PROPOSED REGULATION OF THE HOUSING DIVISION OF
THE DEPARTMENT OF BUSINESS AND INDUSTRY
L CB File No. R136-03

October 8, 2003

EXPLANATION — Matter in italicsis new; matter in brackets femitted-material] is material to be omitted.

AUTHORITY: 81, NRS 319.140; 8§82-14, NRS 319.140, 319.145 and 319.210; 8815 and 16,
NRS 319.140 and 319.210.

Section 1. Chapter 319 of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 to 14, inclusive, of this regulation.

Sec. 2. Asusedin sections 2 to 14, inclusive, of thisregulation, unless the context
otherwise requires, the words and terms defined in sections 3 to 12, inclusive, of this
regulation have the meanings ascribed to them in those sections.

Sec. 3. “Areamedian purchaseprice’” means 95 percent of the median purchase price for
a single-family residence in the area in which the residence islocated, as established by the
United States Department of Housing and Urban Development.

Sec. 4. “Deferred loan agreement” means an agreement that:

1. Evidences a deferred mortgage loan issued to an eligible applicant; and

2. |Issecured by a second deed of trust.

Sec. 5. “Deferred loan program for down payments or closing costs’” means each
program administered by the Division for which the Division uses money received from the
United States Department of Housing and Urban Devel opment pursuant to the HOME

I nvestment Partnerships Act, 42 U.S.C. 88 12701 et seq., to finance deferred mortgage loans.
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Sec. 6. “Deferred mortgage loan” means a loan, the repayment of which is deferred, that

1. Madeto an eligible applicant for the payment of the down payment or the closing costs,
or both, for an eligible residence;

2. Evidenced by a deferred loan agreement; and

3. Secured by a second deed of trust.

Sec. 7. “Eligible applicant” means a person who:

1. Desresto obtain financing for the down payment or the closing costs, or both, for an
eligibleresidence; and

2. Meetsthecriteria set forth in section 13 of thisregulation.

Sec. 8. “Eligibleresidence” means aresidence that:

1. Isasingle-family residence constructed after 1978;

2. Meetsthecriteriafor aprincipal residence set forth in 26 C.F.R. 8 6a.103A-2(d)(3);

3. Hasavalue that does not exceed the area median purchase price;

4. Hasnot been occupied by a tenant, other than the eligible applicant, during the 6
months immediately preceding the date on which the eligible applicant applied for the deferred
mortgage loan;

5. Meetsthecriteriafor underwriting applied by the Federal Housing Administration or
the Department of Veterans Affairs, depending on which entity insures or guaranteesthe
mortgage loan; and

6. Isnotlocated in a designated runway clear zone or clear zone, asdefined in 24 C.F.R.
§51.301(d).

Sec. 9. “Household income”:
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1. Meanstheincome of the mortgagor and of any other person who will beliving in the
eligible residence and who is at least 18 years of age; and

2. Must be determined in accordance with the provisions of 42 U.S.C. § 1437f and the
regulations adopted pursuant thereto concerning determination of income.

Sec. 10. “Median family income” means the percentage of median family income as
prescribed by the HOME | nvestment Partnerships Act, 42 U.S.C. 88 12701 et seq., adjusted for
household size, which is established for each area of this state by the United States
Department of Housing and Urban Devel opment.

Sec. 11. *Participating lending institution” has the meaning ascribed to it in NAC
319.415.

Sec. 12. *Second deed of trust” means an instrument, including, without limitation, a
deed of trust, mortgage deed or other mortgage, that secures a deferred mortgage loan and a
deferred loan agreement and creates a second lien, which isjunior to afirst lien, on afee
interest in real property located within this state.

Sec. 13. An dligible applicant must:

1. Haveobtained or bein the process of obtaining a mortgage loan for the purchase of an
eligible residence pursuant to a program administered by the Division pursuant to NAC
319.300 to 319.489, inclusive;

2. Submit a completed application for a mortgage loan pursuant to NAC 319.300 to NAC
319.489, inclusive, to a participating lending institution indicating his desire to be considered
for a deferred mortgage loan;

3. Haveahousehold income of not more than the median family income;
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4. After paying closing costs for the eligible residence, have not more than $5,000 in
liquid assetsin his possession;

5. Contribute a minimum cash investment of $500;

6. Meet thecriteriafor underwriting applied by the Federal Housing Administration or
the Department of Veterans Affairs, depending on which entity insures or guaranteesthe
mortgage loan; and

7. Have completed a training course on the purchase of a home approved by the:

(a) Entity that insuresor guarantees the mortgage loan; or

(b) Division, if the entity described in paragraph (a) has not approved such a course.

Sec. 14. Each deferred mortgage loan financed by the Division must:

1. Beof an amount that:

(&) Does not reduce the ratio of mortgage payment to income of the eligible applicant,
calculated as prescribed by the Federal Housing Administration, below 29 percent; or

(b) Does not reduce the ratio of total fixed payment to income of the eligible applicant,
calculated as prescribed by the Department of Veterans Affairs, below 41 percent;

2. Not provide for money to be used for any purpose other than the down payment or the
closing costs, or both;

3. Not provideto the eligible applicant at closing any cash refund that is $50 or more;

4. Not create aratio of combined loan to value, including the mortgage loan and the
deferred mortgage loan, exceeding 100 percent; and

5. Meet the applicable requirements of the HOME | nvestment Partnerships Act, 42
U.S.C. 88 12701 et seq.

Sec. 15. NAC 319.420 is hereby amended to read as follows:
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319.420 “Program” means each program administered by the Division pursuant to which

the Division f finances the purchase of

mortgage loans from participating lending institutions.
Sec. 16. NAC 319.545 is hereby amended to read as follows:
319.545 1. TheDivision will determine annually the {:
—@a-Ameunt} amount of money that is available for each program to purchase second

mortgage loans for down payments or closing costs .f-and

2. To select the participating lending institutions that will participate in a program to

purchase second mortgage loans for down payments or closing costs, the Division will:
() Verify the status of the lending institution as a participating lending institution;
(b) Consider the Hevel-and} quality of participation of the participating lending institution in
aprogram administered by the Division pursuant to NAC 319.300 to 319.489, inclusive; and
(c) Consider the extent of previous participation, if any, of the participating lending

ingtitution in a program which is administered by the Division to purchase second mortgage

loans for down payments or closing costs .f;-and

3. TheDivision will issue anotice of acceptance to each fparticipating} lending institution
that is selected by the Division to participate as a qualified participating lending institution in a

program to purchase second mortgage loans for down payments or closing costs.
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