MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

NSP2 ADDENDUM, SINGLE FAMILY SALE PROPERTY
NSP2 Addendum Instructions
This addendum is to be recorded by any Consortium member who is transferring property to a developer for rehab or new construction with NSP2 funds.  The addendum is to be record with a mortgage and note. To be clear, the transferring Consortium member is responsible for not only having a developer agreement in place, but that developer agreement should be further secured by mortgages and notes on each for-sale property financed in whole or in part with NSP2 funds.  To those mortgages, MSHDA expects this addendum to be attached.

 

NSP2 FAQ
Q: We already started a project where the developer holds title and is receiving NSP funds from the City.  There is a developer agreement in place, but we did not record a mortgage.  Must we go back and do a mortgage and note?

A: Yes, and be sure to include the addendum.

 

Q: We already have a developer agreement in place and secured it with a mortgage.  Should we record the addendum now?

A: Yes.

 

Q: Why do we have to do a mortgage if we have a developer agreement in place?

A: While NSP regulations don't per se require a mortgage be recorded against the development during construction, OMB requirements still expect grantees to act reasonably and prudently to protect the federal government's investment in the NSP program and the projects it undertakes.  It is long-standing and well established best practice to record a loan against properties being developed with HOME, CDBG, or now NSP funds; no other lender would advance funds towards such a project without recording a security instrument.  Additionally, since the NSP investment can't be fully certified as eligible until the home is actually completed and sold to an income eligible buyer, NSP consortium members should protect their own liability and the federal investment by structuring the investment as a loan that may be repayable until satisfactory evidence of project completion is available.
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