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Borrower Qualifications

Borrowers must be qualified first time homebuyers who are in the process of purchasing a single family dwelling within the city limits of the City of Drain. A first time homebuyer is an individual or household that has not owned a home as their primary residence for the last three years (unless they are a displaced person).

Borrower shall use the home purchased under this program as their primary residence.

Borrower must meet the income eligibility limits set by the program in order to qualify for City assistance. Household income must not exceed the rate prescribed by Oregon Housing and Community Services for the Oregon Bond program of $64,600.00 for a 1 to 2 person household or $74,290.00 for 3 or more persons in the household (these amounts are subject to change).Total household income means the total income of all residents of the household. At close of escrow, households cannot have liquid assets in excess of $7,500.00. 

Loan amounts are limited to a maximum of 20% of the purchase price, not to exceed $35,000.00.

Borrower must provide sufficient documentation of income to the City for use in determining the borrower’s income level. Final determination of an applicant’s income level and program eligibility shall be the sole discretion of the City or City’s agents. 

Borrower must submit a complete application at least four weeks prior to their scheduled close of escrow. Upon determination of eligibility for the program, borrower shall receive a letter stating the maximum amount of loan funds a buyer is eligible for. This letter determines eligibility only. Since funding is limited and is available on a first come first serve basis, a letter of eligibility is not a guarantee that funds will be available to the borrower when requested. 

Borrower must provide funds in an amount equal to a minimum of 1% of the purchase price for use as a down payment.  These funds may be a gift. These funds must be placed into escrow prior to close and proof of availability of funds sent to the City before disbursal of City funds.

Homebuyer must successfully complete a City approved first time homebuyer training program and financial fitness training prior to the close of escrow.

Priority shall be given to persons who live and/or work in the City of Drain. Elected officials and City employees are eligible and must be preapproved by City Council.

Home Purchase Qualifications

Homes purchased must be existing single family residences located within the city limits of the City of Drain. Homes purchased in other cities or in the unincorporated area within or surrounding the City of Drain do not qualify for the program.

Homes purchased must be single-family residences. Manufactured homes must be on a permanent foundation and manufactured homes in parks do not qualify for the program. 

Buyer must obtain a written property inspection report from a qualified home inspection company prior to the close of escrow.  This report must cover all major systems in the house including but not limited to electrical, plumbing, foundations, drainage systems, paint, and all built-in appliances. House must pass a pest and dry rot inspection and meet basic safety requirements.

The sales price cannot exceed HUD’s value limits for the area ($413,000) 

Loan Qualifications

Borrower shall enter into a loan agreement with the City of Drain covering the total amount of funds lent by the City. A promissory note between the buyer and the City describing the loan terms shall be executed as well as a deed of trust with resale restrictions. Failure by borrower to comply with the terms of the promissory note and/or trust deed may result in the default of the City’s loan.

· Funds may be used as down payment assistance and/or to pay for nonrecurring closing costs

· Total down payment assistance shall not exceed 20% (maximum $35,000) of the purchase price of the home

· Repayment shall be due at time of transfer of title or refinance

· Loan shall be subordinated only for rate and term refinances (no cash out) and at the sole discretion of the City

· Eligible closing costs including points shall not exceed 2% of the purchase price

· Interest at a fixed rate of 5% shall accrue for a period of 10 years after which time no additional interest will be charged. Payment of accrued interest shall be deferred and due along with the principal at time of transfer of title or refinance.

Loan funds may be used only to purchase a house and to pay for any nonrecurring closing costs associated with purchasing the home. Buyer shall not use loan funds to finance repairs, room additions or to purchase any non-real property. No cash out allowed.

Total loan amounts and closing costs may not exceed the lesser of either 99% of the appraised value of the home or 99% of the purchase price. This must be confirmed prior to the close of escrow through the submission of an appraisal report prepared by a licensed real estate appraiser. The appraisal must have been completed less than six months prior to the close of escrow.

Borrower must have sufficient creditworthiness to qualify for a first mortgage from a City approved lender.  First mortgages must be fixed rate loans with no negative amortization, balloon payments or adjustable rate features. City reserves the right to deny approval of a loan based on negative terms of the first mortgage.

Fulfilling the above requirements is the sole responsibility of the homebuyer. Failure to fully satisfy the above program requirements as determined by the City or City’s agent may result in a delay in funding or in loan denial.

Loan Disbursement Guidelines

To reserve funds for 60 days:

Items to be submitted with application:

· Copy of the executed purchase agreement

· Copy of loan qualification letter for first mortgage

· Copy of Truth in Lending Statement from first mortgagee

· Evidence of Borrowers 1% down payment

· Copy of First Time Homebuyer and Financial Fitness training certificate


To disburse funds into escrow:

· Title Company name, address, contact person, phone number and escrow number
· Itemization Sheet
· Evidence of buyer’s down payment in escrow
· Appraisal
· Termite Clearance
· Copy of Property Inspection report
After Escrow Closes:

· Title insurance naming City as beneficiary
· Evidence of homeowners insurance naming City as mortgagee
