Pennsylvania Housing Finance Agency

Chapter 18, Sellers’ Guide
Keystone Government Program 
General Program Description
The Keystone Government Program provides first mortgage financing on loans insured by FHA or guaranteed by RD or VA.  Loans are underwritten using the guidelines of the respective federal agency providing the insurance/guaranty.  PHFA does not impose any additional guidelines except as noted in this chapter.  (Note:  Government insured/guaranteed loans may still be reserved under the Keystone Home Loan or Keystone Home Loan PLUS programs, but then must meet the requirements of the those programs.)
Borrower Eligibility

Borrower eligibility is determined by the respective federal agency guidelines.  There is no PHFA-specific income or purchase price limit.  Additionally, there is no first-time home buyer requirement.

Borrowers with a middle or low credit score below 660 will need to complete a homebuyer education class prior to closing provided by one of PHFA’s approved counseling organizations. 
Non-occupying co-borrowers are permitted on FHA-insured Keystone Government Loans.

Property Eligibility

Properties must meet the respective guidelines for the type of financing being obtained. 

In addition, properties must meet PHFA’s guidelines as described in Appendix I of the Sellers’ Guide (e.g., Wood Destroying Insect Cetifications, Well Certifications, etc).  
Closing Cost and Downpayment Assistance
First-time homebuyers (defined as households where no adult occupants have had an ownership interest in their principal residence during the previous three years) are eligible to receive up to $2,000 in assistance through the Keystone Government Assistance Loan to cover closing costs and the minimum required downpayment.  Non first-time buyers are eligible for up to $1,000. Assistance is provided in the form of a zero interest (0%) non-amortized subordinate mortgage that is due upon sale, payoff of first mortgage, refinance or transfer of the property except for transfers by inheritance or transfer between spouses. Borrowers may not receive any cash back at closing. 
Participating lenders will determine the amount of assistance by completing the Needs Assessment Form (Form 56). The funds should be reserved on the reservation of funds form (Form 18) or via the internet at the time the first mortgage is reserved. A copy of the Needs Assessment Form is to be submitted to PHFA in the underwriting package.  

Borrowers receiving assistance may not have liquid assets in excess of $5,000 after closing. Liquid assets are defined as assets that can be readily converted to cash and include such assets as checking and savings accounts, certificates of deposit, money market accounts, stocks, bonds and profit sharing accounts (if the funds can be withdrawn without penalty). Liquid assets are to include assets from all adult members intending to occupy the property.
The Tax Credit Advance Loan Program may be used in conjunction with a Keystone Government Loan; however, it may not be combined with a Keystone Government Assistance Loan.

The HOMEstead Program is not available for use with a Keystone Government Assistance Loan.

Lender Instructions and Procedures

Lender Compensation

PHFA’s compensation to the lender is the same as under the Keystone Home Loan Programs—one point plus $300 to originate the loan and one point for a Servicing Released Premium.  Fees are paid at the time of loan purchase.
Reservation of Funds
Lenders may lock in a loan under the Keystone Government Loan program by using the internet reservation system or by paper reservation (Form 18). 
Underwriting and Closing Procedures
Keystone Government loans are underwritten, closed and funded according to PHFA’s standard procedures as outlined in the Sellers’ Guide and the Master Origination and Sale Agreement.  Loans must also comply with the guidelines of the respective federal government agency depending on the loan type (FHA, RD, or VA). Any exceptions to standard procedures for this program are noted in this chapter. Use Form 51 for the underwriting package submission and Form 58 for submission of the file for purchase. See Form 53 for closing instructions.  
Delegated underwriting is not permitted at this time on Keystone Government Loans. 
The following PHFA-specific documents are not required:  Form 3 (Mortgagor’s/Seller’s Affidavit), Form 4 (Recapture Tax Notice), Form 59 (PHFA Mortgage Rider).

The Original title policy or Instant Short Form Residential Policy must still be included with the purchase package.  Keystone Government loans may be eligible for discounted title insurance if they meet the following, per the most recent manual of the Title Insurance Rating Bureau of Pennsylvania:

Charges for Properties Covered by the Community Reinvestment Act

“When title insurance is issued on a property that has been registered and identified by the insured lender as one participating in a program under the Community Reinvestment Act or under the Pennsylvania Housing Finance Agency Law and that program is designed either: (i) to assist low and moderate income borrowers, or (ii) to assist economically distressed neighborhoods, a Charge of 75% of the basic rate will apply.  This Charge is applicable only where a policy is issued in the amount of $200,000 or less. If an owner’s and loan policy are issued simultaneously, then the higher policy amount must be $200,000 or less in order to qualify for this discount.”

An Administration Fee no greater than $325.00 may be charged to cover the lender’s overhead expenses.  No additional overhead fees such as doc prep, underwriting, etc., may be charged.  The normal and customary fees for expense items may be charged; e.g., credit report, appraisal, etc.  A tax service fee can not be charged.
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