SUBORDINATION INSTRUCTIONS

(Effective July 25, 2005)
Deferred Loans

The Department will not permit subordination of deferred loans when the applicant is requesting the payoff of unsecured debt(s) be included in the refinance.  In such instances the deferred debt must be paid off.

The Department will consider subordinating to the refinance of superior lien(s) only when the new loan amount does not exceed the amount of the original superior lien(s).  To request approval of these refinances the Department must receive a written request from the originating lender to subordinate the Department’s loan that includes the following:

1. Name & address of the lender actually making the loan

2. New loan amount

3. Term

4. Interest rate

5. Monthly payment

6. Which lien(s) and their amount(s)are to be paid off
7. Closing costs (dollar amount)
8. HUD1/Good Faith estimate

Please note that the Department will not agree to subordinate to transactions that provide cash to the borrower. In addition the request should include a copy of the complete appraisal (Fannie Mae, Freddie Mac) done within the last (90) days, completed and executed loan application, current Property and Judgment Report and/or Title Search/abstract, the department’s Note and Deed of Trust (with a legible Liber/Folio number) and a check, made payable to DHCD, for the $50.00 non-refundable application fee, unless the Department’s loan was made from the SHRP, STAR or HOME programs.  These programs are exempted from the application fee.   Please note the Underwriter may request additional information and/or forms.

* Maximum loan to value is 85% including new loans and liens.  

Forgiven Loans

The Department will consider subordination of forgiven loans.  To request approval of the subordination the Department must receive a written request from the originating lender to subordinate the Department’s loan that includes the following:

1. Name & address of the lender actually making the loan

2. New loan amount

3. Term

4. Interest rate

5. Monthly payment

6. Which lien(s) and their amount(s) are to be paid off
7. Closing costs (dollar amount)
8. Which debts and their amount(s) are to be paid off

9. What settlement costs and expenses are to be paid (with total dollar amount)
10. HUD1/Good Faith estimate


Please note that the Department will not agree to subordinate to transactions that provide cash to the borrower.  A list of the current and proposed lender’s name, position and dollar amount (original and current principal balance) for each mortgage must be provided. Current property and judgment report and/or title search/abstract.  
In addition the request should include a copy of the complete property appraisal (Fannie Mae/Freddie Mac) approved done within the last (90) days, completed and executed loan application, the Department’s Note and Deed of Trust (with a legible Liber/Folio number) and a check, made payable to DHCD, for the $50.00 non-refundable application fee, unless the Department’s loan was made from the SHRP, STAR or HOME programs.  These programs are exempted from the application fee. Please note the Underwriter may request additional information and/or forms.

* Maximum loan to value is 95% including new loans and liens.

Interest only/Escrow only loans

Please see instructions for the deferred loans.

Amortized Loans (Principal and Interest payments)

The Department will consider subordination of amortized loans.  To request approval of the subordination the Department must receive the following information. (Incomplete packages will be returned.)

1. A written request from the originating lender to subordinate the Department’s loan that includes the following:

· Name & address of the lender actually making the loan

· New loan amount

· Term

· Interest rate

· Monthly payment

· Which lien(s) and their amount(s) are to be paid off

· Closing costs (dollar amount)
· Which debts and their amount(s) are to be paid off

· What settlement costs and expenses are to be paid ( with total dollar amount)
Please note that the Department will not agree to subordinate to transactions that provide cash to the borrower.  A list of the current and proposed lender’s name, position and dollar amount (original and current principal balance) for each mortgage must be provided.

2. A Complete Appraisal (Fannie Mae, Freddie Mac approved) done within the past 90 days.  The only exception is refinance of an existing loan and does not increase the debt to which we are already subordinate.

3. Completed and Executed Loan Application.

4. Credit Report as defined by FNMA, FHLMC and FHA/VA guidelines.

5. VOE’s (Paystubs and W2’s)

6. Current Property and Judgment Report and/or Title Search (not a title insurance commitment/binder).

7. Copy of Note and Deed of Trust with the Liber/Folio number at the top of the first page.

8. A check, made payable to DHCD, for the $50.00 non-refundable application fee, unless the Department’s loan was made from the SHRP, STAR or HOME programs.  These programs are exempted from the application fee $50.00 non-refundable processing fee.  Make check payable to DHCD. Please note the Underwriter may request additional information and/or forms.

In situations where the new loan being requested does not exceed the original principal balance and the borrower is only refinancing to lower their monthly mortgage payment, less documentation is normally required.  Items 2, 4, and 5 (which are described above) need not be submitted with the application.

  9.     Good faith estimate

* Maximum loan to value is 95% including new loans and liens.

HURRICANE ISABEL LOANS

The Department will not permit the subordination of Hurricane Isabel loans unless the 

Following criteria are met: 


1.  No cash out
                   2.  Only to reduce the interest rate with no increases in the principal and interest                                                   payment            

3.  LTV may not exceed 115%


4.  No change in secure position of the Hurricane Isabel loan unless


     it is to improve that position


5.  Critical emergencies will only be considered on a case by case basis with


     appropriate documentation. 


To request approval of this subordination the Department must receive a written request from the originating lender that includes the following:

1. Name and address of lender actually making the loan

2. New loan amount

3. Term

4. Interest rate

5. Monthly payment

6. Closings costs (dollar amount)

7. HUD1/Good Faith estimate

In addition the request should include a copy of the complete appraisal (Fannie Mae or Freddie Mac) done within the last (90 days), completed and executed loan

Application, current Property and Judgment Report and or Title Search/abstract, 

A copy of the department’s Note and Deed of Trust (with a legible Liber/Folio number) 

Please note the Underwriter may request additional information and/or forms. 

