RESOLUTION NO. 2007-576
Adopted by the Sacramento City Council

July 31, 2007

AUTHORIZING SACRAMENTO HOUSING AND REDEVELOPMENT AGENCY
TO APPLY FOR, ACCEPT AND ADMINISTER THE BUILDING EQUITY AND
GROWTH IN NEIGHBORHOODS (BEGIN) PROGRAM IN THE NAME OF
AND ON BEHALF OF THE CITY OF SACRAMENTO

BACKGROUND

A The California Department of Housing and Community Development (HCD) has
issued a Notice of Funding Availability (NOFA) for the BEGIN program
established by Chapter 14.5, Sections 50860 through 50866 of Part 2 of Division
31 of the Health and Safety Code (the statute). Pursuant to the statute, HCD is
authorized to approve funding allocations utilizing monies made available by the
State Legislature to the BEGIN program, subject to the terms and conditions of
the statute and the BEGIN Program Guidelines adopted by HCD on May 21,
2007.

B. The City of Sacramento, a political subdivision of the State of California wishes to
apply for and receive allocations of funds through the BEGIN Program.

C. The City, by its agent, the Sacramento Housing and Redevelopment Agency,
(Agency) wishes to submit applications to obtain from HCD allocations of BEGIN
funds.

BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY COUNCIL
RESOLVES AS FOLLOWS:

Section 1. On behalf of and in the name of the City of Sacramento, the Sacramento
Housing and Redevelopment Agency is hereby authorized and directed to
submit applications to HCD for the BEGIN Program in response to the
NOFA.

Section2.  The Sacramento Housing and Redevelopment Agency is authorized to
receive funding from HCD in the name of the City and to administer the
BEGIN program on behalf of the City.

Section 3.  The Sacramento Housing and Redevelopment Agency is authorized to
execute, on behalf of the City, HUD’s Standard Agreement and all other
instruments necessary or required by HCD for participation in the BEGIN
Program, as currently established in the applicable law and regulations.
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Section 4.

Section 5.

Section 6.

The BEGIN Program Guidelines established by HCD on May 21, 2007
and as described in Exhibit A.

The local BEGIN Mortgage Assistance Underwriting Guidelines for use in
administering the BEGIN program and as described as Exhibit B are
hereby adopted.

The City hereby authorizes amendment of the Agency’s annual Budget as
it receives awards of BEGIN grant program awards.

Table of Contents

Exhibit A - BEGIN Program Guidelines
Exhibit B - BEGIN Mortgage Assistance Guidelines

Adopted by the City of Sacramento City Council on July 31, 2007 by the following vote:

Ayes:

Noes:
Abstain:

Absent:

Attest;

Councilmembers, Cohn, Hammond, McCarty, Pannell, Sheedy,
Tretheway, and Mayor Fargo.

None.
None.

Councilmembers Fong and Waters.

dhadone,

Heather Fargg) Mayor

Shirley Concofino, City Clerk
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State of California
Department of Housing and Community Development
Division of Community Affairs
CalHome Program

BEGIN
Building Equity and Growth in Neighborhoods

Program Guidelines - May 21, 2007
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Exhibit A

Article 1. General

Section 100. Purpose and Scope

(@)

()

The BEGIN Program and the Guidelines for the BEGIN Program
set forth herein (the “Guidelines”) are subject to the requirements of
Health and Safety Code section 50860 et seq. (the “BEGIN
Program Statutes”) and except as provided in the BEGIN Program
Statutes, the CalHome statutes at Health and Safety Code section
50650 et seq. (the “CalHome Statutes) and the CalHome
Regulations at California Code of Regulations, Title 25, Section
7715 et seq. (the “CalHome Regulations”). Should there be an
inconsistency between the Guidelines and the aforementioned
authority, the BEGIN Program Statutes, CalHome Statutes, and
CalHome Regulations, except as provided in the BEGIN Program
Statutes, shall prevail.

Health and Safety Code section 50865 reads in part: The
department may administer the BEGIN Program through
Guidelines.

These Guidelines implement and interpret the provisions of Chapter
14.5, Sections 50860 through 50866 of Part 2 of Division 31, Health
and Safety Code, which establishes and describes the Building
Equity and Growth in Neighborhoods (BEGIN) program. Health
and Safety Code section 50860 subdivision (b) states:

Except as otherwise provided in this chapter, moneys in
the BEGIN Fund shall be made available upon
appropriation by the Legislature to the department and
administered by the department pursuant to the CalHome
Program (Chapter 6 (commencing with Section 50650), to
make grants to qualifying cities, counties, or cities and
counties that provide incentives or reduce or remove
regulatory barriers as set forth in this chapter. These
grants shall, except as otherwise provided by this chapter,
be used for downpayment assistance to qualifying first-time
home buyers of low- and moderate-incomes purchasing
newly constructed homes in a BEGIN project.

These Guidelines establish terms, conditions and procedures for
the award and disbursement of funds allocated to this program by
the Housing and Emergency Shelter Trust Fund Act of 2006
pursuant to subdivision (b) above.
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Section 101. Program Description — An Overview

The enabling BEGIN legislation (AB 1170, Chapter 724 of the laws of
2002) states that “while land prices in California are a key contributor to
the state’s low housing affordability, permitting and regulatory cost add
significant costs to new housing construction”.

“The Legislature further finds and declares that a combination of lowering
regulatory costs and increasing purchasing power for low- and moderate-
income households, primarily through downpayment assistance, will
significantly increase home ownership rates in California.”

The BEGIN program is designed to foster partnerships between cities,
counties, cities and counties, and housing developers joining together to
reduce the cost and increase the supply of new homeownership
opportunities for low- and moderate-income households. The local
jurisdiction’s role is to offer specific forms of regulatory relief, regulatory
barrier removal or incentive to identified BEGIN projects that reduces the
per-unit cost of the housing. The developer’s role is to commit to making
homeownership units available at an affordable price to low- and
moderate-income households.

The Department’s role is to supply the grant funds to the local jurisdiction
so they can make downpayment assistance loans to the first-time, low-
and moderate-income homebuyers.

Project Specific

The funds awarded to the local jurisdiction under these Guidelines are to
be used to assist low- and moderate-income, first-time homebuyers to
purchase a new homeownership unit in a BEGIN project. A BEGIN
project is a proposed homeownership development which is identified by
the applicant jurisdiction as the recipient of BEGIN eligible regulatory
barrier removal or reduction or development incentive. BEGIN eligible
regulatory actions may be through specific plans, overlay zones or other
zoning and planning techniques. However, the BEGIN project must
directly benefit from the BEGIN eligible regulatory action. The BEGIN
project can be part of a larger development, or a stand-alone project.
Other BEGIN project requirements can be found in section 113, 114, 115,
and 116.

Mortgage Assistance

To qualify to receive a loan of BEGIN funds, the buyer must be a low- or
moderate-income first-time homebuyer household (see Section 102,
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Definitions). The assistance to the homebuyer will be in the form of a
deferred payment loan with a 30 year term and 1 percent — 3 percent
deferred simple interest. The maximum amount of the loan is $30,000 or
20 percent of the purchase price, whichever is less. The loan is
assumable if the home is re-sold to an income qualifying household.
Additional information and requirements of the BEGIN mortgage
assistance loans can be found in sections 110, 111, and 112.

Regulatory Relief

The local jurisdiction’s offer to the BEGIN project for regulatory relief or
development incentives must have a financially measurable effect in terms
of development cost savings. The following are eligible areas of
regulatory actions:

e Modification of Density and Zoning Standards
Reduction of Permit Processing and Procedures
Reduction of Parking Standards
Land Donation and Other Development Incentives
Mitigation of Fees and Exactions
Jurisdiction-wide Regulatory Relief Bonus Points.

See Sections 106 and 119 for a detailed discussion of BEGIN eligible
regulatory relief and incentives.

Section 102. Definitions

In addition to the definitions found in Chapter 2 (commencing with Section
50050) of Part 1 of Division 31 of the Health and Safety Code, the
following definitions shall apply to these Guidelines. References to
sections refer to the sections of these Guidelines unless otherwise noted.

(@)  “Affordable” as it describes a specific financial obligation, means
that obligation can be paid by the person or household, along with
all of other financial responsibilities, without endangering the
financial stability of the household. The specific definition of
“affordability” of a particular BEGIN project unit will be defined by
each program Recipient in their Program Guidelines (section 110).

(b)  “Applicant” is the locality which submits an application to the
Department to develop a local BEGIN project, and operate a local
BEGIN program.

(c) “Assisted units” means units purchased with a loan funded
pursuant to these Guidelines.
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(d)  “Back-end ratio” means the ratio between all monthly housing costs
plus all payments on long-term installment debt and monthly
household income.

(e)  “BEGIN project” means only dwelling units that are assisted with
BEGIN Program funds. A BEGIN project is a homeownership
development under common ownership.

() “‘Borrower” means a homebuyer(s) who has or will receive a BEGIN
Program loan made from a local program funded pursuant to these
Guidelines, signs the promissory note, and will be the homeowner
of the property being financed.

(@)  “Density” means net (built) residential density in dwelling units per
acre excluding dedicated right-of-way and dedicated open space.

(h)  "Department" means the Department of Housing and Community
Development.

(1) “‘Developer” means a legally constituted business or a nonprofit
corporation that has site control of the project land, obtains the
project financing and develops the homeownership project.
Developer also refers to the staff identified as responsible for the
critical tasks associated with the project development.

g) "Eligible household” means a low- or moderate-income household
that is a first-time homebuyer. The eligible household shall occupy,
or intend to occupy, the property as its principal residence.

(k) “First-time homebuyer” means a borrower(s) who has not owned a
home during the three-year period before the purchase of a home
with BEGIN assistance, except that the following individual or
individuals may not be excluded from consideration as a first-time
homebuyer under this definition:

(1)  Adisplaced homemaker who, while a homemaker, owned a
home with his or her spouse or resided in a home owned by
the spouse. A displaced homemaker is an adult who has
not, within the preceding two years, worked on a full-time
basis as a member of the labor force for a consecutive
twelve-month period and who has been unemployed or
underemployed, experienced difficulty in obtaining or
upgrading employment and worked primarily without
remuneration to care for his or her home and family;
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(2) A single parent who, while married, owned a home with his
or her spouse or resided in a home owned by the spouse. A
single parent is an individual who is unmarried or legally
separated from a spouse and has one or more minor
children for whom the individual has custody or joint custody
or is pregnant; or

(3) An individual or individuals who owns or owned, as a
principal residence during the three-year period before the
purchase of a home with BEGIN assistance, a dwelling unit
whose structure is:

(A) Not permanently affixed to a permanent foundation in
accordance with local or state regulations: or

(B) Not in compliance with state, local. or model building
codes and cannot be brought into compliance with
such codes for less than the cost of constructing a
permanent structure.

() “Front-end ratio” means the ratio between the monthly housing
cost, including first mortgage principal, interest, taxes and
insurance and monthly household income.

(m)  “Grant” means an award of funds made from the Department to
eligible localities to support a BEGIN project.

(n)  “Gross income” means all income as defined in California Code of
Regulations (CCR) Title 25, Section 6914.

(0)  “Homeownership” means fee simple title on real property or a
leasehold interest on real property that enables the lessee to make
improvements on and encumber the property and has a term
sufficient to secure the BEGIN loan. Homeownership also includes
ownership of manufactured housing on a permanent foundation
and membership, ownership and occupancy in a limited-equity co-
op development.

(p)  “Homeownership development project” means new construction on
a site, including subdivisions, or scattered sites, that is under
common ownership, development financing and construction.

(@)  “Household” means one or more persons occupying the same
housing unit.
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Exhibit A

“Infill” For purposes of this program, a qualifying infill project must
be located within an urbanized area on a site that has been
previously developed for urban uses, or the immediately contiguous
properties surrounding the project site are, or previously have been,
developed for urban uses.

“Loan-to-value-ratio” means the ratio between the amount of all
indebtedness liened, or to be liened, against a property and the
appraised value of the property securing the liens.

“Locality” means a city, county, or city and county within the State
of California.

“Local program” means a first-time homebuyer mortgage
assistance loan program to provide BEGIN Program loans for the
acquisition of property.

“Lower-or low-income household” means the same as defined in
Section 50079.5 of the Health and Safety Code.

“Manufactured housing” means a structure, transportable in one or
more sections as defined by Section 18007 of the Health and
Safety Code. To be eligible for a BEGIN loan, a manufactured
home must be installed on a permanent foundation.

“Ministerial” means, as defined in “Public Resources Code CEQA
Guidelines Section 15369: ‘Ministerial” describes a governmental
decision involving little or no personal judgment by the public official
as to the wisdom or manner of carrying out the project. The public
official merely applies the law to the facts as presented but uses no
special discretion or judgment in reaching a decision. A ministerial
decision involves only the use of fixed standards or objective
measurements, and the public official cannot use personal,
subjective judgment in deciding whether or how the project should
be carried out.” These standards must be applied administratively
to the application and not subject to discretionary decision making
by a legislative body.

“Moderate income households” means the same as defined in
Section 50093 of the Health and Safety Code.

“Monthly housing cost” means the average of the estimated costs
for the next twelve months for a homebuyer and shall include all of
the following associated with that housing unit:
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Exhibit A

(1) Principal and interest on a mortgage loan including any
rehabilitation loans, and any mortgage insurance fees
associated therewith;

(2) Property taxes and assessments;

(3) Fire and casualty insurance, including flood insurance when
applicable, covering replacement value of property
improvements:

(4) Homeowner association fees or dues, if applicable; and

(5) Lease payments, if the housing unit is situated on leased
land.

“Mortgage” means a deed of trust which is used to secure a lien on
real property.

“Mortgage assistance” means permanent financing, usually with
deferred payments, used toward homebuyer costs as provided by
funds pursuant to these Guidelines or from other sources. Another
term for mortgage assistance is “downpayment assistance”.

“Mortgage financing” means a long-term, permanent loan, provided
by a mortgage lender, which is secured by a Deed of Trust, or, in
the case of manufactured housing, a security instrument sufficient
to perfect a security interest in the home.

“Mortgage lender” means a bank or trust company, mortgage
banker, mortgage broker, federal or state chartered savings and
loan association, state or federal governmental agency or credit
union whose principal business is to originate, process, close and
service loans for the purchase or development (if appropriate) of
property. “Mortgage lender” also includes nationwide institutions
whose primary purpose is to develop housing and provide first
mortgage financing to low-income purchasers of the developed
housing.

“NOFA” is the acronym for Notice of Funding Availability. The
NOFA is the document used by the department to announce that
funds are available and applications may be submitted.

“Recipient” means a locality that receives an award of funds from
the BEGIN Program
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(99) “Reuse account” Mmeans an account established pursuant Section
109.

(hh)  "Rural area" means the same as defined in Health and Safety
Code, Section 50101

(i) “Self-help construction” means ”owner-building” as defined in
Health and Safety Code, Section 50692 and may include mutual
self-help housing as defined in Health and Safety Code, Section
50087.

i)  “Site control” means control of a parcel of real property as
described in Section 116(a).

(kk)  “Standard Agreement” means the contract entered into between the
Department and a Recipient pursuant to Section 120.

(I “Volunteer labor” means skilled or unskilled construction labor
provided without remuneration.

Article 2. Program Requirements

Section 103. Applicant Eligibility Requirements

Eligible applicants for a BEGIN Program award include all cities, counties,
and city and county within the State of California. An applicant can only
apply to assist a BEGIN project within its jurisdictional boundaries.

Section 104. Eligible Households

To be eligible to receive the benefits of BEGIN funding, an individual household
shall:

(@)  Be alower-income or moderate-income household, when
considering the gross income of all household residents eighteen
(18) years old or older.

(b)  Include as borrowers on the BEGIN Program promissory note all
persons who will be on title to the property; and

(c) Be a first-time homebuyer and intend to occupy the home as a
principal place of residence.
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Section 105. Eligible and Ineligible Uses of Funds
BEGIN funds shall be used only for the following costs:
(a) Mortgage assistance for permanent financing of:
(1) A new homeownership dwelling unit ready for occupancy, or:

(2) A unit constructed using the self-help method. In the case of
self-help housing mortgage assistance, the BEGIN
permanent financing may be disbursed at time of lot
purchase where the self-help housing is being financed
under the U. S. Department of Agriculture, Rural Housing
Service 502 program:

(b)  Non-recurring loan closing costs:

()  Any use not expressly listed as eligible is an ineligible use of
BEGIN funds.

Section 106. Regulatory Relief

The following regulatory concessions and development incentives represent
BEGIN eligible regulatory relief. If an applicant proposes to implement an
alternative measure or action, it must be approved by the Department in order
to receive points in any of the following categories. No regulatory relief points
can be awarded for any project located on a site that has been downzoned or
which was approved at a significantly lower density than allowed under
existing zoning prior to application. The BEGIN application must sufficiently
document the actions taken and ensure regulatory barrier removal was
provided to the development project. Documentation of the approval of the
regulatory action must be from the city or county, and contain a copy of the
signed original action by the final decision-making body (i.e., planning
commission, board or council). No points will be given for applications
documenting regulatory relief with staff level reports, correspondence or from
minutes of council meetings or other documentation that did not specifically
approve the regulatory relief action and include a direct connection to the
project. This approval must be obtained from the government agency, and be
included in the application to demonstrate the regulatory relief action has
been formally approved at or before the time of application. Examples of
sufficient documentation include signed resolutions, enabling legislation,
amended and adopted codes, and development agreements. Further, the
application must include specific documentation of the cost savings resulting
from the regulatory relief in terms of development costs. Applications must
describe the requirement and costs before and after the regulatory relief
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action and the dollar value of the difference in terms of development costs.
See Appendix 1 for a sample regulatory relief matrix.

(1) Modification of Zoning, Density and Development Standards

Modification of Zoning, Density and Development Standards: The
application must demonstrate densities significantly above otherwise
allowable maximum densities or modify reduce or remove development
standards to increase the project's financial feasibility. The following are
examples of eligible zoning, density and development standard
modifications:

(@)  An attached development with densities at least 20 percent higher
than under the zoning prior to the regulatory action and with a
minimum density of:

(1) 10 units per acre for rural areas
(2) 20 units per acre for surburban areas
(3) 30 units per acre for metropolitan areas.

See Appendix 2 for a table detailing these minimum densities by
jurisdiction.

(b) A single-family detached development must be approved
significantly above otherwise allowable densities and have a
minimum density of 10 units per acre.

(c) The project has removed, reduced or modified development
standards such as setbacks, square footage requirements,
minimum lot sizes, lot coverages, floor area ratios or height limits to
permit housing development in excess of the maximum allowable
density.

(d)  Significantly reduced site improvements such as street widths or
reduce right-of way or easement dedication requirements for the
project from a prior standard.

(e) Lot consolidation: Significantly assisted project with lot
consolidation and/or assembly, including scattered sites.

(2) Reduction in Permit Processing and Procedures
To be eligible for points in this category, the application must demonstrate
cost savings in terms of development costs by measuring the difference

between the permit procedure or time before and after the regulatory relief
action. The following are examples of eligible regulatory relief:
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The project is located within an area for which a specific plan was
approved pursuant to Government Code Section 65450 et. seq.,
with subsequent ministerial approval or benefited from a tiered
environmental review with minimal subsequent environmental
review.

Significant reduction in permit processing times, due to, for
example, elimination of separate or sequential project reviews.
Application must demonstrate cost savings to the development due
to review process reduction vs. standard processing times.
Applications will only be credited by demonstrating significant cost
reduction in permit processing time over the baseline standard
processing time.

Ministerial approval of required entitiements.
Streamlined design review, including:

(A) Staff level design review only for example, not requiring full
design committee review or other layers of review processes
were removed and development design approval was
expedited as a result.

(B) Local governments provide off-the-shelf prototype design
packages, for ministerial approval. The application must
demonstrate the significant cost savings or regulatory relief
provided to the development by this relief.

(3) Reduction of Parking Standards

Regulatory relief for parking standards should clearly demonstrate the
difference between the former and reduced standards and the cost
savings in terms of development costs. The following are examples of
eligible regulatory relief:

(@)

(b)

(c)

Crediting on-street parking or shared residential/commercial
parking, toward minimum residential parking requirements.

Carports (unenclosed garages) are permitted to satisfy at least a
portion of an enclosed garage parking requirement.

Parking requirements, inclusive of visitor parking and parking for
persons with disabilities do not exceed:
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1. Zero to One Bedrooms: One on-site parking space
. Two to Three Bedrooms: Two on-site parking spaces
3. Four or More Bedrooms: Two and one-half parking spaces.

(4) Land Donation and Other Development Incentives
The local government provides incentives to directly and significantly
reduce development costs, such as land donation and environmental
remediation.

(5) Mitigation of Fees and Exactions
Fees were significantly reduced, deferred or waived for the project. Fee
reduction or waivers should be quantified in the application including a
comparison of the fees typically collected for comparable projects and
those required of the BEGIN project.

(6) Jurisdiction-wide Regulatory Relief Bonus Points

Projects which benefit from eligible regulatory relief that was implemented
through the revision of zoni

taken after January 1, 2003. Applications must include copies of
documents demonstrating the action has been taken including resolutions
and revised zoning text or regulations.

Section 107. Local Program Administration

The Recipient shall implement the local program and be responsible for
the following activities:

(@)  Marketing the local program;

(b) Determination of a household’s income—eligibility pursuant to
the income requirements of these Guidelines;

(c) Compliance with the following requirements:
(1) Section 108 loan servicing requirements:
(2) Section 109 reuse account requirements;

(3) Section 110 BEGIN Downpayment Assistance Program
Guideline requirements:
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(4) Section 111 BEGIN Downpayment Assistance Loan
Requirements:
(5) Section 112 Local Loan Administration Requirements.

(4) Disbursing funds on behalf of borrowers at the time of
property acquisition;

(5)  Maintaining complete and accurate records of al| BEGIN
Program loan disbursements and repayments to ensure
adherence to proper accounting procedures for the BEGIN
Program loans, which may be verified by the Department
and may be subject to 3 fiscal and programmatic audit:

(6) Complying with reporting requirements pursuant to Section
122: and

(7)  Complying with all other locality requirements as set forth in
these Guidelines and all applicable federal and state
regulations.

Section 108. Loan Servicing Requirements

(a) Recipients shall develop and employ a loan servicing plan
acceptable to the Department that shall be submitted to the
Department for review and approval.

(b)  Ifloan servicing will be performed under a contract with a third
party, that third party must be in the business of performing loan
servicing; and

(c) Recipients shall be required to enter into a long-term monitoring
agreement with the Department allowing Department monitoring of
loan servicing for compliance with the Guidelines.

Section 109. Reuse Account

(@)  BEGIN Recipients shall develop and employ a reuse account plan
acceptable to the Department that shall be submitted to the
Department for review and approval.

(b)  All repayments of BEGIN Program loan principal and any BEGIN
Program loan interest shall be deposited into a separately
maintained reuse account governed by the reuse account plan
approved by the Department.
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Any interest earned on deposited BEGIN reuse funds must accrue
to the BEGIN identified funds and be reused for first-time
homebuyer downpayment assistance, home rehabilitation, home
buyer counseling, home acquisition and rehabilitation, or self-help
mortgage assistance for persons and families of low- or moderate-
income.

Funds in the reuse account shall only be used by the Recipient for
first-time homebuyer downpayment assistance, home rehabilitation,
home buyer counseling, home acquisition and rehabilitation, or self-
help mortgage assistance for persons and families of low or
moderate income.

A portion of the funds deposited in the reuse account may be used

to pay for the delivery of BEGIN eligible activities funded from the

reuse account. The amount available to the Recipient to pay for

activity delivery is dependent upon the activity funded, and is

calculated as a percentage of the loan made to the low- or

moderate-income household, or on a per-unit basis, i.e.:

(1 10 percent for mortgage assistance;

(2) 15 percent for owner-occupied rehabilitation, and home
acquisition with rehabilitation:

(3)  $350 for homebuyer education for each closed mortgage
assistance loan where homebuyer education was provided:;

(4) Up to $20,000 per unit for technical assistance on a self-help
housing development project.

Recipients shall be required to enter into a long-term monitoring
agreement with the Department allowing Department monitoring of
reuse accounts for compliance with these Guidelines.

Article 3. Mortgage Assistance Loan Requirements

Section 110. BEGIN Downpayment Assistance Program Guidelines

(a)

Requirements

BEGIN Recipients shall develop and employ Mortgage Assistance
Program Underwriting Guidelines that have been submitted to and
approved by the Department as addressing the following
underwriting topics:

(1) Method for determining the sales price of BEGIN assisted
units as affordable to BEGIN eligible households;

(2)  Method for establishing the amount of the BEGIN
Downpayment Assistance loan:
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(3)  Establish front- and back-end ratios used to qualify the
borrower:

(4)  What criteria will be used to determine the credit worthiness
of the borrower:

(5) Requirements for the first mortgage:

(A)  Borrower shall obtain the maximum first lien mortgage
loan with a term and interest rate from a mortgage
lender consistent with affordable housing costs as
defined in each Program’s Guidelines:

(B) Mortgage loans shall not include provisions for
negative amortization, principal increases, balloon
payments or deferred interest;

(6) Financing subordinate to the BEGIN Program loan:

(A) Fees and/or charges for subordinate financing shall be
consistent with industry standards:

(B) There must not be 3 balloon payment due before the
maturity date of the BEGIN Program loan:

(C) All subordinate financing provided shall defer principal
and interest payments for the term of the BEGIN
Program loan;

(b)  Cash out of escrow to borrowers is limited to the amount deposited
into escrow by the borrowers and not needed for any lender-
required minimum downpayment.

(c) Recipients must obtain title insurance that includes the amount of
the BEGIN Program loan at close of escrow.

(d) Fire insurance (and flood insurance where applicable) requirements
are as follows:

(1) Recipient must require borrowers to maintain insurance on
the property in an amount at least equal to the replacement
value of the improvements; and

(2) Recipient must be named as additional loss payee on the
policy.
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Section 111. BEGIN Downpayment Assistance Loan Requirements

(@)

(b)

(d)

()

The maximum amount of the BEGIN Downpayment Assistance
loan shall not exceed $30,000 (thirty thousand dollars), or 20
percent of the sale price of the BEGIN assisted unit (whichever is
lower). The amount of the BEGIN Program loan will be determined
by the Recipient on a case-by-case basis using the method as
described in the Recipient’s BEGIN Program Guidelines.

BEGIN Program loans shall be secured by the property or
leasehold interest, as applicable.

The lien securing repayment of the BEGIN Program loan shall be
recorded in no lower than second position.

The combined indebtedness (all loans) secured by the BEGIN
assisted unit shall not exceed one hundred (100) percent of the
sales price plus a maximum of up to five (5) percent of the sales
price to cover actual closing costs.

Homebuyer BEGIN Program loans shall have the following terms
and conditions:

(1) Principal and interest payments shall be deferred for the
term of the BEGIN Program loan;

(2) Loans shall be repayable when the property ceases to be
continuously occupied by the home buyer in the first five
years after the date of recordation of the deed of trust
securing the BEGIN loan;

(3)  Loans shall be repayable upon the BEGIN Program loan
maturity date;

(4) If at the loan maturity date, it is determined by the recipient
that repayment of the BEGIN Program loan causes a
hardship to the borrower, the recipient has two other options.
They are:

(A) Amending the note and Deed of Trust to defer
repayment of the amount due at loan maturity, that is
the original principal and the accrued interest, for up to
an additional 30 years (at 0 percent additional interest),
this may be offered one time, or;

BEGIN Guidelines 18 of 44 Amended 5/21/07



Exhibit A

(B) Converting the debt at loan maturity, that is the original
principal balance and any accrued interest, to an
amortized loan, repayable in 15 years at O percent
additional interest.

(3)  Loans are assumable by another income-qualifying
homebuyer after five years from the recordation of the deed
of trust securing the BEGIN loan.

(6)  The following transfers of interest shall not require the
repayment of the BEGIN Program loan:

(A) Transferto a surviving joint tenant by devise, descent, or
operation of law on the death of a joint tenant;

(B) A transfer, in which the transferee is a person who
occupies or will occupy the property, which is:

(i) A transfer where the spouse becomes an owner
of the property;

(i) A transfer resulting from a decree of dissolution of
marriage, legal separation agreement, or from an
incidental property settiement agreement by which
the spouse becomes an owner of the property; or

(i) Atransfer into an inter vivos trust which the
borrower is and remains the beneficiary and
occupant of the property.

(7)  The term for first-time homebuyer mortgage assistance
BEGIN Program loans shall be thirty (30) years with the
following exception: when United States Department of
Agriculture, Rural Housing Service (USDA-RHS) 502
mortgage loans are in first lien position, the term shall be the
term of the 502 mortgage (30 to 38 years); and

(8) A borrower may pay the BEGIN Program loan amount, in
part or in whole, at any time without penalty.

4] All BEGIN assistance to individual households shall be made in the
form of a loan. Recipients may make BEGIN Program loans
bearing simple interest of one (1 percent) to three (3 percent)
percent per annum.
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@ In any loan transaction where the BEGIN Program loan is the only
subsidy, the borrower cannot be restricted from selling the home at
its fair market valye at any time.

The recipient of BEGIN funds to Operate a loca| mortgage assistance program
shall be responsible for the following activities:

(a) Providing information and assistance to first-time homebuyers on
obtaining maximum amount of first mortgage financing pursuant to
the underwriting requirements in Section 111; and

(b) Originating, underwriting, packaging and closing BEGIN Program
loans in accordance with program requirements.

Article 4, Project Requirements

Section 113, Developer Experience

Section 114. Eligible Projects

(a) BEGIN projects shall be a newly constructed homeownership
development project whose units are designated as BEGIN units
and are sold to BEGIN eligible households with BEGIN Program
mortgage assistance.

(b) The types of BEGIN eligible homeownership units include:

(1) Single-family detached units:

(2) Attached homeownership units;

(3) Units in co-housing developments:

4) Newly erected manufactured housing on a permanent
foundation:;

(5) Ownership of housing on long-term leasehold land that
enables the lessee to make improvements on and encumber
the property and has 5 term sufficient to secyre the BEGIN
loan such as;

(A)  Planned Unit Developments:
(B) Community Land Trusts;
(6) Limited-equity CO-0ps;
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(c) BEGIN units shall be affordable to BEGIN eligible households as
determined by the Recipient per Section 110;

(d) A BEGIN project must have g minimum of four BEGIN units;

(e) Subdivisions, infili sites, and assembled Scattered sites can qualify as
sites for a BEGIN eligible project.

Section 115. Eligible Forms of Homeownership

(@ The following forms of homeownership are allowable in a BEGIN
eligible project:

(1) Fee-simple title on rea| property, including manufactured
housing on a Permanent foundation:

(2)  Leasehold interest on real property that enables the lessee to
make improvements on and encumber the property and has
a term sufficient to secure the BEGIN loan, or

(3) Membership, ownership and occupancy in a limited-equity
housing co-op.

Section 116. Project Readiness Requirements

A BEGIN project can be in the pre-construction phase, under construction or
recently completed at the time the Recipient applies for funds under the
current NOFA. BEGIN units must not have been previously occupied as
homeownership units.

(@)  Site Control: To be eligible to apply for a BEGIN Program award,
the applicant shall demonstrate sijte control of the proposed project
property as evidenced by one of the following:

(1) Fee simple title;
(2)  An enforceable option to purchase, which shall extend, or

may be extended, for g minimum of 180 days beyond the
date of application Submittal;
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(3) A disposition and development agreement with a public
agency, not to expire prior to 180 days after the application
submittal;

(4) a sales contract, or other enforceable agreement for the
acquisition of the property; or

(5) A leasehold interest, or an enforceable option to lease. The
option to lease shall extend for a minimum of 120 days
beyond the date of the application submittal. The leasehold
term must be for a minimum of 40 years. The leasehold
must have provisions that enable the lessee(s) to make
improvements on and encumber the property for a term
sufficient to secure the BEGIN lien: or

(6) Other forms of site control that give the department
equivalent assurance that the project will be able to proceed
without inordinate delay.

Design status readiness as demonstrated by an executed
agreement with an architect, or other design team.

Development project budget with identified sources and uses.
Construction financing commitments.

Permanent financing:

(1) Letters of express interest from 1% mortgage lenders;

(2)  Subordinate financing commitments as required to make the
BEGIN units affordable to low- or moderate-income
homebuyers.

Because the BEGIN required regulatory relief, regulatory barrier
removal, or other development incentive may be offered to the
BEGIN project as an inducement to the developer to offer the
BEGIN units, and because the availability of BEGIN funds for
mortgage assistance may also serve as an inducement for the
development of the BEGIN units, it is important the project
readiness requirements allow for the applicant and the developer to
consider BEGIN mortgage assistance at an early stage in the
development process. Therefore it is possible that all local
government approvals may not have been issued or complete at
the time of the application for BEGIN funds. The Department will
require these local approvals as milestones at 18-months after the
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date of execution of the standard agreement with the Recipient.
These local approvals may include, but are not limited to:

) In the case of a subdivision, a final map;

(2) Zoning approval or development agreement approval;
(3) Environmental assessment completed through CEQA:
(4) Conditional use permits;

(5) Building permits.

Please note that the Regulatory Relief measures offered to the
BEGIN Project are necessary for a legally complying
application. They must be approved prior to application for
BEGIN funds, and evidence of the regulatory relief, regulatory
barrier removal, or incentive to development must be
submitted with appropriate documentation at the time of
application. They are not included in the 18-month grace
period referenced above.

Article 5. Application Procedures

Section 117. Application Process

(@)  The Department shall issue a Notice of Funding Availability (NOFA)
that specifies, among other things, the amount of funds available,
the grant award criteria, the dates that applications will be
accepted, and the general terms and conditions of funding
commitments. The Department shall also make information
available in the NOFA describing the method used in evaluating
applications in response to the NOFA.

(b)  Only applications that are substantially complete shall be eligible for
funding.

(c) In order to implement the goals and purposes of the BEGIN
Program, the Department may adopt measures to direct funding
awards to local programs that are located in rural areas or other
geographic areas to achieve a reasonable geographic distribution
of funding.

Section 118. Application Requirements

Application shall be made on a form provided by the Department. The
application will include a description and documentation of the incentives
or regulatory barrier reductions or removal pursuant to Health and Safety
Code Section 50863. The Department-provided application form shall
request the following information:
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(b). Governing boarg reésolytion Which legally authorjzeg the application,

(c). Certification that: the applicant has the authority to Undertake the
activitieg applied for; that it does not have any Unresolyeq
Department audit findings nor Pending lawsuits; and that j agrees
to Comply with all Program requirements.

d. A description of the incentives or regulatory barrier reductiong or

rémovals that the applicant has Provided tq the BEGIN project
along witp, documentation showing approval of the regulatory relief
S.

(. Certification of project réadiness

(9). Program description including: amount applied for, Number of Units
assisteq, descriptlon of prior EXxperience operating @ Mortgage
assistance Program, geographijc location of the activities, and
ﬁnancing Sources gnq uses.

(h). A description of how the applicant will Comply with the requirements
for loca) Program administration Set forth jn Section 1 07.

Section 119. Selection Criteria

(a) Applications shall not be Considereq for funding unless the
application is receiveq by the deadline as stateq jn the NOFa and

(b) Applicants Must also demonstrate that all of the following Conditiong

(1) The application Containg substantially all of the information
r'equireq by Section 118 ang Containg Sufficient information
to allow the Department to apply the lating factors set forth
in the Guidelines;

(2) The applicant jg eligible-
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The applicant proposes an eligible activity;
The applicant proposes an eligible use of the funds;

The applicant does not have any unresolved audit findings
for prior Department projects or programs:

The proposed project is consistent with any special terms
and conditions of the NOFA (e.g., maximum amounts for
downpayment assistance, sales price).

(c)  Applications shall be reviewed by staff for compliance with the
requirements of Section 117, Section 118 and Section 119(a) and
(b). Applications which comply with these requirements will be
scored based on the information in the application relating to:

(1)

(2)

BEGIN Guidelines

Applicant experience operating a mortgage assistance
program;

Regulatory relief offered in the proposed BEGIN Project,

housing element compliance and additional statutory points
per the following scoring criteria:
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A. Regulatory Relief Section for BEGIN: must have a minimum of 200 points in this
category to be eligible for the BEGIN program. Maximum of 400 points available.

1. Modification of Zoning, Density and Development Standards 100
2. Reductions in Permit Processing and Procedures 50
3. Reduction of Parking Standards 100
4. Land Donation and Other Development Incentives 50
5. Mitigation of Fees and Exactions 50
6. Jurisdiction-wide Regulatory Relief Bonus Points 50
Total points possible in regulatory relief 400

85580) of Chapter 3 of Division 1 of Title 7 of the Government Code.

B. Housing Element compliance section: Applicant has an adopted housing element that
HCD has determined, pursuant to Section 65585 of the Government Code, to be in
substantial compliance with the requirements of Article 10.6 (commencing with Section

1. Adopted Housing Element in Compliance

50

C. Additional Points are given for applications meeting each of the following objectives:

(Regulatory Relief points (A) plus point in B,and C.)

1. The extent to which BEGIN units will serve low-income homebuyers: 10, 15, 25
25 points for 100 percent; 15 points for at least 50 percent; 10 points
for at least 25 percent
2. The location of the project on a site designated as “infill”. 50
3. The location of the project in proximity (within .25 miles) to:
* Public transit 15
e Public schools 15
* Parks and recreational facilities 15
4. The location of the project in any of the following job centers: 15
* Los Angeles and Long Beach metropolitan statistical area
(MSA)
e Orange County MSA
e San Diego MSA
e San Francisco MSA
o Oakiand MSA
e San Jose MSA
e Sacramento MSA
e Fresno MSA
e Modesto MSA
Total Additional Points Possible 135
Points required to meet the funding threshold 300
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(3) Project readiness threshold requirements:

(A) Site control,
(B) Development budget with proposed sources and uses.

(d)  Projects which receive a minimum of 300 points in regulatory relief,
housing element compliance and additional statutory points score
and meet the project readiness threshold requirements are eligible
for funding subject to details described in the NOFA.

(e) If atany time, eligible and complete applications request funds
which exceed the amount of funds remaining available, the
Department will create a funding list based on the scores of the
applications received. Application scores will include the points
attained on the regulatory relief checklist, plus additional points for
project readiness. The project readiness points will be assigned on
the following basis:

(1) Design status readiness as demonstrated by an executed
agreement with an architect, or other design team, 10
points.

(2)  Construction financing commitments, 10 points.
(3)  Permanent financing 20 points (divided as follows);

(A) Letters of express interest from 1% mortgage lenders,
10 points (or 20 points if no subordinate financing
is required).

(B)  Subordinate financing commitments if required to
make the BEGIN units affordable to low- or moderate-
income homebuyers, 10 points.

(4)  Local approvals, 30 points (divided as follows):

(A)  Tentative Map Approval, § points.

(B)  Final Map Recorded, 10 points.

(C)  Verification of all other local approvals in place, 20
points.

)] Awards will then be made from the highest score until all funds are

awarded, with adjustments made to meet the geographic
distribution targets described in the current NOFA.
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Article 6. Program Operations

Section 120. Legal Documents

(@)  Upon the award of funds the Department shall enter into a
Standard Agreement with the Recipient constituting a conditional
commitment of funds. This contract shall require the parties to
comply with the requirements and provisions of these Guidelines.
The Standard Agreement shall encumber State monies in an
amount sufficient to fund the approved local project, subject to
limits established in the NOFA and consistent with the application.
The Standard Agreement shall contain, but not be limited to, the
following:

(1) A description of the approved local project and the permitted
uses of BEGIN program funds;

(2)  The agreed upon form of barrier removal, regulatory relief or
incentive to development the local jurisdiction is pledging to
the BEGIN project, and the implementation timeline;

(3)  Requirements for the execution and, where appropriate, the
recordation of the agreements and documents required
under the BEGIN Program;

(4)  The Recipient's responsibilities for completion of the project,
including, but not limited to, number of units to be assisted,
marketing, BEGIN Program loan processing and funding,
construction monitoring and disbursement, report
submissions, file documentation;

(5) Manner, timing and conditions for disbursement of BEGIN
Program funds to Recipients;

(6)  Provisions relating to the placement on or in the vicinity of
the homeownership development project site, a sign
indicating that the Department has provided financing for the
project. The Department may also arrange for publicity of
the Department’s BEGIN project in its sole discretion;

(7) Remedies available to the Department in the event ofa
violation, breach or default of the standard agreement;

BEGIN Guidelines 28 of 44 Amended 5/21/07



Exhibit A

(8) Requirements that the Recipient permit the Department or its
designated agents and employees the right to inspect the
project or local program and all books, records and
documents maintained by the Recipient in connection with
the local program and the local program individual BEGIN
Program loans;

(9) Special conditions imposed on a case-by-case basis as part
of Department approval of the local project;

(10) Terms and conditions required by federal or state law, and

(11)  Other provisions necessary to ensure compliance with the
requirements of the BEGIN Program.

(b)  Prior tothe disbursement of funds, the Department shall enter into
a twenty- (20) year monitoring agreement with the Recipient
requiring the parties to comply with the requirements and provisions
of Section 110 regarding a reuse account established pursuant to
the BEGIN legislation. The monitoring agreement shall contain, but
not be limited to, the following:

(1)  Requirements regarding the establishment of a reuse
account for the deposit of BEGIN loan repayments, including
interest and principal, and the requirements for disbursement
of funds from the reuse account;

(2)  The plan for servicing of the BEGIN loans as prepared by
the Recipient to be reviewed for approval by the Department;

(3)  The plan for the reuse of BEGIN funds as prepared by the
Recipient to be reviewed for approval by the Department;

(4) Requirements for submittal of an annual report on a form
provided by the Department;

(5) Remedies available to the Department in the event of a
violation, breach or default of the monitoring agreement;

(6)  Requirements that the Recipient permit the Department or its
designated agents and employees the right to inspect the
local program or project books, and all records and
documents maintained by the Recipient in connection with
the reuse account and long term loan servicing; and
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(7) Other provisions necessary to ensure compliance with the
requirements of the BEGIN Program.

(c) Al homebuyer BEGIN Program loans originated by a Recipient
shall be evidenced by the following documents and provisions,
models of which may be provided by the Department:

(1) A promissory note evidencing the BEGIN Program loan,
payable to the Recipient in the principal amount of the
BEGIN Program loan and stating the terms and rate of
interest of the BEGIN Program loan consistent with the
requirements of the BEGIN Program. The Recipient is
prohibited from assigning their beneficial interest under the
note.

(2)  The note shall be secured by a deed of trust, or other
appropriate security instrument acceptable to the
Department, on the homebuyer property naming the
Recipient as beneficiary. This deed of trust or other
appropriate security instrument shall be recorded and shall
secure the Recipient's financial interest in the project.

Section 121. Disbursement of Grant Funds

BEGIN Program funds shall be disbursed on an advance or
reimbursement basis. Details of the process for disbursements will be
published in the current NOFA, and shall be included in all Standard
Agreements. Advances may include, but are not limited to:

(a)  Advances to escrow for mortgage assistance loans, upon
Department approval.

Section 122. Reporting Requirements

At any time during the term of the Standard Agreement or the Monitoring
Agreement, the Department may perform or cause to be performed an
independent financial audit of any and all phases of the Recipient's local
program. At the Department’s request, the Recipient shall provide a
financial audit prepared by a certified public accountant.
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Section 123. Performance Goals
(a) For all BEGIN programs:

(1)  One hundred (100) percent of funds must be expended
within thirty-six (36) months of the date of the award of funds
by the Department. If this goal is not met:

(A)  The remaining unused funds shall be disencumbered
by the Department; and

(B)  Ifless than ninety-five (99) percent of the funds are
expended at the end of the 36" month, the
Recipient’s next application for funding under the
BEGIN Program shall receive a penalty deduction in
the total points awarded pursuant to the current
NOFA.

Section 124. Defaults and Award Cancellations

(@)  Funding commitments may be canceled by the Department under
any of the following conditions:

(1)  The objectives and requirements of the BEGIN Program
cannot be met;

(2) Implementation of the local project cannot proceed in a
timely fashion in accordance with the timeframes established
in the Standard Agreement; or

(3)  Funding conditions have not been fulfilled within required
time periods.

(b) In the event of a breach or violation by the Recipient of any of the
provisions of the Standard Agreement, the Department may give
written notice to the Recipient to cure the breach or violation within
a period of not less than fifteen (15) days. If the breach or violation
is not cured to the satisfaction of the Department within the
specified time period, the Department, at its option, may declare a
default under the relevant document and may seek legal remedies
for the default including the following:
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(1)  The Department may seek, in a court of competent
jurisdiction, an order for specific performance of the
defaulted obligation or the appointment of a receiver to
complete the project in accordance with BEGIN program
requirements; and

(2)  The Department may seek such other remedies as may be
available under the relevant agreement or any law.

(c) Upon receipt of a notice of intent to cancel the commitment from

the Department, the Recipient shall have the right to appeal to the
Director.
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APPENDIX 1

SAMPLE REGULATORY RELIEF MATRIX AND EXAMPLE

Regulatory Relief

Action

Previous
Standard

EE
Standard

Difference

Development
Cost Savings *

Exhibit A

Documentation
Type

Density 20 units 30 Units 10 Units Per $17,000 per Rezone
Modification per Acre Per Acre Acre Unit Resolution
Parking Standards | 2 Spaces 1 Space 1 space per $4.000 per Unit | Transit Oriented
per Unit per unit unit Overlay Zone

Development Market Land $33,000 per DDA
Incentive: Land Value $5M | Donated Unit
Donation
TOTAL $54,000 per

Unit

* Based on a Land Cost of $1,000,000 per acre
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Alameda County

Albany

Berkeley

Dublin

XX

Emeryville

Fremont

Hayward

Livermore

Newark

Oakland

XX XXX

Piedmont

Pleasanton

San Leandro

Union City

XXX

Alpine

Alpine County

Amador

Amador

Amador County

lone

Jackson

Plymouth

Sutter Creek

MM IX XX X

Butte

Biggs

Butte County

Chico

Gridley

Oroville

Paradise

XXX XXX

Calaveras

Angels City

Calaveras County

Colusa

Colusa

Colusa County

Williams

KX XXX

Contra Costa

Antioch

Brentwood

Clayton

Concord

Contra Costa County

Danville

XXX

El Cerrito

Hercules
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Martinez

Moraga

X

Oakley

Orinda

X

Pinole

Pittsburg

Pleasant Hill

Richmond

San Pablo

San Ramon

Wainut Creek

XXX XXX

Del Norte

Crescent City

Del Norte County

El Dorado

El Dorado County

Placerville

South Lake Tahoe

Fresno

Clovis

Coalinga

Firebaugh

Fowler

XXX XXX [X

Fresno

Fresno County

Huron

Kerman

Kingsburg

Mendota

Orange Cove

Parlier

Reedley

San Joaquin

Sanger

Selma

DD XXX XXX

Glenn

Glenn County

Orland

Willows

Humboldt

Arcata

Blue Lake

Eureka

Ferndale

Fortuna

Humboldt County

Rio Dell

Trinidad

<D< > > I [ [ XXX XX

Imperial

Brawley

Calexico

Calipatria

El Centro

Holtville

Imperial

Imperial County

Westmorland

MDD XXX XX

Inyo

Bishop

X
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Kern

Arvin

x

Bakersfield

California City

Delano

Kern County

Maricopa

McFarland

Ridgecrest

Shafter

Taft

Tehachapi

Wasco

Kings

Avenal

Corcoran

Hanford

Kings County

Lemoore

DD DK DX X XXX XXX | >

Lake

Clearlake

Lake County

Lakeport

Lassen

Lassen County

Susanville

XXX [>X|*X

Los Angeles

Agoura Hills

Alhambra

Arcadia

XX

Artesia

Avalon

Azusa

Baldwin Park

Bell

Bell Gardens

Bellflower

Beverly Hills

XXX XXX

Bradbury

Burbank

Calabasas

Carson

Cerritos

Claremont

XXX

Commerce

Compton

Covina

Cudahy

Culver City

Diamond Bar

Downey

XXX XXX

Duarte

El Monte

El Segundo

Gardena

Glendale

Glendora

X|X|x
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Hawthorne

Hermosa Beach

Hidden Hills

Huntington Park

Industry

Inglewood

Irwindale

La Canada Flintridge

L a Habra Heights

XXX

La Mirada

La Puente

La Verne

Lakewood

Lancaster

Lawndale

XXX XXX

Lomita

Long Beach

Los Angeles

Los Angeles County

Lynwood

XXX |X

Malibu

Manhattan Beach

Maywood

Monrovia

Montebello

Monterey Park

Norwalk

Palmdale

XD |X

Palos Verdes Estates

Paramount

Pasadena

Pico Rivera

Pomona

Rancho Palos Verdes

Redondo Beach

XXX XXX

Rolling Hills

Rolling Hills Estates

Rosemead

San Dimas

>

San Fernando

San Gabriel

San Marino

Santa Clarita

Santa Fe Springs

Santa Monica

Sierra Madre

Signal Hil

South El Monte

KX |X

South Gate

South Pasadena

Temple City

Torrance
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Walnut

West Covina

West Hollywood

XXX

Westlake Village

x

Whittier

Madera

Chowchilla

Madera

Madera County

Marin

Belvedere

Corte Madera

Fairfax

Larkspur

NKX XX XXX

Marin County

Mill Valley

x

Novato

Ross

San Anselmo

San Rafael

Sausalito

Tiburon

Mariposa

Mariposa County

Mendocino

Fort Bragg

Mendocino County

Point Arena

Ukiah

Willits

XX XXX X

Merced

Atwater

Dos Palos

Gustine

Livingston

Los Banos

Merced

Merced County

XXX XXX

Modoc

Alturas

Modoc County

Mono

Mammoth Lakes

Mono County

XX | XX

Monterey

Carmel-by-the-Sea

Del Rey Oaks

Gonzales

Greenfield

King City

Marina

Monterey

Monterey County

Pacific Grove

DX IX XXX || X

Salinas

Sand City

Seaside

Soledad

Napa

American Canyon

Calistoga

XX XXX
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Napa County

St. Helena

Yountville

Nevada

Grass Valley

Nevada City

Nevada County

Truckee

XXX [>

Orange

Aliso Viejo

Anaheim

Brea

Buena Park

Costa Mesa

Cypress

Dana Point

Fountain Valley

Fullerton

Garden Grove

Huntington Beach

Irvine

La Habra

S DX XX XXX

La Palma

Laguna Beach

Laguna Hills

Laguna Niguel

XX

Laguna Woods

Lake Forest

x

Los Alamitos

Mission Viejo

Newport Beach

QOrange

QOrange County

Placentia

Rancho Santa Margarita

San Clemente

San Juan Capistrano

Santa Ana

XX XXX XXX

Seal Beach

Stanton

Tustin

XX

Villa Park

Westminster

Yorba Linda

Placer

Auburn

Colfax

Lincoln

Loomis

Placer County

Rocklin

Roseville

XXX XXX | X

Plumas

Plumas County

Portola

Riverside

Banning
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Beaumont

XExhibit A

Blythe

Calimesa

Canyon Lake

Cathedral City

Coachella

Corona

XXX

Desert Hot Springs

Hemet

X

indian Wells

Indio

La Quinta

Lake Elsinore

Moreno Valley

Murrieta

Norco

Palm Desert

Palm Springs

Perris

DD XX XXX | X

Rancho Mirage

Riverside

Riverside County

San Jacinto

Temecula

XX |[XX

Sacramento

Citrus Heights

Elk Grove

Folsom

Galt

Isleton

Rancho Cordova*

MAX XXX |X

Sacramento

Sacramento County

San Benito

Hollister

San Benito County

San Juan Bautista

San Bernardino

Adelanto

XX XXX

Apple Valley

Barstow

Big Bear Lake

XX

Chino

Chino Hills

Colton

Fontana

XX XX

Grand Terrace

Hesperia

Highland

XX

Loma Linda

Montclair

x

Needles

Ontario

Rancho Cucamonga

Redlands

Rialto

XXX X
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San Bernardino Exhibit A

San Bernardino County

Twentynine Palms

Upland

Victorville

Yucaipa

Yucca Valley X

San Diego Carlsbad

Chula Vista

Coronado X

Del Mar X

El Cajon

Encinitas

Escondido

Imperial Beach

La Mesa

Lemon Grove

National City

Oceanside

Poway

San Diego

San Diego County

San Marcos

Santee

<[> o > [ <[> > [X XX

Solana Beach X

Vista

San Francisco San Francisco City & County

x>

San Joaquin Escalon

Lathrop

Lodi

Manteca

Ripon

XXX XXX

San Joaquin County

Stockton

Tracy

San Luis Obispo Arroyo Grande

Atascadero

El Paso de Robies

Grover Beach

Morro Bay

Pismo Beach

San Luis Obispo

San Luis Obispo County

San Mateo Atherton

Belmont

S| DX KX X XXX X

Brisbane

Buriingame

x

Colma

Daly City

East Palo Alto

Foster City

XIX[X

Half Moon Bay X

Hillsborough X
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Menlo Park Exhilbit A X

Millbrae X

P

Pacifica

Portola Valley X

Redwood City

San Bruno

San Carlos

San Mateo

San Mateo County

XXX XXX

South San Francisco

Woodside

Santa Barbara Buellton

Carpinteria

Goleta

Guadalupe

Lompoc

Santa Barbara

Santa Barbara County

Santa Maria

Solvang

Santa Clara Campbell

Cupertino

Gilroy

Los Altos

Los Altos Hills

Los Gatos

Milpitas

Monte Sereno

Morgan Hill

Mountain View

><><><><><><><><><><><><><><><><><><><><><

Palo Alto

San Jose X

Santa Clara X

Santa Clara County

> X

Saratoga

Sunnyvale X

Santa Cruz Capitola

Santa Cruz

Santa Cruz County

Scotts Valley

Watsonville

Shasta Anderson

Redding

Shasta County

XIS X XX

Shasta Lake

Sierra Loyalton

Sierra County

Siskiyou Dorris

Dunsmuir

Etna

Fort Jones

Montague

S XXX XXX

Mount Shasta
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Siskiyou County

Exhibit A

Tulelake

Weed

Yreka

XXX IX

Solano

Benicia

Dixon

x|

Fairfield

Rio Vista

Solano County

Suisun City

Vacaville

XX XX

Vallejo

Sonoma

Cloverdale

Cotati

Healdsburg

Petaluma

Rohnert Park

XXX [X X

Santa Rosa

Sebastopol

Sonoma

Sonoma County

Windsor

Stanislaus

Ceres

Hughson

XX XXX |X

Modesto

Newman

Oakdale

Patterson

Riverbank

Stanislaus County

Turlock

Waterford

Sutter

Live Oak

Sutter County

Yuba City

SIS o[> XXX X

Tehama

Corning

Red Bluff

Tehama

Tehama County

Trinity

Trinity County

XX XXX

Tulare

Dinuba

Exeter

Farmersville

Lindsay

Porterville

Tulare

Tulare County

Visalia

Woodlake

P AP I R Bl Pl P Pad P Bl

Tuolumne

Sonora

Tuolumne County

Ventura

Camarillo

Fillmore

XX
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Moorpark XExhibit A

Ojai X

Oxnard X

Port Hueneme X

San Buenaventura (Ventura) X

Santa Paula X

Simi Valley X

Thousand Oaks X

Ventura County

Yolo Davis

West Sacramento

Winters

Woodland

Yolo County

Yuba Marysville

Wheatland

XA XXX XXX

Yuba County

Sources:
Census 2002 Population: http://www.census.gov/popest/archives/2000s/vintage 2002/SUB-EST2002-10.html

Metropolitan and Micropolitan Statistical Areas:
OMB Bulletin No 04-03 http://www.whitehouse.qov/omb/buIletins/fy04/b04-03Ahtml
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Sacramento

Exhibit B

-“#- Fact Sheet

1013-7th Street, Suite 200

SACRAMENTO, CA 95814 (916) 264-1500

BEGIN First-Time Homebuyer Mortgage Assistance Program

2007 PROGRAM GUIDELINES

BEGIN Program

BEGIN Projects

Form of Assistance

Maximum Loan Amount

Affordable Housing Costs

Interest Rate
Term

Max CLTV

Repayment

The Building Equity and Growth in Neighborhoods Program (BEGIN)
provides up to $30,000 per dwelling unit in homeownership assistance
to low-and moderate-income income households who purchase a
dwelling in a BEGIN Project. The primary intent of BEGIN is to
encourage the reduction or removal of regulatory barriers that
significantly increase the cost of housing development.

BEGIN Projects are projects that have received an award of BEGIN
funds. The funds are awarded by the State Department of Housing
and Community Development (HCD) to the City or County of
Sacramento based upon specific project applications.

Assistance to the homebuyer will be in the form of a deferred payment
loan.

$30,000. The maximum loan shall not exceed $30,000, or 20 percent
of the sales price of the BEGIN assisted unit (whichever is lower).

The Affordable Housing Costs for BEGIN buyers is established to
ensure that the housing obligation can be paid by the borrowers, along
with all of their other financial responsibilities, without endangering the
financial stability of the household. This ranges from 28 percent to 35
percent on the front end ratio, to 40-45 percent on the back end, or
total ratio. See Housing Debt Ratio.

Three percent fixed rate, simple.
30 years

The loan-to-value ratio for the BEGIN loan, when combined with all
other indebtedness to be secured by the property, shall not exceed
100 percent of the sales price plus @ maximum of up to five percent of
the sales price to cover actual closing costs.

Homebuyer BEGIN Program loans shall have the following terms and

conditions:

(1) principal and interest payments shall be deferred for the term of
the BEGIN Program loan;

(2) loans shall be repayable when the property ceases to be
continuously occupied by the home buyer in the first five years
after the date of recordation of the deed of trust securing the
BEGIN loan;

(3) loans shall be repayable upon the BEGIN Program loan maturity
date;

(4) loans are assumable by another income-qualifying homebuyer

after five years from the recordation of the BEGIN Program loan.



Hardship

Refinancing

Use of Funds

Developer Commitment Fee

BEGIN Program Fee

Eligible Households

First-Time Home Buyer

Household Income

However, if it is determined by the recipient that repayment of the
BEGIN Program loan at the maturity date causes a hardship to the
borrower, the borrower has two options:

(1) Amending the note and deed of trust to defer repayment of the
amount due at loan maturity, that is the original principal and the
accrued interest, for up to an additional 30 years (at zero percent
additional interest), this may be offered one time, or

(2) Converting the debt at loan maturity, that is the original principal
balance and any accrued interest, to an amortized loan, repayable
in 15 years at zero percent additional interest.

Refinancing may be allowed subject to Agency subordination policy.

Funds may be used for down payment, mortgage assistance and non-
recurring closing costs.

In order to secure the BEGIN funding for the identified project, the
developer shall pay the Agency a commitment fee of two percent of the
total BEGIN funds to be allocated to the project.

There will be a BEGIN Program Fee not to exceed two and one half
percent of the BEGIN loan amount to a maximum amount of $750. Of
this fee, $75 will be required upon application with the balance paid in
escrow. The BEGIN funds cannot be used to pay this fee, so the
borrower will pay it in escrow as part of the closing costs from other
funding sources or from their own funds.

To be eligible to receive the benefits of BEGIN funding, an individual

household shall:

(1) Be a lower-income or moderate-income household, when
considering the gross income of all household residents eighteen
(18) years or older.

(2) Include as borrowers on the BEGIN Program promissory note all
persons who will be on title to the property; and
Be a first-time homebuyer and intend to occupy the home as a
principal place of residence.

First-time homebuyer means a borrower(s) who has not owned a
home during the three-year period before the purchase of a home with
BEGIN assistance, except that the following individual or individuals
may not be excluded from consideration as a first-time homebuyer:
(1) a displaced homemaker;
(2) single parent;
(3) owned a structure which was not permanently affixed to a
permanent foundation or was not in compliance with state,
local, or mode! building codes.

The BEGIN borrower household must have a gross annua! income not
exceeding 120 percent of county median income for the size of the
household. Income also includes income from assets over $5,000
calculated at two and one half of the value of the asset. As of March
20, 2007, the limits are:

1-person $56,400
2-person $64,500
3-person $72,500
4-person $80,600
5-person $87,000

6-person $93,500



Eligibility vs Lender Income

Housing Debt Ratio

Underwriting

First Mortgage Restrictions

Subordinate Financing

Escrow Prohibitions

Homebuyer Education

For program eligibility, the total annual income includes income of all
adult members of the household.

For underwriting purposes, the lender shall use standard industry
methods for determining the borrower’s annual gross income. Note
that the gross income figure calculated for income-eligibility purposes
may vary substantially from the annual income a lender will use to
underwrite the first mortgage.

Monthly housing costs shall be no less than 28 percent of the
borrower’s gross monthly income and no more than 35 percent.
However, with compensating factors the housing costs can exceed 35
percent but not 40 percent. The total debt ratio may be determined by
the lender’s underwriting guidelines but in no event exceed 45 percent.
On FHA insured loans, ratios are 29/41 percent. These cannot be
exceeded unless there are significant compensating factors.

The first mortgage lender will perform the underwriting using
established credit guidelines for the particular program. The Agency
will provide oversight of this function and may require credit
explanations or payoff of collections if deemed necessary and prudent.

There may be no outstanding unpaid judgments or involuntary liens at
the time the BEGIN loan is recorded.

Borrower shail obtain the maximum first lien mortgage loan with a term
and interest rate from a mortgage lender consistent with affordable
housing costs outlined above.

The term of the loan shall be 30 years. Mortgage loans shall not
include provisions for negative amortization, principal increases
balloon payments or deferred interest. The first mortgage may be an
FHA loan, conventional loan, or CalHFA financing.

Fees and charges to the borrower for the first mortgage loan shall be
reasonable and must be approved by the BEGIN lender.

The first mortgage lender is required to collect and manage impound
accounts for payment of taxes, assessments and hazard insurance
according to the lender’s requirements.

Financing subordinate to the BEGIN Program loan must meet the
following:
(1) have fees and/or charges that are consistent with industry
standards;
(2) must not have a balioon payment due before the maturity date
of the BEGIN Program loan;
(3) must defer principal and interest payments for the term of the
BEGIN Program loan

Cash transactions and oral agreements outside of escrow are
prohibited. Cash out of escrow to the borrower is limited to the amount
deposited into escrow by the borrower and not needed for any lender-
required minimum downpayment.

To help prepare applicants for the responsibilities of undertaking and
maintaining homeownership, all applicants must complete Agency
approved homebuyer education classes. These classes which shall
cover the home buying process and well as property maintenance,
good neighbor practices, and credit and budgeting.



Maximum Sales Price

Application Procedures

The maximum allowable sales price of the assisted unit cannot
exceed the HUD 203 (b) mortgage limit for the area which is

currently $362,790.
To apply for the program please contact any of the lenders on the
attached list. For additional information or questions call SHRA at

(916) 264-1500, or visit our web site at www.shra.org.

=)

Equal Housing Opportunity



