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Basic concept ~ Instead of using voucher subsidy to assist a family with rent, the homeownership option allows first‐time homebuyers to use their voucher subsidy to meet monthly Homeownership expenses



Background ~  Homeownership Voucher Program was 



authorized by Section 8(y) of the U.S. Housing Act of 1937, as amended by Quality Housing and Work Responsibility Act of 1998  HUD approved 15 PHAs to operate pilot programs under the proposed rule  Final Rule published September 12, 2000, became effective October 12, 2000
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Housing Choice Voucher Homeownership Benefits of HCV Homeownership ~  Low income families can achieve affordable homeownership  Increased stability compared to renting  Increased self‐determination and independence  Increased community integration  Homeowners have more control over their housing costs



Challenges in Homeownership ~  Homeowners cannot move easily  They are responsible for their own maintenance  They are responsible for all of their utility bills  They are responsible for paying HOA dues  Homeowners housing costs increase by about 15% immediately when moving from renting to buying















Payment Subsidy ~ Payment Standard determines maximum subsidy in voucher program PHA uses same payment standard for both renters and homeowners Homeownership caveat: payment standard will never be less than the payment standard at time homeownership assistance begins for the family
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Homeownership Expenses ~  Principal and interest on mortgage debt  Mortgage insurance  Real estate taxes  Home insurance  PHA allowance for utilities



Homeownership expenses (cont.) ~ PHA allowance for routine maintenance PHA allowance for major repairs Debt for major repairs If home is a coop or condo, may include coop or condo operating charges or maintenance fees  Land lease payments (in certain cases)    



The Process
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Minimum Qualifications ~  Have received DOH Housing Choice Voucher Program assistance in the county in which they wish to buy a home for a minimum of one year (12 consecutive months)  Be a first‐time homebuyer as defined by HUD.  Not have violated any program obligations during the period under which the participant’s housing was subsidized by DOH’s Housing Choice Voucher Program. 



Minimum Qualifications ~  Must meet minimum income requirements: SSI annual ($8,088) for disabled; $14,500 for non‐ disabled.  Non‐disabled families must meet employment eligibility requirements: currently work 30 hours per week, & employed during past 12 months.  Provide a reference letter from current landlord stating that the applicant has fully complied with the terms of the lease agreement. 



Pre‐Application and Certification Process ~  Housing coordinator briefs applicant – “Path to Homeownership”. Also, any credit issues? If so, repair first.  Interested family completes Application for Section 8 Homeownership Assistance form, has the residential coordinator sign it and submits to DOH.  Housing coordinator sends DOH updated hard copy 50058 information, if needed.  DOH reviews forms to determine eligibility.
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Pre‐Application and Certification Process ~ If eligible, DOH sends recipient and housing coordinator:  Certification of Section 8 Homeownership Eligibility (*NOT A GUARANTEE OF HOME PURCHASE) – good for 120 days; extendable once, then family must re‐ apply.  Signed Homeowner Obligations and Program Guidelines Statements 



Pre‐Application and Certification Process ~  Information about down payment resources  Family signs and returns Certification of Section 8 Homeownership Eligibility and Statements of Homeowner Obligations to DOH.



Pre‐Home Purchase Process ~  Prospective homebuyer takes required Homebuyer Workshop.  Upon satisfactory completion of course, housing coordinator/homebuyer sends DOH a copy of the Homeownership Counseling Certificate.  This certificate is good for 9 months.



5



Pre‐Home Purchase Process ~ Homebuyer connects with one of approved lenders for program: 1.Uni‐First Mortgage (Statewide) 2.Universal Lending (Denver and front range) 3.Vectra Bank (Pueblo) 4.Key Bank 5.May also use USDA/RD in rural areas



Pre‐Home Purchase Process ~  Lender reviews necessary income, estimated DOH Section 8 subsidy and other documentation. Pre‐qualifies homebuyer based on required documentation.  DOH calculates 50% “Affordability Cap”. 



Pre‐Home Purchase Process ~  Homebuyer chooses Realtor, who helps family find home. • • 



Realtor submits Multi‐List printout for “trial” property to DOH. Lender submits “trial” Good Faith Estimate to DOH.



DOH calculates affordability of “trial” property. If meets DOH’s cap, homebuyer may make offer on this or similar property.
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Pre‐Home Purchase Process ~ Eligible Units Under HCV Homeownership   



Existing units, or those under construction (ground broken, footers/slab poured). New Construction under some conditions Single family homes, condos, town homes, one side of duplex, *manufactured homes, co‐ operatives • Must pass HUD Housing Quality Standards and professional inspection prior to close. • Family cannot pay for repairs before closing



Home Purchase Process ~  Home is placed under contract.  Homebuyer/housing coordinator sends DOH copy of Contract of Sale.  Homebuyer and lender make formal loan application to CHFA, USDA‐RD or other approved lender.



Home Purchase Process ~  If loan is approved, lender submits Good Faith Estimate of Settlement Costs to DOH.  DOH prepares Homeownership Worksheet Calculations and submits to lender. This is an estimate of amounts of DOH and homeowner payments.  *Note difference in homeowner mortgage payment and “total family contribution”.
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Home Purchase Process ~  Homebuyer contacts professional inspector to conduct home inspection.  Housing coordinator conducts HQS inspection (coordinate to time this close to professional inspection).  USDA‐RD will conduct a third inspection, if involved in purchase. 



Home Purchase Process ~  Homebuyer sends DOH and the lender a copy of completed professional inspection report.  Housing coordinator sends DOH a copy of the HQS inspection.  DOH and the lender reviews/approves all inspection reports. *NOTE: Home MUST PASS HQS before homebuyer can close on purchase of the home.



Home Purchase Process ~  If any adjustments to price of home are made, DOH prepares final Homeownership Worksheet Calculations and submits to lender.  Homebuyer closes on home.
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Post‐Home Purchase Process ~  Homebuyer, housing coordinator, or realtor sends DOH a copy of the Closing Documents of Sale for the home  DOH and the housing coordinator complete move paperwork  DOH and homebuyer begin making mortgage payments to CHFA.



Post‐Home Purchase Process (cont.) ~  Annual Re‐Exam required each July 1.  Annual HQS required  Copy of savings account statement for repair reserve required for Annual Re‐Exam.  Continued Subsidy Assistance • •



Disabled Family – life of the loan Non – Disabled Family ‐ 15 year limit (30 year Loan)



Post‐Home Purchase Process (cont.) ~ Family Obligations include:  Comply with the terms of the Mortgage  Family’s only residence/no other ownership interest in residential Property  Report changes in composition/income  N0 subletting or leasing  And all other family obligations under the Housing Choice Voucher Program.
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Housing Coordinator Job~  Inform clients of the Program  Provide Application to clients  Provide clients some counseling—is this a good move? (See Path to Homeownership)  Collect and send paperwork  Do initial and annual HQS inspection  Assist with annual re‐exam and interim certifications.



Questions and Answers



Cheryl Moore, Contract Manager Colorado Department of Local Affairs Division of Housing 1313 Sherman Street, Denver, CO 80205 Phone: 303‐864‐7840 Fax: 303‐789‐6956 [email protected]
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DIVISION OF HOUSING (DOH) SECTION 8 HOMEOWNERSHIP PROGRAM



PROCESS FLOW CHART *NOTE: DOH must have all the paperwork in order to make a mortgage payment on behalf of the homebuyer.



Pre-Application and Certification Process The applicant must meet the following criteria to be eligible for the Section 8 Homeownership Program:



Persons with disabilities 1. Have received Section 8 Housing Choice Voucher through DOH for one year. 2. Not have violated any program obligations during the period under which the participant’s housing was subsidized by DOH’s Housing Choice Voucher Program. 3. Have rented in the county they wish to buy in for at least a year. 4. Be a first-time homeowner as defined by HUD. 5. Have a credit score of at least 620 or good alternative credit. Alternative credit is defined as:  No negative credit reports from sources other than medical during the past 12 months;  Medical collections no more than $250 per source and $1000 in aggregate;  Payment plans to pay off debt be in effect and current for at least 12 months;  Positive reports from at least three alternative credit sources such as rent, utilities, car insurance, and phone service; 6. Not have defaulted on a mortgage securing debt to purchase a home under the homeownership option; and 7. Has a minimum annual income equal to SSI monthly amount times 12 (e.g. $721 x12=$8,652).



Non-disabled families 1. Have received Section 8 Housing Choice Voucher through DOH for one year. 2. Not have violated any program obligations during the period under which the participant’s housing was subsidized by DOH’s Housing Choice Voucher Program. 3. Have rented in the county they wish to buy in for at least a year. 4. In good standing with DOH (no late payments, repayment agreement, or repeated lease violations). 5. Be a first-time homeowner as defined by HUD. 1



6. Have a credit score of at least 620 or good alternative credit. Alternative credit is defined as:  No negative credit reports from sources other than medical during the past 12 months;  Medical collections no more than $250 per source and $1000 in aggregate;  Payment plans to pay off debt be in effect and current for at least 12 months;  Positive reports from at least three alternative credit sources such as rent, utilities, car insurance, and phone service; 7. Not have defaulted on a mortgage securing debt to purchase a home under the homeownership option; and 8. Have a minimum annual income equal to a full time job at the federal minimum wage (exclusive of welfare assistance income). 9. One or more family members who will own home is currently employed an average of 30 hours per week, and has been continuously so employed during the year before commencement of homeownership assistance.











Housing coordinator briefs prospective applicant regarding homeownership. 1. This includes checking with family regarding their credit readiness to pursue homeownership. Family to pull their credit report, Creditkarma.com is a free resource. 2. Family needs to obtain a letter of reference from their current landlord.







Interested family completes Application For Section 8 Homeownership Assistance form and submits to DOH along with their credit report and a letter of reference from their landlord. If family’s income or family composition information has changed over the past several months, housing coordinator sends DOH updated hard copy 50058 information.







DOH reviews forms to determine eligibility.







If eligible, DOH sends client and housing coordinator: 1. Certification of Section 8 Homeownership Eligibility (*NOT A GUARANTEE OF HOME PURCHASE) – good for 120 days; renewable one time, then must reapply. 2. Two Statements of Homeowner Obligations and Program Guidelines (HUD form and DOH form) 3. Information about down payment resources 4. Lender information 5. Memo for Realtor



Family signs and returns Certification of Section 8 Homeownership Eligibility and Statements of Homeowner Obligations to DOH.
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Pre-Home Purchase Process 



Homebuyer connects with approved lenders.







Lender reviews necessary income and other documentation. Pre-qualifies homebuyer based on required documentation.







DOH calculates 40% adjusted monthly amount to determine what total homeownership expenses are affordable for the family (includes family’s portion of mortgage payment, utilities, repair/reserve, and homeowner association dues if any).







Prospective homebuyer takes required Homebuyer Workshop. Upon satisfactory completion of course, housing coordinator/homebuyer sends DOH a copy of the Homeownership Counseling Certificate. This certificate is good for 9 months.



Home Purchase Process 



Lender submits a “trial” Good Faith Estimate (or Eligibility Summary, in the case of USDA-RD) to DOH.







Homebuyer chooses a Realtor who helps the family identify the type of home that will fit within the lender’s pre-qualification figure, DOH’s 40% affordability cap and meet the client needs.







DOH Homeownership Program Coordinator will calculate affordability of “trial” amount. If this “trial” meets DOH’s affordability cap policy, the homebuyer may make an offer on a property that meets DOH’s affordability cap policy (and lender’s pre-qualification figure).







When the home is found and placed under contract, the housing coordinator sends DOH a copy of the Contract of Sale for the home immediately.







Homebuyer and lender make formal loan reservation to the lender.







If loan is approved, lender submits Good Faith Estimate of Settlement Costs to DOH.







DOH prepares Homeownership Worksheet Calculations and provides to lender and homebuyer. This shows amount of DOH subsidy and the amount of the homeowner payments.







Homebuyer contacts professional inspector to conduct home inspection.







Housing coordinator conducts HQS inspection (coordinate in same time-frame as professional inspection if possible).







Homebuyer sends DOH and lender a copy of completed professional inspection report. Housing coordinator sends DOH a copy of the HQS inspection. DOH and lender reviews/approves inspection reports. (*NOTE: Home MUST PASS HQS before homebuyer can close on purchase of the home.) 3







DOH will review professional inspection report, and USDA-RD inspection report if applicable, to determine that there are no major home system issues.







Homebuyer/Lender sends to DOH Appraisal.







If any adjustments are made to the price of the home, DOH revises Homeownership Worksheet Calculations and submits to lender and homebuyer.







DOH will submit a Letter of Approval for closing.







Homebuyer closes on home.







The lender sends DOH HUD-1 Settlement Form and first payment letter







DOH makes final revision of Homeownership Worksheet Calculations and sends copy to CHFA or USDA-RD, housing coordinator and client.



Post-Home Purchase Process 



DOH and homebuyer begin making mortgage payments.







Annual Certification and HQS is required, treated as post-closing education. If you have questions, contact Cheryl Moore at (303) 864-7840 or via e-mail at [email protected].
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MEMORANDUM TO: Realtors participating in DOLA/DOH’s Section 8 Homeownership Program FROM: Cheryl Moore, Contract Manager, Housing Choice Voucher Program RE: Items to include in the real estate contract of sale Department of Local Affairs, Divisin of Housing (DOH) administers a Section 8 Housing Choice Voucher Homeownership Program under the US Department of Housing and Urban Development (HUD) regulations. Under HUD’s Section 8 homeownership regulations, before commencement of homeownership assistance, a member or members of a family must enter into a contract of sale with the seller of the unit to be acquired by the family. The family must provide a copy of the contract of sale to the Public Housing Authority (in this case, DOH). The contract of sale must: 1. Specify the price and other terms of sale by the seller to the purchaser. 2. Provide that the purchaser will arrange for a pre-purchase inspection of the dwelling unit by an independent inspector selected by the purchaser. 3. Provide that the purchaser is not obligated to purchase the unit unless the inspection is satisfactory to the purchaser. 4. Provide that the purchaser is not obligated to pay for any necessary repairs. 5. Contain a certification from the seller that the seller has not been debarred, suspended, or subject to a limited denial of participation under 24 Code of Federal Regulations, part 24. (This section of the Code of Federal Regulations states, “A person who is debarred or suspended shall be excluded from Federal financial and non-financial assistance and benefits under Federal programs and activities.” DOH requires that realtors include these items in the standard real estate contract when assisting a DOH Section 8 family in the purchase of a unit, in order to comply with HUD Section 8 homeownership regulations. Any items from the above five requirements that are not clearly covered in the standard real estate contract should be inserted in the “additional provisions” section of the contract. Typical language to include in the additional provisions section regarding item #5 would be “By the seller’s acceptance, seller hereby certifies that seller is not debarred, suspended, or subject to a limited denial of participation under 24 Code of Federal Regulations, part 24.” If you have questions regarding this information, please contact Cheryl Moore, Contract Manager (303) 864-7840.



Governor John W. Hickenlooper | Reeves Brown, Executive Director | Pat Coyle, Division Director 1313 Sherman St., Room 500, Denver, CO 80203



P 303.864.7813
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DIVISION OF HOUSING (DOH) HOUSING CHOICE VOUCHER PROGRAM FOR HOMEOWNERSHIP FREQUENTLY ASKED QUESTIONS 1. What is the Housing Choice Voucher homeownership program? The Department of Local Affairs Division of Housings (DOH) initiated the Housing Choice Voucher homeownership program in January 2000. The program allows a person or family who is receiving HUD Housing Choice Voucher assistance from DOH, to use their Housing Choice Voucher towards the purchase of a home. 2. What are the general eligibility requirements? All families must:  Have a Section 8 rental voucher through DOH for a minimum of one year.  Be in good standing with DOH (no late payments, repayment agreement, or repeated lease violations) for the period under which the participant’s housing was subsidized by DOH’s Housing Choice Voucher Program.  Provide a reference letter from current landlord.  Provide a current credit report.  Meet the HUD definition of first-time homebuyer (the participant has not had ownership interest in a home in the past 3 years).  Sign a Statement of Homeowner Obligations.  Satisfactorily complete pre-purchase homeownership counseling classes before entering into a sales contract.  Provide the lender and real estate professionals with all pertinent documentation.  Be able to comply with any additional special requirements for homeownership assistance as specified in DOH’s Housing Choice Voucher Homeownership Handbook and Administrative Plan.  Have a credit score of 620 or have good credit from alternative credit sources In addition to the general eligibility requirements, families with disabilities must:  Have an income equal to the monthly Supplemental Security Income (SSI) benefit amount for an individual living alone times 12.  Provide a minimum $750 borrower contribution toward down payment. In addition to the general eligibility requirements, non-disabled families must:  Have a minimum annual income of equal to the Federal minimum wage in non-welfare assistance income.  Have one or more family members who will own the home currently employed an average of 30 hours per week; family member(s) must have been continuously so employed during the past year. If there has been an interruption in a family member’s work continuity during the past year, housing coordinators may contact DOH regarding its discretion to allow for breaks in employment. 3. How do I know if I’m ready for homeownership? Owning a home is a big responsibility. It’s important that you understand those responsibilities before you look at being a homebuyer. You must clear up any credit problems and save



enough money so you can make a down payment. Also it is mandatory that you take an approved homeownership counseling course prior to purchasing a home. 4. What kind of paperwork must I fill out? When you purchase a home there is a lot of paperwork that must be filled out. Some of the paperwork provides DOH, the lender and the real estate professional information they need to make sure you’re able to financially purchase a home. Other paperwork ensures you are treated professionally and are protected. It is very important that the information that you provide is accurate, complete and submitted in a timely manner. Some of the information you will need to provide: evidence of your eligibility for this program; documentation of income; credit or alternate credit information. Make sure you understand what you are signing. Don’t be afraid to ask the lender, real estate professional and others questions to help you understand the process. 5. What bankers and real estate professionals can I use? A family may choose any lender it wishes. However, if you wish to participate in the Housing Choice Voucher homeownership partnership with CHFA’s Home Access you must choose a lender that is working with CHFA on these particular programs. DOH will provide eligible participants with lender contact information. It is important that you contact the person from the bank who is working on the particular loan product you will be using. In this program, you may choose any real estate professional. However, most professionals will not understand this program unless they receive special training. You can contact the participating mortgage lenders mentioned above and see if they can suggest real estate professionals who are familiar with using Housing Choice Vouchers for homeownership. 6. Do I have to have good credit? You can’t have bad credit! If you do, the homeownership counselor can instruct you on how to clean up your credit record. However, you may have never established a traditional credit record and that’s okay, but the lender needs to know if you pay your bills on time. The lender will review your record of making timely rent, utility and other payments. This is called alternative credit. 7. What other costs are there? If you are a family with disabled member, you’ll need to make a minimum borrower contribution toward down payment of $750. If you are a non-disabled family, your minimum contribution must be $1,000. Every family will have to pay for an appraisal and a professional inspection; these costs will count toward your minimum contribution toward down payment. There may be other incidental expenses prior to your purchase as well. Consult your lender for more information as you move through the loan qualifying process. 8. Can my family help me buy the home? In most cases, your family can help you purchase a home. Assisting with a down payment or other expenses or co-signing/co-borrowing on the loan might provide help. However, it’s important to understand that under Housing Choice Voucher regulations, a non-occupying coborrower cannot own an interest in the home. 9. Can I have a roommate? No. Under the standard family obligations for use and occupancy for the voucher program, no other person except members of the assisted family may reside in the unit except for a foster



child or live-in-aide. The individual or family may not sublease or let the unit under the family obligations. 10. Am I limited as to how much I may pay for a home? The amount you are able to pay for a home depends on your total income and resources. The mortgage lender will consider your total income, your Housing Choice Voucher assistance, and any other assistance you are receiving from a family member or agency. The lender will prequalify you for a loan based on income and other financial information. It is important to have this pre-qualification letter before you begin shopping for a home. In addition, CHFA has various purchase limits on the homes it mortgages across Colorado. Consult your lender regarding this information. 11. How long will I continue to receive Housing Choice Voucher assistance if I use it for homeownership? Elderly and families with disabled members are exempt by HUD from Housing Choice Voucher subsidy time limits in this homeownership program. Housing Choice Voucher assistance for non-disabled homeowners is limited to a maximum of 15 years. However, the length of time you receive Housing Choice Voucher is dependent on many factors. Congress must approve funding for Housing Choice Voucher renewals each year. You must remain eligible for Housing Choice Voucher assistance. For example, you must be compliant with the rules and regulations and must remain qualified in income requirements. It’s important to understand that you are responsible for the full mortgage payment if your Housing Choice Voucher payment is terminated for any reason. 12. Once I have purchased a home under this program, must I still have a Housing Choice Voucher re-certified each year? Yes. You will still need to submit all the paperwork for re-examination each year and you will have to continue to conform to the Statement of Homebuyer Obligations that you sign prior to purchasing a home. At a minimum, re-examination will be done annually at the same time the lender determines your tax and insurance escrow payment. 13. Do I need to get my new home inspected? Yes. There are actually two types of inspections that are needed. You will need to hire a professional inspector to inspect the home to identify physical defects and the condition of the major building systems and components. Your housing coordinator will also have to make a HUD Housing Quality Standards (HQS) inspection, which is the same inspection, made for the tenant-based Housing Choice Voucher rental assistance program. 14. What happens to my home if I die? This is a complicated question because so much depends on individual circumstances. The HUD Housing Choice Voucher homeownership final rule states: “Upon death of a family member who holds, in whole or in part, title to the home or ownership of cooperative membership shares for the home, homeownership assistance may continue pending settlement of the decedent’s estate, notwithstanding transfer of title by operation of law to the decedent’s executor or legal representative, so long as the home is solely occupied by remaining members of the family in accordance with Housing Choice Voucher regulations.” In other words, questions need to be asked: Is there a will? Are there remaining members of the family? Are there additional owners listed on the deed? Depending on the answers, the home may revert to those remaining members (as defined by Housing Choice Voucher regulations) of the family who were residing in the home. The home may have to be sold: if no



one is able to take title and payments are not made, the home may fall into foreclosure. The bottom line: if the homebuyer dies, the housing coordinator, the lender and DOH must be notified immediately by remaining members of the family or the service provider’s housing coordinator. 15. Am I responsible for other expenses incurred as a result of purchasing a home? Yes. You are responsible for all monthly homeownership expenses (for example: homeowner association dues and utilities) and for any maintenance or repair expenses that you may have as a homeowner (for example: a new water heater, structural repairs, etc.). 16. What can I do if I have trouble paying my mortgage or maintaining my home? You may be required to attend ongoing homeownership counseling. In your community there is experienced homeownership counselors who can help you save towards repairs and general maintenance of your home or assist you in getting financial advice so you can avoid defaulting on your payments. It’s important to understand that you are responsible for the debt incurred to purchase your home. 17. How do I make my mortgage payments to the lender? If you are a family with a disabled member, DOH strongly encourages you to place your portion of the mortgage payment in a bank that has ACH capability. This allows the lender to withdraw your part of the payment each month electronically. You must ensure the funds are available for transfer to the lender by the first of each month. DOH will make its portion of the housing payment electronically to the lender each month. If you are a non-disabled family, DOH will make its portion of the housing payment electronically to the lender each month. You are responsible for your portion of mortgage payment to the lender. 18. Can I sell my home? Yes, however all sales must be approved by DOH. Depending on the circumstances, you may be subject to a lender recapture of payments if you sell or refinance the loan. 19. Will purchasing a home make me ineligible for other assistance programs such as food stamps, Medicaid or Medicare? No. A home, as well as a car, is an exempt asset according to Social Security and other federal agencies. These assets do not count against a person receiving other supports. 20. I’ve owned a very old trailer home for several years. Does this make me ineligible as a first time homebuyer? That depends on whether or not the trailer was ever permanently attached to a foundation. If it was attached, you’re not a first-time homebuyer as lenders consider this a home. If it is not permanently attached, lenders consider it a motor vehicle, not a home. 21. Can I purchase a manufactured home? Yes. However the home must meet certain standards and being permanently attached to a foundation is one of them. Lenders will also consider the age and condition of the home. 22. Can I purchase a new construction home? Yes. However, there are some additional requirements for purchasing a new construction home. Contact your DOH Homeownership Program representative for more information.
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