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Dear Interested Homebuyer:

Thank you for your recent inquiry regarding purchasing a home in Chester.  I am pleased to inform you that the City currently has in place a family of homeownership assistance programs entitled Chester Homeownership Opportunities for Improvement and Community Excellence (CHOICE).  These programs have been established to provide prospective homeowners with a CHOICE in Chester.  

Attached is an application for one of the CHOICE programs, the Moderate Income Homebuyer Assistance Program (MIHAP).  The purpose of MIHAP is to provide assistance to qualified moderate income families interested in purchasing a home in the City of Chester.  This program provides financial assistance toward eligible closing costs.

Not everyone is eligible for MIHAP.  To qualify, you must be 18 years of age or older, you must agree to live in the property as your primary residence and you cannot own any rental property. Your household's income must fall at or below the income limits included in the attached guidelines.  Please read these guidelines for additional details on the program.  Once you submit your completed application, CEDA will make a final determination on your eligibility for this or any of the other CHOICE programs.

MIHAP will provide financial assistance for any eligible closing costs up to a maximum of $5,000.00. Any costs which exceed the $5,000.00 in closing cost assistance must be paid by the applicant out of his/her personal assets.  You must also complete 8 hours of homeownership counseling classes.  MIHAP funds are not outright grants but are 0% interest loans, which may be forgiven if you reside in the home for at least five (5) years.  

If you are interested in this program and qualify within the income limits in the attached guidelines, please fill out the enclosed Qualification Form, gather the requested documents for all household members 18 years of age or older, and return them by mail to our office address at: Chester Economic Development Authority, 511 Welsh Street, P.O. Box 407, Chester, PA  19016.  There is also a non-refundable application fee of $15.00 per applicant to cover the cost of obtaining a merged credit report.

Once again, thank you for your interest in the City of Chester's CHOICE Program.

Yours truly,

David N. Sciocchetti

David N. Sciocchetti

Executive Director

Attachments

MODERATE INCOME HOMEBUYER ASSISTANCE PROGRAM 

DESCRIPTION
Homeownership has become an increasingly unattainable goal for many families. Under the Moderate Income Homebuyer Assistance Program (MIHAP), the City of Chester will use its funds to help make the "American Dream" a reality for moderate income families.  By assisting such families to become homeowners, the City of Chester hopes to create a mixed income community that will benefit all of its residents.

Overview

MIHAP has been designed to support the acquisition of existing or newly constructed homes for eligible homebuyers who wish to purchase a primary residence in the City of Chester. The Program will assist eligible persons who are financially capable of paying a mortgage and who are in a position to accept the responsibilities of owning a home, but have had difficulty in providing the cash required for settlement costs.

Nature of Assistance

MIHAP will provide funding for settlement costs based on the following:

	   1.
	Eligible Closing Costs - MIHAP will provide 100% of eligible

closing costs up to a maximum of $5,000.

 

	  2.
	Funding support under this program will be made in the form of a zero percent interest (0%) loan, the principal amount of which will be reduced to a balance of zero over five years if the program requirements are met. 


Application Fee

Applicants will be required to pay a $15.00 non-refundable fee per applicant (married couples pay only $15.00, however).  This fee will cover the cost of ordering a merged credit report.  Money Orders only, payable to:
CCIP
Eligibility
Since MIHAP funds will be used to encourage moderate income families to purchase homes in the City of Chester, the following criteria will be used to determine income eligibility.

	1.
	Total annual household income of persons 18 years and older must not exceed the following income limits which are adjusted for family size.


	    Household Size
	   Income Limit

	              1 Person
	           $50,500

	              2 Persons
	             57,700

	              3 Persons
	             64,900

	              4 Persons 
	             72,100

	              5 Persons
	             77,900

	              6 Persons
	             83,600

	              7 Persons
	             89,400

	              8 Persons
	             95,200


	
	Current annual household income is the total monthly income, multiplied by twelve, of all persons who will live in the household.  This calculation is based on income as of the date of application and does not include any income received by full-time students, unless the full-time student is purchasing the home.



	2.
	The applicant must live in the property as their primary residence. If you currently own a home in the City that serves as your principal residence, you must sell this home prior to receiving MIHAP assistance.  .



	3.
	The applicant must have maintained a good credit rating for at least one year prior to application.



	4.
	The applicant must be able to provide from personal assets the down payment and settlement costs required by the lender in excess of the amount that MIHAP contributes.  At a minimum, the buyer must contribute $2,000 of his or her own funds toward the purchase of the home.  Up to 50% of the personal contribution can come from seller’s assistance or a grant from a non-profit or other governmental agency.



	5.
	Any applicant must be discharged from any bankruptcy proceedings for a minimum of two years.

 

	6
	Applicants who have previously received downpayment and closing cost assistance through the Chester Economic Development Authority’s Homebuyer Assistance Program are not eligible for assistance under the Moderate Income Homebuyer Assistance Program.



	7.
	All eligible applicants must complete 8 hours of homeownership counseling.  Attendance at the group counseling sessions may be waived if the applicant has good credit and has owned a home previously.  The applicant will still be required to meet individually with a mortgage counselor, however.



	8.
	After settlement the buyer cannot have more than $10,000 in liquid assets, excluding retirement funds.




Income Verification

The purchasing household must be moderate income at the time the application is approved. Verification of income eligibility is good for a period of 6 months.  An update of the homebuyers income will only be necessary if more than 6 months has transpired from initial verification to the time CEDA funds are invested (time of closing).  The homebuyers are not required to remain moderate income after closing.

Settlement Costs

The following settlement costs cannot be paid with MIHAP program funds:

	1.
	.

	2.
	Home warranties.

	3.
	Repair fees.

	4.
	Broker services.


The following settlement costs can be paid with MIHAP funds but have maximum reimbursements:

	1.
	Mortgages cannot exceed three points (one origination point and two discount points)

	2.
	Home inspection and one reinspection not to exceed $500.

	3.
	Conveyancing fees not to exceed $300.

	4.
	Other lending fees (including, but not limited to, underwriting fees, processing fees, closing fees or supplemental origination fees) not to exceed $500.

	5.
	Attorneys’ fees cannot exceed $200.


Loan Product

Mortgages receiving assistance through the MIHAP program must be fixed rate having either a 30 or 15 year term.  Mortgages cannot have more than three points and cannot exceed current market interest rates.  

Eligible Property Types

Under the MIHAP Program, the following types of properties can be purchased:

	1.
	The property can be PRIVATELY or PUBLICLY held prior to sale to the homebuyers.



	2.
	The property may be either newly-constructed or an existing property.



	3.
	Any property which will serve as the purchaser’s principal residence, including:


	
	SYMBOL 183 \f "Symbol" \s 10 \h
	A single family property (vacant, unless the purchaser is a tenant in the property and/or the property is owner occupied and will become vacant immediately after settlement/closing).  

	
	SYMBOL 183 \f "Symbol" \s 10 \h
	The size of the property shall be regulated by the purchaser’s family size.



4.
Gift properties are not eligible for assistance.

Property Standards

Whether a newly-constructed or already existing unit, the property must be inspected to determine if there are any hazardous or unsafe conditions which will endanger the safety and welfare of its occupants.   In this regard, the property must, at the initial time of occupancy:

	1.
	Be free from any defects that would pose a health or safety danger at the time of initial occupancy;



	2.
	Be in a condition which will allow the City of Chester to issue a Certificate of Occupancy; and 



	3.
	At a minimum, be able to meet The Department of Housing & Urban Development’s Housing Quality Standards.


In the event that the homeowner plans to renovate the property, all work must be completed within six months of settlement.  The homeowner cannot move into the property until the renovation work is completed, the property passes the Department of Housing and Urban Development’s Housing Quality Standards and a certificate of occupancy is obtained from the City of Chester.  Copies of the Housing Quality Standards and the certificate of occupancy must be provided to the Chester Economic Development Authority.  Failure to produce the required documentation will affect forgiveness of the diminishing subsidy as outlined below.

Recapture Restrictions

In the event that a homeowner receiving HAP assistance sells or transfers the property during the five year affordability period, the HAP assistance would need to be recaptured.  The amount of recapture would be made in accordance with a net proceeds calculation.  This calculation would account for the homebuyers investment, debt repayments and closing costs to seller.

In the event of a refinancing, buyers could request CEDA to subordinate its HAP financing to the new loan.  If the subordination fails to meet CEDA’s policy and the homeowner proceeds with the refinancing, a net proceeds calculation would be undertaken to determine the recapture amount.

Please refer to the attached sample Net Sales Proceeds Calculation form for additional information on repayment during the five year affordability period.

Catastrophic Loss

In the event that the homeowner secures a Fannie Mae mortgage and then experiences a catastrophic event that results in the homeowner’s having to sell the property (such as the borrower’s death), CEDA’s Executive Director has the right on a case by case basis to forgive the portion of the unpaid principal balance of the second mortgage, which in combination with the first mortgage, results in a combined loan to value ratio being more than 100% of the value of the property and the release of that portion of the debt from the subordinate lien (as evidenced by the contemporaneous execution of a modification agreement that reduces the secured debt of the existing second mortgage).

Enforcing Moderate Income Homebuyer Assistance Program Provisions

The mortgage with 0% interest, promissory note, deed and an affidavit will contain provisions that the homebuyer retains the property as a "principal residence" for five years and, if he/she conveys the property within five years, HAP assistance will be subject to recapture under a net sales proceeds calculation.  Provisions for the protection of Lender's rights in the property in the event of foreclosure, forbearance, bankruptcy, abandonment, or condemnation proceedings will be included in the security instruments herein-mentioned.

For up to five (5) full years from the date of occupancy, CEDA or its agent may make reasonable entries upon and inspection of the Property to enforce the requirements of the MIHAP Program.  CEDA shall give the homebuyer notice at the time of or prior to an inspection specifying the basis for the inspection.

Conversion to Rental Property
The purpose of the Homebuyer Assistance Program is to provide homebuyer education and financial assistance with downpayment and closing costs to enable low and moderate income families to purchase a home in Chester.  In the event that a HAP assisted property is converted into a rental unit during the five year affordability period, the owner will be declared in default of the HAP program.  Once in default, the owner will be required to repay the entire amount of HAP assistance to CEDA.  The mortgage securing the HAP assistance will not be released until full payment is received by CEDA.  
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