
MSHDA's Homeownership Programs  
Delivering the Dream to Michigan Families

1 Credit Hour

October 2009



MSHDA!s Financial Resources

! MSHDA issues tax-exempt and taxable 
bonds " these bonds are purchased by 
private investors

! Funds from bond proceeds finance low 
interest rate mortgages

! Bond funds, single family and multi-family 
loan payments finance ALL of MSHDA#s 
programs

! Money DOES NOT come from taxpayers



MSHDA's Lending Role

! MSHDA IS AN INVESTOR (like Fannie or 
Freddie – we do not originate loans)

! MSHDA utilizes our Experienced Lender 
Network to originate loans



Process Flow
Realtor/Buyer submit 

signed purchase 
agreement to 

lender

Lender makes  
reservation to lock in 

the % rate

Lender packages 
loan

Underwritten by 
Lender

Loan package 
sent to MSHDA

MSHDA reviews 
package & 

commitment is sent 
to lender

Lender closes 
and funds the 

loan

Lender sends package 
to MSHDA for purchase

MSHDA purchases 
loan and sends funds

to lender



MSHDA Benefits



Why MSHDA?

! Helps low to moderate income Michigan 
residents become homeowners

! Down payment assistance helps buyers with 
limited cash assets

! Borrowers will not be a victim to predatory 
lending practices

! Learning about MSHDA loan programs will 
assist you in providing more homeownership 
opportunities



Interest Rates



Current Rates

Interest rates are locked in via a secure website
and are good for 90 days (existing) and 180 

days (new construction)

! Without DPA = 

! With DPA = 

! Step Loan " available with FHA

Years 1-3 =
Years 4-30 =



Homeownership Programs



Sales Price & Income Eligibility Requirements

! Sales Price

! $224,500 (maximum 
purchase price -
Statewide)

! Income Limits

! $63,800 - $108,000 
(maximum combined  
household income)

! Income limits vary 
depending on 
location & family size



Targeted Areas



Targeted Areas

! Targeted area " prior homeownership 
permitted (federally designated areas based 
on economic conditions and housing stock)
- Income and sales price limits are higher

! Non-targeted area " Must be first-time 
homebuyer (no homeownership in last three 
years)

! MSHDA will verify prior homeownership via 
credit report, tax returns, or income tax 
affidavit



Buyer Requirements
! Buyer must occupy home as principal residence

! Co-signers/non-occupying co-borrowers are not 
allowed

! Combined household income of $63,800 -
$108,000 depending on family size and location

! All adults in household must apply and credit 
qualify and sign closing documents including 
note and mortgage 
(unless full-time student – 12 credit hour minimum)



Credit Requirements
! No credit " will accept a minimum of 2 lines of 

alternative credit (at least 12 months) such as 
rent, utilities, insurance, cell phone, etc.

! No open collections or judgments

! Bankruptcies
- Chapter 7:  discharged 4 years with 

satisfactory credit reestablished
- Chapter 13:  discharged 2 years with

satisfactory credit reestablished

! Previous foreclosure/deed in lieu " must be over 
5 years old



Seller Contributions

! FHA, VA, RD " restricted to the 
maximum allowed by these programs

! Conventional " calculated as a 
percentage of the lesser of the 
property's sales price or appraised 
value:

a)  6% if LTV is 76% - 80%
b)  9% if LTV is 75% or less



Eligible Property Types
! New or existing single-family homes

! New or existing condominiums

- new units approved by Fannie Mae, Freddie 
Mac or insurer (FHA, VA, RD)

- OR -
- MSHDA abbreviated approval process for up  

to 2 units per project



Eligible Property Types
! New or existing multiple-section manufactured 

homes taxed as real estate and permanently 
affixed to the land

" Units on original site " not moved from previous 
location

" LTV max 80% with MSHDA/Conventional insured 
financing

" LTV max 96.5% with MSHDA/FHA



New Construction
! End financing only " no one-time construction 

loans (bridge loans)

! Construction must be completed prior to  
closing and the purchase by MSHDA

! Requires copy of builders license in loan file 
at the lenders office

! Requires Equal Opportunity Builder Certificate



Property Requirements

! Homes vacant more than 12 months may require 
an inspection if appraisal does not indicate 
working utilities

! Private Roads " perpetual access must be 
guaranteed

! Joint Driveways " joint drive agreement which 
runs with land



Property Requirements

! Non-arms length transaction involving a 
sale must use appraised value instead of 
purchase price 

! Repair Escrows are permitted. $500 
minimum or 1 ½ times the bid or the repair 
amount indicated on the appraisal



Property Requirements
MSHDA loans cannot be used to purchase land
large enough to construct more than one house

! Maximum acreage is 2 acres or
Minimum lot size established by local zoning

! Exceptions may be granted up to a 5-acre 
maximum (additional documentation such as a 
survey or a letter from the local municipality is 
required)

Request for Waiver of Acreage Limitations



Property Requirements

Mortgage Survey required if 

! Property is new construction
! Required by the title company 
! Or case by case basis



Loan Products

! Conventional 80%
! Step " use with FHA & Conventional 80%
! FHA with or without Down Payment Assistance 

(DPA)
! VA
! Rural Development with or without DPA

All MSHDA loans are 30-year, fixed rate



Conventional 80%

! Maximum LTV 80%

! Step Loan available

! Temporary 2/1 interest rate buydown 
permitted

! May be used for manufactured housing



FHA
! Maximum LTV 96.5% 

! Gift allowed for 100% of cash required

! FHA required down payment

! Down Payment Assistance available

! Temporary 2/1 interest rate buydown 
permitted

! Step Loan available

! May be used for manufactured housing



VA

! Maximum LTV as determined by VA

! Gift allowed for 100% of cash required

! Temporary 2/1 interest rate buydown 
permitted

! May be used for manufactured housing



Rural Development

! Maximum LTV as determined by RD

! Gift allowed for 100% of cash required

! Down Payment Assistance available

! Commitment required from Rural 
Development

! May be used for new manufactured housing 



Down Payment Assistance
! May be used for down payment, closing costs, 

prepaid/escrow items " but not for repairs or to 
buy down principal

! Soft second " 0% interest with no monthly 
payments

! Income limits same as single family loan 
programs 

! $7,500 maximum (formula used to determine 
actual DPA amount)

! For use with 2 of MSHDA#s loan products "
FHA & RD



Down Payment Assistance
! Borrower cash investment required "

1% of sales price, may come from 
approved gift source

! Cash asset restriction - $5,000
(includes equity in current home)

! Homebuyer Education required

! DPA loan due on sale, transfer, 
refinance, or repayment of first MSHDA 
mortgage



HomeChoice Program
Down Payment Assistance

! This Down Payment Assistance is a 
second mortgage for a maximum of 8% of 
sales price and $3,000 for closing costs 
and prepaids (not to exceed $12,000)

! Eligible borrowers are either persons with
disabilities or a family-member with a 
disability

! May be used with FHA, Fannie Mae 
HomeChoice, or RD



Neighborhood Stabilization Program

FREE MONEY!



Neighborhood Stabilization Program

! Housing and Economic Recovery Act of 2008 
(HERA) 

- Awarded $98.6 million of federal funds to MSHDA 
to acquire and redevelop foreclosed properties

- $10 million allocated to create two new 
Homeownership products

- Programs will be available on a temporary basis 
while funding is available

- Applications made through MSHDA participating 
lenders



Neighborhood Stabilization Program

! Acquisition Rehab Loan Program

! For purchase of a foreclosed or abandoned        
property by individual borrowers which can 
include rehabilitation funds and down payment
assistance   

! 80/20 Loan Program

! For purchase of a previously foreclosed or   
abandoned property from a Grantee (typically a    
non-profit  agency) who received NSP funds to
purchase and rehabilitate the property



Neighborhood Stabilization Program

! Sales Price

! $224,500 (maximum 
purchase price -
Statewide)

! Discounted purchase 
requirement of 1% 
on Acquisition Rehab 
Loan Product

! NSP Income Limits

! 120% of Area Median 
Income

! Income limits vary 
depending on location 
& family size



Neighborhood Stabilization Program

Eligible Properties

! Existing single-family homes or condominiums

! Existing multiple-section manufactured homes 
on foundations and taxed as real estate (built 
after June 14, 1976)

! All properties must be either foreclosed or 
abandoned as per HUD regulations and located 
in an area of *greatest need+ (Foreclosure Risk 
Factor of 6 or higher)



Neighborhood Stabilization Program
General Loan Terms

! Must be a first-time homebuyer unless 
purchasing in a targeted area

! All adult members of the household must apply 
jointly.  Non-occupant co-borrowers and co-
signers are not permitted

! Borrower must occupy property as primary 
residence within 60 days of closing

! Ratios should not exceed 30%/41%

! 3 rd party contributions limited to 6% of sales 
price



Neighborhood Stabilization Program

General Loan Terms

! Borrower must contribute a minimum of 1% from 
their own funds (may be gifted)

! Borrower must complete 8 hours of 
Homeownership Counseling from a MSHDA 
certified counselor

! Two months PITI in reserves after closing

! No cash back at closing

! No maximum asset limit



Neighborhood Stabilization Program

Credit Requirements

! No minimum FICO credit score required

! No open collections or judgments

! Bankruptcies discharged 4 years with satisfactory 
credit reestablished

! Previous foreclosure/deed in lieu over 5 years old

! Alternative Credit " if no credit history available , 
will accept a minimum of 3 lines of alternative 
credit such as rent, utilities, insurance, cell phone, 
etc.



Acquisition Rehab Loan Program

Program Highlights

! 1st mortgage-MSHDA Conventional

- Maximum 80% LTV 

- 30-year fixed rate mortgage
(at current MSHDA single-family DPA interest rate)



Acquisition Rehab Loan Program
Program Highlights

! 2nd mortgage loan " NSP funded

- FORGIVEABLE over 10 year term at 10% 
per year

- 0% non-amortizing loan

- Maximum $10,000 without rehabilitation

- Maximum $25,000 with rehabilitation

! Maximum CLTV 103%



Acquisition Rehab Loan Program

Program Highlights

! 2nd mortgage loan " NSP funded

- Can include down payment assistance, 
borrower paid closing costs, prepaid 
expenses, and cost of repairs (which may 
include appliances)

- Cannot be used to pay delinquent credit 
obligations, *junk fees,+ or luxury items added 
to the cost of repairs

- HQS minimum property standards within 60 
days of title transfer



Acquisition Rehab Loan Program

Appraisal and Scope of Work

! *Scope of Work+ ordered from qualified inspector

- A qualified inspector is one who is familiar with 
HUD#s Housing Quality Standards (HQS) and local 
building codes " for example someone that may be 
registered with the National Association of Certified 
Home Inspectors (NACHI), American Society of 
Home Inspectors (ASHI), or US Dept. of Housing & 
Urban Development (HUD).

- Inspection fee paid by Realtor/Lender if buyer not 
yet identified (can be charged to borrower and 
reimbursed on HUD 1 Settlement Statement at 
closing)



Acquisition Rehab Loan Program

Process Flow – pre-closing

1. Realtor/lender identifies abandoned/ foreclosed 
property in an *area of greatest need+

2. Realtor/lender orders Scope of Work from 
qualified inspector

3. Property is inspected and Scope of Work lists 
necessary repairs and includes *cost to cure+

4. Accepted Sales Price must be at least 1% below 
*as is  appraised value+



Acquisition Rehab Loan Program

Process Flow – pre-closing

6. Buyer enters contract based on sales price and 
cost to cure

7. Buyer requests two competitive bids from 
licensed contractors to be within 10% of costs 
shown on Scope of Work

8. Lowest, reasonable bid awarded contract

9. Buyer applies for loan with MSHDA participating 
lender



Acquisition Rehab Loan Program

Process Flow – pre-closing

10. Lender refers buyer to MSHDA counseling 
agency for 8 hours of homeownership 
counseling

11. Lender orders appraisal based on sales 
contract, scope of work, and accepted 
construction bid

12. Appraiser completes Environmental Certificate 
and attaches to standard appraisal report



Acquisition Rehab Loan Program

Process Flow – pre-closing

13. Lender completes credit package and 
approves borrower for loan

14. Lender sends credit package to MSHDA for 
eligibility review (24-48 hours)

15. MSHDA issues commitment and provides 
Escrow Disbursement Agreement

16. Lender closes loan



Acquisition Rehab Loan Program

Process Flow – post-closing

1. Title company issues repair escrow check 
(costs of repairs ; inspection/endorsement 
fees) payable to MSHDA and sends check 
and closing package back to lender

2. Lender submits loan closing package to 
MSHDA for review within FIVE business 
days (borrower cannot receive escrow 
disbursement until after loan is purchased)

3. MSHDA reviews closing package for 
compliance



Acquisition Rehab Loan Program

Process Flow – post-closing

4. MSHDA sets up repair escrow file and sends 
welcome letter to borrower explaining draw 
process and provides disbursement request 
forms

5. Builder completes repairs within 60 days

6. Buyer sends disbursement request to 
MSHDA along with evidence of work 
completion (paid receipts, invoices, executed 
lien waivers)



Acquisition Rehab Loan Program

Process Flow – post-closing

7. After MSHDA orders inspection and receives 
title endorsement, a check is issued to the 
borrower and builder

8. Disbursement request process is repeated 
until the final disbursement (not to exceed 3) 

9. Appraiser completes final inspection and 
states that property meets HQS standards

10. Any remaining, unused escrow funds will be 
applied toward principal balance of 1st

mortgage



80/20 Loan Program

Program Highlights

! 1st mortgage " MSHDA 
Conventional

- Maximum 80% LTV

- 30-year fixed rate mortgage 
(at current MSHDA single-family DPA interest rate)



80/20 Loan Program
Program Highlights

! 2nd mortgage " NSP funded

- cannot include  closing costs, prepaid 
expenses, repairs, delinquent credit 
obligations, or *junk fees+

- FORGIVEABLE over a 10 year term at 10% 
per year

- 0%, non-amortizing

- Maximum 20% LTV 

! Maximum 100% CLTV



80/20 Loan Program
Process Flow

1. Grantee has an eligible, previously foreclosed 
property that has been purchased and 
rehabilitated with NSP funds

2. Buyer applies for loans with MSHDA participating 
lender

3. Lender or Grantee refers buyer to MSHDA 
counseling agency for 8 hours of homeownership 
counseling



80/20 Loan Program
Process Flow

4. Lender makes MSHDA reservation for  NSP 
80/20 Loan program

5. Lender completes credit package and approves 
borrower for loan

6. Lender send credit package to MSHDA for 
eligibility review



80/20 Loan Program

Process Flow

7. MSHDA issues commitment 

8. Lender closes loan



Mortgage Credit Certificate (MCC)



Mortgage Credit Certificate (MCC)

! Authorized by Congress in 1984 Tax Reform Act 
to provide assistance by allowing a federal tax 
credit to new, qualified, homebuyers.

! MCC Program re-opened July 13, 2009

! MSHDA set aside $46.4 million for the MCC 
Program

! Available through MCC participating lenders 
throughout the State of Michigan



Mortgage Credit Certificate (MCC)

! Federal Mortgage Interest Credit
(see IRS Publication 530 for more details)

! 20% of annual mortgage interest credited 
against year end tax liability

! Available each year until the original mortgage 
is paid in full, as long as the property remains 
the homebuyer#s primary residence

! Single family, owner occupied principal 
residences



Mortgage Credit Certificate (MCC)

! Sales Price and Income Limits are in effect

! Targeted and Non-Targeted Area Restrictions 
apply

! Applicants will pay a MCC fee of 1% of Loan 
Amount at closing



Mortgage Credit Certificate (MCC)

Calculating the Credit

Total Mortgage Amount x loan Interest Rate =Annual Interest

Annual Interest x MCC Rate (20%) = Tax Credit for the Year

Assuming a mortgage of $100,000 at 5.5% interest, the annual
Tax Credit would be:

$100,000  x  5.5% = $5,500

$5,500      x  20%  = $1,100 annual tax credit



Recapture Tax



Recapture Tax

Because MSHDA loans and Mortgage 
Credit Certificates are funded through 
the sale of tax-exempt bonds, which 
benefits borrowers by lowering the 

loan interest rate, some borrowers are 
required to repay the government a 
portion of their gain upon the sale of 

their home



Reality of Recapture
! Most borrowers will not pay this tax

! For those that do pay, the amount due is 
capped at 6.25% of the original mortgage or 
50% of the gain on the sale 

! To owe a recapture tax ALL of the following 
events must happen:
1) Sell the MSHDA purchased home in nine 

years
2) Earn significantly more income than 

when the home was purchased
3) Gain from the sale



Recapture Reimbursement
! MSHDA recognized that this tax may be a 

concern for borrowers, so the Recapture
Tax Reimbursement Program was 
created. 

! Homeowners that are liable for the tax 
may receive a reimbursement from 
MSHDA by providing an IRS form 8828 
and a signed copy of their IRS 1040 form



Homeownership Counseling Program



Homeownership Counseling

! MSHDA#s Homeownership Counseling 
Program is a statewide network of housing 
counseling agencies offering programs that 
increase homeownership opportunities

! Find a network counselor and the services 
they offer on our website

! Services are free to your clients (DPA 
income limits to qualify for most services)



Available Counseling Services

! Homebuyer education

! Individual pre-purchase 
counseling<

! Financial management<

! Home inspection funds<

! Home maintenance 
training<

! Foreclosure Prevention 
Counseling

* Must have a minor child in home to qualify for so me 
programs and be within 12 months of homeownership



Homebuyer Education
! Topics include

! Debt, debt to income ratios, affordability, 
loan to value, interest rates

! Home inspections, appraisals, and 
purchase agreements

! Home owners insurance, taxes, 
escrows, mortgage insurance, PITI

! Financing, mortgage loan documents and      
the closing process

! Budgeting, credit and avoiding predatory 
loans



Home Inspection Funds

! MSHDA loan must be in process

! Buyer contacts MSHDA Counselor

! Counselor partners with Lender or 
Home Inspector 

! Up to $750 to cover costs at closing 
(must be sited as a condition of the 
purchase agreement)



Business Development Territories



Business Development Directory
Nancy Baker
517.373.1058
bakern1@michigan.gov

Eric Dusenbury
313.456.0626
dusenburye@michigan.gov

Trevor Winterowd
517.373.6807
winterowdt@michigan.gov

Carol Brito
517.373.9866
britoc@michigan.gov

Ben Robertson
313.452.3323
robertsonb@michigan.gov

Website:
www.michigan.gov/mshda

Address:
MSHDA
Homeownership Division 
735 E. Michigan Avenue
PO Box 30044
Lansing, MI 48909


