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PREFACE

The Madison American Dream Downpayment Initiative Underwriting Guidelines, developed
by the City of Madison Community Development Division, includes the program
requirements approved by the City of Madison CDBG Committee and Common Council.

Address: Community Development Division
215 Martin Luther King Jr. Boulevard, Room 225
P. O. Box 2627
Madison, WI 53701-2627

Telephone: (608) 266-6520

Fax: (608) 261-9661
Email: cdbg@cityofmadison.com
Website: www.cityofmadison.com/cdbg

Office Hours: 8:00 a.m. to 4:30 p.m., Monday thru Friday

The Madison American Dream Downpayment Initiative is funded by the Federal
Department of Housing and Urban Development (HUD).

NOTE: The requirements and the forms necessary to administer this program are subject
to change. Updates can be found on the CD Division website at
www.cityofmadison.com/cdbg.



http://www.cityofmadison.com/cdbg

INTRODUCTION

| The City of Madison Community Development Division -promotes and facilitates
homeownership opportunities for low to moderate income households. The Madison
American Dream Downpayment Initiative, funded by the Federal Department of Housing
and Urban Development (HUD), is one method the Community Development Division can
use to achieve this goal.

The Madison American Dream Downpayment Initiative provides first-time homebuyers,
displaced homemakers and single parents with a long-term deferred loan to assist with
purchasing a home located within the City of Madison. The program offers loan assistance
up to 6% of the purchase price not exceeding $10,000. The assistance can be used to
cover the down payment on a home purchase.

The down payment assistance is typically a second mortgage loan that will become due
and payable to the City of Madison when the property is sold, transferred or ceases to be
the primary residence of the homebuyer. The Madison American Dream loan will be
allowed as a third mortgage when used in conjunction with other fund from the Community
Development Division. The total limit of assistance from the City of Madison cannot exceed
the amount specified in the annual CD Division Goals and Priorities statement. The loan
repayment includes the initial loan amount plus a loan fee which is set by the City of
Madison CDBG Committee annually.

To ensure the loans are consistently originated and processed, eligibility requirements have
been established and approved by the City of Madison CDBG Committee and the Common
Council. The Community Development Office will generally follow the WHEDA
underwriting guidelines unless otherwise stated in this document. The following pages
detail the American Dream Downpayment Initiative program.



ELIGIBILITY REQUIREMENTS

Property Eligibility
The property must meet the follow requirements:

The property must be a single family attached or detached dwelling, a condominium
or part of a duplex located in the City of Madison.

For 2011, HUD has established the maximum value of the home being purchased
using Madison American Dream Downpayment assistance as equal to or less than
$223,250.

Be safe and sanitary, as verified by a City of Madison Minimum Housing and
Property Maintenance Code inspection report.

All properties built before 1978 have been inspected for lead paint and be
determined to be lead safe prior to acquisition.

Have passed an environmental review conducted by the City of Madison Community
Development Division staff.

Be marketed and sold for no more than their appraised value at the time of sale, as
verified by an independent appraisal obtained by the first mortgage lender.

Homebuyer Eligibility
The homebuyer must meet the following requirements:

Have a household gross annual income that does not exceed 80% of the area
median income limits as published annually by HUD.

2010 INCOME LIMITS BY FAMILY SIZE

Household Gross Annual
Size Income Levels
$44,800
$51,200
$57,600
$64,000
$69,150
$74,250
$79,400
$84,500

N[OOI WINF

Gross annual income includes income from the following sources: wages, overtime,
commissions, bonuses, profit sharing, tips, business income, child support, interest
and dividends from funds retained after the closing, and other types of periodic
payments which are anticipated for the 12 month period commencing with the date
of the request. Gross annual income is based on the HUD 24 CFR Part 5 definition
of annual income.



¢ Be a first-time homebuyer, a displaced homemaker or a single parent.
0 HUD Definitions:

A Afirst-time homebuyer is defined as any individual listed on the
deed, mortgage and note who has not owned a home during the three-
year period prior to purchase of a home with Madison American Dream
Downpayment Assistance. For married couples, if only one individual
is listed on the deed, mortgage and note, HUD requires that both
individuals qualify as first time homebuyers as defined above.

A A displaced homemaker is defined as an adult who has not worked
full-time full-year in the labor force for a number of years but has,
during such years, worked primarily without compensation to care for
the home and family and is unemployed or underemployed and is
experiencing difficulty in obtaining or upgrading employment.

A Asingle parent is defined as an individual who is unmarried or legally
separated from a spouse and has one or more minor children for
whom the individual has custody or joint custody, or is pregnant.

e Complete an approved first-time homebuyer education course or a homebuyer study
guide. A training certificate must be submitted to the Community Development
Office prior to receiving funding.

e Be an owner-occupant of the property and take occupancy within 60 days of
acquisition of the property.

e Be a documented United States citizen or eligible alien.

e Provide all financial data and other relevant information required to document the
borroweros eligibility for a | cedficaticmnfd gi ve
such information from appropriate sources.

e Qualify for a first mortgage that does not
more than 2%.

e Does not own any other real estate.

Non-Taxable Income

Non-taxable income may be adjusted upward to 125% when calculating ratios. This source
of income should be expected to continue for the next 3 years. CD Office and agency staff
will require documentation for non-taxable income (i.e. child support, alimony,
pension/retirement, disability, public assistance, and Social Security payments).

Level of Assistance Available
For FY10 funds, the loan assistance will range from a minimum of $1,000 to a maximum of
6% of the purchase price not to exceed $10,000.

Down Payment Requirement
There is no cash down payment required.



Combined Qualifying Ratio

The accepted combined housing and total debt to income ratio is 36%. An expanded
combined ratio of 40% may be allowed with strong compensating factors such as good
savings history, history of comparable rent expense, excellent credit history, good rent
history and stable employment. The Community Development Supervisor or designee will
approve loan requests with a combined ratio below 30% on a case-by-case basis.

Maximum Loan-to-Value

The total of the initial principal mortgage amount, the Madison American Dream
Downpayment second mortgage and any other loans collateralized by the property, shall
not exceed 100% loan to value based on the purchase price of the property or the
appraised value which ever amount is less.

Voluntary Acquisition

It will be the responsibility of the homebuyer to submit a Voluntary Acquisition Form with
the Offer to Purchase to the seller. This form is used to staistify the requirements of the
Uniform Relocation Assistance and Real Property Acquisition Policies Act (URA). Neither
the City of Madison nor the homebuyers have the right to acquire the property by eminent
domain.

Home Inspection

The homebuyer will be required to have a home inspection completed. The home must
meet the City of Madison Minimum Housing and Property Maintenance Code requirements
before Madison American Dream Downpayment assistance will be provided. The City of
Madison contracted inspector will provide all inspections. For newly constructed properties,
a certificate of occupancy will be accepted in lieu of a Madison Minimum Housing and
Property Maintenance Code inspection.

The Madison Minimum Housing and Property Maintenance Code inspection fee may be
granted to the homebuyer through the Madison American Dream Program depending on
the loan amount. The inspection will be scheduled once it is determined that the
homebuyer qualifies for the program.

Lead Based Paint Inspection

Lead based paint inspection will be conducted on all homes built prior to 1978 in
accordance with the Lead-Based Paint Poisoning Prevention Act 42 USC 3535 (d), 4821
and 4851, and its implementing regulations in 24 CFR 35, as well as State of Wisconsin
Code HFS 163 and City of Madison MGO 7.49. The City of Madison contracted inspector
will provide the lead based paint inspection and clearance test for the property.

The lead based paint inspection and clearance test fees may be granted to the homebuyer
through the Madison American Dream Program depending on the loan amount. The
inspection will be scheduled once it is determined that the homebuyer qualifies for the
program.

If the property does not pass inspection after the first clearance test, the contractor
performing the lead paint stability work will be responsible for the payment of any additional
tests.

Stacking of Funds

Combining funds from more than one down payment and closing cost loan program will be

allowed however the Madison American Dream loan must remain the second lien position.
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Exceptions will be allowed for the Madison American Dream funds to be the third mortgage
when used in conjunction with other Community Development funds. These funds can be
stacked with the City of Madison Home-Buy funds.

Total Assistance Limits
For 2011-2012, the Community Development Division maximum assistance from all City of
Madison funding sources for any property is $54,000.

Property Taxes and Homeowner Insurance
Homebuyers must escrow the property taxes and have homeowner insurance as a
condition of the first mortgage.

Ineligible Closing Costs
The program allows up to 2 points for loan origination and/or discount. Loans with more
than 2 points origination and/or discount are ineligible under this program.

Loan Repayment

The mortgage will require a repayment equal to the amount of Madison American Dream
Downpayment funds invested Plus a loan fee which will be determined by CDBG
Committee annually. For 2011 the loan fee is %. The repayment is due and payable to the
City of Madison at the time the property is sold, transferred or ceases to be the primary
residence of the homebuyer. Loan repayment must be completed in full. Partial payments
will not be accepted. Complete loan payments can be made prior to the property being
sold, transferred or ceases to be the primary residence of the homebuyer.

Example:
Home purchase price $150,000
Madison American Dream loan assistance $9,000
Community Development Loan fee for 2011 2.5%
Loan Repayment $9,288

Loan Subordination

The Madison American Dream Downpayment Initiative will subordinate the second
mortgage loan according to the terms of the Community Development Division Homeowner
Loan Subordination Policy.

Non-discrimination

Madison American Dream Downpayment assistance will be made available to all persons
without regard to race, national origin or ancestry, color, religion, sex, age,
handicap/disability, marital status, source of income, arrest record or conviction record, less
than honorable discharge, physical appearance, sexual orientation, political beliefs, familial
status, or student status. The loans will be granted based on the homebuyer eligibility and
the availability of funds.

Privacy Concerns

Homebuyer information obtained by the Community Development Division will determine
eligibility for the Madison American Dream Downpayment Initiative according to these
underwriting standards. Certain information will not be disclosed outside the CD Division
without consent except to the person or company verifying the information including, but
not limited to, the employer, bank, lender, and any other credit reference as needed to
verify other credit information and as permitted by law.



Appeals Process for Denial of a Madison American Dream Down-payment Loan

The homebuyer may appeal any denial of a Madison American Dream Downpayment loan
to the CDBG Committee at their next regularly scheduled Committee meeting following the
denial of a loan. The decision from the CDBG Committee will be final.



LOAN PROCESSING

Loan Application Package
The Community Development Office will generally follow the WHEDA underwriting guidelines
unless otherwise stated in these underwriting guidelines. The first mortgage lender must submit the
following information to the Community Development Office for review:

1. Completed loan application (FHLMC, FNMA or equivalent application form)

2. Good Faith Estimate of Settlements Costs

3. Appraisal Report

4. Credit Report

5. Verification of Income i Verification of Employment form and 1 month of pay stubs or 3
months of pay stubs.

6. Verification of Deposit i 6-month average for checking accounts and current balance for
savings accounts

7. Verification of rent 7 only applicable if alternative credit documents are needed.
8. Offer to Purchase with Voluntary Acquisition form
9. Homebuyer Training Certification
10. Other pertinent information to underwrite a loan (i.e. divorce papers, child support
documentation, bankruptcy discharge papers and schedule of debts, late payment
explanation, etc.)
11. Condominium Insurance Warranty (if applicable)
12.Copy of Il ast yeards federal tax returns i-n
employed borrowers must provide most recent 2 years of federal tax returns with ALL
schedules and attachments.
13.City of Madi son Downpayment Funds Borrower o
14.City of Madi son Downpayment Funds Borrower o
15. City of Madison Conflict of Interest Statement
Please submit the complete loan package to:
Linette Rhodes, Grants Administrator
Community Development Office
Madison Municipal Building, Room 225
215 Martin Luther King, Jr. Blvd.

P. O. Box 2627
Madison, WI 53701-2627



Loan Application Processing

The Community Development Division will review the complete loan package for accuracy,
program compliance and technical content on the basis of general underwriting standards
within a minimum of 15 business days. The 15 business days will begin once all
required documents are collected.

Based on the verified information contained in the loan request file, a recommendation will
be made for approval or denial of the homebuyer as the loan recipient. Upon approval or
denial, the homebuyer and lender will receive written notice stating the conditions of the
loan approval or the basis for denial.

Closing

The Community Development Division will be responsible for closing the American Dream
loan and will expect the loan closing to be done in conjunction with the closing of the first
mortgage loan. Any changes to the first mortgage loan amount after the initial loan approval
requires written approval from the Community Development Division. The closing time
must be scheduled in consultation with the Community Development staff person who will
attend the closing.

An acceptable preliminary Settlement Statement (HUD-1), a copy of the title work and
a copy of the hazard insurance binder which shows the City as a second mortgagee
must be submitted to the CDBG Office 2 full business days prior to loan closing. Any
changes to the preliminary settlement statement must also be submitted to the Community
Development Division.

The homebuyer shall provide and pay for the r
rider (if applicable) at the closing.

Cancellation of a Madison American Dream Downpayment Loan
The CD Division will discontinue work on an application for the following reasons:

e The homebuyer is not eligible for a Madison American Dream loan.

e The property for which the loan is sought is not eligible for financing under the
Madison American Dream Downpayment Initiative.

¢ The homebuyer refuses or is unable to supply all financial data and other relevant
information required to determine loan eligibility.

¢ If the homebuyer has adequate funds for the down payment and closing costs,
Madison American Dream Downpayment assistance will not be available.

e The homebuyer withdraws their loan request.

Cancellation and termination of a loan request or loan will cause the CDBG Office to issue
a written notice of cancellation to the lender and to the homebuyer at his or her mailing
address as set forth in the application.



APPENDIX

EXAMPLES OF CITY OF MADISON FORMS

SAMPLE COMMITMENT LETTER

PROMISSORY NOTE

MORTGAGE

CONDOMINIUM RIDER

CONDOMINIUM INSURANCE WARRANTY

Voluntary Acquisition Form

DOWNPAYMENT/ ASSI STANCE FUNDS BO
AFFIDAVIT

CITY OF MADISON CONFLICT OF INTEREST

STATEMENT

A DOWNPAYMENT/ ASSI STANCE FUNDS BO
AUTHORIZATION

> > > D>y D>y D>y D

>\

CITY OF MADISON SUBORDINATION POLICY
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SAMPLE i Loan approval letter

Dear

Congratulations! Your request to acquire a Madison American Dream Downpayment loan as a second mortgage
for has been approved. The City

which will be applied to the acquisition cost of the property.
1. This loan commitment is subject to the following contingencies:
2. The ap p hhility @ ocomplete the purchase of the property at a purchase price of $

3. Subject to a first mortgage loan in the amount of $ . Any changes to the first mortgage loan
amount, requires written approval by the City.

4. Receipt of an acceptable preliminary Settlement Statement and a copy of the Title work to be received by
the Community Development Office a minimum of 3 full business days prior to loan closing.

5. The property must pass the Madison Minimum Housing Code and Lead Paint inspections as well as the
HUD Environmental Review. The City of Madison contracted inspector will complete the inspection and
a city staff member will complete the Environmental Review.
6. Copy of the hazard insurance binder showing the City as a second mortgagee.
7. Execution of the Citybds Note and the Cityds Second Mc

City of Madison Community Development Office.

Any changes in the first mortgage loan amount must be approved by the City prior to loan closing.

This firm commitment is effective this day of , 20__, for a period of ninety
days, expiring , 20 .

Sincerely,

Linette Rhodes
Grants Administrator

cc: Lender

Community Development Division/ Rev 2011 Pagell
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Madison .
Home Buyer Promissory Note
BORROWERS NAMES: John Doe and Jane Doe
AMOUNT OF LOAN: ($5,000 plus2.5% fee) $5,100
PLACE: 2551 Home St
Madison, WI
DATE: January 1, 2011

FOR VALUE RECEIVED , the Borrower (s) promise to pay to the order of the CITY OF MADISON, a
Wisconsin municipal corporation, at its offices located at 210 Martin Luther King Jr. Boulevard, Madison,
Wisconsin, 53703, the principal sum of plus a fea586. Total amoundue to the City of Madison will
be . Repayment is required immediately upon the earliest of the sale, transfer, change or discontinuance
in the permitted use of the Property locatedat (t he APropertyo). L la thheaelventdfe s c r i
a foreclosure the amount due and payable shall be the net proceeds, if any, from the foreclosure sale.

THIS NOTE is secured by a Mortgagedated fr om t he Borrowers to the

DELINQUENCY CHARGE . If a payment owed under the Note is not paid on or before the 15th day
after its due date, the City may collect a delingpyecharge equal to 12% per annum on the unpaid balance until
the amount due under the Note is paid in full.

THIS NOTE, including the entire balance of principal, together with late charges, shall become
immediately due and payable to the City withouteetir demand upon the occurrence of any of the following:

a. If the payment due under this Note is not paid when due;

b. If the Borrowers shall default in any of the covenants, agreements, provisions, terms or conditions
of the Mortgage or the Agreemesgcuring this transaction, which provisions are incorporated
herein by reference, and the default is not cured within the time period provided in the Mortgage
or Agreement;

C. Title to, or equitable ownership in, the Property is transferred to any pghdytban either of the
undersigned, or the surviving spouse, or domestic partner as defined in Sec. 39.03(2)(n), Madison
General Ordinances, of either of the undersigned, if any;

d. The Property is no longer occupied as a residence by either of thesignddror the surviving
spouse, or domestic partner as defined in Section 39.03(2)(n), Madison General Ordinances of
either of the undersigned, if any.

The Borrowers and endorsers of this Note, jointly and severally, agree to waive demand, noticpayfeort

and protest, and in the event suit shall be brought for the collection hereof, or the same has to be collected upon
demand of an attorney, to pay reasonabl e attorneyo
appellate levels andoptjudgment proceedings.

Community Development Division/ Rev 2011 Pagel2



No delay or omission on the part of the holder hereof in exercising any right hereunder
shall operate as a waiver of any such right or of any other right under this Note. A waiver on any
one occasion shall not be construed as a bar to or a waiver of any such right on any future
occasion. The Borrowers for themselves, their successors and assigns, do hereby expressly waive
presentment for payment and notice of nonpayment. It is expressly understood and agreed that
the Borrowers shall not be released from the covenants herein contained by reason of any
forbearance or extension of time granted or release of any subsequent owner or owners of the
property mortgaged as secured for this obligation.

This Note may not be changed orally, but only by an agreement in writing signed by the
parties against whom enforcement is sought.

THE BORROWERS acknowledge receipt of an exact copy of this Note.

NOTICE TO BORROWERS
A. DO NOT SIGN THIS IF IT CONTAINS ANY BLANK SPACES.

B. YOU ARE ENTITLED TO AN EXACT COPY OF ANY AGREEMENTS
YOU SIGN.

C. YOU HAVE THE RIGHT AT ANY TIME TO PAY IN ADVANCE THE
UNPAID BALANCE DUE UNDER THIS NOTE.

Signed and sealed this day of , 2011 at Madison, Wisconsin.

By:




DOCUMENT NO.

REAL ESTATE MORTGAGE

whether one or more) mortgages, conveys, assigns, grants a security interest in and
warrants to

in consideration the sum of

% ), loaned or to be
loaned to

RECORDING AREA

(“Borrower, “whether one or more), evidence by Borrower’s note(s) or agreement dated __| NAME AND RETURN ADDRESS

the real estate described below, together with all privileges, hereditaments, easements and CDBG Office

appurtenances, all rents, leases, issues and profits, all claims, awards and payments made 215 MLK Jr. Blvd., Rm 280
as a result of the exercise of the right of eminent domain, and all existing and future P.O. Box 2985

improvements and fixtures (all called the “Property”) to secure the Obligations described Madison, WI 53701-2985

in paragraph 5 on the reverse side, including but not limited to repayment of the sum

1.  Description of Property. (This property is is not the homestead of
Mortgagor.)

Parcel Identifier No.

[0 Ifchecked here, description continues or appears on attached sheet.
[0 TIfchecked here, this Mortgage is a construction mortgage.
[0 Ifchecked here, Condominium Rider is attached.

2.  Title. Mortgagor warrants title to the Property, excepting only restrictions and easements of record, municipal and zoning ordinances, current taxes and
assessments not yet due and

3.  Escrow. Interest [ ] will [] will not be paid on escrowed funds if an escrow is required under paragraph 8(a) on the reverse side.

4.  Additional Provisions. Mortgagor agrees to the Additional Provisions on the reverse side, which are incorporated herein.
The undersigned acknowledges receipt of an exact copy of this Mortgage.

NOTICE TO CUSTOMER IN A TRANSACTION GOVERNED BY THE WISCONSIN CONSUMER ACT
(a) DO NOT SIGN THIS BEFORE YOU READ THE WRITING ON THE REVERSE SIDE, EVEN IF OTHERWISE ADVISED.
(b) DO NOT SIGN THIS IF IT CONTAINS ANY BLANK SPACES.
(¢) YOU ARE ENTITLED TO AN EXACT COPY OF ANY AGREEMENT YOU SIGN.
(d) YOU HAVE THE RIGHT AT ANY TIME TO PAY IN ADVANCE THE UNPAID BALANCE DUE UNDER THIS AGREEMENT
AND YOU MAY BE ENTITLED TO A PARTIAL REFUND OF THE FINANCE CHARGE.

Signed and Sealed

(Date)
(SEAL) (SEAL)
(Type of Organization) *
By:
(SEAL)
(Title)
* *
By: (SEAL) (SEAL)
(Title)

AUTHENTICATION OR ACKNOWLEDGMENT

STATE OF WISCONSIN
Signatures of County of } SS.

This instrument was acknowledged before me on

authenticated this day of by
(Name(s) of persons(s))
Title: Member State Bar of Wisconsin or as
authorized under §706.06, Wis. Stats (Type of authority; e.g., officer, trustee, etc., if any)
of

(Name of party on behalf of whom instrument was executed, if any)
This instrument was drafted by

*

Notary Public, Wisconsin
My Commission (Expires)(Is)

*Type or print name signed above



ADDITIONAL PROVISIONS

5. Mortgage as Security. This Mortgage secures prompt payment to Lender of (a) the sum stated in the first paragraph of this Mortgage, plus interest and charges according to the
terms of the promissory notes or agreement of Borrower to Lender identified on the reverse side, and any extensions, renewals or modifications signed by any Borrower of such promissory notes
or agreement, (b) to the extent not prohibited by the Wisconsin Consumer Act (i) any additional sums which are in the future loaned by Lender to any Mortgagor, to any Mortgagor and another



