STATE OF ALABAMA )





  DECLARATION OF NSP 








     RESTRICTIVE COVENANTS
_________ COUNTY, ALABAMA)           
                   AND PROMISSORY NOTE

THIS Declaration of NSP Restrictive Covenants and Promissory Note (herein called the Declaration) is made by ______________ (herein called the Recipient) with its offices located at ___________________________________________.

Under Title III of the Housing and Economic Recovery Act of 2008 (HERA), known as the Neighborhood Stabilization Program (NSP1), the Alabama Department of Economic and Community Affairs (herein called ADECA) agreed to provide to the Recipient Federal assistance authorized by Agreement No. NSP-__-08-___ dated April 28, 2009.  The Recipient used $__________ of these NSP1 funds to acquire and rehabilitate a (select either “single family” or “multifamily”) residential property located at _____________________________________________ (herein called the Property, as identified in Exhibit A) in order to rent such Property.  The Recipient agrees to comply with the State of Alabama NSP1 Substantial Amendment to the PY2008 Action Plan, 24 CFR Part 570 - Community Development Block Grants, and Title III of the Housing and Economic Recovery Act of 2008 (HERA), to include the following:
A. CONTINUED AFFORDABILITY

The Recipient agrees to implement the affordability requirements as stated in ADECA’s NSP1 Action Plan Substantial Amendment and agrees to repay the NSP1 funds in accordance with Paragraph E. below if the housing does not meet the affordability requirements for the specified time period.  The Recipient agrees to a period of affordability of ________ years from the date of project completion which is ________________.  The Recipient must ensure occupancy is by tenants with household income at or below (select either “one hundred twenty percent (120%) or fifty percent (50%)”) of Area Median Income (adjusted for family size) during the affordability period. 
B. ENFORCEMENT OF RENT AND OCCUPANCY REQUIREMENTS 

The Recipient understands that should the rent and occupancy requirements not be met corrective actions as determined by ADECA may be enforced.  Rent will be considered affordable if it falls within the Official Individual Area Fair Market Rents (FMR) as published in the Federal Register.  ADECA will provide the Recipient updated rent limits on a periodic basis as they are updated by the U. S. Department of Housing and Urban Development (HUD).  The Recipient must submit to ADECA its proposed rents and the utility allowances published by the local public housing authority prior to any proposed increases.  ADECA will review and approve proposed rents to ensure rents do not exceed the maximum rent limitations minus the monthly allowances for utilities and services (excluding telephone).  The Recipient must provide ADECA information on the rents and occupancy of NSP1 assisted units on an annual basis, no later than December 31 of each year. 

C. TENANT PROTECTIONS


The Recipient agrees to establish a written lease with each tenant.  Any increase in rents is subject to the provisions of outstanding leases, and in any event, the Recipient must provide tenants of those units not less than 30 days prior written notice before implementing any increase in rents.  Regardless of changes in fair market rents and in median income over time, rents are not required to be lower than the rent limits for the project in effect at the time of project commitment.

D.  MINIMUM STANDARDS


The Recipient agrees that each NSP1 assisted unit will remain suitable for occupancy and meet applicable State and local housing quality standards and code requirements.  The Recipient shall, during normal business hours and upon reasonable notice, make the NSP1 assisted unit(s) available for inspection by authorized representatives of ADECA.
E. PROMISSORY NOTE

The Recipient acknowledges that the primary purpose for the Promissory Note is to ensure compliance with the restrictions provided in this Declaration.  For any breach of these restrictions, the Recipient hereby agrees and consents to pay to ADECA the full amount of the original NSP1 investment, with interest from the date hereof at the rate of zero percent (0%).  However, the NSP1 investment shall be forgiven and reduced on a pro rata basis for each year the Recipient leases the Property to income qualified NSP1 eligible tenant households.  In the event the Property has not been sold or otherwise conveyed by the Recipient and the Recipient is still operating the Property after the end of the affordability period, this Note shall be considered paid in full and the covenants, conditions and restrictions contained herein shall terminate and be of no further force or effect.   
F. ADDITIONAL RESTRICTIONS


The Recipient acknowledges that this Declaration is in the nature of a Restrictive Covenant and Promissory Note which runs with the Property without regard to transfer of ownership, except that it may terminate upon foreclosure or transfer in lieu of foreclosure to be determined at the sole discretion of ADECA.  In the event the Property is sold or suffers loss due to a catastrophic event (i.e. fire, flood, tornado, etc.) before the end of the affordability period, the use of any proceeds received will be negotiated between ADECA and the Recipient.  The Recipient agrees to notify ADECA in writing immediately upon intent to transfer ownership, upon notice of the intent of any person to foreclose any mortgage or lien on the Property, or upon the occurrence of an event which damages or destroys the Property.  The Recipient agrees to all actions reasonably necessary and required by ADECA to substantiate the Recipient’s compliance with the NSP1 continued affordability requirements.


IN WITNESS WHEREOF, the undersigned, being Recipient herein, has executed this Declaration, or caused it to be executed by its duly authorized officers or partners, as evidenced by their signatures below:






RECIPIENT:







_____________






NSP-__-08-___






___________________________________







(Insert Name)






(Insert Title)






___________________________________









    (Date)







ATTEST:







___________________________________









    (Name)







___________________________________









    (Title)







___________________________________









    (Date)
EXHIBIT A

Legal Description of Property
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________ 
Property Address:
_____________________________________________________ 
Property Owner:
_____________________________________________________
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