[image: image1.png]TEXAS
HOME

PROGRAM

%




[image: image1.png]

First Steps
Prior to signing the sales contract with the homebuyer and closing the Lot Acquisition/Interim Construction (LAIC) Loan, eligible applicants must be income qualified. 
Qualifying Applicants - To qualify for the Single Family Development Program, each applicant household must provide evidence that:
1. The household’s gross family income   must not exceed 80%  of the Area Median Family Income (AMFI), as defined by HUD.
2. The household’s total mortgage payment, inclusive of Principal, Interest, Taxes, and Insurance (PITI) shall be no less than 20% and no greater than 30 %   of the household’s gross monthly income at the time of assistance.  Should the estimated housing payment be less than 20% of the household’s gross income, the Department shall reduce the amount of downpayment assistance and/or change the interest rate extended to the borrower such that the total estimated housing payment is no less than 20% of the homebuyer’s gross income. The interest rate charged to the homebuyer cannot exceed 5%.
3. The household’s total, back-end debt ratio, which includes expected monthly mortgage payments and existing recurring monthly debt payments, is less than or equal to 45% of the household’s total monthly gross household income. 

4. The head and co-head of the household must successfully complete a homeownership education class prior to closing the homebuyer loan with the Department.

Intake Application

· The Administrator must record on the Intake Application (Form 14.22) the date and time on which the completed application forms were received. 

· The Administrator must ensure that the Intake Application is thoroughly explained to the applicant, and that the applicant completes it. 

· If the applicant is unable to complete the application, it is permissible for a relative, friend, or other representative to complete the Intake Application on his/her behalf. In such cases, the Administrator must document on the Intake Application that the information was provided by the applicant but was recorded by his/her representative. 

· If the applicant does not have a suitable representative to assist in completing the form, the Administrator may complete the application on his/her behalf. The information must be recorded on the Intake Application exactly as it was provided by the applicant, and the Administrator must document on the form that the Administrator provided assistance in completing the form.

· ALL blanks on the Intake Application must be filled in. If a portion or section does not apply, insert “N/A” (Not Applicable) evidencing the applicant has read the question.

· The date on which the Intake Application is received may be used for the purposes of establishing a waiting list. 

Notifying Applicants 
· The Administrator must notify each applicant household of its eligibility status in writing within sixty (60) days of receipt. Notifications may communicate the following: 

· The household has been determined eligible to receive assistance; 

· The household has been determined ineligible to receive assistance (provide written explanation for the denial of assistance); 

· The household has been added to a Waiting List; or 

· The household is instructed to re-apply at a later date. 

Verifying Anticipated Income 

· Refer to the Technical Guide for Determining Income and Allowances for the HOME Program, Third Edition located at http://www.hud.gov/offices/cpd/affordablehousing/library/modelguides/2005/1780.pdf for further information pertaining to verifying household income.  The HOME Program has selected the Part 5 definition of annual income for eligibility purposes for all HOME Program Activities.  It is highly recommended that CAs attend First Thursday Eligibility Training, which is offered free of charge by the TDHCA Compliance Division.  
· Begin steps to verify all income and asset information provided by the applicant. If an applicant does not submit sufficient support documentation, he/she may be dropped from consideration after a reasonable period of time [at least thirty (30) days]. 

· Support documentation cannot be older than 120 days from the Household Income Certification (HIC) effective date. 
· For the purposes of determining income from a business, copies of current and prior tax returns received directly from Internal Revenue Service (IRS) are acceptable forms of support documentation. 

· In cases where a paid third-party tax-preparation agency or individual prepared the applicant’s tax return, a copy of the tax return bearing the signatures of both the applicant and the paid tax preparer, along with the support documentation provided by the applicant to the tax preparer, are acceptable support documents. 

· Calculate the household’s anticipated annual gross income for the future twelve (12) month period based on the current circumstances as disclosed by the applicant. This amount is referred to as “gross annual income.” 

· Compare the household’s verified gross annual income to HUD’s current Maximum Income Limits (available on the HUD and TDHCA websites) to ensure the household's income eligibility. Households with income exceeding 80% AMFI are ineligible for the Single Family Development Program. 

· Maximum Income Limits are updated annually and posted on the HUD website. Always ensure that you are using the most current version. 

http://www.hud.gov/offices/cpd/affordablehousing/programs/home/limits/income/
· Refer to the Performance Statement (Exhibit A) of the HOME Contract to determine the range of income limits that must be assisted (if applicable).
Complete the Household Income Certification and Affordability Workbook

· Complete the Household Income Certification (HIC) and Loan Analysis Workbook. The workbook will determine the value of the first and second loans, as well as whether the household meets the 45% back-end debt ratio and 20%  front-end ratio requirements.  The total estimated housing payment (including principal, interest, property taxes, and insurance), the front-end ratio, shall be no less than 20% and no greater than 30 %.
· The applicant household’s head, co-head, spouse and members age 18 or over and the Administrator’s authorized representative must sign and date the HIC, thereby certifying that the information provided is true and correct. The applicant(s) and the Administrator must sign the HIC on the same date (referred to as the HIC effective date). 

HIC Effective Date 
The applicant household members must sign the HIC 
on the same date 

· If more than six (6) months have elapsed from the HIC effective date to the date of assistance (when the homebuyers signs the sales contract), the household’s income eligibility must be re-verified. 

Date of Assistance 

is when the homebuyer signs the sales contract
Determining Recurring Monthly Debt Payments 

· The  Administrator must obtain a credit report not more than (60) days older than the date on which the homebuyer signs the HIC. Using the sources of recurring monthly debt listed on the credit report, the  Administrator must verify that the household does not exceed the 45% back-end ratio requirement, which includes recurring monthly debts and expected principal mortgage payment, including estimates for taxes and insurance. The Loan Analysis worksheet will calculate the back-end ratio. 

· One free credit report is available per year and can be accessed via www.annualcreditreport.com/cra/index.jsp. 

· The  Administrator must add each source of recurring debt payments to create a total monthly recurring debt payment for each household. Pursuant to Section 2-11(A) of HUD’s Handbook 4155.1 Rev-5, Mortgage Credit Analysis for Mortgage Insurance, in computing the debt-to-income ratios, debt payments must including recurring charges extending ten months or more, including payments on installment accounts, child support or separate maintenance payments, revolving accounts, and alimony, etc. Debts lasting less than ten months must be counted if the amount of the debt affects the borrower's ability to make the mortgage payment during the months immediately after loan closing. This figure will be entered into the affordability analysis spreadsheet to calculate the back-end ratio. 

· The  Administrator must include a copy of the credit report in the appropriate activity file for the household. 

Home Ownership Training 
· Prior to closing the individual homebuyer loans, the  Administrator must ensure that each applicant complete a Homebuyer Training Program that is a minimum of eight (8) classroom hours and taught by an instructor certified by a HUD-recognized program. 
· Subject matter for homebuyer counseling may include, but is not limited to: 
· Instruction in financial management; 
· Homebuyer education; 
· Credit management; and
· Job training and/or placement. 
· Contract Administrators should retain a copy of the homebuyer(s)’s Certificate of Counseling in the Activity File. 
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