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MAINE STATE HOUSING AUTHORITY

CHAPTER 17 - Natural Disaster Home Assistance Program

Summary:  The Natural Disaster Home Assistance Program is established to provide assistance to homeowners and landlords who are victims of natural disasters.

l.
Definitions.

A.
"Act" means the Maine Housing Authorities Act, 30 M.R.S.A. §455l et seq, as amended.


B.
"Authority" means the Maine State Housing Authority.


C.
"Financial institution" means any bank or trust company, savings bank, savings and loan association, industrial bank, national banking association, federal savings and loan association, mortgage banker, credit union or other such institution which is authorized to do business and located in the State of Maine.


D.
"Homeowner" means the owner of a single-family residence including, without limitation, manufactured housing as defined in 10 M.R.S.A §9002(7)(A) or (B).


E.
"Landlord" means the owner of rental housing located in the State.


F.
"Natural disaster" means any flood, drought, fire, hurricane, earthquake, storm or other catastrophe which has caused the State or portions of the State to be declared disaster areas by the President of the United States or his authorized representative.


G.
"Natural Disaster Home Assistance Fund" means the fund established pursuant to 30 M.R.S.A. §4770-A.

2.
Eligibility Requirements.


A.
To be eligible for assistance under the Program, homeowners must:



1.
Be a resident of the State of Maine and of an area which has been declared a disaster area as a result of a natural disaster;



2.
Have suffered damage to their principal residence as a result of a natural disaster; and



3. 
Have failed to be adequately assisted by federal or other disaster funds as determined by the Authority after consideration of the amount of damage sustained, the amount of assistance received from all other sources, and access to or availability of adequate capital or credit to recover from the effects of the natural disaster.


B.
To be eligible for assistance under the Program, landlords must:



1.
Own rental housing located in an area which has been declared a disaster area as a result of a natural disaster; 



2.
Have suffered damage to the rental housing referenced in Section 2.B.1 above as a result of a natural disaster;



3.
Have failed to be adequately assisted by federal or other disaster funds as determined by the Authority after consideration of the amount of damage sustained, the amount of assistance received from all other sources and the access to and availability of adequate capital or credit to recover from the effects of the natural disaster.

3.
Priorities for Assistance.  Priority for assistance under the Program shall be given to homeowners and landlords based on the following factors:


A.
The income from all sources of the homeowner or landlord.


B.
The assets of the homeowner or landlord.


C.
The availability of credit, assistance or income from other sources including:




a.
financial institutions;




b.
federal relief programs;




c.
investments;




d.
trust funds; and




e.
other similar sources.


D.
The degree of damage sustained by the homeowner or landlord.


E.
The immediacy of the need for assistance.


F.
For rental housing, the percentage of units rented to low income persons.

4.
Forms of Assistance.

A.
Housing assistance for eligible homeowners and landlords may be provided for any of the following purposes:



1.
Reducing interest rates on loans provided by financial institutions;



2.
Insuring payments due under a loan or lease;



3.
Payment of principal, interest, fees or other charges on loans made or insured under the Program; and



4.
Loans or grants to:




a.
Refinance mortgage loans on principal residences and rental housing;




b.
Pay interest or portions of interest on loans; and




c.
Finance replacement homes and home improvements.


B.
When assistance is provided in the form of reducing interest rates on loans, the combined rate of interest paid to the financial institution may be fixed by the Authority after consideration of the availability of Program funds and the current market rates for the type of loan being assisted.


C.
The maximum amount of assistance under the Program available to any homeowner household or landlord is $45,000.  The form, use and amount of assistance provided to any homeowner or landlord shall be determined by the Authority based on the applicant's financial situation, including any outstanding housing debt, the level of damage incurred, and the most cost effective use of limited Program funds.

5.
Grants.
 Grants provided under the Program shall comply with the following:


A.
The grant must be essential to providing housing to the homeowner or landlord.


B.
The income of the grant recipient must be insufficient to repay a loan or reasonable portion thereof.


C.
The maximum grant to any homeowner household or landlord shall be $20,000.


D.
Each grant shall be secured by a mortgage containing a five year due-on-sale clause, or, if a mortgage is infeasible, by a security agreement containing a five year due-on-sale clause.  If the residence or rental housing securing the mortgage or security agreement is sold or transferred within five years of receipt of the grant, the original principal amount of the grant, minus 20% for each full year of ownership from the date of receipt of the grant, shall be repaid to the Authority.  If the grant recipient does not sell or transfer within 5 years, the mortgage or security agreement will be discharged.

6.
Loans.  Loans provided under the Program shall comply with the following:


A.
The maximum amount of loans to any homeowner household or landlord shall be $45,000.


B.
The interest rate shall not exceed 8%.


C.
The term of the loan shall not exceed 30 years. If it is determined by the Authority that the loan cannot be repaid in full within 30 years, the Authority may extend the term to a period in which the loan can be repaid.


D.
The interest rate, term and principal amount will be determined by the Authority for each loan according to accepted prudent underwriting standards and the borrower's ability to pay.  The Authority may establish minimum monthly payment, loan term and loan amount figures to ensure Program efficiency and the cost effective use of Program funds.


E.
The Authority may waive the payment of interest on any loan or portion of a loan for which the interest payment will be an undue hardship.


F.
The repayment of a loan may be deferred until sale or refinancing of the housing, until the end of the term of existing loans or until such other time as the Authority shall determine.


G.
Each loan shall be secured by a mortgage, or, if a mortgage is infeasible, by a security agreement.


H.
The applicant shall possess the legal capacity to incur the obligation of the loan.


I.
All requirements of federal and state laws, rules and regulations now existing or hereafter adopted, applicable to mortgages and mortgage loan transactions, including without limitation truth-in-lending laws, fair credit reporting laws and equal opportunity laws, shall be complied with where applicable.  Each document required to be filed in a public office in order to perfect the mortgage lien shall be properly filed, registered or recorded.

7.
Flood Insurance.  Assistance shall not be provided to homeowners or landlords in connection with residences or rental housing located, or to be located, in a designated floodplain unless they obtain flood insurance in an amount sufficient to cover the assistance received under the Program or the maximum amount available under applicable state and federal law whichever is less. 

8.
Title Opinion or Insurance.

A.
The Authority may require that each loan shall be accompanied by an opinion of an attorney authorized to practice law in Maine or by a mortgagee's title insurance policy which states or insures that the Authority has a good and valid mortgage on the residence or rental housing.  Any title opinion shall state that the underlying examination of title was made in accordance with the Standards of Title, Maine State Bar Association and any other standards specified by the Authority.  Any title insurance policy shall be issued on a standard ALTA form and in an amount acceptable to the Authority by a title insurer authorized to do business in Maine and acceptable to the Authority.


B.
The Authority will determine which encumbrances or exceptions set forth in a title opinion or title insurance policy will be acceptable to the Authority, based on its judgment as a reasonable and prudent state housing finance agency.

9.
Hazard Insurance Coverage.  The Authority may require that property subject to a mortgage loan shall be covered by hazard insurance as follows:


A.
Fire and customary extended coverage insurance in an amount sufficient to cover the outstanding principal balance of such loan.


B.
Hazard insurance policies may provide for a deductible up to the amount of two hundred fifty (250) dollars for each event of loss, applicable to either fire or extended coverage or both.


C.
Each hazard insurance policy shall be issued by a hazard insurance carrier licensed to do business in the State.


D.
Hazard insurance shall be in effect on the closing date of a mortgage loan and the premium shall be paid in advance for a full year from the closing date.


E.
Each policy of hazard insurance shall provide that the insurance carrier will provide written notice to the Authority at least ten (10) days in advance of the effective date of any change in or cancellation of a policy.


F.
Each policy shall otherwise be in form and content acceptable to the Authority.

10.
Home Quality Standards. Residences and rental housing financed or improved under the Program shall be structurally and functionally sound and shall meet all applicable zoning, building, health and similar codes and requirements.  Applicants shall choose their own contractors and subcontractors provided that Program funds shall not be used in connection with contractors listed in the Department of Housing and Urban Development's Consolidated List of Debarred, Suspended and Ineligible Contractors.

11.
Distribution of Program Funds.  


A.
The Authority may make loans and grants available through one or more participating financial institutions.  The Authority may limit the number of participating financial institutions after consideration of the geographic area affected by the natural disaster and the ability to deliver the assistance to the disaster victims in the most efficient and cost effective manner.


B.
Any agreement between the Authority and a participating financial institution shall determine the respective responsibilities of the parties and provide such terms and conditions as the Authority may require consistent with this Rule and the Act to assure effective and efficient distribution of Program funds for eligible purposes.

12.
Prudent Investment Certificate of Reinvestment.  Unless the requirement is waived or modified by the Authority pursuant to the Act, a mortgage loan shall not be eligible for purchase by the Authority unless at or before transfer the financial institution certifies that in its judgment the mortgage loan would in all respects be a prudent investment for its own account and that the proceeds of the sale or its equivalent shall be reinvested in mortgages or notes providing financing for housing within the State.

13.
Coordination with Other Programs.  To the extent possible, assistance will be provided to victims of natural disasters under or in conjunction with the then existing programs of the Authority including without limitation the Home Mortgage Program and the Home Improvement/Energy Conservation Loan Program.  In such cases applicants will be processed to the extent possible under the procedures established for the particular program.

14.
April l987 Flood.  Applications for assistance under the Program by victims of the April l987 flood must be received by the Authority on or before September 30, l987 in order for such individuals to be eligible for assistance.

15.
Additional Requirements.

A.
Any provision of applicable Federal or Maine law, including without limitation the Act, shall take precedence over this rule in the event of any inconsistency.


B.
This rule establishes a pool of eligible persons and does not preclude additional credit or other reasonable criteria and does not confer any right to assistance on persons eligible hereunder.


C.
Assistance under the Program is conditioned on the availability of funds in the Natural Disaster Home Assistance Fund or such other monies which may be used for such assistance as determined by the Authority.


D.
The Director of the Authority, individually or by exercise of the delegation powers contained in the Act, shall make all decisions and take all actions necessary to implement this rule.  Such action of the Director shall constitute final agency action.

BASIS STATEMENT: 
The Natural Disaster Home Assistance Program was established to provide assistance to victims of natural disasters which have resulted in the declaration of disaster areas in the State.  This rule sets forth the restrictions on eligibility and types of assistance to be provided.  Given the immediate need to provide assistance to the victims of the April l987 flood this rule is being adopted immediately as an emergency rule.

STATUTORY AUTHORITY:
30 M.R.S.A. §§465l(l), 4770-B(5)

EFFECTIVE DATE:  May 31, 1987

BASIS STATEMENT:  This rule was previously adopted by emergency.  During the rulemaking process for permanent adoption no comments were received.  A technical correction has been made to the statutory reference in the definition contained in Section 1, subsection D. to clarify the types of manufactured housing allowed in the Program.  Section 5, subsection D was also changed to allow grants to be secured by security agreements if mortgages are infeasible.  Finally, Section 6, subsection G was added to provide that each loan shall be secured by either a mortgage or a security agreement.

STATUTORY AUTHORITY:  30 M.R.S.A. §§4651(1), 4770-B(5)

EFFECTIVE DATE: August 29, l987

EFFECTIVE DATE (ELECTRONIC CONVERSION):
May 8, 1996
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