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NEIGHBORHOOD STABILIZATION PROGRAM (NSP)

PROCEDURES FOR NSP-FUNDED HOMEBUYER CLOSINGS AND CONVERSIONS TO PERMANENT FINANCING OF RENTAL PROPERTIES

New York State Homes and Community Renewal (HCR) has outlined the following steps required for NSP funding of homebuyer closings.  Several of these steps will also apply when NSP funds are converting from interim to permanent financing for both homebuyer and rental properties. 

Homebuyer Closings  and  Conversions to Permanent Financing

Please let us know as far in advance as possible if you have a pending homebuyer closing or loan conversion to permanent financing for a rental property (at least 30 days in advance, per the terms of the Assistance Agreement).  This will enable time to draft the appropriate affordability documents for your program (e.g. Enforcement Note and Recapture Mortgage, or Restrictive Covenant).  [Note: in most cases, HCR is not requiring a note and mortgage or restrictive covenant during the interim phase of your projects, but will do so at the homebuyer closing or conversion to permanent financing.]

With homebuyer closings, whether you are seeking NSP funds at the closing table or reimbursement after the fact, documents must be submitted and approved by HCR in advance of the closing.  When HCR is funding at the time of a homebuyer closing, early submission of documents is essential in order to ensure sufficient time to draw the funds from HUD.

Following is a summary of steps and required documentation that must be submitted for each homebuyer closing or conversion to permanent financing.

Steps toward Closing or Loan Conversion 

· Submit a completed Property Close-Out Form and Disbursement Request Form (posted on our website) and all required attachments as noted on these forms, at least 30 days prior to the scheduled closing.
· For rental properties, submit a 10-year operating pro forma reflecting the needed level of NSP subsidy, with a formal written request for the subsidy, at least 30 days prior to the scheduled closing.  Please also submit the form lease to be used for the property, which must be approved by the Agency.
· Determine the method of enforcement of the NSP affordability requirement for your program – either an Enforcement Note and Recapture Mortgage, or a Restrictive Covenant, and advise your NSP Program Manager.  An HCR project attorney will provide you with the appropriate legal forms for you to fill in property and resident information as well as the amount of NSP subsidy.  Once completed, the applicable forms must be returned to HCR’s project attorney at least 10 business days prior to the scheduled closing.
· If along with the permanent mortgage lender there are additional subsidy providers funding the property, and a note and mortgage are used, HCR will also provide you with a draft Subordination and Parity Agreement to review and circulate among the other funders.  With multiple signatories to this document, please circulate the draft to the parties as early as possible prior to the closing.  HCR will execute the Subordination and Parity Agreement once all parties are in agreement, and sent to Grantee to be held in escrow for execution at the closing.  This document is NOT needed if a restrictive covenant is used in lieu of a note and mortgage.
· Grantee will remit the executed Note and recorded Mortgage or Restrictive Covenant (and Subordination and Parity Agreement, as applicable), along with a HUD-1 and a final version of the Property Close-Out Form within 30 days of closing.
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