PART B

HOMEBUYER PROJECT APPLICATION INSTRUCTIONS
First-Time Homebuyer (Homebuyer) project applicants must complete the HOME Application Parts A and B. 
The Project Application (Part B) consists of:

1.
2006 Homebuyer Project Application (Part B) 

Available in Microsoft WORD

2.
2006 Homebuyer Project Application Worksheets
Available in Microsoft Excel

Section I.
Project Activity

Check the type of HOME Homebuyer financing requested, as well as the type of housing proposed.

Section II. 
Project Team
A. List all known project team members in Chart 1.  The Sponsor/Developer is the legal entity or combination of legal entities with continuing control of the property during the development phase of the project. Sponsor/Developer does not include the seller of the property to be developed as the project, unless the seller will retain control of the project for the period of time necessary to ensure project feasibility as determined by the Department
B. Attach a narrative description of the roles, financial structure, and legal relationships between the entities identified in Chart 1.   Attach as Exhibit B1. This information will be used to assist HOME Program in understanding your proposed project.

C. In Chart 2, list the development team members and describe their roles and responsibilities in implementing the project.

Section III.
Prior Experience

Chart 1 - Similar Project Experience (Exhibit B2 HOME Homebuyer Project Application Worksheets)

On Chart 1, submit a Prior Experience Summary for the Applicant and Developer.  List only the subsidized projects of the same project type proposed in the application, (e.g. Homebuyer projects), that were completed August 15, 2001 through August 14, 2006, inclusive.  The project list must identify the project name, location, total units, subsidized units, funding sources, and construction completion date (month/year).  Please ensure the month and year of completion is shown for all projects.  Mark the appropriate experience box for the applicant and/or developer listed in Section II of the application.  The same project need only be listed once. Identify the public funding sources to document that the project is subsidized, (e.g. HOME, CalHFA, CalHome, Serna FWHG redevelopment agency, etc).  Include State HOME and other HOME projects. Use the project’s Notice of Completion as the project completion date. Out of state project experience can be listed where relevant to the information requested on this chart.

If any of the listed experience is for parties other than the applicant or the developer, the application must describe whose experience is listed as well as their exact legal relationship with the applicant or developer.  For example, one might state that the experience listed in the “Developer” section is that of the stockholders of Company “A,” and that these same stockholders also own Company “B,” which is listed as the project developer.  

Chart 2:  Housing and Community Development Experience (Exhibit B2 HOME Homebuyer Project Application Worksheets)

This chart is for funding awards provided only to the applicant.  List the project awards received by the applicant for projects from 1999 through 2005.  The awards must be from local, state, or federal housing and community development sources for projects involving construction or rehabilitation.  Do not list 2006 awards. Do list local and state HOME awards.  Identify the public funding sources to document that the project is subsidized (e.g. HOME, CalHFA, CalHome, Serna FWHG; HUD 811/202, USDA, LIHTC, redevelopment agency, etc.).  Unlike the projects listed in Chart 1, the listed projects in Chart 2 may be under construction and may be different than the project type proposed in this application. Community Development projects involving construction or rehabilitation may be listed; if so, include the type of activity in the “Funding Source” column if not evident from the “Project Name”. The intent of Chart 2 is to evaluate the capability to follow the requirements of other funding agencies.  

CDBG Planning and Technical Assistance Grants do not count as housing and community development experience to be listed on Chart 2 because no actual project development occurs under these contracts. Projects which the applicant developed which are listed on Chart 1 should also be listed on Chart 2 in order to receive points for this award on Chart 2. Charts 1 and 2 are rated separately from one another. Out of state project experience can be listed where relevant to the information requested on this chart.
Section IV.
Community Need 
The HOME Program will compile the Community Need data for this section. You do not need to submit any information for this section. See Appendix K of the Application Training Manual for more information.
Section V.
Project Information

A. Provide the dates for the tasks listed in the development timetable.

B. Provide a project narrative, Exhibit B3, addressing the information listed in the application.  Provide any additional information you believe is necessary to assist us in understanding the particulars of your project. On items where you have already provided the requested information in a Project Development Plan (PDP) document submitted with the application, you may instead include a document and page reference to this information in your Exhibit B3 narrative.

Section VI.
Project Requirements

A.     Site control must be held by the Sponsor/Developer, (defined in Section II above), and must meet the requirements set forth in Section VI of the application. Provide documentation of site control as directed in the application. Attach as Exhibit B4. If the Sponsor does not have site control, explain and attach as Exhibit B4.  Applicants who fail to demonstrate site control will be ineligible to receive HOME funds 


In addition to the site control documentation requested in the application, provide a preliminary title report for the project site dated February 15, 2006 or later.  Attach as Exhibit B5. 

B.
If there is no pending litigation relating to the proposed project’s land or property that would affect the applicant’s ability to implement this project, submit a certification to this effect, and attach as Exhibit B6.
C. The HOME Homebuyer project application includes four (4) financial feasibility worksheets (Exhibits B7 through B10). Applicants must use the prescribed HOME worksheets. The information provided on these worksheets should be consistent with the other components of your application and accurately represent the nature of the project.  Verify subtotals and totals.  Check to ensure that that amounts shown on financing commitment letters equal amounts shown on the sources and uses forms.

HOME maximum per-unit construction subsidy limits (221(d) (3) limits), and purchase price limits (203(b) limits) apply. Subsidy layering requirements also apply. Refer to HOME Final Rule Sections 92.250 and 92.254 for more information.  See Appendices C and D of the HOME NOFA for updated 221(d) (3) and 203(b) limits. Note that HOME Program Income (PI) funds spent on a project also count toward that project’s 221(d) (3) limits

Complete Exhibit B7 as instructed. This information will be used in determining the financial feasibility of your Homebuyer project.  Two lines are provided for each bedroom size if your project has varying bedroom/bathroom sizes, or mortgage levels. Add rows where appropriate if there are more than two types of variations by bedroom size. ”PITI” is the abbreviation for Principal, Interest, Taxes, and Insurance.  Note:  The proposed sales price must be the sum of the homebuyer downpayment, first mortgage, the HOME loan amount, and all other soft financing sources loaned or granted to the homebuyer. The proposed sales price cannot exceed the HOME 203 (b) limits.

   
On the “Project Financing Summary” (Exhibit B8), list all construction and permanent financing sources by order of their lien position.  

   
On the “Construction Sources and Uses” table (Exhibit B9), itemize all anticipated construction project costs by the construction financing sources displayed in Exhibit B8  The various construction financing sources should  automatically align (from left to right) by the lien position previously entered in Exhibit B8. 
   
On the “Permanent Sources and Uses” table (Exhibit B10), indicate clearly and accurately the disposition of any existing liens on the subject property, and the total cost of payoff and rollover of construction financing.  

 D.
The State HOME regulations require the CHDO to be the sole project developer.  Submit procedures demonstrating the CHDO’s effective project control of activities pursuant to 24 C.F.R. Part 92.300(a) (1), and documentation substantiating its role as sole project developer. Attach as Exhibit B11. Refer to 24 C.F.R. Part 92.300(a) (1) and HUD CPD Notice 97-11 for more information.
Section VII.
Project Readiness
A. The project development plan (PDP) represents one measure of project readiness.  Complete this section for the activity which represents your project, (i.e. New Construction, or Acquisition/Rehabilitation/Conversion). Several possible development tasks are listed requiring the applicant to identify the responsible development team member, indicate the tasks that have been completed along with their completion dates, and indicate if the task is not applicable to your project.  Submit your evidence of completed tasks 
The requirements for each of these PDP items are outlined below. Items that are not applicable to a proposed project will receive full points, unless otherwise indicated. Any applicable tasks that are not yet completed will receive zero points.  

Project Development Plan 

New Construction Projects - Maximum Possible Points:  180

Market Survey (40 points) 


Must be prepared by a licensed real estate broker having no identity of interest with the Sponsor, the partners of the Sponsor, the intended partners of the Sponsor, or the general contractor. Must be prepared no earlier than February 15, 2006. Must contain comparable actual sales data from at least 10 other single-family homes in the market area of the proposed project. The comparables must be similar in size and type to the homes in the proposed project, and must not be affected by some unique situation that is artificially impacting their sales prices. If there are no homes in the market area of a similar size and type to those in the proposed project, the comparable sales shall be the next closest in size and type. The market study must include the sales prices for all homes in the project, including all unassisted homes, and must demonstrate that the sales prices projected for all homes in the project, both assisted and unassisted, are achievable. 
Property Appraisal   (10 points)
The appraisal must be prepared no earlier than February 15, 2006. The appraisal should be an "as is" appraisal of the entire unrestricted value of the property, with and without any structures on the property.  Show land cost as what is being charged to the project.  For leaseholds priced at other than a nominal amount, the appraisal must include the fair market lease payment amount. The appraisal must take into consideration all unique aspects of the property and of the proposed project that will affect its value.

The appraisal must be prepared by a State-licensed real estate appraiser meeting the following standards. The appraiser must: (1) have the appropriate license, knowledge, and expertise necessary to competently appraise the property; (2) be aware of, understand, and correctly employ the recognized methods and techniques necessary to produce a credible appraisal; (3) in reporting the results of the appraisal, communicate each analysis, opinion, and conclusion, in a manner that is not misleading as to the true value and condition of the property; and (4) be an independent third party having no identity of interest with the Sponsor, the partners of the Sponsor, the intended partners of the Sponsor, or the general contractor. 

Phase I and Phase II Site Assessment, if required in Phase I (60 points)

Phase I site assessment meeting ASTM Standard  E1527-05, along with a Phase II site assessment, if required by the Phase I, meeting ASTM Standard E1903-97 (2002). Both reports must be prepared by a certified environmental assessor. The Phase I or Phase II can be dated no earlier than February 15, 2006; however, an update to the Phase I or Phase II is required if dated earlier than February 15, 2006, but it must be prepared by the same firm. If applicant is aware of more than one Phase I or Phase II done on the property, all such reports must be submitted with the HOME application. 

In evaluating the contents of the report(s) and assigning points for this item, the Department will consider both positive and negative factors including but not limited to the following: (1) the report contains no exceptions, deletions, or deviations pursuant to Section 11.7 of ASTM Standard  E1527-05;  (2) the report concludes that there are no recognized environmental conditions in connection with the property, and this conclusion is supported by soil samples and testing which demonstrate conclusively that there are no recognizable environmental conditions, and no elevated levels of any chemicals, or any contaminants; (3) there is no further action or investigation recommended, and (4) there are no environmental regulatory concerns; (5) the Phase I recommends a Phase II and the Phase II is not submitted with the application; (6) the site visit performed as part of the most current Phase I or Phase II was performed earlier than 60 days prior to the Phase I signature date; (7) the Summary section of the Phase I or Phase II reports does not disclose all potentially hazardous conditions or instances of contamination (past or present) on the property; (8) the Phase I or Phase II is missing information otherwise required in these reports; (9) the Phase I or Phase II is not signed by the certified environmental assessor.

Floodplain Analysis (60 points) 
Projects located in a 100-year floodplain - provide a narrative and supporting documentation with the HOME application which discusses with specificity the following: (1) the sites outside of the floodplain that were considered for the project and the reasons for rejection of these sites; (2) the negative and positive impacts of building in a floodplain; (3) the steps that have been or will be taken to minimize the negative impacts to lives and property of building in a floodplain.  

Projects not located in a 100-year floodplain - submit a current FEMA map clearly demonstrating that the project is not located in a 100-year floodplain.

Note:  all projects located in a 100-year flood plain must carry flood insurance, unless otherwise exempt. The flood insurance policy should be for 80% of the replacement cost of the structures. A project can receive an exemption from the flood insurance requirement if the following is done: 1) the pad and foundation of the buildings must be elevated above the base flood elevation, and 2) FEMA must approve the exemption.   If you are planning on raising your project above the flood plain, these costs must be specifically identified in your development budget. Flood insurance cost should also be adequately reflected in your operating budget.
Preliminary Construction Cost Estimate   (10 points) 

Provide an itemized cost estimate from the architect specified in Section II of the Application.  A cost estimate or certification must be prepared no earlier than February 15, 2006.  

Acquisition/Rehabilitation/Conversion Projects – Maximum Points = 270

Market Survey (40 points) 

Must be prepared by a licensed real estate broker having no identity of interest with the Sponsor, the partners of the Sponsor, the intended partners of the Sponsor, or the general contractor. Must be prepared no earlier than February 15, 2006. Must contain comparable actual sales data from at least 10 other single-family homes in the market area of the proposed project. The comparables must be similar in size and type to the homes in the proposed project, and must not be affected by some unique situation that is artificially impacting their sales prices. If there are no homes in the market area of a similar size and type to those in the proposed project, the comparable sales shall be the next closest in size and type. The market study must include the sales prices for all homes in the project, including all unassisted homes, and must demonstrate that the sales prices projected for all homes in the project, both assisted and unassisted, are achievable. 
Property Appraisal (50 points)


The appraisal must be prepared no earlier than February 15, 2006. The appraisal should be an "as is" appraisal of the entire unrestricted value of the property, with and without any structures on the property.  Show land cost as what is being charged to the project. For leaseholds priced at other than a nominal amount, the appraisal must include the fair market lease payment amount. The appraisal must take into consideration all unique aspects of the property and of the proposed project that will affect its value. 

The appraisal must be prepared by a State-licensed real estate appraiser meeting the following standards. The appraiser must: (1) have the appropriate license, knowledge, and expertise necessary to competently appraise the property; (2) be aware of, understand, and correctly employ the recognized methods and techniques necessary to produce a credible appraisal; (3) in reporting the results of the appraisal, communicate each analysis, opinion, and conclusion, in a manner that is not misleading as to the true value and condition of the property; and (4) be an independent third party having no identity of interest with the Sponsor, the partners of the Sponsor, the intended partners of the Sponsor, or the general contractor. 

Assess Lead-Based Paint, Asbestos, and Mold (90 points)
All reports submitted pursuant to this task must be prepared no earlier than February 15, 2006. In evaluating the contents of the report(s) and assigning points for this item, the Department will consider both positive and negative factors contained in the reports.

Lead-Based Paint Assessment - provide a letter or report from a State certified LBP inspector/assessor.

Asbestos Report - provide an "Asbestos Containing Material Report" based on an analysis from an environmental laboratory accredited by the National Institute of Standards and Technology Asbestos Program. A mitigation plan must be included with each report, if necessary. 

Mold Report – Provide a letter or report from a qualified mold inspector/assessor discussing any mold or moisture problems that will affect the proposed project, including recommended mitigation measures, if any.

Preliminary Rehabilitation Cost Estimate   (40 points) 

 Provide an itemized cost estimate from the architect or construction specialist named in Section II of the Application. (A certification is all that is required if the project has no rehabilitation costs.) If the cost estimate or certification is from a construction specialist, the application must contain the information required at Part B, Section VII-C. A cost estimate or certification must be prepared no earlier than February 15, 2006.  

Relocation General Information Notice and Relocation Plan (50 points)

Provide the following: (1) copy of the notice, self-certification or other proof of delivery, the list of notified tenants, and (2) project-specific relocation study/plan summarizing the estimated cost and methodology for calculating the relocation expenses.  If the relocation requirements will not be triggered, the application must explain and document to the Department's satisfaction the reasons why these requirements are not triggered in order to receive points for this item, (e.g. vacant project site with appraisal confirming that property has no structures).  The relocation plan must be prepared no earlier than February 15, 2006.

B. Status of Local Government Approvals – List the current zoning designation of your project site, and complete the applicable chart as instructed.

C. Design Progress - Submit the documents requested for your particular activity, (New Construction, or Acquisition/Rehab/Conversion). Attach as Exhibits B12 and B13.

D/E.
Financing Commitments - For the construction financing listed in HOME Project Worksheet Exhibit B8, submit construction financing commitments as evidenced by letters or resolutions from the funding sources. Label and attach as Exhibit B14. The documentation must contain the following information:
 the borrower's name;

 the project name (if any);

 the project site address, assessor's parcel number, or legal description; and

 the amount, interest rate, and terms of the financing being committed.

For the permanent financing listed in HOME Project Worksheet Exhibit B8, submit permanent financing commitments as evidenced by letters or resolutions from the funding sources. (HOME does not need permanent financing commitment letters from individual homebuyers.)  Label and attach as Exhibit B15. The documentation must contain the following information:

 the borrower's name;

 the project name (if any);

 the project site address, assessor's parcel number, or legal description; and

 the amount, interest rate, and terms of the financing being committed

If any elements are missing from the construction commitment letters, full points cannot be awarded in rating the application on these items. A letter may be conditioned on certain standard underwriting criteria, such as appraisals, but may not be generally conditional. Examples of unacceptable general conditions include such phrases as: “subject to senior management approval,” or a statement that omits the word “commitment”; but instead indicates the lender’s “willingness to process an application,” or indicates that financing is “subject to Loan Committee approval”.

Other financing commitments conditioned on the award of bond authority from a public agency will not be accepted without the public agency approval letter, a letter estimating public agency syndication proceeds, and a commitment letter meeting the requirements identified in this section.

Assumable Loans If loan assumption cannot be verified by the preliminary title report submitted with the application, provide a letter from the lender meeting the above requirements.

Federal Loans – For HUD, Rural Development, or other sources of federal funds that do not issue commitment letters meeting the requirements above, provide other third-party documentation that connects the applicant to the project loan.  
Make sure that you have enough construction and permanent financing sources identified in Exhibits B8 through B10 to cover all of your costs, and that the dollar amounts in any construction and permanent financing commitment letters you submit correspond with the total amounts listed for that funding source in Exhibits B8 through B10.
Section VIII.
Match

2006 NOFA applicants are not required to provide evidence of match.  However, complete Chart 5 if project financing includes an eligible HOME match source. (This information is helpful to the Department in determining whether to waive match next year.) Refer to the HUD CPD Notice 97-03 for information on sources of HOME-eligible match, as well as the State HOME website at www.hcd.ca.gov/fa/home/ for spreadsheet tools to assist you in calculating match.  If the funding sources include below-market-rate financing where the repayment does not go to the HOME Program Income re-use account, you may calculate the match value as 75% of the loan amount. (This is a simplified version of the prescribed match value calculation.) 

Section IX.  Additional Documentation (Applicants requesting HOME funds for permanent financing only who have begun construction)
Applicants requesting HOME funds for permanent financing only who have begun construction on their project must submit their “Authority to Use Grant Funds” letter if a New Construction Project. (Attach as Exhibit B16.) Acquisition/Rehab Projects must contact HCD to determine what to submit to demonstrate completion of NEPA. (Attach as Exhibit B16.) All applicants who have begun site development must also submit a Davis Bacon Wage Determination if applicable to the project. (Attach as Exhibit B17.)  Failure to submit these documents with your application may result in rejection of your application.  See Section XVII of the NOFA for more information.
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