MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY

NEIGHBORHOOD STABILIZATION PROGRAM 

2009 COMPETITIVE APPLICATION GUIDELINES
Please note the following guidelines for applicants for Neighborhood Stabilization Program (NSP) funding from the State of Michigan.

Number and timing of funding rounds.  This competition is the only funding round currently scheduled for the activities list below.  Depending on the availability of funding, future rounds may be scheduled.  
Eligible Applicants.  Eligible applicants are:
· Nonprofit 501(c)(3) organizations

· Land Banks organized under the Michigan Land Bank Fast Track Act

· Units of local government which are not already receiving NSP funds directly from HUD or MSHDA

· For-profit companies in collaboration with a unit of local government.  (“Collaboration” typically involves a project for which the local government  has made both a funding and policy priority.)

Areas of greatest need.  All NSP funds awarded by the State of Michigan must be expended for activities which are located within census block groups with a HUD-calculated foreclosure risk score of 6 or more on a scale of 0-10.  In addition, all projects which do not result in a direct housing benefit for an assisted household (such as demolition projects), must be conducted in a census block group with a median income less than or equal to 120 percent of the area median income (AMI), adjusted for family size.  Census block groups which meet these criteria are identified graphically on the website www.policymap.com/map.
Eligible activities.  Eligible activities under this competition are limited to the following:
· Redevelopment of foreclosed or abandoned single-family housing for sale to eligible owner-occupants.

· Homes may be acquired by the grantee for redevelopment and resale

· NSP funds may be used for down payment and rehabilitation assistance for eligible households to acquire homes and conduct moderate rehab

· Redevelopment of foreclosed, abandoned or other vacant property for new construction of single-family housing for resale to eligible owner-occupants.

· Demolition of blighted property.

· Redevelopment of vacant property or buildings for public facilities, such as playgrounds, community gardens, or community centers.

Applicants may propose multiple activities.  Funding for the redevelopment of foreclosed, abandoned or vacant multifamily rental housing will be made available through procedures to be announced by MSHDA’s Multifamily Development and Homeless Initiatives Division.
Eligible beneficiaries.  All households directly benefiting from NSP-funded activities must have incomes less than or equal to 120 percent of AMI.  NSP-assisted units developed for housing must be occupied by income-eligible households; other NSP activities must meet an objective of benefiting neighborhoods where at least 51 percent of the residents have incomes less than or equal to 120 percent of AMI.  
Term of activities.  The term of awards for grants made under this competition is expected to expire on or before June 30, 2010.  Grant terms will be as short as possible to allow reasonable time to complete funded activities.  Successful applicants should expect that the initial award will be for a portion of a total “intent to fund” amount, along with time frames for timely production under the grant; meeting these time frames will result in an increase in the grant up to the intent to fund amount, depending on available funds.  The initial award and the overall intent to fund amount may be reduced at any time.
Pro forma instructions.
The application for NSP funds includes the submission of a pro forma for each activity for which funding is requested.  Each pro forma follows a general pattern:

1. Estimate the cost of a typical project to be conducted under the activity.  Consider typical acquisition and construction costs.  Costs include a developer fee or project delivery fee to be paid to the grantee for each unit completed; these fees will cover all overhead and soft costs connected with the project, excluding the cost of resale (such as realtors’ commissions).  Fees are included in the costs to be covered by the maximum per-unit NSP funding limits listed below.  The maximum fees are as follows:

a. Acquisition, redevelopment and resale of foreclosed, abandoned or vacant property for owner-occupancy: 15 percent of total project cost.
b. Assistance to homebuyers to acquire and rehabilitate homes:  $4,000 flat fee.

c.  Demolition: 10 percent of total project cost.

d. Redevelopment of foreclosed, abandoned or vacant property for reuse as a public facility: 15 percent of total project cost.

2. Estimate the source of funding for a typical project.  NSP funds and leveraged funds from grants and loans are combined to form the total sources of funding available.  There is no pre-set maximum total development cost per unit, but NSP funds per unit are limited to the following maximums:

a. Acquisition, redevelopment and resale of foreclosed, abandoned or vacant property for owner-occupancy: $75,000

b. Assistance to homebuyers to acquire and rehabilitate homes:  $29,000 ($25,000 + $4,000 project developer fee)

3. Estimate the number of units similar to the typical unit that the grantee can have under binding construction contract by June 30, 2010, or earlier.  Applicants should take care not to over-estimate either the capacity of local markets to absorb units or the holding cost of unsold units, which must be covered by the grantee from the developer fee or other funds.
4. NSP funds per unit x the number of units proposed = NSP funds requested for that activity.

5. Repeat 1-4 above for each type of activity proposed, and transfer all funds requested/units proposed to the proposed budget.

6. Transfer all leveraged funds proposed to the leveraged funds summary.  (Note that because of the different structure of the types of activities, the buyer’s mortgage is leveraged funds on pro forma #2—i.e., part of the development funding—but is a source of program income at the completion of the project in pro formas #1 and #4.)

Component compliance sections.  NSP funds are considered Community Development Block Grant (CDBG) funds, except as designated in the statute or regulations.  In the Administration and specific activity sections, MSHDA has attempted to summarize the major compliance requirements which apply to these activities.  In addition to the Administration section, complete only those sections relevant to the types of activities for which funding is being applied.  By completing these sections, applicants are agreeing to comply with the major federal requirements which apply to NSP funds.

Restriction of homes to owner-occupancy.   MSHDA is not allowing the use of NSP funds for the redevelopment of single family homes for scattered-site rental or lease-purchase housing at this time.
80/20 loan.  MSHDA recognizes (a) that in many markets there is a greater supply of single-family homes for sale than there are prospective buyers, but (b) that single-family neighborhoods benefit most from NSP funding by creating affordable ownership opportunities for successful homeownership leading to an increase in family assets through growth in home equity.

As a result, MSHDA is developing a new loan product involving an 80% first mortgage and a 20% NSP-funded second mortgage, forgivable over 10 years.  These new 80/20 loans will be available from MSHDA lenders and will be manually underwritten at MSHDA based on the demonstrated ability and willingness to repay the loan.  Details of this new loan product will be forthcoming within the next few weeks.

Grantees are not required to use the 80/20 loan.  However, since the 80/20 loan provides the second mortgage through the MSHDA lender, the use of other loan products will require that the second mortgage be funded from the NSP grant or deducted from program income.  Since MSHDA expects, in some cases, to allow program income to be re-used by grantees to produce more units, the use of other loan products may reduce grantees’ NSP production.
Note that the 80/20 loan is NOT available for purchase-rehab projects under pro forma #2.  Under this model, where the assisted household purchases the foreclosed upon unit directly (using NSP funds up to $25,000 for down payment and rehab costs),  conventional financing is used for the first mortgage with an NSP-funded second mortgage for the balance of funding required for the project, forgivable over 10 years.
Readiness to Proceed.  Because of the very short time frames imposed on the commitment of NSP funds, readiness to proceed with projects is an important evaluation factor.  MSHDA will evaluate readiness to proceed based on:
· Documented capacity of the applicant and its personnel

· Strength of commitment of other funding required for the project

· Evidence of sufficient market in the proposed project area to market and sell units in a timely manner

· For projects with pre-selected sites, evidence of site control and zoning and other site approvals completed

· For community facilities, evidence of funding committed for ongoing operating and maintenance costs.

Program Income.  Program income is all revenue directly generated by an NSP-funded activity.  For activities partially funded by NSP funds, the NSP pro-rated share of revenue is generally regarded as program income.  Program income must be reused for CDBG/NSP eligible activities.  In some cases, MSHDA will allow program income to be reused by the grantee to generate more units.  
Partnership Profile for Nonprofit Organizations.  MSHDA’s Office of Community Development maintains a permanent organization file or “Partnership Profile” for partner nonprofit organizations.  By keeping basic organizational documents (Articles of Incorporation, By-Laws, etc.) on file, MSHDA alleviates the necessity of repeatedly providing these documents with each application.   
The version of the Partnership Profile attached to the NSP Application is an abbreviated version which has been customized for NSP.  For organizations with an existing Partnership Profile at MSHDA, only those documents which may change annually (operating budget, board composition, etc.), or have changed since the organization’s last submission, need to be included with this application.  
Additional organizational documents may be required of successful local government or for-profit applicants as a pre-disbursement condition.
Deadlines.  Applications are due on or before April 23, 2009, at the MSHDA Lansing or Detroit Office.
Questions.  Please contact the MSHDA Community Development Specialist assigned to your county for any questions regarding the NSP completive application.
