  Trust  Deed;  the  Trustee  will  then  prepare  a  Deed  of  Reconveyance  and  record 
 the reconveyance 

 ●  Once  recorded,  the  Deed  of  Reconveyance  is  returned  to  HCD  and  a  copy  of  the  Deed  of 
 Reconveyance is placed in the loan file; the original is sent to the property owner. 

 State Contracts and Payments 

 Authorized Funding for Projects 

 State  contracts  provide  authorized  funding  levels  to  the  RPA  for  comple�on  of  specific  scope  of  work 
 items.  The  contracts  require  the  state  and  agencies  to  abide  by  the  various  federal  and  state  statutes 
 and regula�ons incorporated as a�achments to the contract. 

 Each  agency  under  the  SFRRP  will  receive  an  overall  contract  from  HCD  that  includes  an  alloca�on  for 
 single-family  unit  produc�on  within  the  RPA  service  area,  an  allotment  for  performance-based 
 administra�ve funds, a performance target, and a fixed performance period. 

 The  contract’s  set-aside  for  agency  administra�on  is  based  upon  unit  produc�on  within  the  RPA  service 
 area.  Contract  terms  and  provisions  such  as  the  contract  end  date  can  only  be  revised  by  formal 
 amendment to the original contract document. 
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 Contract Period 

 The  contract  period  begins  no  earlier  than  the  OWHLF  Board’s  approval  of  the  annual  alloca�on  plan. 
 The  beginning  and  ending  date  of  the  state  fiscal  year  may  limit  the  contract  period  for  state-funded 
 contracts  (contracts  funded  with  state  general  funds).  Whereas  HOME  funds  along  with  SFRRP  income 
 funds  (state  and  federal)  allow  for  flexibility  in  the  contract  period.  HCD  intends  to  allocate  state  funds 
 for the SFRRP. 

 Payment Requests 

 Agencies  will  submit  claims  for  reimbursement  via  Webgrants  with  required  documenta�on.  The  total 
 amount  of  the  claim  shown  on  the  Summary  of  Expenditures  will  match  the  amount  requested  in  the 
 corresponding  Webgrants  budget  category  to  be  processed  for  payment.  In  the  event  of  discrepancy  or 
 ques�ons  of  eligibility,  the  SFRRP  Program  Specialist  will  no�fy  the  RPA  and  put  the  claim  in  “Correc�ng” 
 mode for the RPA to reconcile the claim and re-submit for payment. 

 Monitoring of RPAs 

 Monitoring 

 Effec�ve  monitoring  is  an  ongoing  process  of  planning,  implementa�on,  communica�on,  and  follow-up. 
 As  a  result,  monitoring  ac�vi�es  will  be  scheduled  throughout  the  program  years.  The  state  shall  have 
 the  right  to  monitor  the  RPA’s  performance.  Monitoring  of  performance  shall  be  at  the  complete 
 discre�on  of  HCD,  which  will  include  but  is  not  limited  to  the  RPA’s  fiscal  opera�ons,  and  the  terms, 
 condi�ons,  a�achments,  scope  of  work,  and  performance  requirements  of  the  contract.  RPAs  will  be 
 monitored as outlined in the contract scope of work. 

 The Monitoring Report 

 There  are  three  stages  of  interven�on:  low-level-,  moderate-level,  and  high-level,  each  star�ng  with 
 planning  strategies  or  technical  assistance  for  problems,  moving  to  imposing  proba�onary  statues  and 
 the  most  serious  to  terminate  and  ini�ate  legal  ac�on.  Interven�on  will  range  from  administering 
 technical assistance to termina�ng the RPA funding. 

 HCD  will  develop  a  plan  for  correc�on  of  deficiencies  with  each  RPA  and  will  establish  correc�ve  ac�ons 
 should agencies fail to resolve deficiencies in a �mely manner. 
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 Concerns or Findings 

 A  concern  is  a  deficiency  in  program  performance  that  is  not  based  on  a  statutory  or  regula�on 
 requirement  that  HCD  feels  should  be  corrected  to  ensure  program  compliance.  HCD  will  recommend 
 ac�ons  to  address  the  concern  and  provide  technical  assistance.  A  concern,  if  not  properly  addressed, 
 could  become  a  finding.  A  finding  is  a  deficiency  based  on  a  statutory  or  regulatory  requirement  that 
 HCD is authorized to apply sanc�ons or other correc�ve ac�ons. 

 If  it  is  discovered  that  the  RPA  is  in  default  (not  in  compliance  with  the  contract),  RPA  may  be  subject  to 
 sanc�ons. Those may include: 

 ●  Warnings 
 ●  Audits 
 ●  Temporary suspension of payments 
 ●  Termina�on 
 ●  Demand for the return of funds 
 ●  Suspension/debarment from par�cipa�ng in future state en�ty grants and contracts 

 o  Default  may  also  result  in  the  cancella�on  of  other  agreements  between  the 
 RPA and the State. 

 Future Planning 

 HCD will assist or provide: 

 ●  Networking  between  the  RPAs  to  share  ideas  and  provide  collabora�on  between  each  other  to 
 advise and guide proper administra�on of the program. 

 ●  Enhance the RPA knowledge of effec�ve program administra�on through: 
 o  Orienta�on sessions 
 o  Workshops 
 o  Technical Assistance 
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 Single-family Loan Recapture Policy (Board Approved 4/22/2021) 

 In  the  event  that  the  borrower(s)  does  not  have  sufficient  proceeds  from  the  sale  of  a  project  that  was 
 funded by OWHLF, decisions will be made on a case-by-case basis on how to proceed to recapture the 
 funds.  A�er  following  all  necessary  steps  as  listed  in  the  Foreclosure  and  Asset  Management  Sec�on  of 
 this  manual,  a  commi�ee  consis�ng  of  OWHLF  staff  and  management  will  be  authorized  to  make  all 
 decisions  in  lowering  prices  and  accep�ng  offers  based  upon  the  history  and  condi�on  of  the  property. 
 When  a  decision  is  made  to  lower  the  price  of  a  property  or  to  accept  an  offer  that  will  not  generate 
 enough  proceeds  to  pay  off  the  OWHLF  loan,  the  por�on  of  the  loan  that  cannot  be  recaptured  will  be 
 considered  a  grant.  For  accoun�ng  purposes,  this  por�on  of  the  loan  will  be  converted  from  a  loan  to  a 
 grant  using  object  code  7512.  For  loans  that  were  funded  with  HOME  funds,  repayment  to  the  HOME 
 account  for  the  por�on  of  the  loan  that  is  converted  to  a  grant  is  not  required  and  HOME  affordability 
 requirements will be considered sa�sfied. See HUD CPD No�ce  here  . 

 The  OWHLF  Board  will  be  no�fied  for  ra�fica�on  when  proper�es  have  sold  in  which  more  than  $5,000 
 of a loan has been converted to a grant. 

 For  all  projects,  single-family  or  mul�-family,  the  OWHLF  Board  has  authority  to  forgive  principal  and 
 interest.  In  the  event  that  principal  is  forgiven  on  a  loan,  the  amount  that  is  forgiven  will  be  converted 
 from  a  loan  to  a  grant.  The  amount  of  accrued  interest  that  is  forgiven  will  be  reversed  in  CLCS,  the  loan 
 servicing system. The interest that is forgiven will also be reduced from reported program income. 

 Single-Family Loan Default Policy 

 In  the  event  that  a  single-family  loan  becomes  delinquent  (over  90  days  past  due)  staff  will  contact  the 
 borrower(s)  to  discuss,  and  be�er  understand,  their  financial  situa�on.  Based  on  that  conversa�on,  staff 
 will  have  the  borrower(s)  fill  out  a  Single-Family  Applica�on.  Staff  will  review  the  applica�on  and  then 
 meet  with  the  Program  Manager  to  decide  the  best  course  of  ac�on.  Because  each  situa�on  is  unique, 
 they  will  need  to  be  reviewed  on  a  case-by-case  basis.  Op�ons  that  may  help  the  borrower(s)  stay 
 current  include  but  are  not  limited  to  a  payment  plan,  modifying  the  Trust  Deed  Note,  payment 
 forbearance,  or  deferring  the  loan.  If  a  modifica�on  to  the  Trust  Deed  Note  is  needed,  the  loan  will  be 
 reviewed by the A�orney General's Office, who will also prepare the Modifica�on Agreement. 

 The borrower(s) must s�ll qualify for the program for which they were originally awarded funding, the 
 home must con�nue to be their primary residence, and taxes and insurance must be current. 
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