Indiana Housing and Community Development Authority

Request for Proposals For 

Homeownership Education and Counseling & Down Payment Assistance (HEC/DPA) Activities

July 16, 2007

Overview

The Indiana Housing and Community Development Authority (IHCDA) seeks to contract not-for-profit 501(c)3 or 501(c)4 corporations, registered and in good standing with the Indiana Secretary of State  and certified to conduct Home Education Counseling , to provide homeownership education, pre-purchase counseling, and post-purchase counseling to Hoosier homebuyers between .  

Additionally, IHCDA will provide down payment assistance to households who purchase a home within 18 months of completing the homeownership education and pre-purchase counseling program.  

IHCDA anticipates entering into a one-time contract for such activities, with the potential for renewal based on performance.  

Program Objectives

1. Select certified agencies with the proven ability to effectively implement homeownership education and counseling & down payment assistance activities in a multi-county region.

2. Ensure HEC/DPA is targeted to populations that would most benefit. 

3. Ensure HEC/DPA is available to rural communities across the state.

4. Ensure DPA funds are leveraged with homebuyer’s cash. 

5. Ensure that households are provided with the best opportunity to acquire and preserve the largest asset they will ever own.

Scope of Activities

The selected entities are expected to complete the following activities:

1. Implement a homeownership education and counseling program.

2. Market education and counseling & down payment assistance program to potential homebuyers, particularly residents and tenants of public housing. 

3. Establish partnership with lending institution that will underwrite a mortgage product that is in the best interest of the borrower. 

4. Regularly monitor the program to ensure objectives are being met.

5. Evaluate program processes and products, and make adjustments as required.

6. Provide down payment assistance to eligible households.

Program Management

To facilitate with program administration and evaluation, award recipients will be required to use one of the following HUD approved software programs for case management and homebuyer education class management:

· Home Counselor Online – Fannie Mae

· CounselorMax – EMT Applications – Freddie Mac

· Budget Your Dreams – Budget Your Dreams, Inc. 

Mortgage lenders will be required to provide loan level performance data.
Research

As part of a larger research initiative of IHCDA’s MRB single-family program, Stephanie Moulton, PhD candidate at Indiana University, will analyze the effectiveness of the HEC/DPA program at targeting priority populations and ensuring asset preservation. 

RFP Submission Items

Proposals must be received in the IHCDA office by no later than 5:00 PM Indianapolis time on or before Friday, August 31, 2007.  Any proposals received after this time will be rejected.  Faxed proposals will not be accepted.   

Applicants should submit one completed copy of the RFP Forms and tabbed attachments via CD-ROM, diskette or e-mail, and one completed original hard copy of the RFP Forms and tabbed attachments to:

Indiana Housing and Community Development Authority

ATTN:  HEC/DPA 30 South Meridian St., Suite 1000

Indianapolis, IN  46204
All proposals received will become the property of IHCDA and will not be returned.  IHCDA reserves the right to reject any or all proposals at its sole discretion. 

Any questions relating to this Request for Proposals should be addressed to your Community Development Representative.  To find your representative go to: http://ihcda.in.gov/forms/communitydevelopmentreps.xls.

Proposal Evaluation Criteria

The following will be IHCDA’s primary considerations in the selection of an entity(s) to conduct homeownership education and counseling & down payment assistance:

1. Quality and management of the agency. 

2. Quality and experience of agency and staff.

3. Homeownership Education and Counseling curriculum.

4. Partnerships with lending institutions.

5. Past performance on IHCDA homeownership counseling awards.

6. Past performance on IHCDA homeownership counseling and down payment assistance awards (HOC/DPA).

If IHCDA receives a large number of competitive proposals we reserve the right to use additional criteria to determine funding decisions.

Client Eligibility 

· HomeEC-certified not-for-profit organizations will provide homeownership education and counseling & down payment assistance to eligible households.  Eligible households must meet the following criteria:

· First time homebuyer – For the purposes of this program, a first time homebuyer is defined as someone who will purchase and own his or her primary place of residence for the very first time;

· Located in a non-participating jurisdiction (PJ) community - A PJ is defined as any metropolitan city or urban county, which is eligible to receive formula allocations of HOME Investment Partnerships Program funds directly from the U.S. Department of Housing and Urban Development.  Contact your representative for specific cities and/or counties that fall under this definition; 

· Household income at or below 80% of AMI;

· Household must not exceed 29% front end ratio;

· Household must not exceed 41% back end ratio.

· Additionally, eligible households must meet one or more of the following targeting criteria:

· Credit score below 620;



· Income at or below 50% of AMI;

· Previous financing denied;

· Public housing resident.

Curriculum Requirements

· All participants must receive 8 hours of homeownership education, from a HomeEC-certified counselor.

· Homeownership education may be delivered in a classroom setting, homebuyer club workshop session, or face-to-face tutorial.  

· All participants must receive 8 hours of one-on-one pre-purchase counseling, from a HomeEC- certified counselor.

· All participants must receive 4 hours of one-on one post-purchase counseling, from a HomeEC-certified counselor. 

· Homeownership education and pre-purchase counseling must take place prior to closing.  

· Post-purchase counseling must be completed no earlier than 90 days (3 months) and no later than 180 days (6 months) after closing.

Program Design

· Down payment assistance will be structured as a matched savings product.  IHCDA will match 3:1 every dollar the household contributes with a minimum of $500.00 and a maximum of $1,500.00. (rounded down to the nearest dollar – no pennies)
· At least $500.00 must come from the homebuyer’s own cash funds or expenses paid outside closing by the homebuyer (insurance, appraisals, inspection, etc.).  Expenses paid outside of closing must be listed on Page 2 of the HUD-1 as (POC).
· The remaining matched funds can come from grants, gifts, and forgivable loans.
· Seller contributions, seller paid closing costs, and credit for taxes; do not count as matched funds or household contribution.
· IHCDA’s contribution will be used as down payment assistance to offset closing costs and must be listed on Page 1 of the HUD-1.  This will be listed under amounts paid by or in behalf of the borrower.  It must be listed in the not-for-profits name along with the words DPA/Closing Costs. 
· The homebuyer cannot receive cash back at closing.  Therefore, the homebuyers cash contribution that is not used for POC items, earnest money, or cash brought to closing must be applied to principal of the loan or will be retained by nonprofit for up to 180 days (6 months) and may be withdrawn by homebuyer for repairs, rehabilitation, or increases in escrow payments.  After 180 days (6 months) the balance of homebuyer’s cash will be put toward principal.
Payment Schedule

· Maximum award amount is $400,000.00.
· Award recipients will be reimbursed for down payment assistance and/or closing costs up to 80% of  the total award. 
· Award recipients will be reimbursed for homeownership education and counseling costs up to 10% of  the total award. 
· 3% of the homeownership education and counseling is retained until award is closed out. 
· Award recipients will be reimbursed for performance outcomes in amounts up to 10% of the  total award.  Reimbursements for performance outcomes are  listed below.   
· $100.00 for each household home closing;
· $150.00 for each household with improved  credit scores  from pre-purchase counseling and before closing;
· $100.00 for each household completing post-purchase counseling.
· Written requests to move funds from homeownership education and counseling and/or performance outcomes to down payment assistance will be reviewed by IHCDA.
· The maximum budget is 10% of the award for education and counseling and 10% of the award for performance outcomes.  IHCDA will not allow funds to be moved to homeownership education and counseling and/or performance outcomes if the budget will exceed the 10% maximum.  
· Award recipients will not be reimbursed for Administration of the award.
· Award recipients will not be reimbursed for Program Delivery under this award
Award Terms

This is a Pilot Program; therefore, in order for IHCDA to evaluate the effectiveness of the program, IHCDA will not approve requests for award extensions beyond the original expiration date.

· The HEC/DPA award must be fully expended within 30 months as outlined below.

· Homeownership education and pre-purchase counseling must be spent in the first 24 months of the award. 

· Down payment assistance must be spent in the first 24 months of the award.

· Post purchase counseling must be spent by the award expiration date.

· Performance outcomes must be spent by the award expiration date.

· Homebuyer’s cash or matched funds must be applied to principal by the award expiration date.

Affordability Requirements

· The HOME subsidy for down payment assistance is a loan and must be paid back upon:

· Sale of the property.

· Refinance of the first mortgage on the property.

· Payoff of the first mortgage on the property.

· The unit is no longer the  principal residence.

· A Note and Mortgage must secure the HOME subsidy for down payment assistance.

· IHCDA will provide a copy of the Note & Mortgage that must be used.

· The 2nd Mortgage must be in the s name of award recipient.

· The 2nd Mortgage must be recorded.

· IHCDA will not provide funds to pay for recording the 2nd Mortgage.  These fees should be listed on the HUD-1 as part of the buyer’s closing costs.
Matching Funds Requirement

The HOME Program federal regulations require a twenty-five percent (25%) match.  However, for this program IHCDA is able to meet the required matching funds; therefore, no match is required under this program.

HEC/DPA Activity Provisions

· As part of the Request for Proposals process, any person associated with the award should have been named as part of the counseling team to implement the award.  Therefore, no procurement should be necessary under this award.  If your agency determines it is necessary to procure additional professional services, etc., please contact your IHCDA Community Development Representative.

· Ownership of HOME-assisted properties must be a fee simple title or a 99-year leasehold recorded with the local recorder’s office. 

· The purchase price of the property cannot exceed the fair market value.

· Although CHDOs may undertake this type of activity, it is not considered a CHDO-eligible activity for purposes of the CHDO set-aside.

· The single-family residence cannot lie in a 100-year floodplain.

· All loans must meet and be underwritten by FHA, VA, USDA Rural Development, Fannie Mae, or Freddie Mac guidelines.

· If the not-for-profit applicant anticipates providing HOME-funded down payment assistance to a buyer that will utilize an FHA or VA insured mortgage, they may be required to first be approved by HUD to be a secondary lender.  Information on how to become a HUD-approved lender can be found on HUD’s website at http://www.hud.gov/offices/hsg/sfh/np/np_prog.cfm, or by calling HUD’s Atlanta Homeownership Center toll free at (888) 696-4687 ext. 2055.  

· This award cannot be combined with IHCDA’s First Home Program or First Home/PLUS program.

Regulatory Requirements

· All regulatory HOME requirements listed in 24 CFR Part 92 must be met.  IHCDA is bound to these regulations and may require additional requirements.

· Recipients of a HOME award are required to follow the Federal Fair Housing Act Amendments of 1988 (42 U.S.C. 3601-3619).     

· Recipients of a HOME award are typically required to perform an environmental and historic review on all assisted property.  However, this program is considered acquisition only, and therefore, an exempt activity under both processes.  Absolutely no rehabilitation can take place unless it’s paid for by the seller, and occurs prior to closing.  To view the regulatory requirements of environmental and historic review found in 24 CFR Part 58 or contact your IHCDA Community Development Representative.

· The HOME subsidy for down payment assistance is subject to the HUD requirements of dealing with lead-based paint hazards.  For the regulatory requirements of lead-based paint hazards, see 24 CFR Part 35.   

· The appraiser or approved inspector (see below) must have completed the HUD Lead-Based Paint Visual Assessment Training via HUD’s website at www.hud.gov/offices/lead/training/visualassessment/h00100.htm and must have received a Certificate. 

· If lead fails the visual assessment and rehabilitation has to be completed to pass lead clearance, the seller must pay for the rehabilitation.

· The lead testing can be paid by the seller or the buyer.  If the buyer pays for the lead testing it must be listed as POC or listed on page 2 of the HUD-1 as part of the buyers closing cost. 

· Third party inspections are required and must be performed by an IHCDA approved inspector on all loans that receive down payment assistance and/or closing costs.   For a complete list of approved inspectors please refer to our website at http://lenderonline.in.gov.

· The purchase price of HOME-assisted units must not exceed FHA 203(b) mortgage limits for the area.

· Appraisals must be completed by a licensed appraiser.  Existing homes will need an “as is” appraisal.  New construction will need an “after construction” appraisal.

· Any HEC/DPA project involving the voluntary acquisition of real property will be subject to the Uniform Relocation Act.  This requires, at a minimum, that before an offer to purchase is made, the seller must be notified: 

· of the property’s estimated fair market value;

· the purchase price of the property; and

· that the purchaser does not have the power of eminent domain.

· Applicants must restrict down payment assistance only to those individuals purchasing:

· owner-occupied units, 

· rental units that have been vacant for 3 or more months, or

· occupied rental units only if the current tenant will become the eventual homebuyer. 
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