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ACTIVITY:

Fannie Mae 2021
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I. Regulatory Activity: Shared equity programs for affordable housing preservation (12 C.F.R. § 1282.34 (d) (4)).

OBJECTIVE:

1. Increase the purchase of mortgage loans that finance shared equity programs (Do What We Do Best).

SUMMARY OF RESULTS:

Following are the 2021 Actions under this Objective per the [January 1, 2021 Duty to Serve Plan]:

Objective’s components detailed in
the Plan

Corresponding actions taken

Explanation of any deviations from
the Plan (if applicable)

activities to promote, inform, and
educate stakeholders on the model
deed restriction.

launch a marketing initiative to
spur adoption of the model deed
restriction by shared-equity
programs practitioners, and to
promote, inform, and educate
stakeholders on the model
documents. The initial outreach
activity occurred in December 2021
via direct mail outreach to GSN’s
member base of contacts who
administer shared-equity
homeownership programs.

[X] Deploy a model deed restriction | In conjunction with Freddie Mac, N/A
to support implementation of best | Fannie Mae worked with Grounded
practices and standards in the Solutions Network (GSN) to
market, including a marketing develop a model deed restriction
campaign designed to increase with a standardized legal structure
adoption. and documents. The model
documents were published on
GSN’s website for public access in
September 2021.
https://groundedsolutions.org/tool
s-for-success/resource-
library/2021-model-deed-
restriction
[X] Develop and launch outreach | Fannie Mae contracted GSN to N/A
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X Develop or modify marketing
materials to educate and promote
new model documents.

We did not complete updates to
the Selling Guide to accommodate
the model deed restriction during
2021. Therefore, marketing
materials were not updated; Selling
Guide updates need to be complete
before Fannie Mae engages in
promotion of the model deed
documents. For these reasons, we
shifted from creating marketing
materials to engagement with
providers.

Fannie Mae engaged a provider
with a significant scale who is
under contract to build four new,
affordable units and is considering
using a deed restriction to create
and preserve affordability instead
of their traditional subordinate lien
financing product.

framework for shared equity
programs.

party to develop and lay the
groundwork for a shared-equity
certification system that enables
entities to self-certify program level
compliance with Duty to Serve and
Fannie Mae specific community
land trust requirements. This
shared-equity self-certification
framework was finalized during the
first quarter of 2021.

X Identify and, if feasible, In December 2021, we identified N/A
execute any policy or policy impacts and changes needed
programmatic changes necessary | to accommodate the model deed
to accommodate model deed restriction documents.
restriction documents.

[X] Develop a certification Fannie Mae contracted with a third | N/A
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X Create parameters and
structure to identify programs that
comply with DTS shared equity
program requirements.

As part of the self-certification
framework, Fannie Mae worked
with our vendor to create and
finalize questions and parameters
for an electronic application to
determine program compliance
with Duty to Serve and Fannie Mae
community land trust (CLT)
requirements. The parameters and
self-certification structure were
completed prior to the beta test
launch of the platform in April
2021.

N/A

[X] conduct surveys of shared
equity programs to collect program
compliance information.

Fannie Mae launched the beta
testing phase of our program
compliance application in April
2021 with a select list of programs
to test the self-certification
process. Programs were surveyed
via electronic application to gather
information on program structures
and parameters to assess program
compliance with Duty to Serve
requirements.

N/A

|Z Create a communications
plan to ensure eligibility data is
captured, stored, and distributed
timely to lenders.

Fannie Mae created a method for
capturing and sharing program
information with lenders, resulting
in the publication of a list of
certified programs via a Fannie Mae
system.

N/A

X Establish an engagement
model to ensure lender feedback is
gathered and the certification
framework is evaluated for
continuous improvement
opportunities.

Fannie Mae shared the initial list of
certified programs with a group of
lenders during the second quarter
of 2021. We worked throughout the
year to confirm the usability and
functionality of the certification
report and compile suggestions on

N/A
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potential improvements to deliver
more valuable customers.

SELF-ASSESSMENT RATING OF PROGRESS:
X Target met

[ ] Target exceeded

] Target partially completed

[ ] No milestones achieved

IMPACT:

|Z 50 - Very Large Impact
[ ]40

[]30 - Meaningful Impact
[]20

[ ]10 - Minimal Impact

[ ]0-NoImpact

IMPACT EXPLANATION:

1. How and to what extent were actions under this objective impactful in addressing underserved market
needs, or in laying the foundation for future impact in addressing underserved market needs?

Model Deed Restriction

Deed-restricted homeownership is an effective approach to create and preserve affordability for very low-, low-,
and moderate-income homebuyers. However, the shared-equity market is fragmented, serving different
homebuyer income levels through different program structures scattered across the nation. Further, shared-
equity loan products add complexity to the loan origination process and to loan servicing, causing lenders to
add underwriting requirements and additional representations to meet investor requirements. As a result,
lenders tend to avoid originating and selling shared-equity loans to Fannie Mae.

Standardization of shared-equity programs and reduction of additional lender requirements are critical factors
to increasing the volume of shared-equity loans originated and sold to Fannie Mae.

The model deed restriction is a key component to reducing origination burdens for lenders and shared-equity
program practitioners. Fannie Mae’s legal and policy teams dedicated significant effort this year toward
ensuring a model document that will meet the needs of programs, lenders, and investors. During the first half of
the year, Fannie Mae staff, including representatives from legal, policy, and the Duty to Serve team, conducted
extensive reviews of draft versions of the model deed restriction (MDR), subordinate mortgage document, and
draft legal commentary to support the model documents. The Fannie Mae team met with Freddie Mac, GSN and
its law firm to discuss our respective thoughts/feedback on these deliverables, flag areas where the proposed
model documents would not meet Duty to Serve requirements and Fannie Mae policies and provided
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documented comprehensive feedback to GSN. Ultimately, GSN published the final version of the MDR in late Q3,
laying the foundation to streamline shared-equity loan origination - a very important step forward.

We have identified the needed changes to our Selling Guide to accommodate the model deed restriction and a
Selling Guide change is planned for 2022. However, the largest barrier to entry with the adoption of the model
deed restriction is the resale provision noted within the model covenant, which conflicts with the existing
regulation barring private transfer fees for government-sponsored enterprise (GSE) loans. Fannie Mae legal
counsel has raised this issue with FHFA and is awaiting a response. This initiative continues the work Fannie Mae
has undertaken to address many challenges in the shared-equity market, building on past years’ research and
outreach efforts, and creating the foundation for the next steps to encourage market adoption.

Certification Platform

Building on past Duty to Serve efforts, Fannie Mae has continued to promote standardization and simplification
for shared-equity programs, prompting more lenders to participate. To support these efforts, Fannie Mae
contracted with a third-party vendor to successfully develop, launch, and test a shared-equity program
certification system (SEPCS) that allows shared-equity programs to self-certify compliance with Duty to Serve
eligibility requirements. This certification system removes responsibility from lenders to independently assess
programs’ compliance with Duty to Serve requirements for any program listed on the report, thus streamlining
the origination process.

During Q1, Fannie Mae staff and legal counsel worked with the vendor to finalize self-certification parameters,
program application process and questions included in the application process to confirm program-level
compliance with Duty to Serve eligibility. To ensure applicability and ease of use for practitioners, the vendor
leveraged their knowledge and expertise of shared-equity programs and sought feedback from their
membership base of shared-equity practitioners. Fannie Mae provided the vendor with a list of programs, which
were invited to apply in the initial round of certification testing.

We published the list of “Duty to Serve Certified Shared Equity Programs” via the lender-facing technology
platform, FM Connect, and put a process in place to update the list on a quarterly basis to provide lenders with
recent certification information. The initial list of Duty to Serve Certified Shared Equity Programs included 12
certified programs and was made available to a select group of lenders in April 2021. More programs were
invited to apply for certification in Q3, increasing the number to 24 certified programs.

We engaged lenders during Q2 and Q4 to solicit feedback on the certification list to inform future reporting
enhancements and improve the content included in the report and began incorporating this feedback in
October 2021. To increase the number of certified programs, Fannie Mae has worked with the vendor to develop
marketing materials for outreach, and a public launch is scheduled to kick off in early 2022.

In response to lender feedback and to make the certification process more robust and efficient, Fannie Mae
began testing the inclusion of our community land trust (CLT) underwriting requirements as an additional
component of the Shared Equity Program Certification System (SEPCS) and rolled out a variance in October that
affords representation and warrants relief to lenders who sell us shared-equity loans that use CLTs included in
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the SEPCS list. This further streamlines the origination and sale of shared-equity loans to Fannie Mae and
incentivizes lenders by providing them safe harbor for ensuring that the CLT meets Selling Guide requirements.

As of early Q4, nine of 11 lenders have accessed the certification list on 45 different occasions, and 10 Duty to
Serve-eligible loans have been delivered using the Special Feature Code created to identify lender utilization of a
program on the certification report. Going forward, we will look to broaden lender access to the variance

beyond the initial 11 lenders who currently have access to the certification list to help grow the company’s
shared-equity business.

The MDR and certification platform work together to address challenges in the origination of shared-equity
loans and the subsequent sale of those loans to Fannie Mae. These efforts to standardize the shared-equity
market and eliminate additional loan origination requirements provide a sound foundation for the growth of the
shared-equity markets to help increase the supply of housing affordable to very low-, low-, and moderate-
income homebuyers, as well as increase liquidity for shared-equity lending programs.

2. What did the Enterprise learn from its work about the nature of underserved market needs and how to
address them?

Fannie Mae’s continued outreach and engagement with lenders have established that standardization of
shared-equity programs and streamlining of loan origination for shared-equity programs is the most important
change needed to facilitate more efficient financing for these loans. Shared-equity loans are a small portion of
total loan origination volume, so lenders cannot responsibly invest large amounts of resources to learn how to
originate and review these loans for compliance with Fannie Mae requirements.

We learned from shared-equity practitioners that standardization of programs and documents could help them
grow the network of lenders. However, we also learned that shared-equity practitioners have limited resources,
so adopting program changes or a new model document is challenging. That’s why, as part of the awareness,
promotion, and adoption campaign for the MDR that Fannie Mae launched in December of 2021, we have
partnered with an industry-leading technical assistance provider to create a telephone helpdesk, online
training, and in-depth business-to-business assistance. Furthermore, the campaign will include outreach and
promotion of the MDR to consultants who advise and assist shared-equity practitioners to encourage them to
work with their clients to adopt the model documents.

While we are confident that increased standardization will resolve many of the pain points that exist today for
lenders, shared-equity volume is unlikely to grow without an expanded supply of shared-equity homes. We are
supporting expanded supply through our distressed properties initiatives (for details, see “Distressed Objective
2), but any material increase in shared-equity units will likely be the result of increased subsidies (state, federal,
foundation) to facilitate new units.

3. If applicable, why was the Enterprise unable to achieve the Plan target?

Fannie Mae has assessed the needed changes to our Selling Guide to accommodate the MDR and has begun the
process to enact the needed changes. However, a change to our Selling Guide was not completed in 2021 and, as
such, we did not create or modify any marketing materials associated with the MDR. As described previously,
the COVID-19 pandemic caused significant resource constraints for our non-profit vendor partners and impacted
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the timeline to complete the design and publication of the MDR, and the associated changes needed in our
Selling Guide as a result. We did partner with an industry leader to launch an awareness, promotion, and
adoption campaign for the MDR in December of 2021, with the first outreach effort delivered to over 6,000
individuals who represent 350 shared-equity organizations.

Following the publication of the MDR in September, we engaged an affordable housing developer with
significant scale in the Florida market who is considering using a deed restriction to preserve affordability for
new-build houses on an upcoming project. This has afforded us the opportunity to understand the
programmatic decisions made by practitioners when they are considering updating their legal documents and
improve our future marketing and outreach endeavors. The lessons from this engagement will inform our
marketing and outreach plan for 2022.
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ACTIVITY:

l. Regulatory Activity: Shared equity programs for affordable housing preservation (12 C.F.R. §
1282.34 (d) (4)).

OBJECTIVE:

1. Increase the purchase of mortgage loans that finance shared equity programs (Do What We
Do Best).

SUMMARY OF RESULTS:

We made substantial progress in the first two quarters of 2021 on our efforts to increase
standardization in the shared equity market. After exploring various ways to identify Duty to
Serve (DTS) eligible shared equity loan deliveries in the first three years of our Underserved
Markets Plan, we began laying the groundwork in the latter part of 2020 to create a shared
equity program certification system. Rather than placing the burden on lenders to assess
shared equity programs and determine their compliance with DTS and Fannie Mae
requirements, this system leverages shared equity experts to perform an independent third-
party review of shared equity program eligibility. In the first quarter of 2021, we worked with
our vendor, Grounded Solutions Network (GSN), to finalize questions and parameters for the
electronic application used by shared equity programs to seek certification. We also provided
a list of programs for a pilot round of certification. While GSN began to evaluate the initial
applicants for certification, we created the mechanism by which certification information
could be communicated to lenders. In addition, we created the rules and functionality to
enable the publication of the List of DTS Certified Shared Equity Programs in a lender facing
Fannie Mae technology platform. In the early part of the second quarter, we shared with
lenders an initial list of 12 certified programs.

We also added Fannie Mae community land trust (CLT) eligibility validations to the
certification system. This addition removes the lender’s responsibility to evaluate the
eligibility of a community land trust program per DTS and Fannie Mae criteria. This effort has
included efforts to further build-out the certification application to include Fannie Mae-
specific questions for CLTs, and the development of a Selling Guide variance to provide
lenders with safe harbor for program eligibility validation of programs on the List of DTS
Certified Shared Equity Programs. An additional group of 10-15 programs will be invited to
apply for certification in the third quarter of 2021, and the CLT eligibility validation
components will be added to the system by year end.
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In addition to implementing the shared equity program certification, we also made significant
progress in creating model documents for shared equity programs that utilize a deed
restriction mechanism to preserve affordability. Building upon feedback and input provided
by the GSEs in 2020, the vendor for this initiative provided the following deliverables in the
first quarter of 2021:

1. A second draft of the Model Deed Restriction;
2. A first draft of a Second Mortgage Note;
3. A first draft of Legal Commentary to accompany the MDR Covenant; and

4. A memo outlining potential conflicts and recommended changes to the Fannie Mae
Seller and Servicer guides to accommodate the MDR.

In the second quarter of 2021, we met individually with our government-sponsored enterprise
(GSE) counterparts, and with the vendor and its partner to discuss our feedback on the most
recent round of project deliverables. We also convened internally to review and discuss the
Selling and Servicing Guide changes suggested by the vendor in the memo received in the
first quarter. We have begun initial consideration of these recommendations and potential
modifications for Fannie Mae’s guides. This effort will accelerate in the second half of 2021
after receiving the final versions of the model deed restriction and accompanying documents.

Together, the certification system and the model deed restriction documents will help to
standardize and simplify shared equity lending for our lenders. Further, they will contribute
to the expansion of industry best practices to maximize the structure and effectiveness of
shared equity programs.

Following are the 2021 Actions under this Objective as published in the December 14, 2018
Duty to Serve Plan:

[ ] Establish an engagement model to ensure lender feedback is gathered and the
certification framework is evaluated for continuous improvement opportunities.

[X] Create a communications plan to ensure eligibility data is captured, stored, and
distributed timely to lenders.

[ ] conduct surveys of shared equity programs to collect program compliance information.
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[ ] Create parameters and structure to identify programs that comply with DTS shared
equity program requirements.

[ IDevelop a certification framework for shared equity programs.

[] Identify and, if feasible, execute any policy or programmatic changes necessary to
accommodate model deed restriction documents.

[ ] Develop or modify marketing materials to educate and promote new model documents.

[] Develop and launch outreach activities to promote, inform, and educate stakeholders on
the model deed restriction.

[ ]Deploy a model deed restriction to support implementation of best practices and
standards in the market, including a marketing campaign designed to increase adoption.

SELF-ASSESSMENT RATING OF PROGRESS:

<] On-target to meet or exceed the objective

[] Progress delayed and/or partial completion of the objective expected
[ ] unlikely to achieve any milestones of the objective

ADDITIONAL INFORMATION (IF APPLICABLE):
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	2021 Model Declaration of Affordability Covenants
	Article I.
	Section 1.01 Submission of Real Estate. By signing this Declaration, the Homeowner submits the Home to the covenants, conditions, and restrictions of this Declaration for the benefit of the Program Manager.  The Program Manager, together with any agen...
	Section 1.02 Consideration; Value Given and Value Received.  The Homeowner recognizes that the Initial Market Value of the Home is $_____________, but the Homeowner is able to purchase the Home at the lower Base Price of $_____________, due to the red...
	Section 1.03 Any Excess Proceeds of Transfer Go to Program Manager.
	(a) The Homeowner recognizes that it would be contrary to the purposes of this Declaration if the Homeowner could receive more than the Maximum Resale Price as the result of an eminent domain proceeding, foreclosure, or other transfer of the Home. It ...
	(b) In addition to the lien of the Program Mortgage, the Program Manager shall have, and the Homeowner hereby grants and consents to, a lien upon the Home for any Excess Proceeds. Such lien shall be prior to all other liens and encumbrances on the Hom...

	Section 1.04 Term of Declaration is [99] Years.
	(a) This Declaration shall remain in effect for [99] years after the Effective Date (the “Term”), unless terminated earlier by any of the following methods: (i) recordation of a new Declaration upon transfer of the Home to an Eligible Buyer in accorda...
	(b) Upon expiration of the full Term, the Homeowner shall have the option either to (i) record an amendment to this Declaration encumbering the Home for a second [99]-year term; or (ii) pay to the Program Manager the Excess Proceeds that would be rece...
	A. The Program Manager, at its sole cost and expense, will obtain an Appraisal of the Home;
	B. The Program Manager will calculate the Maximum Resale Price as described in Article VIII;
	C. The Program Manager will calculate Excess Proceeds by subtracting the Maximum Resale Price from the fair market value of the Home, as determined by the Appraisal; and
	(i) If the calculation in subparagraph (C) results in a negative number (in other words, if the Maximum Resale Price is higher than the fair market value), the Homeowner will not owe any Excess Proceeds, and the Program Manager shall promptly record a...
	(ii) If the calculation in subparagraph (C) results in a positive number (in other words, if the Maximum Resale Price is lower than the fair market value), the Homeowner shall pay the Excess Proceeds to the Program Manager within 90 days after receivi...

	Section 1.05 Covenants to Run with the Land.  The Homeowner intends, declares, and covenants (a) that this Declaration, including all restrictions, rights and covenants contained herein, shall be and are covenants running with the land, encumbering th...
	Section 1.06  [OPTIONAL:] State and Local Laws Applicable to Program Apply.
	[IF PROGRAM-SPECIFIC STATE OR LOCAL LAWS/REGULATIONS APPLY, REFERENCE THEM HERE.  EXAMPLES FOR CA, CO, MA, AND NJ FOLLOW:]
	CA: This Declaration, including all restrictions, rights and covenants contained herein, implements certain features of the [Below Market Price Housing Program] [Inclusionary Housing Requirements] established under [Municipal] [Town] Code Sections [__...
	CO: This Declaration, including all restrictions, rights and covenants contained herein, implements certain features of the [Inclusionary Housing Ordinance] established under [City] [County] Code Sections [________].  In addition to the Declaration, t...
	MA: This Declaration, including all restrictions, rights and covenants contained herein, is an affordable housing restriction as that term is defined in Section 31 of Chapter 184 of the Massachusetts General Laws, having the benefit of Section 32 of s...
	NJ: This Declaration, including all restrictions, rights and covenants contained herein, implements affordability controls required by the Fair Housing Act (P.L. 1985, c. 222) (the “Act”) to ensure that the Home, which has been designated by the Munic...

	Section 1.07 Defined Terms. Homeowner and Program Manager agree on the following definitions of key terms used in this Declaration.
	(a) “Appraisal”:  A fair market valuation of the Home performed by a duly licensed appraiser, conducted by analysis and comparison of comparable properties, disregarding all of the restrictions of this Declaration.
	(b) “Base Price”:  The total price paid for the Home by the Homeowner, as set forth in Section 1.01.
	(c) “Eligible Buyer”:  A person or group of persons (i) whose household income does not exceed [____]% of the median household income for the applicable Standard Metropolitan Statistical Area or County as calculated and adjusted for household size fro...
	(d) “Event of Default”:  Any violation of the terms of this Declaration or the Program Mortgage unless the violation has been corrected (“cured”) by the Homeowner or the holder of a Mortgage in the period of time specified in a written Notice of Defau...
	(e) “First-Time Homebuyer”:  A person or group of persons satisfying either (i) HUD’s definition as articulated in 24 CFR § 92.2, as may be amended from time to time, or (ii) both of the following criteria:  (A) none has had an ownership interest in h...
	(f) “Ineligible Buyer”:  A person or group of persons, or a person and his or her spouse, not meeting the requirements to be eligible as an Eligible Buyer.
	(g) “Initial Market Value”: The fair market value of the Home, assuming no affordability or resale restrictions, at the time of Homeowner’s purchase, as set forth in Section 1.01 [and documented by the appraiser’s report conducted by [_______________]...
	(h) “Intent-to-Sell Notice”:  Homeowner’s notification to the Program Manager that the Homeowner wishes to sell the Home.
	(i) “Maximum Resale Price”:  The maximum price for which the Homeowner can sell the Home, as calculated under Article VIII of this Declaration.
	(j) “Permitted Mortgage”:  A loan secured by a lien or security interest in the Home, for which the Homeowner has obtained the written permission of the Program Manager pursuant to Section 7.01, together with any modifications, which may be made from ...
	(k) “Permitted Mortgagee”: The lender shown on the security instrument securing a Permitted Mortgage, its assignees and the owner of such Permitted Mortgage.
	(l) “Program Fee”: The monthly fee provided in Section 4.01 that the Homeowner pays to the Program Manager to fund a portion of the Program Manager’s ongoing costs of administering the Program and performing its obligations under Article III (Role of ...
	(m) “Purchase Option”:  As described more fully in Article VIII, Program Manager’s option to purchase the Home at the Maximum Resale Price, which is triggered by (i) Program Manager’s receipt of an Intent-to-Sell Notice from Homeowner, (ii) Program Ma...
	(n) “Repair Reserve Fee”:  [USE THIS OPTION IF HOMEOWNER CAN ELECT TO PAY OR NOT PAY THIS FEE: If the Homeowner elects to participate in the Repair Reserve Fund,] The monthly fee the Homeowner pays to the Program Manager for contribution to the Repair...
	(o) “Resale Fee”:  The fee that the Homeowner pays to the Program Manager upon resale of the Home to compensate the Program Manager for performing certain of its obligations under Article VIII (Transfer of the Home) below.
	(p) “Program Mortgage”:  The mortgage or deed of trust executed by the Homeowner in favor of the Program Manager, dated and recorded the same date as this Declaration, for purposes of securing the Homeowner’s monetary and non-monetary obligations unde...


	Article II.
	USE OF HOME
	Section 2.01 Homeowner Must Use Home as Primary Residence.  The Homeowner must [NJ: at all times] use the Home as Homeowner’s principal place of residence [and must occupy the Home for at least [10] months of each year].  The Homeowner may use the Hom...
	Section 2.02 Homeowner Must Use and Maintain the Home Responsibly and in Compliance with the Law and Other Recorded Documents.  The Homeowner must use the Home in a way that will not cause harm to others or create any public nuisance, and must maintai...
	Section 2.03 Home May Not be Leased, Encumbered, Sold, or Transferred Except as Provided in Articles VII and VIII.  No interest in the Home, including without limitation a fee simple interest, tenancy in common, joint tenancy, community property, tena...

	Article III.  ROLE OF PROGRAM MANAGER
	Section 3.01 Program Manager Has a Right to Conduct Annual Meetings with the Homeowner.  The Program Manager may conduct annual meetings with the Homeowner in the offices of the Program Manager or in the Home or some other mutually convenient location...
	Section 3.02 Program Manager Has a Right to Inspect the Home.  The Program Manager or its agent may inspect any exterior part of the Home on an annual basis at any reasonable time, after notifying the Homeowner at least [_______] day[s] before the pla...
	Section 3.03 Program Manager May Escrow for Taxes, Assessments, and/or Insurance.  Whenever a Permitted Mortgagee declines to escrow funds from the Homeowner for the payment of taxes and assessments under Article IV and for the payment of insurance un...
	Section 3.04 Program Manager Will Review Proposed Capital Improvements.  If the Homeowner wishes to make Capital Improvements to the Home, the Program Manager will work with the Homeowner as provided in Article V.
	Section 3.05 Program Manager Will Facilitate Proposed Financings or Transfers.  If the Homeowner wishes to finance or otherwise transfer the Home, the Program Manager will work with the Homeowner as provided in Article VII or VIII, as applicable.
	Section 3.06 Program Manager’s Successors and Assigns.  The Program Manager may from time to time designate a successor or assign to its rights and obligations under this Declaration, provided that such successor or assign is a governmental body, gove...
	Section 3.07 [USE WHEN THE PROGRAM MANAGER DID NOT BUILD THE HOME: Nonliability of Program Manager for Negligence, Loss or Damage. The Homeowner understands and agrees that the relationship between Homeowner and Program Manager is solely that of a hom...

	Article IV.  [DECLARATION FEES;] TAXES AND ASSESSMENTS
	Section 4.01 [OPTION: Program Fee, Repair Reserve Fee, and Resale Fee.  To compensate the Program Manager for performing its obligations under this Declaration, the Homeowner shall pay to the Program Manager (a) a monthly Program Fee of $[_______]; (b...
	Section 4.02 [OPTION: A Repair Reserve Fund is Established to Support Future Repairs.
	Section 4.03 Fees May Be Adjusted From Time To Time. Program Manager may increase the amounts of the Program Fee [and/or[, with Homeowner’s consent,] Repair Reserve Fee] from time to time, but not more often than once every [odd year] [_____ years], a...
	Section 4.04 Homeowner Is Responsible for Paying all Taxes and Assessments. Homeowner shall pay directly, when due, all taxes, governmental and homeowner association assessments that relate to the Home, unless such taxes and assessments are to be escr...
	Section 4.05 If Homeowner Fails to Pay Taxes, Program Manager may Pay Taxes. If the Homeowner or its Permitted Mortgagee fails to pay the taxes or assessments described in Section 4.04 above, the Program Manager shall have the right to pay such taxes ...
	Section 4.06 If Payment Is Late, Interest Can Be Charged. If the Program Manager has not received any amounts due under this Declaration on or before the required date (the “Due Date”), the Program Manager may require the Homeowner to pay interest on ...
	Section 4.07 Program Manager Can Collect Unpaid Amounts When Home Is Sold. In the event that any amounts due under this Declaration remain unpaid when the Home is sold, including without limitation amounts due to Program Manager under this Article IV ...

	Article V.  IMPROVEMENTS TO THE HOME
	Section 5.01 Homeowner’s Ability to Improve the Home is Limited.  The Homeowner shall not make any Capital Improvements to the Home without the prior written consent of the Program Manager, which consent may be withheld in the Program Manager’s sole a...
	Section 5.02 Requests for Consent from Program Manager. For any proposed Capital Improvements, the Homeowner shall submit a written request to the Program Manager including the following information:
	(a) a written statement of the reasons for undertaking the construction;
	(b) upon request by the Program Manager, a set of drawings (floor plan and elevations) showing the dimensions of the proposed construction;
	(c) a list of the necessary materials, with quantities needed; [and]
	(d) a statement of who will do the work[; and
	(e) if the Homeowner would like to receive a monetary credit for the Value Added by Capital Improvements, as determined subsequently by appraisal at the time of resale of the Home (see Article VIII) (a “Capital Improvements Credit”), a statement reque...
	Prior to granting or withholding consent, the Program Manager may request additional information from the Homeowner within three weeks of receipt of the Homeowner’s request.  The Program Manager shall inform the Homeowner of its decision to grant or w...

	Section 5.03 Building Permits; Right to Inspect.  Prior to the commencement of construction of any Capital Improvements, the Homeowner shall provide the Program Manager with copies of all necessary building permits, if not previously provided.  The Pr...
	Section 5.04 Homeowner May Not Allow Statutory Liens to Remain Against Home. The Homeowner shall not permit any statutory or similar lien to be filed against the Home which remains more than 30 days after it has been filed. The Homeowner shall take ac...

	Article VI.  INSURANCE, DAMAGE OR DESTRUCTION, TAKING FOR PUBLIC USE
	Section 6.01 Homeowner Must Insure the Home Against Loss. The Homeowner shall, at the Homeowner’s expense, keep the Home continuously insured against accidental direct physical loss with a coverage limit equal to the estimated full replacement cost of...
	Section 6.02 What Happens if Home Is Damaged or Destroyed. In the event of fire or other damage to the Home, the Homeowner shall take all steps necessary to assure the repair of such damage and the restoration of the Home to its condition immediately ...
	Section 6.03  What Happens if Some or All of the Home Is Taken for Public Use.
	(a) If all of the Home is taken by eminent domain or otherwise for public purposes, or if so much of the Home is taken that the Home is lost or damaged beyond repair, this Declaration shall terminate as of the date when Homeowner is required to give u...
	(b) In the event of a taking of a portion of the Home that results in damage to the Home that can reasonably be restored to a residential use consistent with this Declaration, then this Declaration shall remain in full force and effect and the damage ...


	Article VII.  FINANCING
	Section 7.01 Homeowner Cannot Mortgage the Home Without Program Manager’s Permission.
	(a) The Homeowner may only grant a lien or security interest, including a mortgage or deed of trust (either at the time of purchase of the Home or subsequent to the purchase of the Home to refinance an existing Permitted Mortgage or to finance home re...
	(b) The Program Manager will not permit such a loan if the loan increases the Homeowner’s total mortgage debt to an amount greater than [____]% of the then current Maximum Resale Price, calculated in accordance with Article VIII below, or if any Permi...
	(c) The Program Manager may require the Homeowner to submit, in writing, certain information about the proposed terms and conditions of such loan at least 30 days prior to the expected closing of the loan.

	Section 7.02 By Signing Declaration, Program Manager Gives Permission for Original Mortgage. By signing this Declaration, the Program Manager gives written permission for the first [and second] priority mortgage or deed of trust signed by the Homeowne...
	Section 7.03 Property Assessed Clean Energy.
	Property Assessed Clean Energy (“PACE”) financing in connection with the Home is prohibited.

	Section 7.04 Survival of Declaration Upon Exercise of Remedies by Mortgagees.
	(a) If the holder of any mortgage, deed of trust, or other encumbrance on the Home (each, a “Mortgagee”) conducts a foreclosure sale, accepts a deed in lieu of foreclosure, or exercises any other right or remedy that results in the Homeowner no longer...
	(i) With respect to any Mortgagee who is also a Permitted Mortgagee, this Declaration shall survive until expiration of the Program Manager’s Purchase Option under Section 8.06 below, specifically 60 days to exercise the Purchase Option and 90 days to...
	(ii) With respect to any Mortgagee who is not a Permitted Mortgagee, Article VIII and all other provisions of this Declaration shall apply to the transfer of the Home resulting from the Foreclosure Action, and Article VIII and all other provisions of ...
	(b) The Homeowner expressly authorizes any Mortgagee to provide Program Manager with any information requested by Program Manager with respect to the obligations secured by a mortgage, deed of trust, or other security instrument encumbering the Home, ...
	(c) The Homeowner understands and agrees that nothing in this Declaration (i) in any way constitutes a promise or guarantee by [MA: DHCD or] [NJ: DCA or] the Program Manager that the Mortgagee shall actually receive the Mortgage Satisfaction Amount, t...


	Article VIII.  TRANSFER OF THE HOME
	Section 8.01 Homeowner May Transfer Home Only in Strict Compliance with Article VIII; Other Transfers Null and Void. Homeowner may transfer the Home only as explicitly permitted by the provisions of this Article VIII (and, in the event of a Foreclosur...
	Section 8.02 [IF LEASING IS PERMITTED IN CERTAIN SITUATIONS:  Home May Only be Leased if Permitted in Writing by Program Manager. Homeowner shall not lease or rent any portion of the Home, except as allowed under the terms of any Permitted Mortgage an...
	Section 8.03 Home May be Transferred to Certain Relatives of Homeowner.
	(a) Subject to the requirements of subsection (b) below, and provided the Homeowner has obtained the written permission of any Permitted Mortgagee, the Homeowner may transfer the Home, or an interest in the Home, without monetary consideration, as fol...
	(i) transfer to the spouse of the Homeowner who by virtue of the transfer becomes a co-owner of the Home with the Homeowner;
	(ii) transfer to the child or children of the Homeowner[, provided such child or children qualify as Eligible Buyers];
	(iii) transfer between spouses as part of a marriage dissolution proceeding; or
	(iv) transfer by the Homeowner into an inter vivos trust in which the Homeowner is the beneficiary.
	(b) Before proceeding with a transfer under this Section 8.03, the Homeowner shall give the Program Manager at least 30 days prior written notice, shall promptly provide the Program Manager with related documentation requested by the Program Manager, ...
	(c) Any transferee permitted under this Section 8.03 shall take title subject to all the terms and conditions of this Declaration, and shall execute and record such documents as the Program Manager may require and/or approve.

	Section 8.04 Home May be Transferred to Certain Heirs of Homeowner.
	(a) If the Homeowner dies (or if the last surviving co-owner of the Home dies), the executor or personal representative of the Homeowner’s estate shall notify the Program Manager within 90 days after the date of the death.  Upon receiving such notice ...
	(i) the spouse of the Homeowner; or
	(ii) the child or children of the Homeowner; or
	(iii) member(s) of the Homeowner’s household who have resided in the Home for at least one year immediately prior to Homeowner’s death.
	(b) Any other heirs, legatees or devisees of the Homeowner must demonstrate to Program Manager’s satisfaction that they are an Eligible Buyer. If they cannot demonstrate that they are an Eligible Buyer, they shall not be entitled to possession of the ...
	(c) Before proceeding with a transfer under this Section 8.04, the executor or personal representative shall give the Program Manager at least 30 days prior written notice, shall promptly provide the Program Manager with related documentation requeste...
	(d) Any transferee permitted under this Section 8.04 shall take title subject to all the terms and conditions of this Declaration, and shall execute and record such documents as the Program Manager may require and/or approve.

	Section 8.05 Home May be Transferred to Certain Buyers. In the event that the Homeowner wishes to sell the Home, the Homeowner shall notify the Program Manager in writing of such wish (the “Intent-to-Sell Notice”) at least 45 days before the Homeowner...
	(a) Appraisal. No later than 10 days after the Program Manager’s receipt of an Intent-to-Sell Notice, the Program Manager shall commission an Appraisal, with copies to be provided to both Program Manager and Homeowner. Program Manager [and Homeowner] ...
	(b) Intent-to-Sell Notice Triggers Purchase Option in favor of the Program Manager or its Assignee. As detailed in Section 8.06, Program Manager’s receipt of the Intent-to-Sell Notice triggers a Purchase Option in favor of the Program Manager or its a...
	(c) If Purchase Option Expires, Homeowner may Sell on Certain Terms. If the 60-day Purchase Option has expired or if the Program Manager or its assignee has failed to complete the purchase within the 90-day period allowed by Section 8.06, the Homeowne...
	(i) Resale Fee to be Paid at Transfer.  The [Homeowner shall pay] [price to be paid by the buyer shall include, in addition to the purchase price,] a Resale Fee to compensate Program Manager for carrying out its responsibilities with regard to the tra...
	(ii) Ability to Sell to Ineligible Buyer in Certain Circumstances.  If the Homeowner has made diligent efforts to sell the Home for at least six months after the expiration of the Purchase Option and the Home still has not been sold, the Homeowner may...
	(iii) Program Manager Shall Have Power of Attorney to Sell Home as Attorney in Fact for Homeowner in Certain Circumstances.  If the Homeowner (a) is not then residing in the Home and (b) has made diligent efforts to sell the Home for at least twelve m...


	Section 8.06 Program Manager Has an Option To Purchase the Home.
	(a) Upon (i) Program Manager’s receipt of an Intent-to-Sell Notice from Homeowner, (ii) Program Manager’s receipt of notice of a Foreclosure Action under Article VII, (iii) any sale or transfer resulting from a Foreclosure Action under Article VII, an...
	(b) If the Program Manager elects to purchase the Home, the Program Manager shall exercise the Purchase Option by notifying the current Homeowner and any Permitted Mortgagee in writing of such election (the “Notice of Exercise of Option”) within 60 da...
	(c) The purchase (by Program Manager or Program Manager’s assignee) must be completed within 90 days after the Program Manager’s Notice of Exercise of Option, or the Purchase Option shall be of no further force and effect with respect to such Option T...

	Section 8.07 Calculation of Maximum Resale Price. Except as specifically permitted in a Foreclosure Action under Section 8.06(a)(iii), so long as this Declaration remains in effect, in no event may the Home be sold for a price that exceeds the Maximum...
	[Appraisal-Based Formula] the lesser of (a) the value of the Home as determined by the Appraisal commissioned and conducted as provided in Section 8.05 above or (b) the price equal to the Base Price, plus [25]% of the Increase in Market Value of the H...
	OR
	[Index-Based Formula] the lesser of (a) the value of the Home as determined by the Appraisal commissioned and conducted as provided in Section 8.05 above or (b) the sum of (i) the Base Price, plus (ii) an amount equal to the Base Price multiplied by t...
	[Fixed-Rate Formula] the Base Price plus an annual increase of [1]% of the Base Price of the Home [compounded annually] [, plus the Capital Improvements Credit].

	Section 8.08 Repairs and Transfer Procedures.  The following procedures shall apply to all transfers of the Home pursuant to Sections 8.05 and 8.06:
	(a) Homeowner Required to Make Necessary Repairs at Transfer. The Homeowner is required to make necessary repairs when he or she transfers the Home as follows:
	(i) The Homeowner shall provide in the sales contract with the person purchasing the Home (the “Buyer”)[, through incorporation of Program Manager’s current Purchase Agreement Addendum into the sales contract as an exhibit or otherwise,] that the Buye...
	(ii) The Homeowner shall provide in the sales contract with the Buyer that the Buyer shall provide a copy of the Inspection Report to Buyer’s lender (if any), the Homeowner, and Program Manager within 10 days after receiving the Inspection Report.
	(iii) The Homeowner shall repair specific reported defects or conditions necessary, in the reasonable discretion of the Program Manager, to bring the Home into full compliance with Sections 2.02 and 3.02 above prior to transferring the Home.
	(iv) The Homeowner shall bear the full cost of the necessary repairs and replacements. However, upon Homeowner’s written request, Program Manager may allow the Homeowner to [draw on the Repair Reserve Fund to pay all or a portion of the repair costs p...
	(v) The Homeowner shall allow Program Manager, Buyer, and Buyer’s building inspector and lender’s representative to inspect the repairs prior to closing to determine that the repairs have been satisfactorily completed.
	(vi) Upon sale or other transfer, Homeowner shall either (A) transfer the Home with all originally purchased appliances or replacements in the Home in good working order or (B) provide the Buyer with cash at closing sufficient to purchase a comparable...
	(b) Deed, Declaration, and Program Mortgage to be Prepared. The Home shall be conveyed by the Homeowner by a good and sufficient deed commonly used in the jurisdiction for single family residences conveying a good and clear record and marketable title...
	(c) Distribution of Sales Proceeds.  The proceeds of any sale conducted in accordance with this Article VIII shall be distributed as follows: First to satisfy Permitted Mortgages in order of priority, second to pay the Program Manager’s Unpaid Amounts...

	Section 8.09 No Promises Made as to Future Sales.  Nothing in this Declaration [MA: or the Regulatory Agreement] constitutes a promise, commitment or guarantee by [MA: DHCD, MassHousing, the Municipality or] the Program Manager to sell or purchase the...

	Article IX.  ENFORCEMENT
	Section 9.01 What Happens if Homeowner Fails to Make Payments to Program Manager That are Required by the Declaration.  It shall be an event of default if the Homeowner fails to pay the Program Fee or any amounts when due under this Declaration or the...
	Section 9.02 What Happens if Homeowner Violates Other (Nonmonetary) Terms of the Declaration. It shall be an event of default if the Homeowner fails to abide by any other requirement or restriction stated in this Declaration, the Program Mortgage, and...
	Section 9.03 What Happens if Homeowner Defaults as a Result of Judicial Process. It shall be an event of default if the Home is taken on execution or by other process of law, or if any assignment is made of the Home for the benefit of creditors, or if...
	Section 9.04 A Default (Uncured Violation) Gives Program Manager [MA: and Municipality] the Right to Exercise Rights and Remedies. Upon the occurrence of an event of default that continues beyond any applicable cure period, [MA: the Municipality and] ...
	(a) The right to enforce this Declaration independently by appropriate legal proceedings and to obtain injunctive and other appropriate relief on account of any violations including without limitation relief requiring restoration of the Home to the co...
	(b) The right to exercise the Purchase Option under Section 8.06 above;
	(c) In the case of a default under Section 9.02 or 9.03, the right to exercise all rights and remedies under the Program Mortgage, including without limitation the institution of foreclosure by judicial proceeding or private sale;
	(d) Without limitation of any other rights or remedies of [MA: the Municipality and] the Program Manager, or [MA: their] its successors and assigns, in the event of any sale, conveyance, financing, refinancing, or other transfer or occupancy of the Ho...
	(i) specific performance of the provisions of this Declaration;
	(ii) money damages for Excess Proceeds and Unpaid Amounts, if applicable;
	(iii) if the violation is a sale or other conveyance of the Home to an Ineligible Buyer except as permitted herein, the option to locate an Eligible Buyer to purchase or itself purchase the Home from the Ineligible Buyer on the terms and conditions pr...
	(iv) the right to void any contract for sale or any sale, conveyance or other transfer of the Home in violation of the provisions of this Declaration, by an action in equity to enforce this Declaration; and
	(v) money damages for the cost of creating or obtaining a comparable dwelling unit for an Eligible Buyer.
	(e) In addition to the foregoing, the Homeowner hereby agrees and shall be obligated to pay all fees and expenses (including legal fees) of the Program Manager [MA: and/or the Municipality] in the event successful enforcement action is taken against t...
	(f) The Homeowner for himself, herself or themselves and his, her or their successors and assigns, hereby grants to the Program Manager [MA: and the Municipality] the right to take all actions with respect to the Home which the Program Manager [MA: or...
	(g) All rights and remedies set forth in this Section 9.04 are subordinate to the rights of Permitted Mortgagees as set forth in Sections 1.03, 4.01, and 4.07 of this Declaration.

	Section 9.05 What Happens if Program Manager Defaults. The Program Manager shall not be in default in the performance of any of its obligations under this Declaration unless and until the Program Manager has failed to perform such obligations for 60 d...

	Article X.  MEDIATION
	Section 10.01 Nothing in this Declaration shall be construed as preventing the parties from utilizing any process of mediation in which the parties agree to engage for the purpose of resolving a dispute.
	Section 10.02 Homeowner and Program Manager shall each pay one half (50%) of any costs incurred in carrying out mediation in which the parties have agreed to engage.

	Article XI.
	NOTICES, RIGHT OF FIRST REFUSAL, AND OTHER PROVISIONS
	Section 11.01 Notices. Whenever this Declaration requires either party to give notice to the other, the notice shall be given in writing and delivered in person or mailed, by certified or registered mail, return receipt requested, to the party at the ...
	Section 11.02 Severability. If any part of this Declaration is unenforceable or invalid, such material shall be read out of this Declaration and shall not affect the validity of any other part of this Declaration or give rise to any cause of action of...
	Section 11.03 Right of First Refusal in Lieu of Option. If the Program Manager ever has reason to believe that the provisions of the Purchase Option set forth in Article VIII of this Declaration have, for any reason, become unenforceable, the Program ...
	(a) If the Homeowner receives a bona fide third party offer to purchase the Home which the Homeowner is willing to accept, the Homeowner shall give written notice of such offer (the “Notice of Offer”) to the Program Manager setting forth (i) the name ...
	(b) If the Program Manager exercises the right to purchase the Home, such purchase shall be completed within 60 days after the Notice of Intent to Purchase is given by the Program Manager (or if the Notice of Offer shall specify a later date for closi...
	(c) Should the Program Manager fail to exercise the right of first refusal within the Election Period, then the Homeowner shall have the right (subject to any other applicable restrictions in the Declaration, including without limitation Section 8.08)...
	(d) Any sale or transfer contrary to this Section 11.03, when applicable, shall be null and void.

	Section 11.04 Waiver.
	(a) The waiver by Program Manager at any time of any requirement or restriction in this Declaration, or the failure of Program Manager to take action with respect to any breach of any such requirement or restriction, shall not be deemed to be a waiver...
	(b) The subsequent acceptance by Program Manager of any late payments shall not be deemed to be a waiver of any preceding breach by Homeowner of any requirement or restriction in this Declaration, other than the failure of the Homeowner to make the pa...

	Section 11.05 Construction. Whenever in this Declaration a pronoun is used it shall be construed to represent either the singular or the plural, masculine or feminine, as the case shall demand.
	Section 11.06 Headings and Table of Contents. The headings, subheadings and table of contents appearing in this Declaration are for convenience only, and are not a part of this Declaration and do not in any way limit or amplify the terms or conditions...
	Section 11.07 Parties Bound. This Declaration sets forth the entire agreement between Program Manager and Homeowner with respect to the subject matter of this Declaration; it is binding upon and inures to the benefit of these parties and, in accordanc...
	Section 11.08 Governing Law. This Declaration shall be interpreted in accordance with and governed by the laws of the State in which the Home is located.  The language in all parts of this Declaration shall be, in all cases, construed according to its...
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