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HARP-5 is the fifth round of funding offered under BNI’s “Homebuyer
Acquisition and Renovation (HARP) programs. HARP-5 financing is:

Available to income eligible homebuyers;
To finance repairs at the time of purchase; on
One and two family homes in selected neighborhoods.

No-interest deferred payment loans of up to $25,000 for single family homes and
$40,000 for two unit homes are available. HARP financing requires no monthly
payment and is forgiven over time, though some restrictions do apply.

1'#4# $

1. HARP-5 funds will be used primarily for physical repairs and
improvements to the property you are buying. At a minimum, homes must
meet Housing Quality Standards (HQS) and local building codes.
Improvements consistent with other nearby homes are also considered,;

2. % & T (¢ ) (C HARP-5 will finance costs associated
with purchasing the home only if necessary to reduce your first mortgage
principal, interest, taxes and insurance to no more than 30% of your income.

* 1

In addition to providing repair financing, BNI provides purchasers with advice and
guidance throughout the process of purchasing and renovating the home.

A ) ( helps you prepare for the purchase, obtain financing
and be a successful homeowner;
A% ( helps you evaluate the scope of construction and

insures that the work is completed satisfactorily.

x> + .

Call BNI to schedule an appointment with a Housing Counselor who will enroll
you in BNI’s Homebuyer Education Workshops and help you complete a
preliminary application. BNI’s Counselor explains the details of the program
including program eligibility and restrictions and estimates funds available. If
approved, HARP-5 funds will be tentatively reserved on a “first-come” basis.
Then you can begin looking at potential homes to purchase.
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To be eligible for the HARP-5 program, you must:

Be a first-time homebuyer as defined by HUD?;
Agree to live in the home you purchase as you primary residence;
Have no open collection accounts or judgments;
Meet minimum investment requirement in any combination of cash or first
mortgage financing towards the purchase;
Meet income guidelines. (See below); and

Purchase an eligible home:

1-2 unit residence;
In Schenectady census tracts 203, 210.01, 210.02, 211.03, 208, 209, 214, or 217;

or designated CDBG neighborhoods.

Valued less than the FHA 203(b) limit upon completion; and

Able to meet HQS standards upon completion based on a pre-construction

assessment by BNI staff.
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Equal Housing
Opportunity

To be eligible for HARP-5 assistance, participants must earn less than 60% of
“Median Area Income” (MAI) as of 10/07 is shown below:

3

1

5

$27,840

$31,800

$35,820

$39,780

$42,960

$46,140

$49,320

$52,500

Schedule an appointment with BNI’s Housing Counselor to confirm your total
household income and determine whether HARP funds are still available in that
income range. Complete an application to get on our waiting list. Based on the
popularity of earlier HARP funding, we expect these funds to be used up quickly.

e.g. Displaced homemaker or have not owned real property in your name during the past three years.
Based on 60% of the Median Area Income (MAI) as determined and adjusted annually by HUD.
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HARP-5 financing is available throughout BNI's NPP service area which includes

allofthe = and -  neighborhoods of Schenectady, New York plus
portions of the 7 1 - # % 8 # and
(¢ , , heighborhoods. (Census Tracts: 203, 210.01, 210.02, 211.03,

208, 209, 214, and 217.)

City of Schenectady
Better Neighborhoods, Inc.

NPC Service Area
by Census Tract
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you have been approved for participation in HARP-5, you will be asked to
select a home that you wish to purchase. In addition to being located in an eligible
census tract, the home must meet the requirements outlined below. You may
purchase the home from anyone, including private homes for sale through real estate
brokers, bank foreclosures, government owned properties, or homes owned by BNI and
reserved for the HARP program.

# C

The home must be able to meet or exceed Housing Quality Standards (HQS) and
local codes once the repair work is completed. Homes which can not be properly
renovated with the funds available will not be considered. Remember that at least
50% of HARP-5 assistance must be spent on physical repairs and improvements,
75% minimum for two-unit purchaser.

& buildings are eligible. Three or four-unit properties
will only be considered if the renovation reduces the number of units to one or
two. Commercial property is not eligible. Mixed-use (residential/commercial) will
be considered on a case by case basis.

8 " =:
Upon completion, the home may not be worth more than the FHA 203(b) limit. At
present, these limits set by HUD are:

Number of Units Maximum Value at Completion
1 $172,632
2 $220,992

BNI: HARP 5 4 Oct-2005




.7 ) (

8 " "8 " "1

Minimum Level of HARP-5 Assistance:

Maximum Level of HARP-5 Assistance:
1"
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BNI expects that renovation costs will typically account for at least 50% of the
HARP-5 loan for one-unit homes and at least 75% of the loan made for two-unit
buildings. (Variances may be considered by BNI’s Board of Directors.) The
following renovation expenses may be financed:

Cost to meet Housing Quality Standards;

Costs to meet local and/or state codes and rehabilitation standards;
Lead-based paint and asbestos testing, interim controls and abatement;
Improvement to accommodate the needs of disabled persons;

Energy related improvements;

Repair or replacement of major building systems;

Anticipated repairs and general maintenance of a non-luxury nature;

Exterior improvements and upgrades which are consistent with other owner-
occupied housing on the street;

Demolition costs done in conjunction with a rehabilitation project;
Site improvements and utility connections; and
Any other essential improvements.

“Soft costs” related to the renovation may also be financed, including:

Architectural, engineering or related professional services;
Building permit fees; and
Temporary relocation costs.

BNI: HARP 5 5 Oct-2005



2 R ¢

Costs associated with obtaining a mortgage will only be financed by HARP-5 if
financing these costs with your first mortgage would cause your total PITI
payment to exceed 30%. These include:

Reimbursed credit, appraisal and/or application fees;
Title work, lender’s title insurance, survey, legal fees, etc.; and

Pre-paid costs required by the first mortgage lender including tax escrow,
hazard insurance, and pre-paid interest.

% " )

The vast majority of HARP-5 assistance will be used to finance actual
rehabilitation. However, HARP-5 funds may be available on an as needed basis
for down-payment assistance to reduce the purchaser’s monthly mortgage
payment (PITI) to 30% of the your monthly income. Down-payment assistance
may not exceed 50% of the HARP-5 assistance on a single-unit home and no more
than 25% of the assistance on a two-unit home.

& & > 7
Though most of your costs to acquire, finance and repair the home may be
financed, you should expect to pay, at a minimum, the following items:

Deposit with your purchase contract (if required by the seller);
Mortgage application fees (~$250-$450);

First year hazard insurance premium (~$300); and

Your own attorney’s fee (~$400).

8 ) [T t) -
You must invest at least $5,000 in the purchase and/or renovation. This minimum
investment may be made in any combination of cash or bank financing of the
buyers choice. Purchasers are responsible for paying (or financing with other than
HOME funds) all settlement costs and up-front transaction costs. For single-unit
homes, up to $25,000 in HOME funds will be available with at least 50% of the
HOME funds used for repairs. For two-unit homes, up to $40,000 in HOME funds
will be available with at least 75% of the HOME funds used for repairs. A portion
of the HOME assistance may be used to finance a down-payment only if necessary
to reduce the purchaser’s first mortgage PITI to no more than 30% of the
household’s monthly income.
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1. Homebuyer Attend BNI Conduct homebuyer
Education homebuyer workshops and one-
education on-one housing
workshops and counseling. Estimates
one-on-one price range, confirms
consultation. eligibility and
readiness. Assists
buyer in preparing for
eventual loan
application to bank.
2. Preliminary Meet with Housing | Meet with BNI staff
Application Counselor. to approve/decline
Provide evidence of | Preliminary
household income | Applications as they
and sign HARP are received.
application.
3. Letter to Proceed | Receive notice of Mail Letter to Receives

HOME funds

reserved and terms

Proceed detailing
participation and

information on
prospective

to be met. Sign and | restrictions. Update home buyer.
return original to fund availability and
BNI. waiting list as needed.

4. House Search Begin looking at Prepares mortgage Preliminary
potential homes to | payment estimates for | inspections as
purchase. potential houses. needed to

evaluate
potential
purchases.

5. Purchase Contract | Enter into purchase | Updates income Checks
agreement with verification and inspection

seller of home.
Contract should

include adequate

financing and

inspection

contingencies.
&

confirms HARP-5
eligibility.
Reserves maximum
HOME funds for
potential use.
Review purchase
contract.

contingency
dates. Schedules
property
inspection and
lead test.
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6. Property
Inspection

Meet with Project

Specialist to

become familiar

with scope of work.
&

Bring proposed
HARP project to BNI
Board of Directors for
approval.

Conducts full
inspection.
Prepares HQS
deficiency list,
work proposal
and cost
estimates. Meets
w/homebuyer to
agree on final
scope of work.

7. Loan Application

Apply for mortgage
with participating
lender.

&

Calculates level of HARP
financing. Forwards to
BNI attorney to prepare
HARP closing documents.

Solicits bids for
repair work.

Sends written
confirmation of
repair cost to lender.

8. Commitment

Sign 1% mortgage
commitments. Approve
HARP scope of work.

Forward documents as
needed to lender/closing
attorneys.

Prepares contracts
for renovation work
conditioned on
closing.

9. Closing

Sign note, mortgage
and construction
agreement.

& )
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Initiates renovation
work by signing of
work contracts.

10. Renovation

Make color selections
and other decisions
requested by Project
Specialist.

Prepare partial HOME
project requisitions for
review by Executive
Director.

Supervises sub-
contractors.
Confirms work
completion.

11. Completion

Move in once the repair
work is complete.

Prepare close-out report
and HTFC HOME
requisition for review by
Executive Director.

Conduct final HQS
inspections. Notify
lender(s) for final
release of funds.

12. Post-Purchase

Meet with Housing
Counselor to discuss
home ownership issues.

Provide advice on rental
management and
successful
homeownership.

Conduct post-
occupancy walk-
through to
demonstrate
building systems and
routine maintenance
procedures.

13. Monitoring

Rent second apartment
in compliance with
rental restrictions.
Provide BNI with
“Verification Form”
signed by tenant.

Biennial reviews to
confirm HOME rental and
occupancy requirements.

Respond to
warrantee repair
issues during first
twelve months.
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30-year mortgage (declining obligation pro-rated monthly);
NO monthly payment; and
NO interest.

At the time of purchase, HARP-5 assistance is secured as a subordinate mortgage
on the subject property for a term of thirty years. The mortgage bears no interest
and requires no monthly payment. As long as the property remains owner-
occupied, the principal is forgiven over the term of the loan prorated annually.
Any remaining balance would be repaid upon subsequent sale of the property or
transferred to another first-time owner-occupant buyer earning less than 80% of
HUD median area income.

In exchange for the deferred payment, zero-interest loan, borrowers must agree to:

as your primary residence or - )

! who will assume the full balance of the HARP-5 mortgage for its
remaining term. If sold to a non-eligible purchaser or if the owner no longer
occupied the home as his or her primary residence, the HARP-5 loan must be
paid in full.

Comply with program monitoring requirements, including a
to confirm that the unit(s) are properly maintained.

1 ' -* & # 0
Purchasers of two-unit homes must comply with additional restrictions related to
rental of the second apartment:

Comply with including confirmation that; 1) new tenants
earn less than 80% of median area income; and 2) are being charged rent not to
exceed “Sec. 8 Fair Market Rent” as defined annually by the U.S. Department
of Housing and Urban Development; 3) will lease the rental unit with a
minimum 1 year term; 4) will have an HQS inspection at least once every 3
years; 5) will allow BNI access to the property and documents necessary to
monitor compliance with these rental restrictions.

“Eligible” subsequent buyers must: 1) Earn less than 80% of median area income; 2) Be first-time
home buyers as defined by HUD; and 3) Occupy the home as their primary residence.
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If you decide to make an offer or enter into a purchase contract, it should include several
additional contingencies related to the HARP-5 program. Be sure to share this
information with your real estate agent (if applicable) and consult with an attorney.

8 )) ( ) In addition to a standard first mortgage contingency, your
contract should include a contingency for the HARP-5 funds. The existing contract
language should be revised/adjusted to read:

- &
LI # $ W
& # "
Note to Sales Agents: This additional language can be incorporated into -/ 0
1 . of the standard MLS contract format, or inserted on the
blank lines included under “/ 2 3
( # " The contract’s standard structural contingency should be
revised to read:
- (D
*
)
+ 4
4 $
5
) ©#
&
< , 1)  AThe paragraph above is similar if not identical to the -/
6" & . language of the standard MLS purchase contract. The
information in can simply be inserted on the existing blanks provided.

If you, your real estate agent, or attorney have any questions or need additional
clarification, contact Bill Munro at Better Neighborhoods, Inc.  (518) 372-64609.
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