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Introduction to

HUD’s Good Neighbor Next Door Program

If you are a teacher, police officer, firefighter, or EMT, you could have a unique

opportunity to purchase a HUD home at a 50% discount, and if you finance with

FHA, your down payment could be $100. This opportunity is because of HUD’s

Good Neighbor Next Door Program (GNND). These homes are available only in

Revitalization Areas and only when a FHA financed home is foreclosed. In the

last 14 months there were 11 of these homes available in Bremerton, so the

opportunity is limited, but these homes do come up for sale from time to time.

This brochure will provide details about the program, and help you determine if

you are eligible. If you have questions or need additional information, please

contact Pat Conlen at 206-220-5364 or email her at patricia.conlen@hud.gov.

You may also contact Kim McCollim at 206-220-5446 or email her at

kim.mccollim@hud.gov. You may also contact any of the resources mentioned

on the last page of the brochure.

May 2015
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Program Features

Good Neighbor Next Door (GNND)
Objective

The GNND is a HUD initiative that promotes

homeownership and community revitalization by

offering an incentive to certain community oriented

occupations to purchase HUD-owned properties

located in Revitalization Areas. In developing the

program, HUD thought that GNND participants would

serve as role models for the community who, in turn,

would encourage homeownership and neighborhood

stabilization.

Revitalization Areas

Revitalization Areas are HUD-designated

geographic areas authorized by Congress under

provisions of the National Housing Act. The

designation was created to help stimulate

neighborhood revitalization by providing

expanded homeownership opportunities.

Revitalization Areas typically exhibit low income,

low owner-occupancy and/or high foreclosure

rates.

G NN D I n ce n t ives

The GNND incentives include an exclusive seven

day listing period, a discount of 50% off the list

price of the property and $100 down payment if

FHA-insured financing is selected to purchase the

house. The 50% discount is recognized

immediately after closing in the form of a no

interest rate, no monthly payment ‘silent’ second

mortgage for 50% of the property’s list price.

The ‘silent’ second is released when the

participant satisfies all GNND program

requirements.

The GNND participant makes their monthly

house payment only on the first mortgage

amount which is 50% of the purchase price plus

allowable financed fees and charges.

GN N D P a r t ic ip an t

Eligible GNND participants include:

 Law Enforcement Officers

Officers must be employed full-time by a

law enforcement agency and have

general arrest authority with the federal,

state, local or Indian tribal government.

 Teachers

Teachers must be employed as full-

time classroom teachers by a state-

accredited public or private schools

for grades pre-kindergarten through

12. The school must serve students

from the area where the property is

located.

 Firefighters and EMTs

A firefighter or EMT must be employed

full-time by a fire department or

emergency medical services responder

unit of federal, state, local or Indian tribal

government serving the area where the

home is located.
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Program Features

GNND participants must commit to live in the

property for 36 months as their sole residence.

Participants or their spouses may not have

owned a principal residence for 12 months

preceding placing a bid on a property and

may participate in the GNND only one time.

Location of Property

Except for police officers with general arrest

authority, participants must purchase a home in

the area in which their job is located or

serves. Requests for exceptions can be

directed to the HUD REO Asset Manager noted

in the listing.

The GNND Property

Only single unit HUD REO properties, including

townhouses and condominiums, are eligible for

GNND. Multiple unit properties (duplex, triplex

and four-plex) are not eligible. All HUD REO

properties are sold “as is”. HUD recommends to

all buyers that for their protection they

purchase a property inspection.

The GNND Bid and Lottery Process

All buyers of HUD-owned properties including

GNND participants must use a HUD-registered

real estate broker or agent to submit their offer

to purchase.

To assure fair and equal competition, GNND

participants must submit their bid at the

property’s current listing price - no more, no

less. The winning bid is selected by lottery. Two

(2) back-up bids are selected in case the winning

participant is not able to close.

Financing the Purchase

The GNND participant may purchase the

home with cash or obtain a conventional,

VA, USDA/Rural Development or FHA-

insured mortgage to finance the purchase.

FHA will require the lender to complete a

verification of occupancy form.

FHA Financing

When the GNND participant uses an FHA-

insured mortgage to purchase the home,

then the down payment will be reduced

from FHA’s standard down payment

requirement of 3.5% of the purchase

price to only $100.

Using FHA Financing to Purchase a

Property That Requires Repair

If the property requires repair,

rehabilitation or remodeling, then the

GNND participant may apply for an FHA

203(b) with Repair Escrow, FHA 203 (k)

or FHA Streamlined (k) mortgage loan.

 The FHA 203(b) with Repair Escrow

enables a GNND participant to include

up to $5,000 of required repairs into

the FHA loan amount.

 The FHA 203(k) is used in conjunction

with properties that require structural

repairs or repairs totaling more than

$35,000.
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Program Features

 The FHA Streamlined (k) is used for

properties that require minor or non-structural

repairs totaling $35,000 or less.

Closing

At closing the GNND participant will sign two (2)

promissory notes and two (2) mortgages:

 The participant’s monthly house payment will

be based on the first mortgage amount

which is 50% of the purchase price plus

financed fees and other charges as well as

the upfront and annual mortgage insurance

premiums and the cost of repairs, remodel

or rehabilitation, if an FHA loan is utilized.

 The second mortgage is a ‘silent’ second and

represents the GNND incentive of 50% of

the listing price and has no monthly

payment.

After Closing

Annually, participants must certify that they

are occupying the home as their primary

residence. Failure to certify occupancy can

result in forfeiture and repayment of the GNND

incentive, criminal and/or civil penalties.

At the end of three years, HUD will release the

second mortgage provided that the participant

has:

 Completed and returned all required annual

Certifications, and

 Has complied with all other GNND

Regulations.
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How To Find a HUD GNND Home

http://www.hudhomestore.com

The HUD Home Store is the primary listing site for all HUD Real Estate Owned (REO) single

family properties, including those offered for sale under GNND.

Interested buyers can search the inventory of HUD REO properties by various criteria including

location, price, number of bedrooms and more.

 Click the Buyer Type box to locate the GNND.

 Refer to the FAQ tab for additional information
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Receive E-Mail Alerts of HUD REO Properties for
Sale

Interested buyers of HUD REO Properties can be alerted by e-mail when a

property meeting their search criteria becomes available by following these

instructions:

 Go to www.hudhomestore.com and register as a public user and search

for properties.

 Select your search criteria. After the results appear, click Saved Search

to save those search parameters.

 Note: If the search produces 0 results, you will not be able to save it. You

must increase the parameters that produce a result in order to have a

Saved Search (i.e., add a county, and select all buyer types).
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If the home’s listing period is “Lottery”, then this maybe a GNND home.

To determine if this is a GNND home, click on the Property Case Number. If

this is a GNND property, the Property Details will state that Eligible Bidders

include Good Neighbor Next Door Participants.
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Alert Frequency

To receive email notification of new listings meeting your search criteria:

 Log in to your account.
 Click on Saved Searches and then Alert Frequency will appear.

 Click on “Edit Frequency” and select how frequently e-mail alerts of
property listings are to be sent – (daily recommended).

 Check the “Receive Email Alerts” box, select Daily, and then Submit.

 Buyers can stop the e-mails at any time by unchecking the “Receive
Email Alerts” check box or by deleting the saved search.

Locating a HUD-registered Real Estate Broker or Agent

Interested buyers of HUD REO properties must use a HUD-registered real estate

broker or agent to submit a bid to purchase a HUD REO property.

To locate a broker, click the Find a Broker link at the top of the main page
of www.hudhomestore.com.
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Q&A: Good Neighbor Next Door Sales

Question: What Is the Good Neighbor Next Door (GNND) Sales Program?

Answer: HUD wants to strengthen America's communities. The Good Neighbor Next

Door Program offers HUD owned single family (one-unit) homes to eligible

participants at a 50% discount.

Question: Am I Eligible for the GNND Sales Program?

Answer: Law enforcement officers, teachers and firefighters/emergency medical

technicians who meet all other requirements of the program are eligible to purchase an

available home.

Question: How Much of a Discount Can I Get on a HUD Home?

Answer: You can get a 50 percent discount off the HUD appraised value. For example,

if HUD lists a home at $100,000, you can buy it for $50,000, provided you occupy the

home as your personal residence for the required occupancy period. If you qualify for

any FHA-insured mortgage program, your down payment is only $100 and you may

finance closing costs.

Question: What Kind of Mortgage Financing Do I Need?

Answer: You may use FHA, VA, or conventional mortgages, or cash. HUD requires you

to sign a Second Mortgage and Note on the discounted amount (which is $50,000 in the

example above). No interest or payments are required on this "silent second" mortgage

if you live in the home for the entire 36 month occupancy period. You may be required

to pay a pro-rata portion of the discount to HUD should you fail to fulfill the three year

occupancy requirement.
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Question: What is the Occupancy Period?

Answer: You must live in the home as your sole residence for a full 36 months. The

purpose of the program is to strengthen communities by encouraging employed,

professional law enforcement officers, teachers and firefighters/emergency medical

technicians to live in the community. You will have 30, 90 or 180 days to move into the

home you purchase, depending on HUD's determination of the condition of the home

and the level of repairs that may be required, if any. The 30th, 90th or 180th day is the

start date for the occupancy period. You are released from all obligations under this

program at the end of the 36th month following the start date. HUD views the

occupancy obligation seriously and vigorously pursues violators to the fullest extent of

the law.

Question: What Is an FHA Rehabilitation Mortgage and How Can It Help Me Buy a

HUD Home?

Answer: The FHA 203(k) mortgage program helps homebuyers buy a home and have

enough money to rehabilitate or repair it. Repairs must cost more than $5,000. The

cost of the repairs and the mortgage are combined into a single monthly payment.

Consider FHA's 203(b) program if needed repairs are under $5,000. These financing

options need to be discussed with a lender.

Question: Can I Sell the GNND Home after 3-years and Keep the Profit?

Answer: Yes. After you live in the GNND home 3 years, you can sell the home and

keep any equity and/or appreciation.

Question: Do I Have to Use a Real Estate Broker or Agent to Buy a GNND Home?

Answer: Yes.

Question: Do I Have to Be a First Time Homebuyer to Take Advantage of the

Program?

Answer: No. However, you may not own any other residential real property at the time

you submit your offer to purchase a home; and for one year previous to that date. For

example, if you submit an offer to purchase a home on August 1, 2007, you may not

have owned a home during the period from July 31, 2006.
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Question: Where Are These Homes Located?

Answer: The HUD homes are located in designated Revitalization Areas. There are

hundreds of Revitalization Areas located in the United States.

Question: Does HUD Provide a Home Warranty?

Answer: No. All GNND homes are sold "as is," without any kind of warranty.

Question: Can I Buy Multiple Unit Properties (E.g., Duplexes, Triplexes, Etc.) through

the Officer Next Door Program?

Answer: No. You can only buy a single-unit home, townhouse, or condominium

through the GNND Program.

Question: Do I Have to Pay Earnest Money or Other Deposits in Order to Submit a

Contract for a GNND Home?

Answer: Yes. The amount of the earnest money deposit required is an amount equal

to one percent of the list price, but no less than $500 and no more than $2,000. HUD

considers all offers to be a commitment to purchase a home if you are awarded the

sale. Therefore, please carefully consider your offer and be aware of HUD's policy on

earnest money as stated here: If an offer is accepted, the earnest money deposit will

be credited to the purchaser at closing. If the offer is rejected, the earnest money

deposit will be returned. Earnest money deposits are subject to total forfeiture for

failure of the participant to close a sale.

Question: Can I Bargain with HUD on the Price of a GNND Property?

Answer: No. You must offer the exact HUD list price when bidding on any GNND

property. Then you get a 50 percent discount off of that list price.

Question: What if I Leave the employment, that made me eligible, for Any Reason,

during the Mandatory 3-year Residency Period?

Answer: Nothing happens, but you must continue to live in the home for the full 36-

month mandatory occupancy period. If you move out of the GNND home, you will have

to repay HUD on a prorated schedule. In addition, you must certify that it is your good

faith intention to remain employed as a law enforcement officer, teacher or

firefighter/emergency medical technician for one year beginning with your purchase. Do

no attempt to participate in the program if you know in advance that you will not be

employed as required for at least one year.
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Question: Some Agencies Have Other Homebuying Programs. Can the GNND Program

Work in Conjunction with These?

Answer: Yes, as long as you can meet all the GNND program rules while participating

in these other programs.

Question: What Happens if a Participant Fails to Honor the 3-year Occupancy

Requirement?

Answer: HUD can demand repayment of the discounted amount on a prorated basis.

That means you would have to repay 1/36th of the discount you received for each

month that you did not occupy the home. HUD also may initiate administrative

sanctions including, but not limited to, barring the GNND purchaser from participating in

any HUD/FHA programs, as well as other federal programs. In any case of fraud or

abuse, HUD will refer the case to HUD's Office of the Inspector General for investigation

and possible criminal prosecution. HUD may also notify the GNND

purchaser's employing agency. Criminal prosecution and conviction for fraud and abuse

concerning the GNND Program can result in a fine of up to $250,000 and/or two years

in federal prison.

Question: How Does HUD Enforce the 3-year Residency Requirement?

Answer: The participant must certify he or she is living in the GNND home as a sole

residence at the time of purchase and each year after that. HUD can conduct spot

checks to make sure the GNND home is your sole residence at any time during the 3-

year period. You also must sign a note and mortgage for the discount amount. HUD

may foreclose this mortgage if you do not comply with the 36-month occupancy

requirement.
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The FHA Resource Center

Can Answer Consumer Questions Such As:

Buying a home?

Qualifying for a loan?

FHA loans?

Down payment assistance?

HUD Homes?

Can Answer industry Questions Such As:

FHA loan products?

Processing issues?

Mortgage credit guidelines?

Property analysis guidelines?

Using FHA Connection?

Emails and phone messages will be responded to during normal hours of operation,

8:00 a.m. to 8:00 p.m. ET, Monday through Friday on all non-Federal holidays.

Online FAQ Site: www.hud.gov/answers

Our online knowledge base helps you find answers 24/7.

Email: answers@hud.gov

The FHA Resource Center can accept emails with attachments. To ensure proper

attention to the attachment please reference it within the body of the email.

Telephone: (800) CALL-FHA (225-5342)
Persons with hearing or speech impairments may access this number via TTY by calling
the Federal Information Relay Service at (800) 77-8339.
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